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CAI INTERNATIONAL, INC.
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• CAI International, Inc. is offering 5,800,000 shares.

• This is our initial public offering and no public market currently exists
for our shares.

• We anticipate that the initial public offering price will be between $14.00
and $16.00 per share.

• Trading symbol: New York Stock Exchange — “CAP”

This investment involves risk. See “ Risk Factors” beginning on page 12.
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$
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You should rely only on the information contained in this prospectus and in any free writing prospectus. We have not, and the underwriters have not, authorized
anyone to provide you with information that is different. This prospectus is not an offer to sell, nor is it seeking an offer to buy, these securities in any state where
the offer or sale is not permitted. The information in this prospectus is complete and accurate only as of the date on the front cover of this prospectus, regardless
of when this prospectus is delivered or any sale of our common stock occurs.
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SUMMARY
The items in the following summary are described in more detail later in this prospectus. This summary provides an overview of selected information and does not
contain all the information you should consider. Therefore, you should also read the more detailed information set out in this prospectus, including the financial
statements, the notes thereto and the matters set forth under “Risk Factors.”
In this prospectus, unless indicated otherwise, references to: (1) “CAI,” “the company,” “we,” “us” and “our” refer to CAI International, Inc., formerly known
as Container Applications International, Inc., the issuer of the common stock and its subsidiaries; (2) “Interpool” refers to Interpool, Inc., which owned 50.0% of
our common stock until we repurchased such common stock on October 1, 2006; (3) “TEU” refers to a “20' equivalent unit,” which is a measurement used in the
container shipping industry to compare shipping containers of various sizes and configurations to a standard 20' dry van container; (4) “our owned fleet” means
the containers we own, plus the containers we lease from other companies under operating and finance leases; (5) “our managed fleet” means the containers we
manage that are owned by container investors; (6) “our fleet” and “our total fleet” mean our owned fleet plus our managed fleet; and (7) “container investors”
means investment entities that purchase portfolios of containers from us. Unless otherwise indicated herein, all share and per share information has been
adjusted for the 420-for-one stock split that was effected as of April 23, 2007.
CAI International, Inc.
We are one of the world’s leading container leasing and management companies. We believe that our share of the worldwide leased container fleet, as measured
in TEUs, increased from approximately 4.3% as of mid-1998 to 6.3% as of mid-2006, representing the seventh largest fleet of leased containers in the world. We
operate our business through two segments: container leasing and container management. We purchase new containers, lease them to container shipping lines and
either retain them as part of our owned fleet or sell them to container investors for whom we then provide management services. In operating our fleet, we lease,
re-lease and dispose of containers and contract for the repair, repositioning and storage of containers. As of March 31, 2007, our fleet comprised 684,000 TEUs,
74.7% of which represented our managed fleet and 25.3% of which represented our owned fleet.
We were founded in 1989 by our Executive Chairman, Hiromitsu Ogawa, as a traditional container leasing company that leased containers owned by us to
container shipping lines. In 1998, we shifted our strategic focus from leasing containers owned by us to managing containers owned by container investors. Our
managed fleet, as measured in TEUs, increased at a compounded annual growth rate of 19.2% from December 31, 1998 to December 31, 2006 as compared to a
compounded annual growth rate of 11.3% for our total fleet, as measured in TEUs, during the same period.
The shift in our strategic focus to managing containers for container investors has enabled us to grow our total fleet while reducing our debt and operating lease
commitments. This has allowed us to realize a higher return on assets and equity than we believe would have been possible if our fleet had consisted entirely of
containers owned by us. We reduced our debt, capital lease obligations and equipment operating lease commitments from $189.5 million as of December 31,
2001 to $78.7 million as of September 30, 2006. On October 1, 2006, we repurchased 50.0% of our then-outstanding common stock from Interpool. In connection
with this repurchase of our common stock, we incurred $77.5 million of incremental indebtedness, which caused our debt, capital lease obligations and equipment
operating lease commitments to increase to $155.4 million as of December 31, 2006. We will use our net proceeds from this offering to repay this incremental
indebtedness. As a result of these transactions, Mr. Ogawa’s ownership of our common stock increased from 50.0% to 100.0%. In February 2007
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Mr. Ogawa sold approximately 14.9% of our common stock, after giving effect to the conversion of our Series A cumulative redeemable convertible preferred
stock into common stock, to an entity affiliated with the Development Bank of Japan.
We lease our containers to lessees under long-term leases, short-term leases and finance leases. Long-term leases cover a specified number of containers that will
be on lease for a fixed period of time. Short-term leases provide lessees with the ability to lease containers either for a fixed term of less than one year or without
a fixed term on an as-needed basis, with flexible pick-up and drop-off of containers at depots worldwide. Finance leases are long-term lease contracts that grant
the lessee the right to purchase the container at the end of the term for a nominal amount. For the three months ended March 31, 2007, 92.4% of our fleet, as
measured in TEUs, was on lease. As of March 31, 2007, 70.5% of our on-lease fleet was on long-term leases, 27.6% was on short-term leases and 1.9% was on
finance leases.
We manage containers under management agreements that cover portfolios of containers. Our management agreements typically have terms of eight to 12 years
and provide that we receive a management fee based upon the actual rental revenue for each container less the actual operating expenses directly attributable to
that container. We also receive fees for selling used containers on behalf of container investors. For the three months ended March 31, 2007, our container
management segment generated revenues of $6.3 million and income before income taxes of $3.8 million. For the year ended December 31, 2005, the nine
months ended September 30, 2006 and the three months ended December 31, 2006, our container management segment generated revenues of $21.1 million,
$16.9 million and $9.0 million, respectively, and income before income taxes of $13.9 million, $10.4 million and $6.4 million, respectively.
Our container leasing segment revenue comprises container rental revenue and finance lease income from our owned fleet, and our container management
segment revenue comprises gain on sale of container portfolios and management fee revenue for managing containers for container investors. For the three
months ended March 31, 2007, our container leasing segment generated revenues of $8.2 million and income before income taxes of $2.0 million. For the year
ended December 31, 2005, the nine months ended September 30, 2006 and the three months ended December 31, 2006, our container leasing segment generated
revenues of $40.4 million, $25.2 million and $9.7 million, respectively, and income before income taxes of $4.3 million, $5.8 million and $1.9 million,
respectively.
For the three months ended March 31, 2007, we generated total revenues of $14.5 million, EBITDA of $11.1 million, and net income of $3.6 million. For the year
ended December 31, 2005, the nine months ended September 30, 2006 and the three months ended December 31, 2006, we generated total revenues of $61.6
million, $42.1 million and $18.6 million, respectively, EBITDA of $39.0 million, $30.1 million and $14.7 million, respectively, and net income of $10.0 million,
$10.4 million and $5.2 million, respectively.
Industry Overview
We operate in the worldwide intermodal freight container leasing industry. Intermodal freight containers, or containers, are large, standardized steel boxes used to
transport cargo by a number of means, including ship, truck and rail. Container shipping lines use containers as the primary means for packaging and transporting
freight internationally, principally from export-oriented economies in Asia to North America and Western Europe.
Containerisation International, Market Analysis: Container Leasing Market 2006, estimates that as of mid-2006 transportation companies, including container
shipping lines and freight forwarders, owned approximately 57.3% of the total worldwide container fleet and container leasing companies owned
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approximately 42.7% of the total worldwide container fleet. Given the uncertainty and variability of export volumes and the fact that container shipping lines
have difficulty in accurately forecasting their container requirements at different ports, the availability of containers for lease significantly reduces a container
shipping line’s need to purchase and maintain excess container inventory.
According to Drewry Shipping Consultants Limited, The Drewry Annual Container Market Review and Forecast 2006/2007, worldwide containerized cargo
volume grew each year from 1980 through 2005, attaining a compounded annual growth rate of 9.8% during that period. Drewry estimates that 2006 container
cargo volume grew 10.3% over the prior year. Drewry forecasts that cargo volume will continue to grow at approximately 9.0% annually through 2011. We
believe that this projected growth is due to several factors, including the continuing shift in global manufacturing capacity to lower labor cost regions such as
China and India, the continued integration of developing high-growth economies into global trade patterns, the continued conversion of cargo from bulk shipping
into container shipping and the growing liberalization and integration of world trade.
Our Strengths
We believe our strengths include the following:
•

Multiple Sources of Revenue. Our container rental revenue and management fee revenue are structured to provide us with stable revenue over
longer periods of time while our gain on sale of container portfolios has historically generated significant incremental revenue and facilitated
growth in management fee revenue by increasing the number of containers we manage for container investors. By having multiple sources of
revenue, we believe that we have been able to realize a higher return on assets and equity than would have been possible if our fleet had
consisted entirely of containers owned by us. We believe it is important to maintain a balance between the size of our owned fleet and our
managed fleet to maintain our multiple sources of revenue.

•

High-Quality Asset Management Services. We sell portfolios of leased containers to a number of container investors in Europe and Asia
through various intermediaries. Following the sale, we manage these portfolios on behalf of the container investors. We believe that container
investors view us as one of the highest quality companies providing container management services due to the quality of the container portfolios
that we sell and the asset management services that we provide. From January 1, 2004 through March 31, 2007, we sold to European and Asian
container investors containers representing 211,000 TEUs for $363.4 million of gross proceeds.

•

Capital-efficient Third-party Fleet Management Operation. We have grown our managed fleet by selling portfolios of containers to container
investors, most of which are subject to lease at the time of sale. By selling these portfolios to container investors, we are able to free up capital
more quickly than if we kept the containers as part of our owned fleet. This enables us to deploy the capital for other uses. Our container
management segment provides us with revenue at the time of sale, long-term contractual management fees and a sales fee earned when we sell
used containers for container investors, all with very little long-term investment from us.

•

Long-standing Container Lessee Relationships with Attractive Credit Characteristics. We currently lease containers to over 250 container
lessees, including many of the largest international container shipping lines. As of December 31, 2006, we conducted business with the top 20
lessees of our total fleet, as measured in TEUs, for an average of over 12 years. These top 20 lessees had, as of December 31, 2006, a weightedaverage Dynamar credit rating of 2.4 on a rating scale of one through ten, with a one representing the
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strongest credit rating. Dynamar B.V. provides credit ratings to the container leasing industry.
•

Experienced Management Team. We have significant experience in the container leasing industry. Our six key officers have an average of
approximately 15 years of experience in the container leasing industry. In addition, our marketing, operations and underwriting personnel have
developed long-term relationships with lessees that improve our access to continued opportunities with leading container shipping lines.

•

Flexibility to Satisfy Changing Market Demands. Our operating expertise and financial flexibility enable us to meet the evolving
requirements of lessees and container investors. We have significant experience in structuring and selling to container investors portfolios of
containers that have attractive investment returns. By selling these portfolios to container investors, we have been able to purchase a substantial
number of new containers while at the same time maintaining significant borrowing capacity under our senior secured credit facility. This has
enabled us to choose when to purchase new containers based upon our expectations of near-term market conditions and quickly respond to the
changing demands of lessees for short- and long-term leases.

•

Proprietary, Real-time Information Technology System. We have developed a proprietary, real-time information technology system to assist
us in managing our container fleet. Our proprietary IT system has been essential to providing a high level of customer service and we believe it
is scalable to satisfy our future growth without significant capital expenditures.

Risks Affecting Us
In operating our business we have faced and will continue to face significant challenges. Our ability to successfully operate our business is subject to numerous
risks as discussed more fully in the section entitled “Risk Factors.” For example:
•

world trade volume and economic growth could decline and other macroeconomic market conditions affecting the container leasing industry
could worsen;

•

demand from container investors to purchase portfolios of leased containers at prices that are attractive to us could decline;

•

container shipping lines could decide to buy rather than lease a larger percentage of the containers they use;

•

demand for leased containers by container shipping lines could decrease due to consolidation of container shipping lines or other factors;

•

per diem rates for leases could decline;

•

new container prices could change unexpectedly;

•

shipping may be disrupted by a number of causes, including terrorist attacks and regional economic instability; and

•

we may lose key members of our senior management.

Any of the above risks could cause our per diem or utilization rates to decline or could otherwise materially and adversely affect our business, financial position
and results of operations. An investment in our common stock involves risks. You should read and consider the information set forth in “Risk Factors” and all
other information set forth in this prospectus before investing in our common stock.
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Corporate Information
We were incorporated under the name Container Applications International, Inc. as a Nevada corporation in 1989 and reincorporated under the name CAI
International, Inc. in Delaware in 2007. Our principal executive offices are located at One Embarcadero Center, Suite 2101, San Francisco, California 94111. Our
telephone number is (415) 788-0100 and our Web site is located at http://www.caiintl.com. We expect to make our periodic reports and other information filed
with or furnished to the SEC available free of charge through our Web site as soon as reasonably practicable after those reports and other information are
electronically filed with or furnished to the SEC. Information contained on our Web site or any other Web site is not incorporated by reference into this
prospectus, and you should not consider information contained on our Web site or any other Web site to be a part of this prospectus.
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The Offering
Common stock offered by CAI International, Inc.

5,800,000 shares

Common stock outstanding after this offering

17,108,920 shares

Offering price

$

Use of proceeds

To repay a portion of our outstanding indebtedness, including
a $37.5 million convertible subordinated note, a $17.5 million
term loan outstanding under our senior secured credit facility,
and a portion of the amount outstanding under the revolving
line of credit under our senior secured credit facility. See “Use
of Proceeds.”

New York Stock Exchange symbol

CAP

per share

The number of shares outstanding after this offering is based on 10,584,000 shares of common stock outstanding as of March 31, 2007 and, unless otherwise
indicated:
•

includes the conversion of all outstanding shares of Series A cumulative redeemable convertible preferred stock into 724,920 shares of common
stock, which will occur immediately prior to the completion of this offering;

•

excludes 36,876 shares of common stock subject to restricted stock grants under our 2007 Equity Incentive Plan, which we intend to grant under
our 2007 Equity Incentive Plan upon the pricing of this offering;

•

excludes 546,120 shares of common stock issuable upon exercise of options with an exercise price equal to the public offering price in this
offering, which we intend to grant upon the pricing of this offering; and

•

excludes 138,984 shares of common stock that will be reserved for future issuance under our 2007 Equity Incentive Plan.

Unless otherwise indicated, this prospectus assumes no exercise of the underwriters’ over-allotment option to purchase up to 870,000 shares of common stock
from us.
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Summary Historical Consolidated Financial and Operating Data
The summary consolidated financial data presented below under the heading “Statement of Income Data” for the years ended December 31, 2004 and 2005, the
nine months ended September 30, 2006 and the three months ended December 31, 2006 have been derived from our audited consolidated financial statements
included elsewhere in this prospectus. The summary consolidated financial data presented below under the heading “Statement of Income Data” for the three
months ended March 31, 2006 and 2007 and under the heading “Balance Sheet Data” as of March 31, 2007 are unaudited, have been derived from our unaudited
consolidated financial statements that are included elsewhere in this prospectus and have been prepared on the same basis as our audited consolidated financial
statements. In the opinion of management, the unaudited consolidated summary financial data presented below under the headings “Statement of Income Data”
and “Balance Sheet Data” reflect all normal and recurring adjustments necessary to fairly present our financial condition and results of operations as of and for
the periods presented.
Prior to October 1, 2006, we had two principal stockholders, each of whom beneficially owned 50.0% of our outstanding common stock. These stockholders were
our founder and Executive Chairman, Hiromitsu Ogawa, and Interpool. On October 1, 2006, we repurchased 10,584,000 shares, or 50.0% of our then-outstanding
common stock, held by Interpool. The repurchase resulted in an increase in the percentage of our common stock held by Mr. Ogawa from 50.0% to 100.0%. In
connection with this transaction we have applied pushdown accounting in accordance with Staff Accounting Bulletin No. 54 (“SAB No. 54”) and accounted for
the purchase as a step acquisition in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 141, Business Combinations (“SFAS No. 141”).
Due to the application of pushdown accounting and step acquisition accounting in our financial statements, our financial condition and results of operations after
September 30, 2006 will not be comparable in some respects to our financial condition and results of operations reflected in our historical financial statements as
of dates or for periods prior to October 1, 2006.
The consolidated balance sheet and statement of income data in this prospectus prior to October 1, 2006 refer to the Predecessor company and this period is
referred to as the pre-repurchase period, while the consolidated balance sheet and statement of income data on and subsequent to October 1, 2006 refer to the
Successor company and this period is referred to as the post-repurchase period. A line has been drawn between the accompanying financial statements to
distinguish between the pre-repurchase and post-repurchase periods.
The pro forma, as adjusted balance sheet data as of March 31, 2007 give effect to: (1) the conversion of all our preferred stock to common stock; (2) payment of
accrued dividends on our preferred stock; (3) our receipt of the proceeds from the repayment of promissory notes (including all accrued and unpaid interest)
issued to certain executive officers in connection with the purchase of 524,376 shares of Series A cumulative redeemable convertible preferred stock; (4) the sale
by us of 5,800,000 shares of common stock at an assumed initial public offering price of $15.00 per share, which is the mid-point of the initial public offering
price range as set forth on the cover of this prospectus; (5) the payment of cash bonuses of $263,000 to our employees; and (6) the application of the net proceeds
of this offering to repay certain indebtedness as set forth in “Use of Proceeds.”
We adopted the Financial Accounting Standards Board (“FASB”) Staff Position Accounting for Planned Major Maintenance Activities (“FSP AUG AIR-1”)
effective January 1, 2007. As a result we have retroactively adjusted our consolidated financial statements to reflect the direct expense method of accounting for
maintenance, a method permitted under this Staff Position. The impact of the application of FSP AUG AIR-1 to our storage and handling expense was a $47,000
increase in the three months ended December 31, 2006, an increase of $179,000 for the nine months ended September 30, 2006 and increases of $421,000 and
$511,000 for 2005 and 2004, respectively.
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The operating data presented below under “Selected Operating Data” are not audited. Historical results are not necessarily indicative of the results to be expected
for future periods. You should read the summary historical consolidated financial and operating data presented below in conjunction with “Unaudited Pro Forma
Financial Information,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and
related notes included elsewhere in this prospectus.
Predecessor
Year Ended
December 31,
2004
2005

Successor
Nine Months
Three Months
Ended
Ended
September 30,
December 31,
2006
2006
(in thousands, except per share data)

Predecessor
Three Months
Ended
March 31,
2006

$

$

Successor
Three Months
Ended
March 31,
2007

(unaudited)

Statement of Income Data:
Revenue
Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Operating Expenses
Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Operating income
Net interest expense
Income before income taxes
Income tax expense
Net income
(Accretion) decretion of preferred stock
Net income (loss) available to common
stockholders
Net income (loss) per share available to common stockholders
Basic
Diluted
Weighted-average shares outstanding
Basic
Diluted

$ 45,855
6,809
13,420
602
66,686

$ 39,614
11,230
9,913
829
61,586

15,545
—
275
(718)
10,636
6,164
11,783
43,685
23,001
7,623
15,378
6,149
9,229
(641)

14,764
—
572
(1,166)
6,875
3,853
12,551
37,449
24,137
7,771
16,366
6,377
9,989
(713)

24,228
8,530
8,365
927
42,050

$

9,653
—
270
(804)
1,187
2,411
8,967
21,684
20,366
4,146
16,220
5,856
10,364
1,464

9,383
3,569
5,392
267
18,611
2,360
307
81
(747)
395
779
3,389
6,564
12,047
3,695
8,352
3,119
5,233
(6)

8,062
2,574
1,932
307
12,875

$

3,367
—
237
(147)
396
667
3,349
7,869
5,006
1,596
3,410
1,231
2,179
488

7,880
3,419
2,895
319
14,513
1,690
308
119
(1,005)
395
671
3,302
5,480
9,033
3,230
5,803
2,191
3,612
(5,572)

$

8,588

$

9,276

$

11,828

$

5,227

$

2,667

$

(1,960)

$

0.41
0.41

$

0.44
0.44

$

0.56
0.48

$

0.49
0.36

$

0.13
0.10

$

(0.19)
(0.19)

21,168
21,168

21,168
21,168

$ 38,644
125,732
119,224

$ 38,996
127,288
102,097

21,168
21,735

10,584
16,270

21,168
21,772

10,584
10,584

Other Financial Data:
EBITDA (unaudited)(1)
Purchase of containers
Net proceeds from sale of container portfolios

footnotes on following page
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$

30,094
89,366
67,912

$

14,746
45,843
49,252

$

8,398
10,754
17,018

$

11,066
37,215
24,908
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As of March 31, 2007
Pro Forma
Adjustments(2)(3)
(in thousands)
(unaudited)

Actual

Balance Sheet Data:
Cash
Container rental equipment, net
Net investment in direct finance leases
Total assets
Long-term debt
Total liabilities
Cumulative redeemable convertible preferred stock
Total stockholders’ equity

$

7,775
171,144
8,413
283,757
156,292
247,482
10,472
25,803

(482)

(78,600)
(10,472)
88,853

Selected Operating Data:
Managed fleet in TEUs(4)
Owned fleet in TEUs(4)
Total

2005

416,254
171,790
588,044

456,076
141,653
597,729

$

7,293
171,144
8,413
283,275
77,692
168,882
—
114,393

2006

As of
March 31,
2007

483,333
185,645
668,978

511,000
172,853
683,853

As of December 31,
2004

Pro Forma,
As
Adjusted(2)(3)

(unaudited)

Percentage of on-lease fleet on long-term leases
Percentage of on-lease fleet on short-term leases
Percentage of on-lease fleet on finance leases
Total

57.7%
41.2
1.1
100.0%

64.7%
33.5
1.8
100.0%

65.3%
32.8
1.9
100.0%

Year Ended December 31,
2004

2005

2006

70.5%
27.6
1.9
100.0%
Three
Months
Ended
March 31,
2007

(unaudited)

Utilization rate(5)
(1)

89.8%

90.7%

90.6%

92.4%

EBITDA is defined as net income before interest, income taxes, depreciation and amortization. We believe EBITDA is helpful in understanding our past
financial performance as a supplement to net income and other performance measures calculated in conformity with accounting principles generally accepted
in the United States (“GAAP”). Our management believes that EBITDA is useful to investors in evaluating our operating performance because it provides a
measure of operating results unaffected by differences in capital structures, capital investment cycles and ages of related assets among otherwise comparable
companies in our industry. EBITDA has limitations as an analytical tool and you should not consider it in isolation or as a substitute for any measure reported
under GAAP. EBITDA’s usefulness as a performance measure as compared to net income is limited by the fact that EBITDA excludes the impact of interest
expense, depreciation and amortization expense and taxes. We borrow money in order to finance our operations; therefore, interest expense is a necessary
element of

footnotes continued on following page
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our costs and ability to generate revenue. Similarly, our use of capital assets makes depreciation and amortization expense a necessary element of our costs and
ability to generate income. In addition, since we are subject to state and federal income taxes, any measure that excludes tax expense has material limitations.
Moreover, EBITDA is not calculated identically by all companies; therefore our presentation of EBITDA may not be comparable to similarly titled measures
of other companies. Due to these limitations, we use EBITDA as a measure of performance only in conjunction with GAAP measures of performance, such as
net income. The following table provides a reconciliation of EBITDA to net income, the most comparable performance measure under GAAP:
Predecessor
Nine Months
Year Ended
Ended
December 31,
September 30,
2006
2004
2005

Successor
Three Months
Ended
December 31,
2006

Predecessor
Three Months
Ended
March 31,
2006

Successor
Three Months
Ended
March 31,
2007

$

$

(in thousands)
(unaudited)

Net income
Add:
Net interest expense
Depreciation
Amortization of intangible assets
Income tax expense
EBITDA
(2)

(3)

(4)

$ 9,229

$ 9,989

7,623
15,643
—
6,149

7,771
14,859
—
6,377

$ 38,644

$ 38,996

$

10,364

$

4,146
9,728
—
5,856
$

30,094

5,233
3,695
2,392
307
3,119

$

14,746

2,179
1,596
3,392
—
1,231

$

8,398

3,612
3,230
1,725
308
2,191

$

11,066

The pro forma, as adjusted balance sheet data as of March 31, 2007 give effect to the following events as if they had occurred on March 31, 2007: (a) the
conversion of all outstanding shares of Series A cumulative redeemable convertible preferred stock into 724,920 shares of common stock; (b) the payment of
all accrued dividends on all outstanding shares of Series A cumulative redeemable convertible preferred stock; (c) our receipt of the proceeds from the
repayment of promissory notes (including all accrued and unpaid interest) issued to certain executive officers in connection with the purchase of 524,376
shares of Series A cumulative redeemable convertible preferred stock; (d) the sale by us of 5,800,000 shares of common stock in this offering at an assumed
initial public offering price of $15.00 per share which is the mid-point of the initial public offering price range as set forth on the cover of this prospectus;
(e) our receipt of the estimated net proceeds of this offering of $78.6 million after deducting underwriting discounts and commissions and estimated offering
expenses payable by us; (f) the payment of cash bonuses of $263,000 to our employees; and (g) the application of the estimated net proceeds of this offering to
repay certain indebtedness as set forth in “Use of Proceeds.”
Assuming the number of shares offered by us as set forth on the cover page of this prospectus remains the same, after deducting underwriting discounts and
commissions and estimated offering expenses payable by us, a $1.00 increase (decrease) in the assumed offering price per share would decrease (increase)
long-term debt and total liabilities and increase (decrease) stockholders’ equity by $5.4 million.
Reflects the total number of TEUs included in our managed or owned fleet, as applicable, as of the end of the period indicated, including units held for sale
and units held at the manufacturer that we have purchased.

footnotes continued on following page
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(5)

Reflects the average number of TEUs in our fleet on lease as a percentage of total TEUs available for lease. In calculating TEUs available for lease, we
exclude units held for sale and units held at the manufacturer that we have purchased. The utilization rate for a period is calculated by averaging the utilization
rates at the end of each calendar month during the period. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” for
a discussion of the calculation of our utilization rate.
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RISK FACTORS
An investment in our common stock involves a high degree of risk. You should carefully consider the following risk factors, together with the other information
contained in this prospectus, including our financial statements and the related notes, before investing in our common stock. Any of the risk factors we describe
below could adversely affect our business, cash flows, results of operations and financial condition. The market price of our common stock could decline and you
may lose some or all of your investment if one or more of these risks and uncertainties develop into actual events.
Risks Related to Our Business and the Container Leasing Industry
The demand for leased containers depends on many political, economic and other factors beyond our control.
Substantially all of our revenue comes from activities related to the leasing of containers. Our ability to continue successfully leasing containers to container
shipping lines, earning management fees on leased containers and attracting container investors to purchase container portfolios from us depends in part upon the
continued demand for leased containers. The demand for containers is affected by numerous factors.
Demand for containers depends largely on the rate of world trade and economic growth, with U.S. consumer demand being the most critical factor affecting this
growth. Economic downturns in one or more countries, particularly in the United States and other countries with consumer-oriented economies, could result in a
reduction in world trade volume or in demand by container shipping lines for leased containers. Thus, a decrease in the volume of world trade may adversely
affect our utilization and per diem rates and lead to reduced revenue, increased operating expenses (such as storage and repositioning costs) and have an adverse
effect on our financial performance. We cannot predict whether, or when, such downturns will occur.
Much of our leasing business involves shipments of goods exported from Asia. From time to time, there have been economic disruptions, health scares, such as
SARS and avian flu, financial turmoil, natural disasters and political instability in Asia. If these events were to occur in the future, they could adversely affect our
container lessees and the general demand for shipping and lead to reduced demand for leased containers or otherwise adversely affect us.
Other general factors affecting demand for leased containers, utilization and per diem rates include the following:
•

prices of new and used containers;

•

economic conditions and competitive pressures in the shipping industry;

•

shifting trends and patterns of cargo traffic;

•

the availability and terms of container financing;

•

fluctuations in interest rates and foreign currency values;

•

overcapacity or undercapacity of the container manufacturers;

•

the lead times required to purchase containers;

•

the number of containers purchased by competitors and container lessees;

•

container ship fleet overcapacity or undercapacity;

•

increased repositioning by container shipping lines of their own empty containers to higher-demand locations in lieu of leasing containers from
us;
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•

consolidation or withdrawal of individual container lessees in the container shipping industry;

•

import/export tariffs and restrictions;

•

customs procedures, foreign exchange controls and other governmental regulations;

•

natural disasters that are severe enough to affect local and global economies; and

•

political and economic factors.

All of these factors are inherently unpredictable and beyond our control. These factors will vary over time, often quickly and unpredictably, and any change in
one or more of these factors may have a material adverse effect on our business and results of operations. Many of these factors also influence the decision by
container shipping lines to lease or buy containers. Should one or more of these factors influence container shipping lines to buy a larger percentage of the
containers they operate, our utilization rate would decrease, resulting in decreased revenue and increased storage and repositioning costs.
Our operating results have fluctuated significantly in the past and may fluctuate significantly in the future.
Our revenue comes primarily from the leasing of containers owned by us, management fees earned on containers owned by container investors and gain on sale
of container portfolios to container investors. Historically, our annual and quarterly total revenues, net income and cash flows have fluctuated significantly as a
result of fluctuations in our gain on sale of container portfolios. Selling containers to container investors has very little associated incremental expense, which
means that our quarterly results may fluctuate significantly depending upon the amount of gain on sale of container portfolios, if any, we realize in a quarter. Due
to seasonal increased demand for containers in the several months leading up to the holiday season in the United States and Europe and higher demand for
purchasing containers by container investors toward the end of the calendar year, a higher proportion of our container sales to investors has typically occurred in
the second half of each calendar year. Although by comparison our container rental revenue and management fee revenue have historically fluctuated much less
than our gain on sale of container portfolios, container rental revenue and management revenue may also fluctuate significantly in future periods based upon the
level of demand by container shipping lines for leased containers, our ability to maintain a high utilization rate of containers in our total fleet, changes in per diem
rates for leases and fluctuations in operating expenses.
A large part of our revenue comes from gain on sale of container portfolios and our container sale activities in the future may result in lower gains or
losses on sales of containers.
Our revenue from gain on sale of container portfolios depends on our ability to make a profit on containers that we purchase and then resell to container investors.
We typically enter into firm purchase orders for containers before we begin finding lessees for the containers, and the time necessary to lease these containers
may be much longer than we anticipate. The price that a container investor is willing to pay for a portfolio of containers depends on a number of factors,
including the historical and future expected cash flows from the portfolio to the container investor, the credit ratings of the lessees, the mix of short-term and
long-term leases, the number of TEUs in the portfolio, the timing of the sale and alternative investment opportunities available to the container investor. If any of
these factors changes unexpectedly during the period between the date of our purchase order to the date a container investor purchases the container from us, we
may recognize a lower gain on sale of the containers to investors, sell them to container investors at a loss or retain them as part of our owned fleet.
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The container investors that purchase containers from us are located in four countries and a change in the conditions and laws in any of these countries
could significantly reduce demand by container investors to purchase containers.
The container investors that have historically purchased containers from us are located in Germany, Switzerland, Austria and Japan. The willingness of these
investors to continue to purchase containers from us will depend upon a number of factors outside of our control, including the laws in the countries in which they
are domiciled, the tax treatment of an investment and restrictions on foreign investments. If a change in tax laws or other conditions makes investments in
containers less attractive, we will need to identify new container investors. The process of identifying new container investors and selling containers to them
could be lengthy and we may not be able to find new container investors in these circumstances, which would result in a substantial reduction in the amount of
gain on sale of container portfolios and cash flow we recognize.
We derive a substantial portion of our revenue for each of our container management and container leasing segments from a limited number of
container investors and container lessees, respectively, and the loss of, or reduction in business by, any of these container investors or container lessees
could result in a significant loss of revenue and cash flow.
We have derived, and believe that we will continue to derive, a significant portion of our revenue and cash flow from a limited number of container investors and
container lessees. Our business comprises two reportable segments for financial statement reporting purposes: container management and container leasing.
Revenue for our container management segment comes primarily from container investors that purchase portfolios of containers and then pay us to manage the
containers for them. Revenue for our container leasing segment comes primarily from container lessees that lease containers from our owned fleet.
Revenue from our ten largest container lessees represented 57.7% of the revenue from our container leasing segment for the year ended December 31, 2006, on a
pro forma, as adjusted basis, with revenue from our single largest container lessee accounting for 13.8%, or $4.8 million, of revenue from our container leasing
segment during such period. This $4.8 million of revenue represented 7.9% of our total revenue for this period. We do not distinguish between our owned fleet
and our managed fleet when we enter into leases with container shipping lines. Accordingly, the largest lessees of our owned fleet are typically among the largest
lessees of our managed fleet, and our management fee revenue is based in part on the number of managed containers on lease to container lessees. As a result, the
loss of, or default by, any of our largest container lessees could have a material adverse effect on the revenue for both our container management segment and our
container leasing segment. In addition, many of the management agreements with our container investors contain performance criteria, such as minimum per
diem net income per container or minimum utilization rates for the pool of containers owned by the container investors. In the event we fail to meet one or more
of these criteria in a management agreement, the independent investment arrangers who typically act on behalf of container investors may have the right to
terminate the management agreement. In the year ended December 31, 2006, container investors associated with five independent investment arrangers
represented 95.6% of our container management revenue on a pro forma, as adjusted basis. If we were to not perform our obligations as a container manager
under the management agreements controlled by an independent investment arranger, the independent investment arranger could decide to terminate all of the
management agreements under which we have not performed our obligations. Managed containers associated with our single largest container investor accounted
for 29.8%, or $7.7 million, of revenue from our container management segment during the year ended December 31, 2006, on a pro forma, as adjusted basis. This
$7.7 million of revenue represented 12.7% of our total revenue for this period. The termination of the management agreements under the control of a single
investment arranger or the loss of our largest container investor as a management services customer could have a material adverse effect on the revenue for our
container management segment. For a description of our results of operations for the year ended December 31, 2006 on a pro forma, as adjusted basis, see
“Unaudited Pro Forma Financial Information.”
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Consolidation and concentration in the container shipping industry could decrease the demand for leased containers.
We primarily lease containers to container shipping lines. We believe container shipping lines require two TEUs of available containers for every TEU of capacity
on their container ships. Container shipping lines have historically relied on a large number of leased containers to satisfy their needs. Consolidation of major
container shipping lines could create efficiencies and decrease the demand that container shipping lines have for leased containers because they may be able to
fulfill a larger portion of their needs through their owned container fleets. It could also create concentration of credit risk if the number of our container lessees
decreases due to consolidation. Additionally, large container shipping lines with significant resources could choose to manufacture their own containers, which
would decrease their demand for leased containers and could have an adverse impact on our business.
Per diem rates for our leased containers may decrease, which would have a negative effect on our business and results of operations.
Per diem rates for our leased containers depend on a large number of factors, including the following:
•

the type and length of the lease;

•

embedded residual assumptions;

•

the type and age of the container;

•

the number of new containers available for lease by our competitors;

•

the location of the container being leased; and

•

the price of new containers.

Because steel is the major component used in the construction of new containers, the price of new containers is highly correlated with the price of raw steel.
Container prices and leasing rates increased from 2003 to 2004, and again in the second half of 2006, partially due to an increase in worldwide steel prices, while
in the late 1990s, new container prices and per diem rates declined, because of, among other factors, a drop in worldwide steel prices and a shift in container
manufacturing from Taiwan and Korea to areas in mainland China with lower labor costs. Container prices and per diem rates may fall again.
In addition, per diem rates may be negatively impacted by the entrance of new leasing companies, overproduction of new containers by manufacturers and overbuying of containers by container shipping lines and leasing competitors. For example, during 2001 and again in 2005, overproduction of new containers, coupled
with a build-up of container inventories in Asia by leasing companies and container shipping lines, led to decreasing per diem rates and utilization rates. In the
event that the container shipping industry were to be characterized by overcapacity in the future, or if available supply of containers were to increase significantly
as a result of, among other factors, new companies entering the business of leasing and selling containers, both utilization and per diem rates may decrease,
adversely affecting our revenue and operating results.
A reduction in the willingness of container investors to have us manage their containers could adversely affect our business, results of operations and
financial condition.
A significant percentage of our revenue is attributable to management fees earned on services related to the leasing of containers owned by container investors.
This revenue has very low direct operating costs associated with it. Accordingly, fluctuations in our management fee revenue in any period will have a significant
impact on our profitability in that period. If we fail to meet performance requirements contained in our management agreements, container investors may seek to
terminate these agreements. Moreover, our ability to continue to attract new management contracts depends upon a number of factors, including our ability to
lease containers on attractive lease terms and to efficiently manage the
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repositioning and disposition of containers. In the event container investors perceive another container leasing company as better able to provide them with a
stable and attractive rate of return, existing contracts may not be renewed, and we may lose management contract opportunities in the future, which could affect
our business, results of operations and financial condition.
As we increase the number of containers in our owned fleet, we will be subject to significantly greater ownership risks.
The number of containers in our owned fleet fluctuates over time as we purchase new containers and sell containers to container investors or into the secondary
resale market. As part of our strategy, we plan to increase both the number of owned containers as well as the number of managed containers in our fleet. We paid
$37.2 million to purchase containers in the three months ended March 31, 2007 and we expect to purchase an aggregate of approximately $150.0 million to
$200.0 million of new containers in 2007. We believe we will be able to find container investors to purchase the desired portion of the new containers that we
purchase and lease. If we are unable to locate container investors to purchase these containers, we will operate the containers as part of our owned fleet.
Ownership of containers entails greater risk than management of containers for container investors, meaning that as we increase the number of containers in our
owned fleet, we will be subject to an increased level of risk from loss or damage to equipment, financing costs, changes in per diem rates, re-leasing risk, changes
in utilization rates, lessee defaults, repositioning costs, storage expenses, impairment charges and changes in sales price upon disposition of containers.
As we increase the number of containers in our owned fleet we will have significantly more capital at risk and may not be able to satisfy the future
capital requirements of our container management business.
As we increase the number of containers in our owned fleet, either as a result of planned growth in our owned fleet or as a result of our inability to sell containers
to container investors, we may need to maintain higher debt balances which may adversely affect our return on equity and reduce our capital resources, including
our ability to borrow money to continue expanding our managed fleet. Future borrowings may not be available under our senior secured credit facility or we may
not be able to refinance the facility, if necessary, on commercially reasonable terms or at all. We may need to raise additional debt or equity capital in order to
fund our business, expand our sales activities and/or respond to competitive pressures. We may not have access to the capital resources we desire or need to fund
our business. These effects, among others, may reduce our profitability and adversely affect our plans to continue the expansion of the container management
portion of our business.
Our container lessees prefer newer containers, so to stay competitive we must continually add new containers to our fleet. If we are unable to make necessary
capital expenditures, our fleet of containers may be less attractive to our container lessees and our profitability could suffer.
Gains and losses associated with the disposition of used container equipment may fluctuate and adversely affect our results of operations.
We regularly sell used, older containers upon lease expiration. The residual values of these containers therefore affect our profitability. The volatility of the
residual values of such containers may be significant. These values depend upon, among other factors, raw steel prices, applicable maintenance standards,
refurbishment needs, comparable new container costs, used container availability, inflation rates, market conditions, materials and labor costs and equipment
obsolescence. Most of these factors are outside of our control.
Containers are typically sold if it is in the best interest of the owner to do so after taking into consideration earnings prospects, book value, remaining useful life,
repair condition, suitability for leasing or other uses and the prevailing local sales price for containers. Gains or losses on the disposition of used container
equipment and the sales fees earned on the disposition of managed containers will also
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fluctuate and may be significant if we sell large quantities of used containers. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” for a discussion of our gains or losses on the disposition of used container equipment.
We may incur significant costs to reposition containers.
When lessees return containers to locations where supply exceeds demand, we routinely reposition containers to higher demand areas. Repositioning expenses
vary depending on geographic location, distance, freight rates and other factors, and may not be fully covered by drop-off charges collected from the last lessee of
the containers or pick-up charges paid by the new lessee. We seek to limit the number of containers that can be returned and impose surcharges on containers
returned to areas where demand for such containers is not expected to be strong. However, market conditions may not enable us to continue such practices. In
addition, we may not accurately anticipate which port locations will be characterized by high or low demand in the future, and our current contracts will not
protect us from repositioning costs if ports that we expect to be high-demand ports turn out to be low-demand ports at the time leases expire.
Lessee defaults may adversely affect our business, results of operations and financial condition by decreasing revenue and increasing storage,
repositioning, collection and recovery expenses.
Our containers are leased to numerous container lessees. Lessees are required to pay rent and indemnify us for damage to or loss of containers. Lessees may
default in paying rent and performing other obligations under their leases. A delay or diminution in amounts received under the leases (including leases on our
managed containers), or a default in the performance of maintenance or other lessee obligations under the leases could adversely affect our business, results of
operations and financial condition and our ability to make payments on our debt.
Our cash flows from containers, principally container rental revenue, management fee revenue, gain on sale of container portfolios, gain on disposition of used
container equipment and commissions earned on the sale of containers on behalf of container investors, are affected significantly by the ability to collect
payments under leases and the ability to replace cash flows from terminating leases by re-leasing or selling containers on favorable terms. All of these factors are
subject to external economic conditions and the performance by lessees and service providers that are not within our control.
When lessees default, we may fail to recover all of our containers and the containers we do recover may be returned to locations where we will not be able to
quickly re-lease or sell them on commercially acceptable terms. We may have to reposition these containers to other places where we can re-lease or sell them,
which could be expensive depending on the locations and distances involved. Following repositioning, we may need to repair the containers and pay container
depots for storage until the containers are re-leased. For our owned containers these costs will directly reduce our income before taxes and for our managed
containers, lessee defaults will increase operating expenses, and thus reduce our management fee revenue. While we maintain insurance to cover such defaults, it
is subject to large deductible amounts and significant exclusions and, therefore, may not be sufficient to prevent us from suffering material losses. Additionally,
this insurance might not be available to us in the future on commercially reasonable terms or at all. While in recent years defaults by lessees on our owned fleet,
as measured by our experience and reflected on our financial statements as an allowance for doubtful accounts, have not constituted a significant percentage of
our assets, future defaults could have a material adverse effect on our business, results of operations and financial condition.
Changes in market price, availability or transportation costs of containers could adversely affect our ability to maintain our supply of containers.
We currently purchase almost all of our containers from manufacturers based in China. If it were to become more expensive for us to procure containers in China
or to transport these containers at a low cost from China to the locations where they are needed by our container lessees because of changes in
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exchange rates between the U.S. Dollar and Chinese Yuan, further consolidation among container suppliers, increased tariffs imposed by the United States or
other governments or for any other reason, we may have to seek alternative sources of supply. While we are not currently dependent on any single current
manufacturer of our containers, we may not be able to make alternative arrangements quickly enough to meet our container needs, and the alternative
arrangements may increase our costs. The availability of containers depends significantly on the availability and cost of steel in China. If a shortage of steel
develops either in China or worldwide, container manufacturers may not be able to meet our demand for new containers which would limit our ability to add new
containers to our fleet.
Terrorist attacks, the threat of such attacks or the outbreak of war and hostilities could negatively impact our operations and profitability and may
expose us to liability.
Terrorist attacks and the threat of such attacks have contributed to economic instability in the United States and elsewhere, and further acts or threats of terrorism,
violence, war or hostilities could similarly affect world trade and the industries in which we and our container lessees operate. For example, worldwide
containerized trade dramatically decreased in the immediate aftermath of the September 11, 2001 terrorist attacks in the United States, which affected demand for
leased containers. In addition, terrorist attacks, threats of terrorism, violence, war or hostilities may directly impact ports, depots, our facilities or those of our
suppliers or container lessees and could impact our sales and our supply chain. A severe disruption to the worldwide ports system and flow of goods could result
in a reduction in the level of international trade and lower demand for our containers.
We maintain liability insurance that we believe would apply to claims arising from a terrorist attack, and our lease agreements require our lessees to indemnify us
for all costs, liabilities and expenses arising out of the use of our containers, including property damage to the containers, damage to third-party property and
personal injury. However, our lessees may not have adequate resources to honor their indemnity obligations and our insurance coverage is subject to large
deductibles, a $15.0 million limit on coverage and significant exclusions. Accordingly, we may not be protected from liability (and expenses in defending against
claims of liability) arising from a terrorist attack.
Our senior executives are critical to the success of our business and our inability to retain them or recruit new personnel could adversely affect our
business.
Most of our senior executives and other management-level employees have over ten years of industry experience. We rely on this knowledge and experience in
our strategic planning and in our day-to-day business operations. Our success depends in large part upon our ability to retain our senior management, the loss of
one or more of whom could have a material adverse effect on our business. Our success also depends on our ability to retain our experienced sales force and
technical personnel as well as recruiting new skilled sales, marketing and technical personnel. Competition for these individuals in our industry is intense and we
may not be able to successfully recruit, train or retain qualified personnel. If we fail to retain and recruit the necessary personnel, our business and our ability to
obtain new container lessees and provide acceptable levels of customer service could suffer. With the exception of Mr. Hiromitsu Ogawa, our Executive
Chairman, Mr. Masaaki (John) Nishibori, our President and Chief Executive Officer, and Mr. Victor Garcia, our Senior Vice President and Chief Financial
Officer, we do not have employment agreements with any of our employees.
We rely on our proprietary information technology system to conduct our business. If this system fails to adequately perform its functions, or if we
experience an interruption in its operation, our business, results of operations and financial prospects could be adversely affected.
The efficient operation of our business is highly dependent on our proprietary information technology system. We rely on our system to track transactions, such as
repair and depot charges and changes to book value, and movements associated with each of our owned or managed containers. We use the information provided
by this system in our day-to-day business decisions in order to effectively manage
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our lease portfolio and improve customer service. We also rely on it for the accurate tracking of the performance of our managed fleet for each container investor.
The failure of our system to perform as we expect could disrupt our business, adversely affect our results of operations and cause our relationships with lessees
and container investors to suffer. In addition, our information technology system is vulnerable to damage or interruption from circumstances beyond our control,
including fire, natural disasters, power loss and computer systems failures and viruses. Any such interruption could have a material adverse effect on our business,
results of operations and financial prospects.
Our level of indebtedness reduces our financial flexibility and could impede our ability to operate.
We intend to borrow additional amounts under our senior secured credit facility to purchase containers and expect that we will maintain a significant amount of
indebtedness on an ongoing basis. All of our borrowings under our senior secured credit facility are due and payable on September 30, 2010, and there is no
assurance that we will be able to refinance our outstanding indebtedness, or if refinancing is available, that it can be obtained on terms that we can afford.
Our senior secured credit facility requires us to pay a variable rate of interest, which will increase or decrease based on variations in certain financial indexes, and
fluctuations in interest rates can significantly decrease our profits. We have purchased no hedge or similar contracts that would protect us against changes in
interest rates.
The amount of our indebtedness could have important consequences for you, including the following:
•

requiring us to dedicate a substantial portion of our cash flow from operations to make payments on our debt, thereby reducing funds available
for operations, future business opportunities and other purposes;

•

limiting our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

•

making it more difficult for us to satisfy our debt obligations, and any failure to comply with such obligations, including financial and other
restrictive covenants, could result in an event of default under the agreements governing such indebtedness, which could lead to, among other
things, an acceleration of our indebtedness or foreclosure on the assets securing our indebtedness, which could have a material adverse effect on
our business or financial condition;

•

limiting our ability to borrow additional funds, or to sell assets to raise funds, if needed, for working capital, capital expenditures, acquisitions or
other purposes; and

•

increasing our vulnerability to general adverse economic and industry conditions, including changes in interest rates.

As of March 31, 2007, our total debt was approximately $156.3 million. We may not generate sufficient cash flow from operations to service and repay our debt
and related obligations and have sufficient funds left over to achieve or sustain profitability in our operations, meet our working capital and capital expenditure
needs or compete successfully in our industry.
We will require a significant amount of cash to service and repay our outstanding indebtedness and our ability to generate cash depends on many
factors beyond our control.
Our ability to make payments on and repay our indebtedness and to fund planned capital expenditures will depend on our ability to generate cash in the future.
We intend to repay a portion of our indebtedness using proceeds from this offering. The amount of our net interest expense for Adjusted 2006 assumes the
repayment of the $77.5 million of debt incurred in connection with our repurchase of common stock from Interpool with the net proceeds of this offering.
Assuming the number of shares
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offered by us as set forth on the cover page of this prospectus remains the same, after deducting underwriting discounts and commissions and estimated offering
expenses, a $1.00 increase (decrease) in the assumed offering price per share would decrease (increase) net interest expense for Adjusted 2006 by approximately
$400,000. For a description of “Adjusted 2006” see “Unaudited Pro Forma Financial Information.” It is possible that:
•

our business will not generate sufficient cash flow from operations to service and repay our debt and to fund working capital requirements and
planned capital expenditures;

•

future borrowings will not be available under our current or future credit facilities in an amount sufficient to enable us to refinance our debt; or

•

we will not be able to refinance any of our debt on commercially reasonable terms or at all.

Our senior secured credit facility imposes, and the terms of any future indebtedness may impose, significant operating, financial and other restrictions
on us and our subsidiaries.
Restrictions imposed by our senior secured credit facility will limit or prohibit, among other things, our ability to:
•

incur additional indebtedness;

•

pay dividends on or redeem or repurchase our stock;

•

enter into new lines of business;

•

issue capital stock of our subsidiaries;

•

make loans and certain types of investments;

•

create liens;

•

sell certain assets or merge with or into other companies;

•

enter into certain transactions with stockholders and affiliates; and

•

restrict dividends, distributions or other payments from our subsidiaries.

These restrictions could adversely affect our ability to finance our future operations or capital needs and pursue available business opportunities. A breach of any
of these restrictions, including breach of financial covenants, could result in a default in respect of the related indebtedness. If a default occurs, the relevant
lenders could elect to declare the indebtedness, together with accrued interest and fees, to be immediately due and payable and proceed against any collateral
securing that indebtedness, which will constitute substantially all of our container assets.
We face extensive competition in the container leasing industry.
We may be unable to compete favorably in the highly competitive container leasing and container management businesses. We compete with a relatively small
number of major leasing companies, many smaller lessors, manufacturers of container equipment, companies and financial institutions offering finance leases,
promoters of container ownership and leasing as a tax-efficient investment, container shipping lines, which sometimes lease their excess container stocks, and
suppliers of alternative types of containers for freight transport. Some of these competitors have greater financial resources and access to capital than we do.
Additionally, some of these competitors may have large, underutilized inventories of containers, which could lead to significant downward pressure on per diem
rates, margins and prices of containers.
Competition among container leasing companies depends upon many factors, including, among others, per diem rates; lease terms, including lease duration, dropoff restrictions and repair provisions; customer service; and the location, availability, quality and individual characteristics of containers. New entrants into the
leasing business have been attracted by the high rate of containerized trade growth in recent
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years. New entrants may be willing to offer pricing or other terms that we are unwilling or unable to match. As a result, we may not be able to maintain a high
utilization rate or achieve our growth plans.
The international nature of the container industry exposes us to numerous risks.
Our ability to enforce lessees’ obligations will be subject to applicable law in the jurisdiction in which enforcement is sought. As containers are predominantly
located on international waterways, it is not possible to predict, with any degree of certainty, the jurisdictions in which enforcement proceedings may be
commenced. For example, repossession from defaulting lessees may be difficult and more expensive in jurisdictions in which laws do not confer the same
security interests and rights to creditors and lessors as those in the United States and in jurisdictions where recovery of containers from defaulting lessees is more
cumbersome. As a result, the relative success and expedience of enforcement proceedings with respect to containers in various jurisdictions cannot be predicted.
We are also subject to risks inherent in conducting business across national boundaries, any one of which could adversely impact our business. These risks
include:
•

regional or local economic downturns;

•

changes in governmental policy or regulation;

•

restrictions on the transfer of funds into or out of the country;

•

import and export duties and quotas;

•

domestic and foreign customs and tariffs;

•

international incidents;

•

war, hostilities and terrorist attacks, or the threat of any of these events;

•

government instability;

•

nationalization of foreign assets;

•

government protectionism;

•

compliance with export controls, including those of the U.S. Department of Commerce;

•

compliance with import procedures and controls, including those of the U.S. Department of Homeland Security;

•

changes in tax laws, including tax laws pertaining to container investors;

•

potential liabilities relating to foreign withholding taxes;

•

labor or other disruptions at key ports;

•

difficulty in staffing and managing widespread operations; and

•

restrictions on our ability to own or operate subsidiaries, make investments or acquire new businesses in these jurisdictions.

One or more of these factors could impair our current or future international operations and, as a result, harm our overall business.
We may incur costs associated with new security regulations, which may adversely affect our business, financial condition and results of operations.
We may be subject to regulations promulgated in various countries, including the United States, seeking to protect the integrity of international commerce and
prevent the use of containers for international
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terrorism or other illicit activities. For example, the Container Security Initiative, the Customs-Trade Partnership Against Terrorism and Operation Safe
Commerce are among the programs administered by the U.S. Department of Homeland Security that are designed to enhance security for cargo moving
throughout the international transportation system by identifying existing vulnerabilities in the supply chain and developing improved methods for ensuring the
security of containerized cargo entering and leaving the United States. Moreover, the International Convention for Safe Containers, 1972, as amended, adopted by
the International Maritime Organization, applies to new and existing containers and seeks to maintain a high level of safety of human life in the transport and
handling of containers by providing uniform international safety regulations. As these regulations develop and change, we may incur compliance costs due to the
acquisition of new, compliant containers and/or the adaptation of existing containers to meet new requirements imposed by such regulations. Additionally, certain
companies are currently developing or may in the future develop products designed to enhance the security of containers transported in international commerce.
Regardless of the existence of current or future government regulations mandating the safety standards of intermodal shipping containers, our competitors may
adopt such products or our container lessees may require that we adopt such products. In responding to such market pressures, we may incur increased costs,
which could have a material adverse effect on our business, financial condition and results of operations.
Environmental liability may adversely affect our business and financial condition.
We are subject to federal, state, local and foreign laws and regulations relating to the protection of the environment, including those governing the discharge of
pollutants to air, ground and water, the management and disposal of hazardous substances and wastes and the cleanup of contaminated sites. We could incur
substantial costs, including cleanup costs, fines and costs arising out of third-party claims for property or natural resource damage and personal injury, as a result
of violations of or liabilities under environmental laws and regulations in connection with our or our lessees’ current or historical operations. Under some
environmental laws in the United States and certain other countries, the owner or operator of a container may be liable for environmental damage, cleanup or
other costs in the event of a spill or discharge of material from the container without regard to the fault of the owner or operator. While we typically maintain
liability insurance and typically require lessees to provide us with indemnity against certain losses, the insurance coverage may not be sufficient, or available, to
protect against any or all liabilities and such indemnities may not be sufficient to protect us against losses arising from environmental damage. Moreover, our
lessees may not have adequate resources, or may refuse to honor their indemnity obligations and our insurance coverage is subject to large deductibles, coverage
limits and significant exclusions.
We may face litigation involving our management of containers for container investors.
We manage containers for container investors under management agreements that are negotiated with each container investor. We make no assurances to
container investors that they will make any amount of profit on their investment or that our management activities will result in any particular level of income or
return of their initial capital. We believe that as the number of containers that we manage for container investors increases, there is a possibility that we may be
drawn into litigation relating to the investments. Although our management agreements contain contractual protections and indemnities that are designed to limit
our exposure to such litigation, such provisions may not be effective and we may be subject to a significant loss in a successful litigation by a container investor.
Certain liens may arise on our containers.
Depot operators, repairmen and transporters may come into possession of our containers from time to time and have sums due to them from the lessees or
sublessees of the containers. In the event of nonpayment of those charges by the lessees or sublessees, we may be delayed in, or entirely barred from, repossessing
the containers, or be required to make payments or incur expenses to discharge liens on our containers.
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We may choose to pursue acquisitions or joint ventures that could present unforeseen integration obstacles or costs.
We may pursue acquisitions and joint ventures. Acquisitions involve a number of risks and present financial, managerial and operational challenges, including:
•
•

potential disruption of our ongoing business and distraction of management;
difficulty integrating personnel and financial and other systems;

•

hiring additional management and other critical personnel; and

•

increasing the scope, geographic diversity and complexity of our operations.

In addition, we may encounter unforeseen obstacles or costs in the integration of acquired businesses. Also, the presence of one or more material liabilities of an
acquired company that are unknown to us at the time of acquisition may have a material adverse effect on our business. Acquisitions or joint ventures may not be
successful, and we may not realize any anticipated benefits from acquisitions or joint ventures.
In the future, we may be required to pay personal holding company taxes, which would have an adverse effect on our cash flows, results of operations
and financial condition.
The Internal Revenue Code requires any company that qualifies as a “personal holding company” to pay personal holding company taxes in addition to regular
income taxes. A company qualifies as a personal holding company if (1) more than 50.0% of the value of the company’s stock is held by five or fewer individuals
and (2) at least 60.0% of the company’s adjusted ordinary gross income constitutes personal holding company income, which, in our case, includes adjusted
income from the lease of our containers. If we or any of our subsidiaries are a personal holding company, our undistributed personal holding company income,
which is generally taxable income with certain adjustments, including a deduction for federal income taxes and dividends paid, will be taxed at a rate of 15.0%.
Based upon our operating results, we were not classified as a personal holding company for the year ended December 31, 2006. Whether or not we or any of our
subsidiaries are classified as personal holding companies for the year ending December 31, 2007 or in future years will depend upon the amount of our personal
holding company income and the percentage of our outstanding common stock that will be beneficially owned after this offering by Hiromitsu Ogawa, who
beneficially owned 78.6% of our common stock as of March 31, 2007 after giving effect to the conversion of our Series A cumulative redeemable convertible
preferred stock into common stock. At some point in the future we could become liable for personal holding company taxes. The payment of personal holding
company taxes in the future would have an adverse effect on our cash flows, results of operations and financial condition.
Risks Related to This Offering
An active market for our common stock may not develop, which may inhibit the ability of our stockholders to sell their shares.
Prior to this offering, there has been no public market for our common stock. An active or liquid trading market in our common stock may not develop upon
completion of this offering, or if it does develop, it may not continue. The lack of an active market may impair your ability to sell your stock at the time you wish
to sell it or at a price that you consider reasonable. The lack of an active market may also reduce the fair market value and increase the volatility of our common
stock. An inactive market may also impair our ability to raise capital by selling stock and may impair our ability to acquire other companies or technologies by
using our stock as consideration.
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The price of our common stock may be highly volatile and may decline regardless of our operating performance.
The initial public offering price for the common stock sold in this offering will be determined by negotiation between Piper Jaffray & Co., on behalf of the
underwriters, and us. This price may not reflect the market price of our common stock following this offering and the market price may not equal or exceed the
initial public offering price. See “Underwriting” for a discussion of the factors that we and the underwriters will consider in determining the initial public offering
price. The trading price of our common stock is likely to be subject to wide fluctuations. Factors affecting the trading price of our common stock may include:
•

variations in our financial results;

•

changes in financial estimates or investment recommendations by any securities analysts following our business;

•

the public’s response to our press releases, our other public announcements and our filings with the Securities and Exchange Commission;

•

changes in accounting standards, policies, guidance, interpretations or principles;

•

future sales of common stock by us or our directors, officers or significant stockholders or the perception such sales may occur;

•

our ability to achieve operating results consistent with securities analysts’ projections;

•

the operating and stock price performance of other companies that investors may deem comparable to us;

•

recruitment or departure of key personnel;

•

our ability to timely address changing container lessee preferences;

•

container market and industry factors;

•

general stock market conditions; and

•

other events or factors, including those resulting from war, incidents of terrorism or responses to such events.

In addition, if the market for companies deemed similar to us or the stock market in general experiences loss of investor confidence, the trading price of our
common stock could decline for reasons unrelated to our business or financial results. The trading price of our common stock might also decline in reaction to
events that affect other companies in our industry even if these events do not directly affect us.
The assumed initial public offering price of our common stock is significantly greater than the net tangible book value of our common stock, which
means you will experience immediate and substantial dilution.
The assumed initial public offering price of $15.00 per share, which is the mid-point of the initial public offering price range as set forth on the cover of this
prospectus, is substantially higher than the pro forma net tangible book value of $3.34 per share. As a result, investors purchasing stock in this offering will incur
immediate dilution of $11.66 per share of common stock purchased. An aggregate gain in net tangible book value of approximately $5.18 per share will be
attributable to our current stockholders as a result of this offering. If we choose to raise funds in the future through the issuance of equity securities or convertible
debt securities, if outstanding options are exercised or if we grant stock awards, you will experience additional dilution of your percentage ownership of our
company. This dilution may be substantial. In addition, these securities may have powers, preferences and rights that are senior to the holders of our common
stock and may further limit our ability to pay dividends on our common stock.
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Future sales of our common stock, or the perception that such future sales may occur, may cause our stock price to decline and impair our ability to
obtain capital through future stock offerings.
A substantial number of shares of our common stock held by our current stockholders could be sold into the public market after this offering. The occurrence of
such sales, or the perception that such sales could occur, could materially and adversely affect our stock price and could impair our ability to obtain capital
through an offering of equity securities. The shares of common stock being sold in this offering will be freely tradable, except for any shares acquired by our
affiliates.
In connection with this offering, our directors, officers and stockholders have either entered into or have agreed to enter into written lock-up agreements providing
that, for a period of 180 days from the date of this prospectus, they will not, among other things, sell their shares without the prior written consent of Piper Jaffray.
See “Shares Eligible for Future Sale—Lock-up Agreements” for more information regarding these lock-up agreements. Assuming the underwriters do not
exercise their over-allotment option, upon the expiration of the lock-up period, an additional 11,345,796 shares of our common stock will be tradable in the public
market subject, in most cases, to volume and other restrictions under federal securities laws. This includes 36,876 shares of restricted stock that we intend to grant
upon the pricing of this offering. In addition, upon completion of this offering, options exercisable for an aggregate of 546,120 shares of our common stock will
be outstanding. We have entered into agreements with the holders of 10,584,000 shares of our common stock under which, subject to the applicable lock-up
agreements, we may be required to register future sales of these shares.
We do not expect to pay any dividends in the foreseeable future.
We do not anticipate paying any cash dividends to holders of our common stock in the foreseeable future. In addition, our senior secured credit facility includes
restrictions on our ability to pay cash dividends. Agreements governing future indebtedness will likely contain similar restrictions on our ability to pay cash
dividends. Consequently, investors must rely on sales of their common stock as the only way to realize any future gains on their investment. Investors seeking
cash dividends should not purchase our common stock.
If securities analysts do not publish research or reports about our business or if they change their financial estimates or investment recommendations,
the price of our stock could decline.
The trading market for our common shares will rely in part on the research and reports that industry or financial analysts publish about us or our business. We do
not control or influence the decisions or opinions of these analysts and analysts may not cover us.
If any analyst who covers us changes his or her financial estimates or investment recommendation, the price of our stock could decline. If any analyst ceases
coverage of our company, we could lose visibility in the market, which in turn could cause our stock price to decline.
Our founder, Hiromitsu Ogawa, will continue to have substantial control over us after this offering and could act in a manner with which other
stockholders may disagree or that is not necessarily in the interests of other stockholders.
After this offering, Mr. Ogawa will beneficially own approximately 52.0% of our outstanding common stock. As a result, he may have the ability to determine the
outcome of matters submitted to our stockholders for approval, including the election of directors and any merger, consolidation or sale of all or substantially all
of our assets. In addition, he may have the ability to control the management and affairs of our company. Mr. Ogawa may have interests that are different from
yours. For example, he may support proposals and actions with which you may disagree or which are not in your interests. The concentration of ownership could
delay or prevent a change in control of us or otherwise discourage a potential acquiror from attempting to obtain control of us, which in turn could reduce the
price of our
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common stock. In addition, as our Executive Chairman, Mr. Ogawa will influence decisions to maintain our existing management and directors in office, delay or
prevent changes of control of our company, or support or reject other management and board proposals that are subject to stockholder approval, such as
amendments to our employee stock plans and approvals of significant financing transactions.
Our certificate of incorporation and bylaws and Delaware law contain provisions that could discourage a third party from acquiring us and
consequently decrease the market value of an investment in our common stock.
Our certificate of incorporation and bylaws and Delaware corporate law each contain provisions that could delay, defer or prevent a change in control of our
company or changes in our management. Among other things, these provisions:
•

authorize us to issue preferred stock that can be created and issued by the board of directors without prior stockholder approval, with rights
senior to those of our common stock;

•

permit removal of directors only for cause by the holders of a majority of the shares entitled to vote at the election of directors and allow only
the directors to fill a vacancy on the board of directors;

•

prohibit stockholders from calling special meetings of stockholders;

•

prohibit stockholder action by written consent, thereby requiring all stockholder actions to be taken at a meeting of our stockholders;

•

allow the authorized number of directors to be changed only by resolution of the board of directors;

•

establish advance notice requirements for submitting nominations for election to the board of directors and for proposing matters that can be
acted upon by stockholders at a meeting;

•

classify our board of directors into three classes so that only a portion of our directors are elected each year; and

•

allow our directors to amend our bylaws.

These provisions could discourage proxy contests and make it more difficult for our stockholders to elect directors and take other corporate actions, which may
prevent a change of control or changes in our management that a stockholder might consider favorable. In addition, Section 203 of the Delaware General
Corporation Law may discourage, delay or prevent a change in control of us. Any delay or prevention of a change in control or change in management that
stockholders might otherwise consider to be favorable could cause the market price of our common stock to decline.
Implementation of required public-company corporate governance and financial reporting practices and policies will increase our costs, and we may be
unable to provide the required financial information in a timely and reliable manner.
The Securities and Exchange Commission, as directed by Section 404 of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”), adopted rules which will
require us to include in our annual reports on Form 10-K an assessment by management of the effectiveness of our internal controls over financial reporting. In
addition, our independent auditors must attest to and report on the effectiveness of such internal controls over financial reporting. Our management may not be
able to effectively and timely implement controls and procedures that adequately respond to the increased regulatory compliance and reporting requirements that
will be applicable to us as a public company. If we are not able to implement the requirements of the Sarbanes-Oxley Act in a timely manner or with adequate
compliance, our independent auditors may not be able to attest as to the effectiveness of our internal controls over financial reporting. This result may subject us
to adverse regulatory consequences, and could lead to a
26

Table of Contents
negative reaction in the financial markets due to a loss of confidence in the reliability of our financial statements. We could also suffer a loss of confidence in the
reliability of our financial statements if we disclose material weaknesses in our internal controls. In addition, if we fail to develop and maintain effective controls
and procedures, we may be unable to provide the required financial information in a timely and reliable manner or otherwise comply with the standards
applicable to us as a public company. Any failure by us to timely provide the required financial information could materially and adversely impact our financial
condition and the market value of our stock.
We were previously a consolidated subsidiary of Interpool, and as such had previously implemented certain procedures to meet the standards applicable to public
companies. Although we have taken a number of steps to implement effective controls and procedures, certain internal control deficiencies existed as of
December 31, 2005 which constituted “material weaknesses” as defined by the Public Company Accounting Oversight Board. Certain complex transactions had
not been accounted for properly in accordance with GAAP due to a lack of personnel with sufficient technical expertise. Although we believe that with the
addition of our current Chief Financial Officer and additional accounting personnel we have corrected these “material weaknesses” in our controls and procedures
and that as of December 31, 2006, there were no “material weaknesses” in our controls and procedures, it is possible that “material weaknesses” in our controls
and procedures could develop in the future that could adversely impair our ability to accurately and timely report our financial results.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This prospectus contains forward-looking statements, principally in the sections entitled “Summary,” “Risk Factors,” “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” “Industry” and “Business.” Generally, you can identify these statements because they include words and phrases
like “expect,” “estimate,” “anticipate,” “predict,” “believe,” “think,” “plan,” “will,” “should,” “intend,” “seek,” “potential” and similar expressions and variations.
These statements are only predictions. Although we do not make forward-looking statements unless we believe we have a reasonable basis for doing so, we
cannot guarantee their accuracy, and actual results may differ materially from those we anticipated due to a number of uncertainties, many of which cannot be
foreseen. You should not place undue reliance on these forward-looking statements, which apply only as of the date of this prospectus. Our actual results could
differ materially from those anticipated in these forward-looking statements for many reasons, including, among others, the risks we face that are described in the
section entitled “Risk Factors” and elsewhere in this prospectus.
We believe it is important to communicate our expectations to our investors. There may be events in the future, however, that we are unable to predict accurately
or over which we have no control. The risk factors listed on the previous pages, as well as any cautionary language in this prospectus, provide examples of risks,
uncertainties and events that may cause our actual results to differ materially from the expectations we describe in our forward-looking statements. Before you
invest in our common stock, you should be aware that the occurrence of the events described in the previous risk factors and elsewhere in this prospectus could
negatively impact our business, cash flows, results of operations, financial condition and stock price.
Forward-looking statements regarding our present plans or expectations for fleet size, management contracts, container purchases, sources and availability of
financing, and growth involve risks and uncertainties relative to return expectations and related allocation of resources, and changing economic or competitive
conditions, as well as the negotiation of agreements with container investors, which could cause actual results to differ from present plans or expectations, and
such differences could be material. Similarly, forward-looking statements regarding our present expectations for operating results and cash flow involve risks and
uncertainties relative to factors such as utilization rates, per diem rates, container prices, demand for containers by container shipping lines, supply and other
factors discussed under “Risk Factors” or elsewhere in this prospectus, which also would cause actual results to differ from present plans. Such differences could
be material.
All future written and oral forward-looking statements attributable to us or any person acting on our behalf are expressly qualified in their entirety by the
cautionary statements contained or referred to in this section. New risks and uncertainties arise from time to time, and we cannot predict those events or how they
may affect us. We assume no obligation to update any forward-looking statements after the date of this prospectus as a result of new information, future events or
developments, except as required by federal securities laws. You should read this prospectus completely and with the understanding that actual future results may
be materially different from what we expect.
Industry data and other statistical information used in this prospectus are based on independent publications, government publications, reports by market research
firms or other published independent sources. Some data are also based on our good faith estimates, derived from our review of internal surveys and the
independent sources listed above. Although we believe these sources are reliable, we have not independently verified the information.
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USE OF PROCEEDS
We estimate that the net proceeds from the sale of common stock that we are selling in this offering will be approximately $78.6 million, after deducting
underwriting discounts and commissions and estimated offering expenses and assuming an initial public offering price of $15.00 per share, which is the mid-point
of the initial public offering price range as set forth on the cover of this prospectus. A $1.00 increase (decrease) in the assumed initial public offering price of
$15.00 per share would increase (decrease) the net proceeds to us from this offering by $5.4 million (assuming the number of shares set forth on the cover of this
prospectus remains the same).
On October 1, 2006, we repurchased 50.0% of our then-outstanding common stock from Interpool. In connection with this transaction, we incurred $80.5 million
of indebtedness, $37.5 million of which was pursuant to a convertible subordinated note we issued to Interpool and the remainder of which was pursuant to
borrowings under the revolving line of credit portion of our senior secured credit facility. Of this indebtedness, $77.5 million of the indebtedness was incurred to
pay the purchase price for the common stock and $3.0 million was used to repay a subordinated note we had previously issued to Interpool.
We intend to use our net proceeds from this offering in the following manner:
•

approximately $37.5 million to repay the convertible subordinated note issued to Interpool;

•

approximately $17.5 million to repay the outstanding term loan under our senior secured credit facility; and

•

the remainder to repay a portion of the amount outstanding under the revolving line of credit under our senior secured credit facility.

The $37.5 million note issued to Interpool bears interest at a rate of 7.87% per year for the first six months. Thereafter, the interest rate will increase by 1.00% for
each six-month period that the principal amount of such note remains outstanding. The convertible subordinated note is due and payable on October 30, 2010. For
additional information on this note, see “Certain Relationships and Related-Party Transactions.”
We borrowed $20.0 million under the term loan portion of our senior secured credit facility on October 2, 2006 to pay part of the cash portion of the purchase
price payable to Interpool in connection with our repurchase of all of our common stock held by Interpool and our repayment of the remaining principal and
interest on a subordinated note we had previously issued to Interpool. The term loan bears interest at variable rates based on the Eurodollar rate or a base rate
described in our senior secured credit facility plus a margin that changes depending on certain financial criteria. The term loan is due and payable on
September 30, 2010. As of March 31, 2007, the interest rate on the term loan was 7.57%.
In addition, we borrowed $23.0 million under the revolving line of credit portion of our senior secured credit facility on October 2, 2006 to pay part of the cash
portion of the purchase price payable to Interpool in connection with our repurchase of all of our common stock held by Interpool. The revolving line of credit
bears interest at variable rates based on the Eurodollar rate or a base rate described in our senior secured credit facility plus a margin that changes depending on
certain financial criteria. The amounts outstanding under the revolving line of credit are due and payable on September 30, 2010. As of March 31, 2007, the
interest rate on the amount outstanding under the revolving line of credit was 7.32%.
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DIVIDEND POLICY
We have never paid cash dividends on our common stock and we intend to retain our future earnings, if any, to fund the development and growth of our business.
We therefore do not anticipate paying any cash dividends on our common stock in the foreseeable future. Our future decisions concerning the payment of
dividends on our common stock will depend upon the results of our operations, our financial condition and our capital expenditure plans, as well as any other
factors that our board of directors, in its sole discretion, may consider relevant. In addition, our existing indebtedness restricts, and our future indebtedness may
restrict, our ability to pay dividends.
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CAPITALIZATION
The following table sets forth the following information with respect to our capitalization as of March 31, 2007:
•

our actual capitalization as of March 31, 2007;

•

adjustments to give effect to the following events (collectively referred to as the “Conversion of Preferred Stock”), all of which will occur
immediately prior to the completion of this offering, as if such events had occurred on March 31, 2007:
— conversion of all outstanding shares of Series A cumulative redeemable convertible preferred stock into 724,920 shares of common stock;
— payment of all accrued dividends on the Series A cumulative redeemable convertible preferred stock; and
— receipt of the repayment of the promissory notes (including all accrued and unpaid interest) issued to certain executive officers in
connection with their purchase of our Series A cumulative redeemable convertible preferred stock;

•

adjustments to give effect to the following events related to this offering (collectively referred to as the “Offering”) as if such events had
occurred on March 31, 2007:
— the sale by us of 5,800,000 shares of common stock in this offering at an assumed initial public offering price of $15.00 per share, which
is the mid-point of the initial public offering price range as set forth on the cover of this prospectus;
— receipt of our estimated net proceeds from this offering of $78.6 million, after deducting underwriting discounts and commissions and
estimated offering expenses payable by us;
— application of our estimated net proceeds of this offering to repay certain indebtedness as set forth in “Use of Proceeds;”
— an amendment to our certificate of incorporation to increase our authorized preferred stock to 5,000,000 shares;
— payment of cash bonuses of $263,000 to our employees; and

•

on a pro forma, as adjusted, basis to reflect all of the foregoing adjustments.
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You should read this table together with the discussion under “Management’s Discussion and Analysis of Financial Condition and Results of Operations,”
“Certain Relationships and Related-Party Transactions,” and our consolidated financial statements and the related notes thereto included elsewhere in this
prospectus.

Actual

As of March 31, 2007
Adjustments for
Conversion
Adjustments
of Preferred
for the
Stock
Offering
(in thousands)
(unaudited)

Pro Forma,
As Adjusted

Debt:
Revolving line of credit(1)
Term loan
Capital lease obligations
Convertible subordinated note payable
Total debt(1)
Cumulative redeemable convertible preferred stock(2)
Stockholders’ equity:
Common stock(2)
Accumulated other comprehensive income
Retained earnings
Total stockholders’ equity(1)
Total capitalization
(1)

(2)

$101,000
17,500
292
37,500
156,292
10,472

(23,600)
(17,500)
(37,500)
(10,472)

1,260
103
24,440
25,803
$192,567

10,472

78,600

(219)

(263)

$ 77,400
—
292
—
77,692
—
90,332
103
23,958
114,393
$ 192,085

Assuming the number of shares offered by us as set forth on the cover page of this prospectus remains the same, after deducting underwriting discounts and
commissions and estimated offering expenses payable by us, a $1.00 increase (decrease) in the assumed offering price per share would decrease (increase)
long-term debt and total liabilities and increase (decrease) stockholders’ equity by $5.4 million.
The following table summarizes our authorized and outstanding common and preferred stock on an actual basis, adjusted for the Conversion of Preferred
Stock, adjusted for the Offering and on a pro forma, as adjusted basis.

Actual

Series A 10.5% cumulative redeemable convertible preferred stock, no par value
Shares authorized
Shares outstanding
Undesignated preferred stock, par value $0.0001
Shares authorized
Shares outstanding
Common stock, par value $0.0001
Shares authorized
Shares outstanding
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Adjusted for
Conversion
Adjusted
of Preferred
for the
Stock
Offering
(in thousands)
(unaudited)

Pro Forma,
As Adjusted

725
725

725
—

—
—

—
—

—
—

—
—

5,000
—

5,000
—

84,000
17,109

84,000
17,109

84,000
10,584

84,000
11,309
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The foregoing table:
•

excludes 36,876 shares of common stock subject to restricted stock grants under our 2007 Equity Incentive Plan that we intend to grant upon the
pricing of this offering;

•

excludes 546,120 shares of common stock issuable upon exercise of options with an exercise price equal to the public offering price in this
offering which we intend to grant upon the pricing of this offering; and

•

excludes 138,984 shares of common stock reserved for future issuance under our 2007 Equity Incentive Plan.
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DILUTION
If you invest in our common stock, your ownership interest will be diluted to the extent of the difference between the public offering price per share of our
common stock and the pro forma net tangible book value per share of our common stock immediately after this offering. Pro forma net tangible book value per
share represents the amount of our total tangible assets less our total liabilities divided by the pro forma number of shares of common stock outstanding after this
offering after giving retroactive effect to the events set forth below. The pro forma financial information set forth below reflects adjustments to the net tangible
book value of our common stock to give effect to the Conversion of Preferred Stock and the Offering. For a description of these adjustments, see “Capitalization”
and “Unaudited Pro Forma Financial Information.”
After giving effect to the Conversion of Preferred Stock and the Offering, the pro forma net tangible book value of our common stock as of March 31, 2007
would have been $57.3 million, or approximately $3.34 per share. This represents an immediate increase in pro forma net tangible book value of $5.18 per share
to existing stockholders and immediate dilution of $11.66 per share to new investors. Our operating results for the year ended March 31, 2007 on a pro forma, as
adjusted basis are included in “Unaudited Pro Forma Financial Information.” The following table illustrates this per share dilution:
Initial public offering price

$ 15.00

Net tangible book value per share as of March 31, 2007

$ (1.84)

Increase in net tangible book value per share attributable to new investors

5.18

Pro forma, as adjusted net tangible book value after this offering

3.34

Dilution to new investors

$ 11.66

The following table presents as of March 31, 2007, the differences between the number of shares of common stock purchased from us, the total consideration paid
to us and the assumed initial public offering price of $15.00 per share, which is the mid-point of the initial public offering price range as set forth on the cover of
this prospectus.
Shares Purchased
Number

Existing stockholders
New investors
Total

11,345,796
5,800,000
17,145,796

Percent

66.2%
33.8%
100.0%

Total Consideration
Amount

$ 2,335,515
87,000,000
$ 89,335,515

Percent

2.6%
97.4%
100.0%

Average
Price per
Share

$ 0.21
15.00

The foregoing tables and calculations:
•

include the conversion of all outstanding shares of Series A cumulative redeemable convertible preferred stock into 724,920 shares of common
stock, which will occur immediately prior to the completion of this offering;

•

include 36,876 shares of restricted stock that we intend to grant under our 2007 Equity Incentive Plan upon the pricing of this offering; and

•

exclude 546,120 shares of common stock issuable upon the exercise of options under our 2007 Equity Incentive Plan that we intend to grant
upon the pricing of this offering with an exercise price equal to the public offering price in this offering;

•

exclude 138,984 shares of common stock available for issuance under our 2007 Equity Incentive Plan.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL AND OPERATING DATA
The selected financial data presented below under the heading “Statement of Income Data” for the years ended December 31, 2004 and 2005, the nine months
ended September 30, 2006 and the three months ended December 31, 2006 and under the heading “Balance Sheet Data” as of December 31, 2005 and 2006 have
been derived from our audited consolidated financial statements included elsewhere in this prospectus. The selected financial data presented below under the
heading “Statement of Income Data” for the three months ended March 31, 2006 and 2007 and the selected financial data presented below under the heading
“Balance Sheet Data” as of March 31, 2007 are unaudited and have been derived from our unaudited consolidated financial statements that are included
elsewhere in this prospectus. In the opinion of management, all unaudited selected financial data presented below under the headings “Statement of Income Data”
and “Balance Sheet Data” reflect all normal and recurring adjustments necessary to present fairly our results for and as of the periods presented. The selected
financial data presented below under the heading “Statement of Income Data” for the years ended December 31, 2002 and 2003 and under the heading “Balance
Sheet Data” as of December 31, 2002, 2003 and 2004 have been derived from our consolidated financial statements not included in this prospectus.
We adopted FSP AUG AIR-1 effective January 1, 2007. As a result, we have retroactively adjusted our consolidated financial statements to reflect the direct
expense method of accounting for maintenance, a method permitted under this Staff Position. The impact of the application of FSP AUG AIR-1 to our storage
and handling expense was decreases of $481,000 and $778,000 for 2002 and 2003, respectively, increases of $511,000 and $421,000 for 2004 and 2005,
respectively, an increase of $179,000 for the nine months ended September 30, 2006 and an increase of $47,000 for the three months ended December 31, 2006.
The operating data presented below under the heading “Selected Operating Data” are not audited. Historical results are not necessarily indicative of the results of
operations to be expected in future periods. You should read the selected consolidated financial data and operating data presented below in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and with our consolidated financial statements and related notes
included elsewhere in this prospectus.
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Predecessor
Year Ended December 31,
2002

2003

2004

2005

Nine
Months
Ended
September 30,
2006

Successor
Three
Months
Ended
December 31,
2006

Predecessor
Three
Months
Ended
March 31,
2006

Successor
Three
Months
Ended
March 31,
2007

(in thousands, except per share data)
Statement of Income Data:

(unaudited)

(unaudited)

Revenue
Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income

$38,514
4,868
5,102
378

$39,729
4,872
3,289
194

$45,855
6,809
13,420
602

$39,614
11,230
9,913
829

48,862

48,084

66,686

61,586

15,809
—
4,231
145
10,759
10,694
6,712

15,359
—
989
(319)
10,787
8,265
9,317

15,545
—
275
(718)
10,636
6,164
11,783

14,764
—
572
(1,166)
6,875
3,853
12,551

48,350

44,398

43,685

37,449

512
8,430

3,686
7,350

23,001
7,623

Income (loss) before income taxes
Income tax expense (benefit)

(7,918)
(2,600)

(3,664)
(1,015)

15,378
6,149

Net income (loss)
(Accretion) decretion of preferred stock

(5,318)
—

(2,649)
(476)

$ (5,318)

$ (3,125)

Total revenue
Operating Expenses
Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Loss (gain) on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Operating income
Net interest expense

Net income (loss) available to common stockholders

9,229
(641)
$ 8,588

footnotes on page 38
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$

24,228
8,530
8,365
927

$

42,050

9,383
3,569
5,392
267

$

18,611

9,653
—
270
(804)
1,187
2,411
8,967

8,062
2,574
1,932
307

$

12,875

7,880
3,419
2,895
319
14,513

2,360
307
81
(747)
395
779
3,389

3,367
—
237
(147)
396
667
3,349

1,690
308
119
(1,005)
395
671
3,302

21,684

6,564

7,869

5,480

24,137
7,771

20,366
4,146

12,047
3,695

5,006
1,596

9,033
3,230

16,366
6,377

16,220
5,856

8,352
3,119

3,410
1,231

5,803
2,191

10,364
1,464

5,233
(6)

2,179
488

3,612
(5,572)

9,989
(713)
$ 9,276

$

11,828

$

5,227

$

2,667

$

(1,960)
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Predecessor
Year Ended December 31,
2002

2003

2004

2005

Nine
Months
Ended
September 30,
2006

Successor
Three
Months
Ended
December 31,
2006

Predecessor
Three
Months
Ended
March 31,
2006

Successor
Three
Months
Ended
March 31,
2007

(in thousands, except per share data)
(unaudited)

Net income (loss) per share available to common stockholders
Basic
Diluted
Weighted-average shares outstanding
Basic
Diluted

$

(0.25)
(0.25)

(unaudited)

$(0.15)
(0.15)

$0.41
0.41

$0.44
0.44

$0.56
0.48

$0.49
0.36

$0.13
0.10

$(0.19)
(0.19)

21,168
21,168

21,168
21,168

21,168
21,168

21,168
21,168

21,168
21,735

10,584
16,270

21,168
21,772

10,584
10,584

$16,487
31,814
38,705

$19,173
60,699
37,373

$38,644
125,732
119,224

$38,996
127,288
102,097

$30,094
89,366
67,912

$14,746
45,843
49,252

$8,398
10,754
17,018

$11,066
37,215
24,908

Other Financial Data:
EBITDA (unaudited)(1)
Purchase of containers
Net proceeds from sale of container portfolios

footnotes on following page
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Predecessor

Successor
As of
As of
December 31,
March 31,

As of December 31,
2002

2003

2004

2005

2006

2007

(dollars in thousands)
(unaudited)

Balance Sheet Data:
Cash
Container rental equipment, net
Net investment in direct finance leases
Total assets
Long-term debt
Total liabilities
Cumulative redeemable convertible preferred
stock
Total stockholders’ equity
Selected Operating Data (unaudited):
Managed fleet in TEUs(2)
Owned fleet in TEUs(2)
Total
Percentage of on-lease fleet on long-term
leases
Percentage of on-lease fleet on short-term
leases
Percentage of on-lease fleet on finance leases
Total

$

4,618
141,491
2,042
174,453
107,650
155,958

$

(unaudited)

3,341
160,893
1,150
193,098
120,650
176,321

$

5,532
141,127
3,750
181,958
98,650
154,289

$

7,573
134,563
7,269
180,661
81,711
141,308

$

20,359
161,353
6,577
283,000
153,806
250,345

$

7,775
171,144
8,413
283,757
156,292
247,482

237
18,258

1,600
15,178

3,847
23,822

6,358
32,995

4,900
27,755

10,472
25,803

268,075
207,625

307,056
228,353

416,254
171,790

456,076
141,653

483,333
185,645

511,000
172,853

475,700

535,409

588,044

597,729

668,978

683,853

50.2%

60.0%

57.7%

64.7%

65.3%

70.5%

48.9
0.9

38.7
1.3

41.2
1.1

33.5
1.8

32.8
1.9

27.6
1.9

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

Year Ended December 31,
2002

2003

2004

2005

2006

Three
Months
Ended
March 31,
2007

(unaudited)

Utilization rate(3)
(1)

73.8%

81.6%

89.8%

90.7%

90.6%

92.4%

EBITDA is defined as net income (loss) before interest, income taxes, depreciation and amortization. We believe EBITDA is helpful in understanding our past
financial performance as a supplement to net income (loss) and other performance measures calculated in conformity with GAAP. Our management believes
that EBITDA is useful to investors in evaluating our operating performance because it provides a measure of operating results unaffected by differences in
capital structures, capital investment cycles and ages of related assets among otherwise comparable companies in our industry. EBITDA has limitations as an
analytical tool and you should not consider it in isolation or as a substitute for any measure reported under GAAP. EBITDA’s usefulness as a performance
measure as compared to net income is limited by the fact that EBITDA excludes the impact of interest expense, depreciation and amortization expense and
taxes. We borrow money in order to finance our

footnotes continued on following page
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operations; therefore, interest expense is a necessary element of our costs and ability to generate revenue. Similarly, our use of capital assets makes
depreciation and amortization expense a necessary element of our costs and ability to generate income. In addition, since we are subject to state and federal
income taxes, any measure that excludes tax expense has material limitations. Moreover, EBITDA is not calculated identically by all companies; therefore our
presentation of EBITDA may not be comparable to similarly titled measures of other companies. Due to these limitations, we use EBITDA as a measure of our
performance only in conjunction with GAAP measures such as net income. The following table provides a reconciliation of EBITDA to net income, the most
comparable performance measure under GAAP:
Successor

Predecessor

Successor

Three Months
Ended
December 31,
2006

Three Months
Ended
March 31,
2006

Three Months
Ended
March 31,
2007

$

$

$

Predecessor
Year Ended December 31,
2002

2003

2004

2005

Nine Months
Ended
September 30,
2006
(in thousands)
(unaudited)

Net income (loss)
Add:
Net interest expense
Depreciation
Amortization of intangible assets
Income tax expense (benefit)
EBITDA
(2)
(3)

$ (5,318)

$ (2,649)

$ 9,229

$ 9,989

8,430
15,975
—
(2,600)

7,350
15,487
—
(1,015)

7,623
15,643
—
6,149

7,771
14,859
—
6,377

$38,644

$38,996

$16,487

$19,173

$

10,364
4,146
9,728
—
5,856

$

30,094

5,233
3,695
2,392
307
3,119

$

14,746

2,179
1,596
3,392
—
1,231

$

8,398

3,612
3,230
1,725
308
2,191

$

11,066

Reflects the total number of TEUs included in our managed or owned fleet, as applicable, as of the end of the period indicated, including units held for sale
and units held at the manufacturer that we have purchased.
Reflects the average number of TEUs in our fleet on lease as a percentage of total TEUs available for lease. In calculating TEUs available for lease, we
exclude units held for sale and units held at the manufacturer that we have purchased. The utilization rate for a period is calculated by averaging the utilization
rates at the end of each calendar month during the period. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” for
a discussion of the calculation of our utilization rate.
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UNAUDITED PRO FORMA FINANCIAL INFORMATION
The following unaudited pro forma financial information has been derived by the application of pro forma adjustments to our historical consolidated financial
statements included elsewhere in this prospectus. The pro forma statement of income for the year ended December 31, 2006 gives pro forma effect to the
following items as if they had occurred on January 1, 2006: (1) our repurchase of Interpool’s 50.0% interest in our common stock; (2) repayment of a
subordinated note we had previously issued to Interpool; (3) termination of a warrant to purchase our common stock held by Interpool; (4) issuance by us of a
convertible subordinated note to Interpool for a principal amount of $37.5 million; (5) our borrowing of $20.0 million under the term loan portion of our senior
secured credit facility and $23.0 million under the revolving line of credit portion of such facility ((1) to (5) collectively, the “Interpool Transaction”); (6) the
Conversion of Preferred Stock; and (7) the Offering, together with compensation expense relating to stock options we plan to grant to officers and directors, and
restricted stock and cash bonuses we plan to grant to employees concurrent with this offering. The pro forma statement of income for the three months ended
March 31, 2007 gives pro forma effect to the following items as if they had occurred on January 1, 2007 and the pro forma balance sheet data as of March 31,
2007 gives pro forma effect to the following items as if they had occurred on such date: (1) the Conversion of Preferred Stock; and (2) the Offering.
In connection with the Interpool Transaction we have applied pushdown accounting in accordance with SAB No. 54 and accounted for the purchase as a step
acquisition in accordance with SFAS No. 141, which requires fair value adjustments to the historical bases in our assets and liabilities. Accordingly, we conducted
a valuation of our assets and liabilities as of October 1, 2006.
The pro forma adjustments for the Interpool Transaction reflect 50.0% of the book value of our identifiable net assets as of September 30, 2006 (in proportion to
Mr. Ogawa’s beneficial ownership of our common stock prior to the Interpool Transaction) and 50.0% of the fair value of our identifiable net assets as of October
1, 2006 (in proportion to the change in Mr. Ogawa’s beneficial ownership of our common stock as a result of the Interpool Transaction). These pro forma
adjustments are based on our valuation of our tangible and intangible assets and upon assumptions that our management believes to be reasonable.
The unaudited pro forma financial information is for informational purposes only and should not be considered indicative of actual results that would have been
achieved had the Interpool Transaction, the Conversion of Preferred Stock and the Offering been completed on the date indicated and does not purport to be
indicative of results of operations as of any future dates or for any future period. The unaudited pro forma financial information should be read in conjunction
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our historical consolidated financial statements and the
notes thereto included elsewhere in this prospectus.
The primary pro forma effects of the application of SAB No. 54 and SFAS No. 141 are as follows:
•

a pro forma increase in the net value of container rental equipment of $334,000, resulting in a pro forma increase in annual depreciation expense
of $32,000;

•

a pro forma recognition of $7.4 million of intangible assets, resulting in the pro forma recognition of annual amortization expense of $1.2
million;

•

a pro forma increase in outstanding indebtedness of $77.5 million, resulting in a pro forma increase in annual interest expense of $7.3 million.
We intend to repay this additional indebtedness with our net proceeds from this offering. As a result, we do not expect to incur this additional
interest expense in periods following the offering; and

•

a pro forma reduction in income before income taxes as a result of these pro forma increases in expenses, resulting in a pro forma reduction in
our income tax expense.
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These pro forma adjustments do not give effect to the increased expenses we will incur as a public company.
Unaudited Pro Forma Condensed Consolidated Statement of Income

Nine Months
Ended
September 30,
2006
Total revenue
Operating expenses
Depreciation of container rental equipment
Amortization of intangible assets
Other operating expenses
Total operating expenses
Operating income
Net interest expense
Income before income taxes
Income tax expense
Net income
Decretion (accretion) of preferred stock
Net income available to common
stockholders
Net income per share available to common stockholders
Basic
Diluted
Weighted-average shares outstanding
Basic
Diluted
(1)
(2)

$

42,050
9,653
—
12,031
21,684
20,366
4,146
16,220
5,856
10,364
1,464

Year Ended December 31, 2006
Adjustments
Three Months
for
Ended
Conversion
Adjustments
December 31,
Pro
of Preferred
for the
2006
Forma
Stock
Offering
(in thousands, except per share data)
(unaudited)
$
18,611
$60,661

Adjustments
for
Interpool
Transaction
(unaudited)
24(1)
921(2)

5,450(3)
(2,334)(4)

2,360
307
3,897
6,564
12,047
3,695
8,352
3,119
5,233
(6)

12,037
1,228
15,928
29,193
31,468
13,291
18,177
6,640
11,537
1,458
$12,995

$

11,828

$

5,227

$

0.56
0.48

$

0.49
0.36

21,168
21,735

(10,584)(5)
(5,465)(5)

10,584
16,270

Pro Forma,
As Adjusted
$

12,037
1,228
17,375
30,640
30,021
6,024
23,997
9,050
14,947
—

1,447(6)

(7,267)(7)
2,410(4)
(1,458)

725

5,837

60,661

$

14,947

$

0.87
0.87
17,146
17,146(8)

Adjustment reflects a proportionate increase in depreciation expense due to the 0.2% increase in our net balance of container rental equipment.
Reflects the straight line amortization on $7.4 million of intangible assets primarily comprising relationships with container shipping lines and container
investors, trademarks and software over the estimated period of remaining economic benefit for each category of intangible assets ranging from three to ten
years.

footnotes continued on next page
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(3)

Reflects the change in interest expense as a result of the incremental $77.5 million in debt incurred by us to finance our repurchase of all our shares of
common stock owned by Interpool. Details as follows:
Nine Months
Ended
September 30,
2006
(in thousands)
(unaudited)

Interest expense on the $37.5 million convertible subordinated note issued to Interpool at an average interest rate of 11.46%
$
3,223
Interest expense on the additional $20.0 million we borrowed under the revolving line of credit portion of our senior secured credit
facility at 7.0% interest
1,050
Interest expense on the $20.0 million term loan portion of our senior secured credit facility at 7.25% interest and an average balance of
$17.5 million
952
Amortization expense on the $1.2 million debt issuance cost incurred relating to the revolving credit facility and term loan
225
Pro forma adjustment
$
5,450
(4) Reflects (increased) reduced state and federal income tax expense at a 36.5% tax rate as a result of the change in taxable profit due to the amortization of
intangible assets and changes to depreciation, interest and other operating expenses for the period.
(5) Represents shares repurchased and retired as a result of the Interpool Transaction and, on a diluted basis, includes the dilutive effect of the convertible
subordinated note payable to Interpool.
(6) Represents compensation expense relating to stock options we intend to grant to certain officers and directors, and restricted stock and cash bonuses we intend
to grant to employees concurrent with this offering as follows:
Year Ended
December 31,
2006
(in thousands)
(unaudited)

Stock options we intend to grant to Messrs. Nishibori, Garcia and Bauthier, representing 508,620 shares with a four-year vesting
period. Grant-date fair value of $6.17 per stock option calculated using the Black-Scholes-Merton option pricing model
Stock options we intend to grant to three new independent directors representing 37,500 shares with a one-year vesting period.
Grant-date fair value of $5.75 per stock option calculated using the Black-Scholes-Merton option pricing model
Restrictedstock grants we intend to make of 36,876 shares of stock valued at an assumed initial public offering price of $15.00
per share and $263,000 of cash bonuses we intend to pay. The restricted stock will have a three-year vesting period. The cash
bonuses will be paid at the time of the Offering and will not be subject to vesting
Pro forma adjustment
42
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216
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(7)

Adjustments assume that we receive net proceeds of $78.6 million from the offering. The adjustments to net interest expense and income tax expense and the
resulting pro forma, as adjusted net interest expense, income tax expense, net income and net income available to common stockholders will vary in the event
the amount of net proceeds we receive from the offering is higher or lower. The adjustment for net interest expense reflects the repayment of the incremental
$77.5 million in debt incurred by us to finance our repurchase of all our shares of common stock owned by Interpool. Details as follows:
Year Ended
December 31,
2006
(in thousands)
(unaudited)

(8)

Interest expense on the $37.5 million convertible subordinated note issued to Interpool at an average interest rate of 11.46%
$
4,298
Interest expense on the additional $20.0 million we borrowed under the revolving line of credit portion of our senior secured credit
facility at 7.0% interest
1,400
Interest expense on the term loan portion of our senior secured credit facility at 7.25% interest with an average balance of $17.5
million
1,269
Amortization expense on the $1.2 million debt issuance cost incurred relating to the revolving credit facility and term loan
300
Pro forma adjustment
$
7,267
After giving effect to the conversion of the preferred stock, repayment of the convertible subordinated note and our plan to grant stock options for 546,120
shares, the remaining potentially dilutive instruments are stock options. There is no pro forma effect to diluted shares outstanding to reflect the grants of
options we plan to make concurrent with this offering, as the exercise price of these options will be equal to the initial public offering price and under the
treasury stock method this results in no additional dilutive shares.
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Unaudited Pro Forma Condensed Consolidated Statement of Income

Actual

Total revenue
Operating expenses
Depreciation of container rental equipment
Amortization of intangible assets
Other operating expenses
Total operating expenses
Operating income
Net interest expense
Income before income taxes
Income tax expense
Net income
Accretion of preferred stock
Net income available to common stockholders

(2)

Pro Forma,
As Adjusted

$14,513
1,690
308
3,482
5,480
9,033
3,230
5,803
2,191
3,612
(5,572)
$ (1,960)

Net income per share available to common stockholders
Basic
Diluted
Weighted-average shares outstanding
Basic
Diluted
(1)

Three Months Ended March 31, 2007
Adjustments
for
Adjustments
Conversion
for the
of Preferred
Stock
Offering(1)
(in thousands, except per share data)
(unaudited)

$ 14,513

559(2)

(1,839)(3)
539(4)
5,572
$

$ (0.19)
(0.19)
10,584
10,584

$

725

5,837

1,690
308
4,041
6,039
8,474
1,391
7,083
2,730
4,353
—
4,353
0.25
0.25
17,146
17,146(5)

Adjustments assume that we apply net proceeds of $77.5 million from the offering to repay debt. Any additional net proceeds that we receive will also be
applied to repay debt. The adjustments to net interest expense and income tax expense and the resulting pro forma, as adjusted net interest expense, income tax
expense, net income and net income available to common stockholders will vary based on the actual amount of net proceeds we receive from the offering.
Represents compensation expense relating to stock options we intend to grant to certain officers and directors, and stock and cash bonuses we intend to grant
to employees concurrent with this offering as follows:
Three Months
Ended
March 31,
2007
(in thousands)
(unaudited)

Stockoptions we intend to grant to Messrs. Nishibori, Garcia and Bauthier, representing 508,620 shares with a four-year
vesting period. Grant-date fair value of $6.17 per stock option calculated using the Black-Scholes-Merton option pricing
model
Stockoptions we intend to grant to three new independent directors representing 37,500 shares with a one-year vesting period.
Grant-date fair value of $5.75 per stock option calculated using the Black-Scholes-Merton option pricing model
Restrictedstock grants we intend to make of 36,876 shares of stock valued at an assumed initial public offering price of
$15.00 per share and $263,000 of cash bonuses we intend to pay. The restricted stock will have a three-year vesting period.
The cash bonuses will be paid at the time of the Offering and will not be subject to vesting
Pro forma adjustment
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(3)

Reflects the change in interest expense from repaying the incremental $77.5 million in debt incurred by us to finance our repurchase of all our shares of
common stock owned by Interpool with the proceeds of the offering. Details as follows:
Three Months
Ended
March 31,
2007
(in thousands)
(unaudited)

(4)
(5)

Interest expense incurred on the $37.5 million convertible subordinated note issued to Interpool at an average interest rate of
11.46%
$
1,074
Interest expense on the additional $20.0 million we borrowed under the revolving line of credit portion of our senior secured
credit facility at 7.0% interest
350
Interest expense incurred on the term loan portion of our senior secured credit facility at 7.25% interest and an average balance
of $18.75 million
340
Amortization expense on the $1.2 million debt issuance cost incurred relating to the revolving credit facility and term loan
75
Pro forma adjustment
$
1,839
Reflects increased state and federal income tax expense at a 36.5% tax rate as a result of the change in taxable profit due to the reduced interest expense for the
period, partly offset by the increase in other operating expenses.
After giving effect to the conversion of the preferred stock, repayment of the convertible subordinated note and our plan to grant stock options for 546,120
shares, the remaining potentially dilutive instruments are stock options. There is no pro forma effect to diluted shares outstanding to reflect the grants of
options we plan to make concurrent with this offering, as the exercise price of these options will be equal to the initial public offering price and under the
treasury stock method this results in no additional dilutive shares.
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Pro Forma Condensed Consolidated Balance Sheet

Actual

Assets
Cash
Container rental equipment, net of accumulated depreciation
Furniture, fixtures and equipment, net of accumulated depreciation
Intangible assets, net of accumulated amortization
Goodwill
Other assets
Total assets

$

7,775
171,144
469
6,865
50,247
47,257
$283,757

Liabilities, Cumulative Redeemable Convertible Preferred Stock and Stockholders’
Equity
Revolving line of credit
Term loan
Capital lease obligation
Convertible subordinated note
Deferred income tax liability
Other liabilities
Total liabilities
Series A 10.5% cumulative redeemable convertible preferred stock
Note receivable on preferred stock

(1)

(2)

(219)

$101,000
17,500
292
37,500
24,372
66,818
247,482
11,660
(1,188)
10,472

Stockholders’ equity
Common stock
Accumulated other comprehensive income
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

As of March 31, 2007
Adjustments for
Conversion of
Adjustments
Preferred
for the
(1)
Stock
Offering(2)
(in thousands)
(unaudited)

1,260
103
24,440
25,803
$283,757

(263)

(23,600)
(17,500)
(37,500)

(11,660)
1,188

10,472
(219)

Pro Forma,
As Adjusted

$

7,293
171,144
469
6,865
50,247
47,257
$ 283,275

$ 77,400
—
292
—
24,372
66,818
168,882
—
—
—

78,600
(263)

90,332
103
23,958
114,393
$ 283,275

Reflects the preferred stock accretion and conversion to common at the fair value of the mid-point of the initial public offering price range as set forth on the
cover of this prospectus and the payment of accrued dividends less accrued interest related to the promissory notes issued in connection with the purchase of
the preferred stock.
Represents assumed net proceeds from this offering after deducting underwriting discounts and commissions and estimated offering expenses, the application
of the net proceeds to repay certain indebtedness as set forth in “Use of Proceeds”, and the payment of cash bonuses to employees concurrent with this
offering.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our audited and unaudited
consolidated financial statements and related notes, as well as the unaudited pro forma financial statements included elsewhere in this prospectus. In addition to
historical consolidated financial information, the following discussion contains forward-looking statements that reflect our plans, estimates and beliefs. Our
actual results may differ materially from those contained in or implied by any forward-looking statements. See “Special Note Regarding Forward-Looking
Statements.” Factors that could cause or contribute to these differences include those discussed below and elsewhere in this prospectus, particularly in “Risk
Factors.”
Prior to October 1, 2006, we had two principal stockholders, each of whom beneficially owned 50.0% of our outstanding common stock. These stockholders were
our Executive Chairman, Hiromitsu Ogawa, and Interpool. On October 1, 2006, we repurchased 10,584,000 shares, or 50.0% of our then-outstanding common
stock held by Interpool. The repurchase resulted in an increase in the percentage of our outstanding common stock held by Mr. Ogawa from 50.0% to 100.0%. In
connection with this transaction we have applied pushdown accounting in accordance with SAB No. 54 and accounted for the purchase as a step acquisition in
accordance with SFAS No. 141. Due to the application of pushdown accounting and step acquisition accounting in our financial statements, our financial
condition and results of operations after September 30, 2006 will not be comparable in some respects to our financial condition and results of operations
reflected in our historical financial statements as of dates or for periods prior to October 1, 2006. The consolidated balance sheet and statement of income data
in this prospectus prior to October 1, 2006, refer to the Predecessor company and this period is referred to as the pre-repurchase period, while the consolidated
balance sheet and statement of income data on and subsequent to October 1, 2006 refer to the Successor company and the period is referred to as the postrepurchase period. A line has been drawn between the accompanying financial statements to distinguish between the pre-repurchase and post-repurchase periods.
The financial information included in this discussion and in our consolidated financial statements may not be indicative of our consolidated financial position,
operating results, changes in equity and cash flows in the future, or what they would have been had our equity structure not changed during the periods
presented.
Overview
We are one of the world’s leading container leasing and management companies. We believe that our share of the worldwide leased container fleet, as measured
in TEUs, increased from approximately 4.3% as of mid-1998 to 6.3% as of mid-2006, representing the seventh largest fleet of leased containers in the world. We
purchase new containers, lease them to container shipping lines and either retain them as part of our owned fleet or sell them to container investors for whom we
then provide management services. In operating our fleet, we lease, re-lease and dispose of containers and contract for the repair, repositioning and storage of
containers. As of March 31, 2007, our fleet comprised 684,000 TEUs, 74.7% of which represented our managed fleet and 25.3% of which represented our owned
fleet.
We plan to increase both the number of owned containers as well as the number of managed containers in our fleet. As a result of this offering and the resulting
incremental borrowing capacity under our senior secured credit facility, we expect to purchase approximately $150.0 million to $200.0 million of new containers
in 2007. During the three months ended March 31, 2007, we paid $37.2 million to purchase new containers. We believe it is important to maintain a balance
between the size of our owned fleet and our managed fleet to preserve our strength of having multiple sources of revenue.
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Our business comprises two reportable segments for financial statement reporting purposes—container management and container leasing. Our container leasing
segment revenue comprises container rental revenue and finance lease income from our owned fleet and our container management segment revenue comprises
gain on sale of container portfolios and management fee revenue for managing containers for container investors. For the three months ended March 31, 2006 and
2007, our container leasing segment generated income before income taxes of $1.4 million and $2.0 million, respectively, and our container management segment
generated income before income taxes of $2.0 million and $3.8 million, respectively.
Our revenue depends primarily upon a combination of: (1) the number of containers in our fleet; (2) the utilization level of containers in our fleet; and (3) the per
diem rates charged under each container lease. These factors directly affect the amount of our container rental revenue and indirectly affect the amount of our
management fee revenue. The number of TEUs in our fleet varies over time as we purchase new containers based on prevailing market conditions during the year,
sell portfolios of containers to container investors and sell used containers to parties in the secondary resale market. The timing of our orders and the actual
number of TEUs we order at any one time are based upon our expectations for the three to six months following our order regarding demand for containers, new
container prices, per diem rates, interest rates, container investor interest in purchasing leased containers and competitive conditions. The time between the date
we take delivery of a container and the date we begin to recognize revenue from a container can vary substantially. If we take delivery of a container before we
are able to lease it, our operating results could be adversely affected until the container is either leased or sold.
Our net income will fluctuate based, in part, upon changes in the proportion of our revenue from our container management segment and the proportion of our
revenue from our container leasing segment. We incur significantly lower operating expenses in connection with the revenues from our container management
segment as compared to the operating expenses associated with revenues from our container leasing segment. In particular, we recognize an insignificant amount
of operating expense in connection with our gain on sale of container portfolios. As a result, a change in the amount of revenues from our container management
segment typically will have a disproportionately larger impact on our net income than an equal change in the amount of revenue from our container leasing
segment.
From April 1998 through September 2006, 50.0% of our common stock was owned by Mr. Ogawa and his family and 50.0% of our common stock was owned by
Interpool. On October 1, 2006, we acquired Interpool’s 50.0% interest in our common stock for $77.5 million. We paid $40.0 million of cash and issued a
convertible subordinated note to Interpool in the aggregate principal amount of $37.5 million. We will repay the note to Interpool out of the net proceeds we
receive from this offering. Also, in connection with the repurchase of our common stock from Interpool, we repaid the outstanding $3.0 million balance on a
subordinated note we had previously issued to Interpool, terminated a warrant held by Interpool to purchase our common stock and entered into a new container
management agreement with Interpool. As a result of our repurchase of our common stock from Interpool and the resulting increase in Mr. Ogawa’s beneficial
ownership of common stock from 50.0% to 100.0%, we applied pushdown accounting in accordance with SAB No. 54 and accounted for the purchase as a step
acquisition in accordance with SFAS No. 141. For additional information on the impact of step acquisition accounting, see “Unaudited Pro Forma Financial
Information.” Due to the application of pushdown accounting and step acquisition accounting in our financial statements, our financial condition and results of
operations after September 30, 2006 will not be comparable in some respects to our financial condition and results of operations reflected in our historical
financial statements as of dates or for periods prior to October 1, 2006.
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Factors Affecting Our Performance
We believe there are a number of factors that have affected, and are likely to continue to affect, our operating performance. These factors include the following,
among others:
•

the strength of global and regional economies generally and the volume of global trade;

•

changes in the amount of gain we can realize on sales of portfolios of leased containers to container investors;

•

changes in demand for container leases;

•

changes in the mix of short-term versus long-term leases;

•

changes in the per diem rates for leases;

•

changes in the number of containers in our owned fleet;

•

defaults by container lessees;

•

economic disruptions, health scares, financial turmoil and political instability;

•

terrorism, or the threat of terrorism, violence or hostilities that affect the flow of world trade and the demand for containers;

•

the development of emerging economies in Asia and other parts of the world and the resulting change in trade patterns;

•

fluctuations in interest rates; and

•

increased competition.

For further details of these and other factors which may affect our business and results of operations, see “Risk Factors.”
Key Financial Metrics
Utilization. We measure utilization on the basis of TEUs on lease expressed as a percentage of our total fleet available for lease. We calculate TEUs available
for lease by excluding containers that have been manufactured for us but have not been delivered and containers designated as held-for-sale units. We calculate
our utilization rate for a period by averaging the utilization rates at the end of each calendar month during the period. Our utilization is primarily driven by the
overall level of container demand, the location of our available containers and the quality of our relationships with container lessees. The location of available
containers is critical because containers available in high-demand locations are more readily leased and are typically leased on more favorable terms than
containers available in low-demand locations.
The container leasing market is highly competitive. As such, our relationships with our container lessees are important to ensure that container shipping lines
continue to select us as one of their providers of leased containers. Our average fleet utilization rate was 89.8% for the year ended December 31, 2004, 90.7% for
the year ended December 31, 2005, 90.6% for the year ended December 31, 2006, and 92.4% for the three months ended March 31, 2007. The overall increase in
our utilization rate since the beginning of 2004 was primarily attributable to a significant increase in world trade, as measured by container port handling in
TEUs, which grew by 39.5% from 2003 to 2006 according to The Drewry Annual Container Market Review and Forecast 2006/2007. In addition, there has been
strong growth in overall container ship capacity to meet the increased trade demands. According to Drewry, container ship capacity has increased by 43.6% from
6.5 million TEUs in 2003 to 9.4 million TEUs in 2006.
Per Diem Rates. The per diem rate for a lease is set at the time we enter into a lease agreement. Our long-term per diem rate has historically been strongly
influenced by new container pricing (which in turn
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is heavily influenced by steel and other component pricing), interest rates, the balance of supply and demand for containers at a particular time and location, our
estimate of the residual value of the container at the end of the lease, the type and age of the container being leased, purchasing activities of containers by
container shipping lines and efficiencies in container utilization by container shipping lines. Average per diem rates for containers in our owned fleet and in the
portfolios of containers comprising our managed fleet change only slightly in response to changes in new container prices because existing lease agreements can
only be re-priced upon the expiration of the lease. Average per diem rates per TEU for long-term leases for our total fleet decreased by 1.6% for the year ended
December 31, 2004 as compared to the year ended December 31, 2003, increased by 3.7% for the year ended December 31, 2005 as compared to the year ended
December 31, 2004 and increased by 1.2% for the year ended December 31, 2006, as compared to the year ended December 31, 2005. For the three months ended
March 31, 2007 average per diem rates for long-term leases were approximately 1.3% higher than for the three months ended March 31, 2006. Average per diem
rates per TEU for short-term leases in our total fleet decreased by 0.2% for the year ended December 31, 2004 as compared to the year ended December 31, 2003,
increased by 1.5% for the year ended December 31, 2005 as compared to the year ended December 31, 2004 and decreased by 4.2% for the year ended
December 31, 2006 as compared to the year ended December 31, 2005. For the three months ended March 31, 2007 average per diem rates for short-term leases
were approximately 3.5% lower than the three months ended March 31, 2006.
Revenue
Our revenue comprises container rental revenue, management fee revenue, gain on sale of container portfolios and finance lease income.
Container Rental Revenue. We generate container rental revenue by leasing our owned containers to container shipping lines. Container rental revenue
comprises monthly lease payments due under the lease agreements together with payments for other charges set forth in the leases, such as handling fees, drop-off
charges and repair charges. The operating results of our owned container business are determined by the amount by which our container rental revenue exceeds
our ownership costs, consisting primarily of depreciation, equipment rental expense, interest expense, storage, handling and other expenses and related marketing,
general and administrative expenses.
Management Fee Revenue. Management fee revenue is generated by our management services, which include the leasing, re-leasing, repair, repositioning,
storage and disposition of containers. We provide these management services pursuant to management agreements with container investors that purchase
portfolios of containers from us. Under these agreements, we earn fees for the management of the containers and a commission, or managed units’ sales fee, upon
disposition of containers under management. The management agreements typically have terms of eight to 12 years. Our management fees are calculated as a
percentage of net operating revenue for each managed container, which is calculated as the lease payment and any other revenue attributable to a specific
container owned by the container investor under a lease minus operating expenses related to the container but does not include the container investor’s
depreciation or financing expense. The management fee percentage varies based upon the type of lease and the terms of the management agreement. Management
fee percentages for long-term leases are generally lower than management fee percentages for short-term leases because less expertise is required to manage longterm leases. The managed units’ sales fees are equal to a fixed dollar amount or based upon a percentage of the sales price.
Gain on Sale of Container Portfolios. Gain on sale of container portfolios is generated when we sell containers, most of which are on lease at the time of sale,
to container investors. Historically, we have entered into management agreements with container investors to manage the portfolios of containers that we have
sold to them. The amount of revenue we recognize on these sales of containers is equal to the difference between the cash we receive from container investors and
the net book value of the containers
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sold. We rely upon our borrowing capacity under our senior secured credit facility for the flexibility to hold containers until we sell them to container investors.
We have historically been able to sell leased containers to container investors at a gain, and we have typically recognized higher revenue from gain on sale of
container portfolios in periods of rising container prices. Because we enter into firm purchase orders for containers before we begin finding lessees for the
containers, there is a risk that the time necessary to lease these containers may be much longer than we anticipate or that the price that container investors are
willing to pay for portfolios of containers may decline before we take delivery. The price that a container investor is willing to pay for a portfolio of containers
depends on a number of factors, including the historical and future expected cash flows from the portfolio to the container investor, the credit ratings of the
lessees, the mix of short-term and long-term leases, the number of TEUs in the portfolio, the timing of the sale and alternative investment opportunities available
to the container investor. If any of these factors change unexpectedly during the period between the date of our purchase order to the date a container investor
purchases the container from us, we may recognize a lower gain on sale of the containers to investors, sell them to container investors at a loss or retain them as
part of our owned fleet.
Finance Lease Income. A small percentage of our total fleet is subject to finance leases. Under a finance lease, the lessee’s payment consists of principal and
interest components. The interest component is recognized as finance lease income. Lessees under our finance leases have the substantive risks and rewards of
container ownership and the right to purchase the containers at the end of the lease term for a nominal amount.
Operating Expenses
Our operating expenses are depreciation of container rental equipment, impairment of container rental equipment, equipment rental expense, storage, handling
and other expenses applicable to our owned containers as well as marketing, general and administrative expenses for our total fleet.
We depreciate most of our containers on a straight line basis over a period of 12.5 years to a fixed residual value. We regularly assess both the estimated useful
life of our containers and the expected residual values, and, when warranted, adjust our depreciation estimate accordingly. Depreciation of container rental
equipment expense will vary over time based upon the number and the purchase price of containers in our owned fleet. Beginning in the fourth quarter of 2006
depreciation of our existing owned fleet decreased as a result of an increase in our estimates of the residual values of our containers. In the three months ended
March 31, 2007 our depreciation expense was $1.7 million using our revised residual value estimates as compared to $3.4 million during the three months ended
March 31, 2006. However, any future decrease in depreciation expense which may result from our revised residual value estimates could be partially or totally
offset by an increase in the size of our owned fleet in subsequent periods.
Beginning October 1, 2006, our operating expenses include amortization of intangible assets due to the allocation to intangible assets of a portion of the purchase
price paid to Interpool when we acquired Interpool’s 50.0% interest in our common stock and the application of pushdown and step acquisition accounting. Our
intangible assets primarily comprise relationships with container shipping lines and container investors, trademarks and software. We amortize these intangible
assets on a straight line basis over the estimated period of remaining economic benefit for each category of intangible assets, ranging from three to ten years. See
“Unaudited Pro Forma Financial Information.”
Impairment of container rental equipment is recognized in accordance with Statement of Financial Accounting Standards No. 144, Accounting for the Impairment
or Disposal of Long-Lived Assets (“SFAS No. 144”). Under SFAS No. 144, if the carrying amount of a container available for sale exceeds the estimated future
cash flows from that container, we recognize an impairment charge equal to the amount by which the carrying amount of the asset exceeds the fair value of the
asset. See “—Critical Accounting Policies and Estimates.”
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Equipment rental expense represents the amount that we pay to third parties to lease containers that we sublease to container shipping lines. As of December 31,
2006, approximately 6,500 TEUs in our fleet were leased to us. We do not intend to renew these leases and expect equipment rental expenses to decrease through
the second quarter of 2008, at which point our existing leases for these containers will terminate. We intend to exercise purchase options at the end of the rental
periods. As a result, we do not expect a decline in revenue from the expiration of the rental agreements. We will incur additional interest and depreciation
expense, though the combined expense is expected to be lower than our current level of equipment rental expense.
Storage, handling and other expenses are operating costs of our owned fleet. Storage and handling expenses occur when container shipping lines drop off
containers at depots around the world. Storage and handling expenses vary significantly by location. Other expenses include repair expenses, which are the result
of normal wear and tear on the containers, and repositioning expenses, which are incurred when we contract to move containers from locations where our
inventories exceed actual or expected demand to locations with higher demand. Storage, handling and other expenses are directly related to the number of
containers in our owned fleet and inversely related to our utilization rate for those containers. As utilization increases, we typically have lower storage, handling
and repositioning expenses.
On September 8, 2006, the FASB posted the Staff Position, Accounting for Planned Major Maintenance Activities (“FSP AUG AIR-1”). FSP AUG AIR-1
amends certain provisions in the AICPA Industry Audit Guide, Audits of Airlines, and APB Opinion No. 28, Interim Financial Reporting. FSP AUG AIR-1
prohibits the use of the currently allowed accrue-in-advance method of accounting for planned major maintenance activities in annual and interim financial
statements. This guidance is effective for the first fiscal period beginning after December 15, 2006, and shall be applied retrospectively for all financial statements
presented, unless impracticable to do so.
Our leases require the lessee to pay for any damage to the container beyond normal wear and tear at the end of the lease term. We also offer a damage protection
plan (“DPP”) pursuant to which the lessee pays an upfront fee in exchange for not being charged for certain damages at the end of the lease term. For containers
not subject to a DPP, historically we have accrued for repairs once we have made the decision to repair the container, which is made in advance of us incurring the
repair obligation. For containers covered by a DPP, historically we have accounted for periodic maintenance and repairs on an accrual basis. We adopted FSP
AUG AIR-1 as of January 1, 2007 with application retrospectively to all comparable prior periods presented. The financial information included in this
prospectus reflects the adoption of FSP AUG-AIR-1. The impact of the application of FSP AUG AIR-1 to our storage and handling expense was a $47,000
increase in the three months ended December 31, 2006, an increase of $179,000 for the nine months ended September 30, 2006, increases of $421,000 and
$511,000 for 2005 and 2004, respectively, and decreases of $778,000 and $481,000 for 2003 and 2002, respectively.
Our marketing, general and administrative expenses are primarily employee-related costs such as salary, bonus and commission expense, employee benefits, rent,
allowance for doubtful accounts and travel and entertainment costs, as well as expenses incurred for outside services such as legal, consulting and audit-related
fees. We expect marketing, general and administrative expenses to be higher in the future as we incur additional costs related to operating as a public company as
well as stock-based compensation expense associated with the grant of equity awards under our 2007 Equity Incentive Plan.
On October 1, 2006, we recognized $50.2 million of goodwill as a result of our repurchase of shares of our common stock from Interpool. The purchase price was
based on forecasts and assumptions made on our future cash flows and not on our net asset values on the closing date. Goodwill is the amount paid for the
common stock above the fair value of tangible and intangible net assets in the transaction. Goodwill represents the estimated fair value of expected cash flows
from subsequently acquired containers that we either (1) retain and lease to container lessees as part of our owned fleet; or (2) sell to container investors and
manage on their behalf. Pursuant to SFAS No. 142, Goodwill and Other
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Intangible Assets, we evaluate goodwill for impairment annually, or more frequently if circumstances indicate an impairment of goodwill has occurred, using the
market or income approach. If circumstances suggest that those assumptions and forecasts of cash flows will not materialize, we will impair the carrying value of
our goodwill to our estimate of the then fair market value of those future cash flows. In such an instance, the full impairment expense will be reported at the time
of determination and will result in a decrease in net income or an increase in net loss.
Our operating expenses are offset by gain on disposition of used container equipment. This gain is the result of our sale of older used containers in the secondary
resale market and is the difference between: (1) the cash we receive for these units, less selling expenses; and (2) the net book value of the units.
Results of Operations
Three Months Ended March 31, 2007 Compared to Three Months Ended March 31, 2006
The following table summarizes our operating results for the three months ended March 31, 2006 and 2007:
Predecessor
Three Months Ended
March 31, 2006

Successor
Three Months Ended
March 31, 2007

Percent
Change

(in thousands)
(unaudited)

Total revenue
Operating expenses
Net income

$

12,875
7,869
2,179

$

14,513
5,480
3,612

12.7%
(30.4)
65.8

Total revenue of $14.5 million for three months ended March 31, 2007 was $1.6 million, or 12.7%, higher than total revenue of $12.9 million for the three months
ended March 31, 2006 due to an increase in management fee revenue and gain on sale of container portfolios of $845,000 and $963,000, respectively. Net income
increased $1.4 million, or 65.8%, to $3.6 million for three months ended March 31, 2007 from $2.2 million for the three months ended March 31, 2006. The $1.4
million increase in net income was principally due to the increase in total revenue and a $2.4 million, or 30.4% decrease, in operating expenses in the three
months ended March 31, 2007 as compared to the three months ended March 31, 2006.
Revenue. The following table summarizes the changes in the components of our total revenue for the three months ended March 31, 2006 and 2007:
Predecessor
Successor
Three
Three
Months
Months
Ended
Ended
March 31,
March 31,
2006
2007
(in thousands)
(unaudited)

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income

$

Total revenue
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Percent
Change

8,062
2,574
1,932
307

$ 7,880
3,419
2,895
319

(2.3)%
32.8
49.8
3.9

$ 12,875

$ 14,513

12.7

As a Percent of Total
Revenue
Predecessor
Successor
Three
Three
Months
Months
Ended
Ended
March 31,
March 31,
2006
2007

62.6%
20.0
15.0
2.4

54.3%
23.6
19.9
2.2

100.0%

100.0%
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Container Rental Revenue. Container rental revenue decreased $182,000, or 2.3%, to $7.9 million for the three months ended March 31, 2007 from $8.1 million
for the three months ended March 31, 2006. The decrease in container rental revenue was principally due to a 2.5% decrease in our average per diem rates during
the three months ended March 31, 2007 as compared to the three months ended March 31, 2006.
Management Fee Revenue. Management fee revenue increased $845,000, or 32.8%, to $3.4 million for the three months ended March 31, 2007 as compared to
$2.6 million for three months ended March 31, 2006. Management fees were $2.3 million and $2.0 million for the three months ended March 31, 2007 and 2006,
respectively. Managed units’ sales fees were $1.1 million and $591,000 for the three months ended March 31, 2007 and 2006, respectively. The average number
of TEUs in our managed fleet increased by 12.0% for the three months ended March 31, 2007 as compared to the three months ended March 31, 2006.
Gain on Sale of Container Portfolios. Gain on sale of container portfolios increased $963,000, or 49.8%, to $2.9 million for three months ended March 31, 2007
from $1.9 million for the three months ended March 31, 2006. We sold 14,000 TEUs during the three months ended March 31, 2007, a 44.6% increase from the
number of TEUs sold during the three months ended March 31, 2006.
Finance Lease Income. Finance lease income increased $12,000, or 3.9%, to $319,000 for the three months ended March 31, 2007 from $307,000 for the three
months ended March 31, 2006. This increase was primarily due to new finance leases signed since March 31, 2006.
Expenses. The following table summarizes changes in expenses for the three months ended March 31, 2006 and 2007:
Predecessor
Successor
Three
Three
Months
Months
Ended
Ended
March 31,
March 31,
2006
2007
(in thousands)
(unaudited)

Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income tax expense

$

3,367
—
237
(147)
396
667
3,349
7,869
1,605
(9)
1,596
1,231

$ 1,690
308
119
(1,005)
395
671
3,302
5,480
3,239
(9)
3,230
2,191

Percent
Change

(49.8)%
NM
(49.8)
(583.7)
(0.3)
(0.6)
(1.4)
(30.4)
101.8
—
102.4
78.0

Depreciation of Container Rental Equipment. Depreciation of container rental equipment decreased $1.7 million, or 49.8%, to $1.7 million for the three months
ended March 31, 2007 from $3.4 million for the three months ended March 31, 2006. This decrease was primarily due to application of revised residual value
estimates commencing on October 1, 2006 and the sale of 28,300 TEUs of containers in the fourth quarter of 2006 as container portfolio sales to container
investors.
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We reassess residual values of our container equipment as market conditions warrant. Based on our expectation of prices for containers in the secondary market,
we increased our estimated residual values of our owned fleet on October 1, 2006. The impact of this adjustment will be lower depreciation of our owned fleet in
future periods. However, this decrease could be partially or totally offset by an increase in the size of our owned fleet in subsequent periods. If proceeds from
dispositions of used containers are below our estimated residual values, we may report higher impairment charges on equipment designated for sale and/or lower
gain on disposition of used container equipment in the future.
Amortization of Intangible Assets. We recorded amortization of intangible assets of $308,000 during the three months ended March 31, 2007 related to
intangible assets we recognized in connection with the Interpool Transaction. We had no intangible assets recorded on our balance sheet at March 31, 2006, and
therefore, no amortization of intangible assets was recorded for the three months ended March 31, 2006.
Impairment of Container Rental Equipment. Impairment of container rental equipment decreased $118,000, or 49.8%, to $119,000 for the three months ended
March 31, 2007 from $237,000 during the three months ended March 31, 2006. The lower impairment expense is partly due to higher assumed resale values
during the three months ended March 31, 2007 as compared to the same period in 2006. We increased our assumed resale values due to the higher resale values
attained during the six months ended March 31, 2007. During the three months ended March 31, 2007 and 2006, 700 and 1,300 TEUs, respectively, were
designated for sale and impaired.
Our impairment expense represents the aggregate impairment of a large number of individual units we have impaired, each of which has specific circumstances
surrounding the decision to sell. We make impairment decisions for each container based upon the specific circumstances affecting that container. In most
instances our decision to recognize impairment expense with respect to a container has resulted from our determination that a container needs to be repositioned
from a location with low demand or that the container would need significant repairs, and in each case the cost would be in excess of the expected future cash
flows from leasing the container.
Gain on Disposition of Used Container Equipment. Gain on disposition of used container equipment increased $858,000, or 583.7%, to $1.0 million for the
three months ended March 31, 2007 from $147,000 for the comparable period in 2006 as a result of selling more units at a higher average gain. During the three
months ended March 31, 2007 and 2006 we sold 5,000 TEUs and 3,200 TEUs, respectively.
Equipment Rental Expense. Equipment rental expense was $395,000 and $396,000 for the three months ended March 31, 2007 and 2006, respectively. We did
not enter into any new rental agreements over the last year. We expect to record a similar amount of rental expense during the remaining three quarters of 2007.
Storage, Handling and Other Expenses. Storage, handling and other expenses increased $4,000, or 0.6%, to $671,000 for the three months ended March 31,
2007 from $667,000 for the three months ended March 31, 2006. Storage, handling and other expenses remained consistent across these periods due to the
relatively consistent utilization rate across these periods. The low percentage of units off-hire is a result of strong container demand from shipping lines and our
sale of older units into the secondary resale market that would otherwise been held in storage depots.
Marketing, General and Administrative Expenses. Marketing, general and administrative expenses decreased $47,000, or 1.4%, to $3.3 million for the three
months ended March 31, 2007 as compared to the three months ended March 31, 2006. We expect marketing, general and administrative expenses to be higher in
the future as we incur additional costs related to operating as a public company as well as stock-based compensation expense associated with the grant of equity
awards under our 2007 Equity Incentive Plan.
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Net Interest Expense. Net interest expense for the three months ended March 31, 2007 was $3.2 million, an increase of $1.6 million, or 102.4%, from the three
months ended March 31, 2006. The increase in interest expense is primarily due to the $77.5 million of incremental debt incurred in connection with the Interpool
Transaction, which we intend to repay with our net proceeds from this offering.
Income Tax Expense. Income tax expense increased $960,000, or 78.0%, to $2.2 million for the three months ended March 31, 2007 from $1.2 million for the
three months ended March 31, 2006. The increase was primarily due to the 70.2% increase in pretax income for the three months ended March 31, 2007 as
compared to the three months ended March 31, 2006. The effective tax rate was 37.8% for three months ended March 31, 2007 and 36.1% for the three months
ended March 31, 2006.
Segment Information. The following table summarizes our results of operations for each of our business segments for the three months ended March 31, 2006
and 2007:
Predecessor
Successor
Three
Three
Months
Months
Ended
Ended
March 31,
March 31,
2006
2007
(in thousands)
(unaudited)

Container Leasing
Total revenue
Total operating expenses
Interest expense
Income before taxes attributable to segment
Container Management
Total revenue
Total operating expenses
Income before taxes attributable to segment

$

8,369
5,398
1,605

$ 8,199
2,940
3,239

$

1,366

$ 2,020

$

4,506
2,471

$

2,035

Percent
Change

(2.0)%
(45.5)
101.8

As a Percent of Total
Revenue
Three
Three
Months
Months
Ended
Ended
March 31,
March 31,
2006
2007

65.0%
41.9
12.5

56.5%
20.3
22.3

47.9

10.6%

13.9%

$ 6,314
2,540

40.1%
2.8

35.0%
19.2

43.5%
17.5

$ 3,774

85.4

15.8%

26.0%

Container Leasing. Total revenue from our container leasing segment decreased $170,000, or 2.0%, to $8.2 million for the three months ended March 31, 2007
from $8.4 million during the three months ended March 31, 2006. The decrease was primarily due lower average per diem rates during the three months ended
March 31, 2007 compared to the three months ended March 31, 2006.
Total operating expenses for the container leasing segment decreased $2.5 million, or 45.5%, to $2.9 million for the three months ended March 31, 2007 from
$5.4 million during the three months ended March 31, 2006. The decrease was primarily due to lower depreciation of container rental equipment which resulted
primarily from the change in our residual estimates, as described above.
Container Management. Total revenue from our container management segment for the three months ended March 31, 2007 increased $1.8 million, or 40.1%,
to $6.3 million from $4.5 million for the three months ended March 31, 2006. The increase in revenue was primarily due to a 49.8% increase in gain on sale of
container portfolios to $2.9 million during the three months ended March 31, 2007 compared to $1.9 million during the three months ended March 31, 2006. The
increase in management revenue
56

Table of Contents
was also due to a 32.8% increase in container management fees to $3.4 million for the three months ended March 31, 2007 from $2.6 million for the three months
ended March 31, 2006, resulting from our operating a 12.0% larger managed fleet during the three months ended March 31, 2007 compared to the three months
ended March 31, 2006.
Total operating expenses for the container management segment were flat at $2.5 million for the three months ended March 31, 2007 and 2006.
Pre- and Post-Repurchase Periods in 2006
In connection with the Interpool Transaction we applied pushdown accounting in accordance with SAB No. 54 and step acquisition accounting in accordance
with SFAS No. 141 and created a new basis of accounting which resulted in pre- and post-repurchase periods in 2006. In 2006 the period from January 1, 2006
through September 30, 2006 represents our pre-repurchase period, while the period from and after October 1, 2006 represents our post-repurchase period. We
have presented below a discussion of the impact of the change in basis of our accounting resulting from the application of step acquisition and pushdown
accounting upon our results of operations in the pre- and post-repurchase periods. We have also included below a discussion of our results of operations for the
year ended December 31, 2005 compared to our pro forma, as adjusted results of operations for the year ended December 31, 2006. Our pro forma, as adjusted
results of operations for the year ended December 31, 2006 include adjustments for the Interpool Transaction, the Conversion of the Preferred Stock, the Offering
and the compensation expense relating to stock options we plan to grant to officers and directors, and restricted stock and cash bonuses we plan to grant to
employees concurrent with this offering. See “Unaudited Pro Forma Financial Information.” The pro forma, as adjusted financial information is for informational
purposes only and should not be considered indicative of actual results that we would have achieved had the Interpool Transaction, the Conversion of Preferred
Stock and the Offering been completed on January 1, 2006 and does not purport to be indicative of results of operations as of any future dates or for any future
period. The pro forma, as adjusted financial information should be read in conjunction with the “Unaudited Pro Forma Financial Information” and our historical
consolidated financial statements and the notes thereto included elsewhere in this prospectus.
Total Revenue. Our revenue composition and accounting was not affected by the Interpool Transaction and, therefore, during both pre- and post-repurchase
periods, our revenues were derived from container leasing revenue, management fee revenue, gain on sale of container portfolios and finance lease income and
the change in basis had no effect on revenue post-repurchase.
Operating Expenses. Other than amortization of intangible assets and depreciation of container rental equipment, the composition of our operating expenses
was not significantly affected by the Interpool Transaction. The post-repurchase operating expenses include $307,000 of amortization of intangible assets
recognized upon the Interpool Transaction. Our intangible assets primarily comprise relationships with container shipping lines and container investors,
trademarks and software. We amortize these intangible assets on a straight line basis over the estimated period of remaining economic benefit for each category of
intangible assets, ranging from three to ten years. We had no intangible assets to amortize during the pre-repurchase period. The increase in the net value of
container rental equipment resulted in a negligible change in our depreciation expense in the post-repurchase period. However, the adjustment in residual values
of our containers, as discussed below, reduced our depreciation expense in the three months ended December 31, 2006 by approximately $1.0 million.
Interest Expense. Net interest expense was $4.1 million and $3.7 million for the pre- and post-repurchase period, respectively. Interest expense during the postrepurchase period was disproportionately high in relation to the pre-repurchase period due primarily to increased borrowing to finance the repurchase of our
common stock held by Interpool. This includes our term loan, an increase in borrowing under the revolving line of credit under our senior secured credit facility
and the issuance of a $37.5 million convertible subordinated note payable to Interpool.
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Adjusted 2006 Compared to 2005
We refer to our pro forma, as adjusted results of operations for the year ended December 31, 2006 as our “Adjusted 2006.”
The following table summarizes our operating results for 2005 and Adjusted 2006:
Pro Forma,
As Adjusted
Year Ended
Year Ended
December 31,
December 31,
2005
2006
(in thousands)
(unaudited)

Total revenue
Operating expenses
Net income

$

61,586
37,449
9,989

$

Percent
Change

60,661
30,640
14,947

(1.5)%
(18.2)
49.6

Total revenue of $60.7 million for Adjusted 2006 was $925,000 lower than total revenue of $61.6 million for 2005 due primarily to a decline of $6.0 million in
container rental revenue, partly offset by increases in management fee revenue, gain on sale of container portfolios and finance lease income of $869,000, $3.8
million and $365,000, respectively. Net income increased $5.0 million, or 49.6%, to $14.9 million for Adjusted 2006 from $10.0 million for 2005. The increase in
net income was principally due to a $6.8 million, or 18.2%, decrease in operating expenses. Adjusted 2006 net income exceeds actual net income for the
combined pre- and post-repurchase period due to the decreased interest expense described above.
Revenue. The following table summarizes the changes in the components of our total revenue for 2005 and Adjusted 2006:
Pro Forma,
As Adjusted
Year Ended
Year Ended
December 31,
December
2005
31, 2006
(in thousands)
(unaudited)

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue

$

$

39,614
11,230
9,913
829
61,586

$ 33,611
12,099
13,757
1,194
$ 60,661

Percent
Change

(15.2)%
7.7
38.8
44.0
(1.5)

As a Percent of Total Revenue
Pro Forma,
As Adjusted
Year Ended
Year Ended
December 31,
December 31,
2005
2006

64.3%
18.2
16.1
1.4
100.0%

55.4%
19.9
22.7
2.0
100.0%

Container Rental Revenue. Container rental revenue decreased $6.0 million, or 15.2%, to $33.6 million for Adjusted 2006 from $39.6 million for 2005. The
decrease in container rental revenue was principally due to a decrease of 8.3% in the average number of TEUs in our owned fleet available for lease during
Adjusted 2006 as compared to 2005. The lower average size of our owned fleet during Adjusted 2006 primarily resulted from sales of container portfolios during
the third and fourth quarters of 2005. Additionally, due to increased deliveries by container manufacturers during 2006 of containers purchased by container
shipping lines, the average per diem rate for short-term leases declined during Adjusted 2006 as compared to 2005. Lower per diem rates on our short-term lease
fleet were partly offset by higher per diem rates on our long-term lease fleet during Adjusted 2006, as compared to 2005.
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Management Fee Revenue. Management fee revenue increased $869,000, or 7.7%, to $12.1 million for Adjusted 2006 from $11.2 million for 2005.
Management fees were $8.1 million and $8.5 million for 2005 and Adjusted 2006, respectively. Managed units’ sales fees were $3.1 million and $3.6 million for
2005 and Adjusted 2006, respectively. The average number of TEUs in our managed fleet increased by 14.0% for Adjusted 2006 as compared to 2005. Offsetting
the positive impact of our larger managed fleet was lower fee income associated with a container portfolio sold by Interpool to a Swiss investor group in March
2006. We retained management of the underlying portfolio; however, our management fee percentage with the Swiss investor group is lower than our
management fee percentage with Interpool for this portfolio prior to the sale. We expect to manage additional containers for the Swiss investor group on these
terms through the term of this agreement, which expires in March 2016.
Gain on Sale of Container Portfolios. Gain on sale of container portfolios increased $3.8 million, or 38.8%, to $13.8 million for Adjusted 2006 from $9.9
million for 2005. This increase is principally due to selling more TEUs to container investors at a higher sales margin over book value during Adjusted 2006 as
compared to 2005.
Finance Lease Income. Finance lease income increased $365,000, or 44.0%, to $1.2 million for Adjusted 2006 from $829,000 for 2005. This increase was
primarily due to new finance leases signed during Adjusted 2006. During Adjusted 2006, the number of TEUs leased by us under finance leases increased to
approximately 10,700 TEUs as of December 31, 2006 compared to approximately 8,700 TEUs as of December 31, 2005.
Expenses. The following table summarizes changes in expenses for 2005 and Adjusted 2006:
Pro Forma,
As Adjusted
Year Ended
Year Ended
December 31,
December 31,
2005
2006
(in thousands)
(unaudited)

Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income tax expense

$

14,764
—
572
(1,166)
6,875
3,853
12,551
37,449
7,798
(27)
7,771
6,377

$

12,037
1,228
351
(1,551)
1,582
3,190
13,803
30,640
6,081
(57)
6,024
9,050

Percent
Change

(18.5)%
NM
(38.6)
33.0
(77.0)
(17.2)
10.0
(18.2)
(22.0)
111.1
(22.5)
41.9

Depreciation of Container Rental Equipment. Depreciation of container rental equipment decreased $2.7 million, or 18.5%, to $12.0 million for Adjusted 2006
from $14.8 million for 2005. This decrease was primarily due to a lower average number of TEUs in our owned fleet during Adjusted 2006 as compared to 2005.
This lower average number of TEUs in our owned fleet resulted primarily from sales of container portfolios to container investors during the last six months of
2005 and the disposition of older equipment into the secondary resale market during the same six-month period. Adjusted 2006 depreciation also reflects the
adjustment of our residual values (discussed below), which had the effect of reducing our depreciation expense in the three months ended December 31, 2006 by
$1.0 million. This
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decrease in depreciation expense more than offset the increase in depreciation expense associated with the increase in the net value of our container rental
equipment as a result of the application of pushdown accounting following the Interpool Transaction.
Amortization of Intangible Assets. We recorded amortization of intangible assets of $307,000 during the three months ended December 31, 2006 and our
Adjusted 2006 operating results include $1.2 million of amortization of intangible assets for the period. In 2005 we had no amortization of intangible assets.
Impairment of Container Rental Equipment. Impairment of container rental equipment decreased $221,000, or 38.6%, to $351,000 for Adjusted 2006, from
$572,000 for 2005. This decrease was primarily due to the higher book value of units impaired during 2005 compared to Adjusted 2006. Our impairment expense
represents the aggregate impairment of a large number of individual units we have impaired, each of which has specific circumstances surrounding the decision to
sell.
Gain on Disposition of Used Container Equipment. Gain on disposition of used container equipment increased $385,000, or 33.0%, to $1.6 million for Adjusted
2006 from $1.2 million for 2005. The higher gain resulted primarily from higher average selling price per TEU of sold containers in Adjusted 2006 which offset
the impact of fewer TEUs sold in Adjusted 2006 as compared to 2005. The lower number of units sold during Adjusted 2006 reflects the strong leasing market
conditions during Adjusted 2006 as well as our success in removing older equipment from our fleet.
Equipment Rental Expense. Equipment rental expense decreased $5.3 million, or 77.0%, to $1.6 million for Adjusted 2006 from $6.9 million for 2005. In 2005,
we exercised buy-out options for approximately 27,000 TEUs under existing lease contracts, which resulted in a decrease in equipment rental expense. We do not
intend to renew these leases and expect equipment rental expense to decrease through the second quarter of 2008, at which point the leases for these containers
will have terminated. We intend to exercise purchase options at the end of the rental periods on these units. As a result, we do not expect a decline in revenue
from the expiration of the rental agreements. We will incur additional interest and depreciation expense as a result of the purchase of these containers, although
we expect these expenses to be lower than our current amount of rental expense associated with these containers.
Storage, Handling and Other Expenses. Storage, handling and other expenses decreased $663,000, or 17.2%, to $3.2 million for Adjusted 2006 from $3.9
million for 2005. The decrease for Adjusted 2006 was primarily due to operating a smaller owned fleet during Adjusted 2006 as compared to 2005. These
expenses were also lower due to our sale in 2005 of older equipment from our fleet that had higher maintenance expenses as well as a higher level of utilization of
our owned fleet in Adjusted 2006 as compared to 2005.
Marketing, General and Administrative Expenses. Marketing, general and administrative expenses increased $1.3 million, or 10%, to $13.8 million for Adjusted
2006 from $12.6 million for 2005. The increase was primarily due to $1.4 million of pro forma compensation expense in 2006 related to stock options and
restricted stock we intend to grant and cash bonuses to employees we intend to pay concurrently with this offering.
Net Interest Expense. Net interest expense decreased $1.7 million, or 22.5%, to $6.0 million for Adjusted 2006 from $7.8 million for 2005 primarily as a result
of our repayment of debt during the first nine months of Adjusted 2006. In connection with the Interpool Transaction we incurred an additional $77.5 million of
debt which we intend to repay with our net proceeds from this offering. Our net interest expense for Adjusted 2006 includes an adjustment that eliminates the net
interest expense incurred in connection with this additional debt. The amount of our net interest expense for Adjusted 2006 is based upon our expected repayment
of the $77.5 million of incremental debt we incurred in connection with the Interpool Transaction with the net proceeds of this offering. Assuming the number of
shares offered
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by us as set forth on the cover page of this prospectus remains the same, after deducting discounts and commissions and estimated offering expenses payable by
us, a $1.00 increase (decrease) in the assumed offering price per share would decrease (increase) net interest expense for Adjusted 2006 by approximately
$400,000.
Income Tax Expense. Income tax expense increased $2.7 million, or 41.9%, to $9.1 million for Adjusted 2006, from $6.4 million for 2005. The increase was
primarily due to the 46.6% increase in pretax income for Adjusted 2006. Despite this increase in overall tax expense our effective tax rate was 37.7% for Adjusted
2006 compared to 39.0% for 2005. In 2005 we had $1.8 million in non-deductible stock compensation expense compared to $784,000 in Adjusted 2006.
Segment Information. The following table summarizes our results of operations for each of our business segments for 2005 and Adjusted 2006:
Pro Forma,
As Adjusted
Year Ended
Year Ended
December 31,
December 31,
2005
2006
(in thousands)
(unaudited)

Container Leasing
Total revenue
Total operating expenses
Interest expense
Income before taxes attributable to segment
Container Management
Total revenue
Total operating expenses
Income before taxes attributable to segment

$

$
$
$

40,443
28,364
7,798
4,281

$

21,143
7,287
13,856

$

$

$

Percent
Change

As a Percent of Total Revenue
Pro Forma,
As Adjusted
Year Ended
Year Ended
December 31,
December 31,
2005
2006

34,805
19,964
6,081
8,760

(13.9)%
(29.6)
(22.0)
104.6

65.7%
46.1
12.7
7.0%

57.4%
32.9
10.0
14.4%

25,856
10,676
15,180

22.3%
46.5
9.6

34.3%
11.8
22.5%

42.6%
17.6
25.0%

Container Leasing. Total revenue from our container leasing segment decreased $5.6 million, or 13.9%, to $34.8 million for Adjusted 2006 from $40.4 million
for 2005. The decrease was primarily due to an 8.3% decrease in the average size of our owned fleet during Adjusted 2006 as compared to 2005. Additionally,
due to increased deliveries of containers purchased by container shipping lines, we realized lower average per diem rates on short-term leases during Adjusted
2006 compared to 2005.
Total operating expenses for the container leasing segment decreased $8.4 million, or 29.6%, to $20.0 million for Adjusted 2006 from $28.4 million for 2005. The
decrease was primarily due to a reduction in equipment rental expense and lower depreciation of container rental equipment driven primarily by a smaller average
owned fleet and a change in our residual estimates.
Container Management. Total revenue from our container management segment increased $4.7 million, or 22.3%, to $25.9 million for Adjusted 2006 from
$21.1 million for 2005. The increase in revenue was primarily due to a 38.8% increase in gain on sale of container portfolios to $13.8 million during Adjusted
2006, compared to $9.9 million during 2005. The increase in management revenue was also due to a 7.7% increase in container management fees to $12.1 million
for Adjusted 2006 from $11.2 million for 2005, as a result of our operating a larger managed fleet during Adjusted 2006 than we operated during 2005.
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Total operating expenses for the container management segment increased $3.4 million, or 46.5%, to $10.7 million for Adjusted 2006 from $7.3 million for 2005
due to a larger allocation of these expenses resulting from the larger percentage of our total fleet represented by our managed fleet.
Year Ended December 31, 2005 Compared to Year Ended December 31, 2004
The following table summarizes our operating results for 2004 and 2005:
Year Ended
December 31,
2004
2005
(in thousands)

Total revenue
Operating expenses
Net income

$66,686
43,685
9,229

$61,586
37,449
9,989

Percent
Change

(7.6)%
(14.3)
8.2

Total revenue decreased $5.1 million, or 7.6%, to $61.6 million in 2005 from $66.7 million in 2004. The decrease was primarily due to a 13.6% decrease in our
container rental revenue. In addition, gain on sale of container portfolios decreased $3.5 million, or 26.1%, to $9.9 million in 2005 from $13.4 million in 2004.
These declines in revenue were offset in part by an increase in management fee revenue of $4.4 million, or 64.9%, to $11.2 million in 2005 from $6.8 million in
2004. Operating expenses declined $6.2 million, or 14.3%, to $37.5 million in 2005 from $43.7 million in 2004. This reduction in operating expenses more than
offset the decline in total revenues over these same periods. The primary expense reduction was a $3.8 million decline in equipment rental expense in 2005. Net
income increased by $760,000, or 8.2%, to $9.9 million in 2005 from $9.2 million in 2004, primarily as a result of the decrease in revenue and the reduction in
operating expenses.
Revenue. The following table summarizes changes in the components of our total revenue for 2004 and 2005:

Year Ended
December 31,
2004

2005

Percent
Change

As a Percent of
Total Revenue
Year Ended
December 31,
2004
2005

(in thousands)

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue

$45,855
6,809
13,420
602
$66,686

$39,614
11,230
9,913
829
$61,586

(13.6)%
64.9
(26.1)
37.7
(7.6)

68.8%
10.2
20.1
0.9
100.0%

64.4%
18.2
16.1
1.3
100.0%

Container Rental Revenue. Container rental revenue decreased $6.2 million, or 13.6%, to $39.6 million for 2005 from $45.9 million for 2004. The decrease in
container rental revenue was primarily due to a 24.8% reduction in the average number of TEUs in our owned fleet in 2005 as compared to 2004, primarily
reflecting sales of container portfolios and gain on disposition of used container equipment into the secondary resale market during 2005. Included in container
rental revenue for 2004 was a $2.0 million payment by Interpool to reconcile revenue allocation under our agreement with Interpool with respect to the amount of
container rental revenue that was attributable to the containers we managed for Interpool as compared to our owned fleet. We recognized the payment we received
from Interpool in connection with the resolution of this matter as revenue attributable to our owned containers.
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The decline in revenue attributable to the decrease in our average numbers of TEUs available for lease in 2005 as compared to 2004 was partially offset by higher
average per diem rates on both short- and long-term leases in 2005 as compared to 2004 and by a slight increase in average utilization over this same period. The
average utilization rates for our total fleet increased to approximately 90.7% in 2005 compared to approximately 89.8% in 2004, although utilization rates
decreased slightly during the second half of 2005.
Management Fee Revenue. Management fee revenue increased $4.4 million, or 64.9%, to $11.2 million for 2005 from $6.8 million in 2004. Management fees
comprised $8.1 million and $5.9 million for 2005 and 2004, respectively. Managed units’ sales fees comprised $3.1 million and $900,000 for 2005 and 2004,
respectively. The increase in management fees is primarily attributable to a 24.0% increase in the average number of TEUs in our managed fleet in 2005 as
compared to 2004 together with higher average per diem rates for both short- and long-term leases in 2005 as compared to 2004 as well as a slight increase in
average utilization in 2005. Additionally, there was an increase in the number of containers sold on behalf of container investors in 2005 as compared to 2004 that
generated higher managed units’ sales fee revenue.
Gain on Sale of Container Portfolios. Gain on sale of container portfolios decreased $3.5 million, or 26.1%, to $9.9 million for 2005 from $13.4 million for
2004. The decline in gain on sale of container portfolios during 2005 as compared to 2004 was primarily due to our sale of fewer leased containers to container
investors in 2005. We sold 53,000 TEUs in 2005 and 78,000 TEUs in 2004.
Finance Lease Income. Finance lease income increased $227,000, or 37.7%, to $829,000 for 2005 from $602,000 for 2004, primarily due to an increased
number of finance leases signed in 2005. In 2005 we added approximately a net 2,900 TEUs under finance lease, increasing the number of TEUs under finance
leases to approximately 8,700 TEUs at December 31, 2005, compared to approximately 5,800 TEUs as of December 31, 2004.
Expenses. The following table summarizes changes in expenses for 2004 and 2005:
Year Ended December 31,
2004
2005
(in thousands)

Depreciation of container rental equipment
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income tax expense

$ 15,545
275
(718)
10,636
6,164
11,783
43,685
7,651
(28)
7,623
6,149

$ 14,764
572
(1,166)
6,875
3,853
12,551
37,449
7,798
(27)
7,771
6,377

Percent
Change

(5.0)%
108.0
62.4
(35.4)
(37.5)
6.5
(14.3)
1.9
(3.6)
1.9
3.7

Depreciation of Container Rental Equipment. Depreciation of container rental equipment decreased $781,000, or 5.0%, to $14.8 million for 2005 from $15.5
million for 2004. This decrease was primarily due to a lower average number of TEUs in our owned fleet during 2005 as result of our sale of container portfolios
to container investors in 2005 and our increased level of disposition of older equipment into the secondary resale market.
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Impairment of Container Rental Equipment. Impairment of container rental equipment expense increased $297,000, or 108.0%, to approximately $572,000 for
2005 from $275,000 in 2004. This increase was primarily due to additional units designated for sale that were subsequently deemed to be impaired.
Gain on Disposition of Used Container Equipment. Gain on disposition of used container equipment increased $448,000, or 62.4%, to $1.2 million in 2005
from $718,000 in 2004. The increased gain was due to an increase in the number of TEUs we sold to the secondary resale market during 2005 as compared to
2004. We sold approximately 19,000 TEUs and 12,000 TEUs during 2005 and 2004, respectively.
Equipment Rental Expense. Equipment rental expense decreased $3.8 million, or 35.4%, to $6.9 million for 2005 from $10.6 million for 2004. In 2005, we
exercised buy-out options for 28,000 TEUs leased to us by third parties, which resulted in the decrease in equipment rental expense.
Storage, Handling and Other Expenses. Storage, handling and other expenses decreased $2.3 million, or 37.5%, to $3.9 million for 2005 from $6.2 million for
2004. The decrease was due to reduced storage and repositioning expenses which resulted from our operating on average a smaller owned fleet and higher
utilization of our containers in 2005 as compared to 2004.
Marketing, General and Administrative Expenses. Marketing, general and administrative expenses increased $768,000, or 6.5%, to $12.6 million for 2005 from
$11.8 million for 2004. The increase was primarily due to higher employee costs, increased office rental expense as a result of moving into new premises and
increased stock compensation expense recognized in 2005.
Net Interest Expense. Net interest expense increased $148,000, or 1.9%, to $7.8 million for 2005 from $7.6 million for 2004. This increase was primarily
attributable to increases in market interest rates to which our borrowings under our senior secured credit facility are linked and an increase in average borrowings
outstanding during 2005 under our senior secured line of credit. As of December 31, 2005, the one-month U.S.-dollar Eurodollar rate was 4.22% compared to
2.31% as of December 31, 2004. We were able to moderate the impact of these interest rate increases by replacing our old revolving line of credit, which had a
spread over Eurodollar rate of 2.25% with a new facility which has a spread of 1.75% over the Eurodollar rate. The new facility was put in place in April 2005.
Income Tax Expense. Income tax expense increased $228,000, or 3.7%, to $6.4 million for 2005 from $6.1 million for 2004. The increase was due to the 5.7%
increase in pretax income offset by a reduction in effective tax rates. Our effective tax rate was 39.0% for 2005 and 40.0% for 2004.
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Segment Information. The following table summarizes our results of operations for each of our business segments for 2004 and 2005:

Year Ended
December 31,
2004
2005
(in thousands)

Percent
Change

As a Percent of
Total Revenue
Year Ended
December 31,
2004
2005

Container Leasing
Total revenue
Total operating expenses
Interest expense
Income before taxes attributable to segment

$46,457
35,726
7,651
$ 3,080

$40,443
28,364
7,798
$ 4,281

(12.9)%
(20.6)
1.9
39.0

69.7%
53.6
11.5
4.6%

65.7%
46.1
12.7
7.0%

Container Management
Total revenue
Total operating expenses
Income before taxes attributable to segment

$20,229
6,352
$13,877

$21,143
7,287
$13,856

4.5%
14.7
(0.2)

30.3%
9.5
20.8%

34.3%
11.8
22.5%

Container Leasing. Total revenue from our container leasing segment decreased $6.0 million, or 12.9%, to $40.4 million for 2005 from $46.5 million for 2004.
Also included in the year ended December 31, 2004 was a $2.0 million payment by Interpool to reconcile revenue allocation under our agreement with Interpool
with respect to the amount of container rental revenue that was attributable to containers we managed for Interpool as compared to our owned fleet.
Total operating expenses for the container leasing segment decreased $7.4 million, or 20.6%, to $28.4 million for 2005 from $35.7 million for 2004. The decrease
was primarily due to a decrease in equipment rental expense, depreciation of container rental equipment and a reduced allocation of marketing, general and
administrative expenses due to the smaller percentage of our total fleet represented by our owned fleet.
Container Management. Total revenue from our container management segment increased $914,000, or 4.5%, to $21.1 million for 2005 from $20.2 million for
2004. The increase was due to an increase in management fee revenue from $6.8 million for 2004 to $11.2 million for 2005, offset in part by a decrease in our
gain on sale of container portfolios of $3.5 million, or 26.1%, to $9.9 million for 2005 from $13.4 million for 2004.
Total operating expenses for the container management segment increased $935,000, or 14.7%, to $7.3 million for 2005 from $6.4 million for 2004 due to
increases in marketing, general and administrative expenses and a larger allocation of these expenses to our container management segment.
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Quarterly Financial Data
The following table presents condensed consolidated statements of operations data for each of the nine quarters in the period ended March 31, 2007. The
operating results for any quarter are not necessarily indicative of the results for any subsequent quarter.
Predecessor

Successor

2005 Quarters Ended

Revenue
Operating expenses
Operating income
Net income
Earnings (loss) per share available to common
stockholders:
Basic
Diluted

Quarters Ended
Dec. 31,
Mar. 31,
2006
2007

2006 Quarters Ended

Mar. 31

June 30

Sep. 30

$ 14,969
9,780
5,189
2,047

$ 13,190
9,687
3,503
1,111

$ 16,065
8,960
7,105
2,976

$ 17,362
9,022
8,340
3,855

$ 12,875
7,869
5,006
2,179

$ 13,953
7,028
6,925
3,631

$ 15,222
6,786
8,436
4,555

$ 18,611
6,564
12,047
5,233

$ 14,513
5,480
9,033
3,612

$

$

$

$

$

$

$

$

$

0.09
0.09

0.04
0.04

0.13
0.13

Dec. 31
Mar. 31
June 30
(in thousands, except per share amounts)
(unaudited)

0.17
0.17

0.13
0.10

0.19
0.17

Sep. 30

0.24
0.21

0.49
0.36

(0.19)*
(0.19)*

* Calculated based on net loss available to common stockholders of $2.0 million which represents net income minus $5.6 million of accretion in the value of
preferred stock at March 31, 2007.
Seasonal factors cause our profitability to fluctuate from quarter to quarter. Historically, the average utilization rates of our fleet have been lowest in the first and
second quarters of the year as container shipping lines drop off at depots containers they had on short-term leases to carry goods for the prior winter holiday
season. In addition, container shipping lines historically enter into long-term container leases in response to increased demand for containers beginning at the end
of the second quarter and continuing into the third and fourth quarters as their shipping activity increases for the winter holiday season. We have also historically
reported higher levels of gain on sale of container portfolios in the third and fourth quarters as we sell portfolios of recently leased containers to container
investors.
The overall seasonal trends have typically resulted in the first quarter being our least profitable quarter, and the third and fourth quarters being our most profitable
quarters. In the first quarter of 2005 our profitability was not as low due to higher growth in world trade volume, and resulting high utilization rates. In addition,
sales of containers to container investors in the first quarter of 2005 resulted in that quarter being a more profitable quarter than the second quarter of 2005, which
had lower gain on sale of container portfolios.
In the fourth quarter of 2006 we reported $5.2 million in net income as a result of the 90.6% utilization levels during the quarter and the sale of 28,300 TEUs of
containers, resulting in a gain on sale of container portfolios of $5.4 million. In the first quarter of 2007, we reported $3.6 million in net income as a result of
92.4% utilization during the period, lower operating expenses and a $2.9 million gain on sale of container portfolios.
Our quarterly results are also affected by other factors such as the timing of sales of container portfolios to container investors, the overall demand for containers
by container shipping lines, the number of new containers available for lease by our competitors and the resulting impact on per diem and utilization rates, and
other unanticipated circumstances. Some of these circumstances will change from quarter to quarter. Accordingly, results for a particular quarter are not
necessarily indicative of results to be expected for any other quarter or for any year. For example, 2003 was a loss year for us due to low container demand caused
by the global economic weakness after the terrorist attacks on September 11, 2001. We experienced low container demand from container shipping lines
throughout 2003, and that
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low demand continued into the first quarter of 2004, our seasonally lowest profit quarter. In April 2004 we experienced an increase in demand from container
shipping lines for containers. Lease activity and utilization increased steadily each month thereafter, and 2004 became a profitable year for the company. This
trend continued into 2005.
Liquidity and Capital Resources
Our principal sources of liquidity have been cash flows from operations, sales of container portfolios and borrowings under our senior secured credit facility.
From January 1, 2004 through March 31, 2007, we sold to European and Asian container investors containers representing approximately 211,000 TEUs for
$363.4 million of gross proceeds. We believe that cash flow from operations, future sales of container portfolios and borrowing availability under our senior
secured credit facility are sufficient to meet our liquidity needs for at least the next 12 months.
We have typically funded a significant portion of the purchase price for new containers through borrowings under our senior secured credit facility. However,
from time to time we have funded new container acquisitions through the use of working capital. We intend to primarily use our senior secured credit facility to
fund the purchase of new containers in the future. We have typically used the proceeds from sales of portfolios of containers to container investors to repay our
senior secured credit facility. As we expand our owned fleet, our senior secured credit facility balance will be higher, which will result in higher interest expense
and may reduce our ability to finance additional purchases of new containers.
In addition to customary events of default, our senior secured credit facility contains financial covenants that require us to maintain (1) a total leverage ratio of
4.50 to 1.00 or less through December 31, 2007 and 3.50 to 1.00 or less thereafter; (2) a senior leverage ratio of 3.50 to 1.00 or less through December 31, 2007
and 2.50 to 1.00 or less thereafter; and (3) a minimum fixed charge coverage ratio of 1.25 to 1.00. These ratios are defined in our senior secured credit facility. At
March 31, 2007, we were in compliance with the financial covenants in our senior secured credit facility.
Cash Flow
The following table sets forth certain historical cash flow information for the years ended December 31, 2004 and 2005, the nine months ended September 30,
2005 and 2006, the three months ended December 31, 2006 and the three months ended March 31, 2006 and 2007:
Predecessor
Year Ended
December 31,
2004

Nine Months Ended
September 30,

2005

2005

$ 9,989
19,425

(unaudited)
$
6,135
17,137

2006

Successor
Three
Months
Ended
December 31,
2006

Predecessor
Three
Months
Ended
March 31,
2006

$

$

Successor
Three
Months
Ended
March 31,
2007

(in thousands)
Net income
Adjustments to net income
Net cash provided by (used in) operating activities
Net cash provided by (used in) investing activities
Net cash provided by (used in) financing activities
Effect on cash of foreign currency translation
Net increase (decrease) in cash
Cash at beginning of period
Cash at end of period

$ 9,229
11,122

$10,364
2,372

20,351
3,784
(22,000)
56

29,414
(8,228)
(19,042)
(103)

23,272
(42,209)
21,640
(123)

12,736
(9,932)
(6,104)
(4)

2,191
3,341

2,041
5,532

2,580
5,532

(3,304)
7,573

$ 5,532

$ 7,573

67

$

8,112

$ 4,269

5,233
3,142
8,375
7,844
(272)
143
16,090
4,269

$

20,359

$

(unaudited)
2,179
$
3,612
4,722
(11,545)
6,901
10,028
(14,683)
(14)

(7,933)
(7,409)
2,750
8

2,232
7,573

(12,584)
20,359

9,805

$

7,775
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Operating Activities Cash Flows
Net cash used in operating activities was $7.9 million for the three months ended March 31, 2007, compared to $6.9 million provided by operating activities for
the three months ended March 31, 2006. The change in net cash from operating activities during the three months ended March 31, 2007, as compared to the three
months ended March 31, 2006, was primarily due to the payment in the three months ended March 31, 2007 of $9.5 million in estimated federal and state income
taxes related to the year ended December 31, 2006. We fully utilized our suspended passive activity losses during the year ended December 31, 2006. As a result,
we expect to pay federal and state income taxes if we continue to be profitable. During the three months ended March 31, 2007 we had lower depreciation
expense as a result of the increase in our estimated residual values of our owned fleet and the sale of container equipment since March 31, 2006. In addition, we
had higher gain on sale of container portfolios during the three months ended March 31, 2007 than in the three months ended March 31, 2006.
Net cash provided by operating activities was $12.7 million for the nine months ended September 30, 2006, compared to $23.3 million for the nine months ended
September 30, 2005, and $8.4 million for the three months ended December 31, 2006. The decrease in net cash provided by operating activities during the nine
months ended September 30, 2006 compared to the nine months ended September 30, 2005 was primarily due to a greater amount of our net income coming from
our container management segment and a lesser amount from net income related to our container leasing segment. During the nine months ended September 30,
2006 and the three months ended December 31, 2006, we sold substantially all of the containers we purchased and leased during those periods to container
investors in order to increase our revenue and net income from our container management segment. A container that is operated as part of our owned fleet will
generate more operating cash flow than a container operated in our managed fleet, though the managed container does not have the related capital cost. Although
our owned equipment portfolio did not increase, we had a $5.2 million increase in accounts receivable during the nine months ended September 30, 2006 due to
increased leasing activity associated with our managed fleet, as compared to the fleet operated during the nine months ended September 30, 2005. The higher
accounts receivable balance was partly offset by higher levels of accrued and accounts payable balances during the nine months period ended September 30,
2006.
Net cash provided by operating activities was $29.4 million in 2005 and $20.4 million in 2004. Net income for 2005 was $710,000 greater than net income for
2004. Non-cash items, such as depreciation, amortization, gain on sale of container portfolios and deferred income taxes, which are included in the calculation of
net income, increased to $13.9 million in 2005 from $10.8 million in 2004. During 2005 our cash flow from operating activities benefited from a $4.4 million
increase in management fees as a result of operating a 24.0% larger managed fleet, as measured in TEUs, and from higher fees associated with selling more
containers into the secondary resale market on behalf of container investors.
We are subject to federal and state income taxes as a Subchapter C corporation under the Internal Revenue Code. We file a U.S. federal income tax return. We are
liable for federal income taxes on our worldwide income. Through Adjusted 2006, due to our suspended passive activity losses, we have paid immaterial amounts
of income taxes to the taxing authorities. However, we fully utilized our suspended passive activity losses during the nine months ended September 30, 2006 and
the three months December 31, 2006. As a result, in 2007 we began paying cash taxes related to our taxable income in 2007, and made a $9.5 million estimated
tax payment during the three months ending March 31, 2007 related to taxes that had been accrued during 2006.
Investing Activities Cash Flows
Net cash used in investing activities amounted to $7.4 million for the three months ended March 31, 2007 compared to $10.0 million provided by investing
activities for the three months ended March 31, 2006. The change in cash used in investing activities during the three months ended March 31, 2007 as
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compared to the three months ended March 31, 2006 was due primarily to payments of $37.2 million for new containers purchased during the three months ended
March 31, 2007 as compared to $10.8 million during the three months ended March 31, 2006. Proceeds from the sale of container portfolios were $24.9 million
and $17.1 million for the three months ended March 31, 2007 and 2006, respectively.
Net cash used in investing activities amounted to $9.9 million for the nine months ended September 30, 2006 compared to $42.2 million for the nine months
ended September 30, 2005. During the three months ended December 31, 2006 there was $7.8 million of net cash provided by investing activities, largely due to
$52.9 million in proceeds from container disposal and container portfolio sales during the period. The decrease during the nine months ended September 30,
2006, as compared to the same period in 2005, was due to lower equipment purchases and higher proceeds from sales of container portfolios. During the nine
months ended September 30, 2005, the nine months ended September 30, 2006 and three months ended December 31, 2006, we invested $114.2 million, $89.4
million and $45.8 million in containers, respectively, due to the strong demand for containers from shipping lines over those periods. During the nine months
ended September 30, 2005, the nine months ended September 30, 2006 and the three months ended December 31, 2006, we sold $58.7 million, $67.9 million and
$49.3 million of containers to container investors, respectively, in order to generate additional cash from the proceeds and from additional future management fee
revenue. The proceeds also allowed us invest in additional containers, while also providing sufficient cash to reduce our outstanding subordinated debt.
Net cash used in investing activities amounted to $8.2 million in 2005 compared to $3.8 million of cash provided by investing activities in 2004. During 2005 and
2004 we invested $127.3 million and $125.7 million in containers, respectively, and sold $102.1 million and $119.2 million of containers to container investors,
respectively. Our level of investment and sale activity during 2005 and 2004 was due to the favorable market conditions for leased containers, and the
development of container sales programs primarily to European container investors during those years.
Financing Activities Cash Flows
Net cash provided by financing activities amounted to $2.8 million for the three months ended March 31, 2007 compared to $14.7 million used in financing
activities for the three months ended March 31, 2006. The change in net cash provided by financing activities during the three months ended March 31, 2007 as
compared to the three months ended March 31, 2006 was due to higher net borrowing under our senior secured credit facility of $2.8 million during the three
months ended March 31, 2007 as compared to a net repayment of $13.0 million during the three months ended March 31, 2006.
Net cash used in financing activities amounted to $6.1 million for the nine months ended September 30, 2006 and $272,000 for the three months ended
December 31, 2006. Net cash provided by financing activities amounted to $21.6 million for the nine months ended September 30, 2005. The change in net cash
from financing activities during the nine months ended September 30, 2006, as compared to the nine months ended September 30, 2005, was due to lower net
borrowing under our senior secured credit facility of $8.9 million during the nine months ended September 30, 2006 as compared to net borrowing of
$38.0 million for the nine months ended September 30, 2005. During the nine months ended September 30, 2006 we had lower net borrowing need due to a
higher level of proceeds from sale of container portfolios, as previously discussed. During the nine months ended September 30, 2005 we made a $114.1 million
investment in containers that resulted in our needing to borrow under the revolving line of credit under our senior secured credit facility.
We have the ability to use our senior secured credit facility to finance container purchases on an interim, as well as long-term, basis. However, we often are
extended short-term credit from container manufacturers on newly manufactured containers. At March 31, 2007 we had $33.0 million outstanding
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under manufacturer credit lines. We typically repay the manufacturer credit lines with borrowings under the revolving line of credit under our senior secured
credit facility. We also often apply proceeds from the sale of container portfolios against the outstanding debt balance under the revolving line of credit under our
senior secured credit facility.
On October 1, 2006, we repurchased 50.0% of our then-outstanding common stock from Interpool. In connection with this transaction, we incurred $80.5 million
of indebtedness, $37.5 million of which was pursuant to a convertible subordinated note we issued to Interpool and the remainder of which was pursuant to
borrowings under our senior secured credit facility. Of this indebtedness, $77.5 million was incurred to pay the purchase price for the common stock and $3.0
million was used to repay a subordinated note we had previously issued to Interpool. Our senior secured credit facility was amended on September 29, 2006 to
include the addition of a $20.0 million term loan (funded on October 2, 2006), and the revolving line of credit commitment was decreased from $175.0 million to
$170.0 million and extended to September 29, 2010. We expect to apply our net proceeds from this offering to repay the $37.5 million convertible subordinated
note, the outstanding balance under our term loan ($17.5 million as of March 31, 2007) and the remainder to the amount outstanding on our revolving line of
credit. We expect that our principal indebtedness will be the amount outstanding under the revolving line of credit under our senior secured credit facility after
receipt of the proceeds from this offering.
Net cash used in financing activities amounted to $19.0 million in 2005 and $22.0 million in 2004. The decrease in net cash used in financing activities in 2005 as
compared to 2004 was due to a net repayment of indebtedness of $1.0 million in 2005 as compared to a net repayment of indebtedness of $22.0 million in 2004.
During 2005 we also made $16.8 million of payments on our subordinated note payable to Interpool. We did not make any payments on our subordinated note
payable during 2004.
Contractual Obligations and Commercial Commitments
The following table sets forth our contractual obligations and commercial commitments by due date as of December 31, 2006:

Total

Total debt obligations:
Senior secured credit facility
Convertible subordinated note
Interest expense(1)
Operating lease obligations
Purchase obligations payable
Rent, office facilities and equipment
Capital lease obligations
Container purchases commitments
Total contractual obligations
(1)

$

$

115,750
37,500
45,890
1,577
30,788
3,081
556
31,622
266,764

Payments Due by Period
1-2
2-3
years
years
(in thousands)
(unaudited)

1 year

$

$

5,000
—
12,650
1,474
30,788
991
525
31,622
83,050

$

$

5,000
—
12,250
103
—
847
31
—
18,231

$

$

5,000
—
11,871
—
—
697
—
—
17,568

3-4
years

$

$

100,750
37,500
9,119
—
—
546
—
—
147,915

4-5
years

>5
years

$ —
—

$ —
—

—
—
—
—
—
$ —

—
—
—
—
—
$ —

Interest expense assumes that the interest rates of 7.32% and 7.57% as of December 31, 2006 on the revolving line of credit and term loan under our senior
secured credit facility, respectively, prevail over the future periods. These interest rates will vary over time based upon fluctuations in the underlying indexes
upon which these interest rates are based. The interest rates on the convertible subordinated note and capital lease are assumed to be 11.46% and 7.32%,
respectively. These rates are the interest rates as of December 31, 2006.
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Our senior secured credit facility provides for a maximum total commitment amount of up to $190.0 million, consisting of a $20.0 million term loan facility and a
$170.0 million revolving line of credit. Loans under the senior secured credit facility bear interest at variable rates based on the Eurodollar rate or a base rate
described in our senior secured facility plus a margin that changes depending on certain financial criteria. In addition, there is a commitment fee on the unused
amount of the total commitment which is payable quarterly in arrears. The senior secured credit facility provides that swing line loans (up to $10.0 million in the
aggregate) and standby letters of credit (up to $15.0 million in the aggregate) will be available to us. These sublimits are part of, and not in addition to, the total
commitment of $170.0 million under the revolving line of credit. At March 31, 2007, there was a balance of $101.0 million on the revolving line of credit and
$17.5 million on the term loan under our senior secured credit facility. Both the revolving line of credit and the term loan facility terminate on September 30,
2010.
On October 1, 2006, we acquired Interpool’s 50.0% interest in our common stock for $77.5 million. We paid $40.0 million in cash and issued a convertible
subordinated note to Interpool in the aggregate principal amount of $37.5 million. Interest on the convertible subordinated note starts at 7.87% per annum for the
six-month period ended March 31, 2007 and increases by 1.0% each subsequent six-month period. The note provides Interpool with an option to convert the
obligation into a significant minority equity position if the note is not repaid following this offering. The note matures on October 30, 2010, is subordinated to our
$20.0 million term loan facility and $170.0 million revolving line of credit and is secured by a second priority lien on our assets. The note subjects us to various
financial and other covenants. As of March 31, 2007, we were in compliance with these covenants. We plan to repay all of the indebtedness under the note with
our net proceeds from this offering.
On October 2, 2006, we borrowed the full $20.0 million under the term loan facility and an additional $23.0 million under the revolving line of credit facility. We
used the proceeds to pay the $40.0 million cash portion of the repurchase price for our stock previously owned by Interpool and repaid the remaining $3.0 million
outstanding balance on the subordinated note we issued to Interpool in 1998. Our senior secured credit facility contains various financial and other covenants. As
of March 31, 2007, we were in compliance with these covenants. We intend to repay the $20.0 million term loan with a portion of the net proceeds of this offering
and to use the balance of the proceeds to repay a portion of the amounts outstanding under the revolving line of credit.
Off-Balance Sheet Arrangements
At March 31, 2007, we had no off-balance sheet arrangements or obligations. An off-balance sheet arrangement includes any contractual obligation, agreement or
transaction arrangement involving an unconsolidated entity under which we would have: (1) retained a contingent interest in transferred assets; (2) an obligation
under derivative instruments classified as equity; (3) any obligation arising out of a material variable interest in an unconsolidated entity that provides financing,
liquidity, market risk or credit risk support to us, or that engages in leasing, hedging or research and development services with us; or (4) made guarantees.
Critical Accounting Policies and Estimates
The preparation of financial statements in conformity with GAAP requires management to use judgment in making estimates and assumptions that affect reported
amounts of assets and liabilities, the reported amounts of income and expense during the reporting period and the disclosure of contingent assets and liabilities as
of the date of the financial statements. We have identified the policies and estimates below as critical to our business operations and the understanding of our
results of operations. These policies and estimates are considered critical due to the existence of uncertainty at the time the estimate is made, the likelihood of
changes in estimates from period to period and the potential impact that these estimates can have on our financial statements. The following accounting policies
and estimates include inherent risks
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and uncertainties related to judgments and assumptions made by us. Our estimates are based on the relevant information available at the end of each period.
Revenue Recognition
Container Rental Revenue. We recognize revenue from operating leases of our owned containers as earned over the term of the lease. Where minimum lease
payments vary over the lease term, revenue is recognized on a straight-line basis over the term of the lease. We cease recognition of lease revenue if and when a
container lessee defaults in making timely lease payments or we otherwise determine that future lease payments are not likely to be collected from the lessee. Our
determination of the collectibility of future lease payments is made by management on the basis of available information, including the current creditworthiness
of container shipping lines that lease containers from us, historical collection results and review of specific past due receivables. If we experience unexpected
payment defaults from our container lessees, we will cease revenue recognition for those leases which will reduce container rental revenue.
Finance Lease Income. Finance lease income is recognized using the effective interest method, which generates a constant rate of interest over the period of the
lease. The same risks of collectibility discussed above apply to our collection of finance lease income. If we experience unexpected payment defaults under our
finance leases, we cease revenue recognition for those leases which will reduce finance lease income.
Management Fee Revenue and Gain on Sale of Container Portfolios. In addition to leasing owned containers we sell portfolios of containers to container
investors. After the date of sale, we generally manage the containers sold to these container investors. As these arrangements contain multiple parts (the sale of an
asset followed by the provision of management services), we evaluate the arrangements under Emerging Issues Task Force No. 00-21, Revenue Arrangements
with Multiple Deliverables (EITF 00-21). We have determined that the sale of the container and the management services are separate units of accounting thereby
requiring revenue to be recognized separately for each part of the arrangement.
One requirement of EITF 00-21 for the two deliverables to be accounted for as separate units of accounting is that management can determine the fair value of the
undelivered item (the management services), when the first item (the sale of containers) is delivered. Assessing fair value evidence requires judgment. In
determining fair value we have reviewed information from management agreements entered into with container investors on a standalone basis, compared it to
information from management agreements entered into with container investors to whom we concurrently sold portfolios of containers and determined that the
fees we have charged to container investors who have entered into management agreements on a standalone basis were comparable to the fees we charged when
we entered into management agreements with container investors concurrent with the sales of portfolios of containers. We have also reviewed information of
other container management companies disclosed in publicly available documents, including investment fund prospectuses and competitor financial statements.
Accordingly we were able to determine that the fees charged for our management services are comparable to those charged by other container management
companies for the same service. As such, we have concluded that evidence exists to support our assessment of the fair value of our management services.
However, we are one of the few companies in the business of selling and managing portfolios of leased containers and in the future data may not be available to
support our assessment of fair value. Should fair value evidence not be satisfactory in the future, the gain on sale of container portfolios and the management
services may need to be accounted for as one unit of accounting. This would result in the gain on sale of container portfolios being deferred and recognized over
the term of the management agreement, which typically ranges from eight to 12 years, rather than in the period the sale occurs.
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Based on the conclusion that the sale of containers and the management services can be accounted for separately, we recognize gain on sale of container
portfolios when the sale of the containers is completed. The gain is the difference between the sales price and the net book value of the containers sold.
We recognize revenue from management fees earned under management agreements on a monthly basis. Fees are calculated as a percentage of net operating
income, which is revenue from the containers under management minus direct operating expense related to those containers. If a lessee of a managed container
defaults in making timely lease payments or we otherwise determine that future lease payments are not likely to be collected from the lessee, then we will cease to
record lease revenue for purposes of our internal record keeping in connection with determining the amount of management fees that we have earned, which in
turn will result in reduced management fee revenue.
Accounting for Container Leasing Equipment
Accounting for container leasing equipment includes depreciation, impairment testing and the impairment of containers as held for sale.
Depreciation. When we acquire containers, we record the cost of the container on our balance sheet. We then depreciate the container over its estimated “useful
life” (which represents the number of years we expect to be able to lease the container to shipping companies) to its estimated “residual value” (which represents
the amount we estimate we will recover upon the sale or other disposition of the equipment at the end of its “useful life” as a shipping container). Our estimates of
useful life are based on our actual experience with our owned fleet, and our estimates of residual value are based on a number of factors including disposal price
history.
We review our depreciation policies, including our estimates of useful lives and residual values, on a regular basis to determine whether a change in our estimates
of useful lives and residual values is warranted. Prior to October 1, 2006, we estimated that standard dry van containers, which represent substantially all the
containers in our fleet, had a useful life of 12.5 years and had residual values of $645 for a 20', $795 for a 40', and $805 for a 40' high cube. Beginning on
October 1, 2006, we changed our residual value estimates to $850 for a 20', $950 for a 40' and $1,000 for a 40' high cube. Our change in residual value estimates
is based on our recent sales history and current market conditions for the sale of used containers. The effect of this change will be a reduction in depreciation
expense as compared to what would have been reported using the previous estimates. We continue to estimate a container’s “useful life” as a shipping container to
be 12.5 years from the first lease out date after manufacture.
If market conditions in the future warrant a further change of our estimates of the useful lives or residual values of our containers, we may be required to again
recognize increased or decreased depreciation expense. A decrease in either the useful life or residual value of our containers would result in increased
depreciation expense and decreased net income (or increased net loss).
Impairment. In accordance with SFAS No. 144, we periodically evaluate our containers held for use to determine whether there has been any event that would
cause the book value of our containers to be impaired. Any such impairment would be expensed in our results of operations. Impairment exists when the future
undiscounted cash flows generated by an asset are less than the net book value of that asset. If impairment exists, the containers are written down to their fair
value. This fair value then becomes the containers’ new cost basis and is depreciated over their remaining useful life to their estimated residual values. Any
impairment charge would result in decreased net income or increased net loss.
Containers Held for Sale. We also evaluate all off-lease containers to determine whether the containers will be repaired and returned to service or sold based
upon what we estimate will be the best economic alternative. If we designate a container as held for sale, depreciation on the container ceases, and the
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container is reported at the lower of (1) its recorded value or (2) the amount we expect to receive upon sale (less the estimated cost to sell the container). Any
writedown of containers held for sale is reflected in our statement of income as an expense. If a larger number of containers are identified for sale or prices for
used containers drop, impairment charges for containers held for sale may increase which would result in decreased net income or increased net loss.
Goodwill
Goodwill represents the excess of the purchase price over the fair value of net assets acquired in a business combination accounted for using the purchase method.
Our goodwill resulted from the Interpool Transaction for which we have applied pushdown accounting and accounted for the repurchase of shares as a step
acquisition. Goodwill created as part of a purchase business combination is not amortized, but instead tested for impairment at least annually in accordance with
the provisions of SFAS No. 142. Management has determined that we comprise two reporting units, container leasing and container management, and has
allocated $14.5 million and $36.4 million of goodwill, respectively, to each segment. The allocation of the purchase price is based on the expected future cash
flow contribution of each segment and goodwill for each reporting unit was determined as the difference between the allocated purchase price and the fair value
of the net assets of each reporting unit. On October 1, 2006, intangible assets allocated to the container leasing and container management reporting units were
$2.6 million and $4.8 million, respectively. Intangible assets have been allocated either directly to the relevant unit or on the expected future cash flows
contribution of each segment.
Impairment of goodwill is tested at the reporting unit level annually or when an event or circumstance has occurred that would more likely than not reduce the
fair value of a reporting unit below its carrying amount. Factors that would suggest a possible impairment include, but are not limited to, material customer losses,
an adverse change in the business climate, an adverse action or assessment by a regulator, unanticipated competition or a loss in key personnel.
The impairment test is conducted by comparing the reporting unit’s carrying amount, including goodwill, to the fair value of the reporting unit. Management has
determined that we comprise two reporting units, container leasing and container management. We perform the annual goodwill impairment test using a
combination of the market and income approaches. If the carrying amount of a reporting unit exceeds its fair value, an indication of goodwill impairment exists
and a second step is performed to measure the amount of impairment loss, if any. In the application of the impairment testing, we are required to make estimates
of future operating trends and resulting cash flows and judgments on discount rates and other variables. Actual future results and other assumed variables could
differ from these estimates. If goodwill is impaired we will record an impairment charge resulting in a decrease in net income or an increase in net loss.
Allowance for Doubtful Accounts
Our allowance for doubtful accounts is reviewed regularly by our management and is based on the risk profile of the receivables, credit quality indicators such as
the level of past due amounts and non-performing accounts and economic conditions. Our credit committee meets regularly to assess performance of our
container lessees and to recommend actions to be taken in order to minimize credit risks. Changes in economic conditions or other events may necessitate
additions or deductions to the allowance for doubtful accounts. The allowance is intended to provide for losses inherent in the owned fleet’s accounts receivable,
and requires the application of estimates and judgments as to the outcome of collection efforts and the realization of collateral, among other things. If the financial
condition of our container lessees were to deteriorate, reducing their ability to make payments, additional allowances may be required, which would decrease our
net income or increase our net loss in the period of the adjustment. The credit risk on accounts receivable related to the containers we manage is the responsibility
of the container investors. Accordingly, we do not record an allowance for doubtful
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accounts related to those accounts receivable. Under our management agreements, if we are unable to ultimately collect any amount due from a managed
container lessee, the container investors are obligated to reimburse us for any amounts we have previously paid to them in advance of receiving the amount from
the container lessee.
Share-Based Payments
For the period up to December 31, 2005, we accounted for our cumulative redeemable convertible preferred stock issued under our Executive Management
Incentive Program in accordance with the provisions of Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees (“APB No. 25”).
We have accounted for our preferred stock, granted in exchange for a note receivable, to certain key employees under the Executive Management Incentive
Program as a stock option subject to variable accounting. Compensation expense, which has the effect of decreasing net income or increasing net loss, is
calculated as the excess of the fair value of our preferred stock over the exercise price at each reporting date until a measurement date occurs. Considerable
judgment is required to determine the fair value of our preferred stock as, to date, there has been no public market on which our preferred stock or common stock
trades. We estimate the fair value of our preferred stock by using a combination of the income and market approaches. In determining the fair value of the
preferred stock, we are required to make estimates of future operating trends and resulting cash flows and judgments on discount rates and other variables. If our
assessment of the fair value of our preferred stock were incorrect, our net income or net loss would be overstated or understated to the extent of our incorrect
assessment. We assessed the fair value of our preferred stock at October 1, 2006 based primarily upon the price paid for the shares we purchased from Interpool
on that date and taking into account the additional $77.5 million of debt incurred by us in connection with the Interpool Transaction. We reassessed the fair value
of our preferred stock at December 31, 2006 based upon the information available to us at that date, including our results of operations for the three months ended
December 31, 2006, our continuing high level of debt and our continuation as a privately held corporation as of that date. Based upon that information we
concluded that the fair value of our preferred stock at December 31, 2006 was consistent with its value as of October 1, 2006. In the three months ended
March 31, 2007, we filed with the Securities and Exchange Commission the registration statement for this offering and Mr. Ogawa negotiated and concluded a
sale of approximately 14.9% of our common stock, after giving effect to the conversion of our Series A cumulative redeemable convertible preferred stock into
common stock, to an entity affiliated with the Development Bank of Japan. In light of the initial indications of valuation provided to us by the underwriters prior
to the initial filing of the registration statement and the price paid to Mr. Ogawa for our common stock, we determined that the per share value of our preferred
stock at March 31, 2007 was equal to our assumed initial public offering price of $15.00, which is the mid-point of the initial public offering price range as set
forth on the cover of this prospectus.
Effective January 1, 2006, we adopted the provisions of SFAS No. 123(R), Share-Based Payment, and related interpretations (“SFAS No. 123(R)”), to account for
stock-based compensation using the modified prospective transition method and, therefore, have not restated our prior period results. SFAS No. 123(R)
supersedes APB No. 25 and revises guidance in SFAS No. 123, Accounting for Stock-Based Compensation. Among other things, SFAS No. 123(R) requires that
compensation expense be recognized in the financial statements for share-based awards based on the grant-date fair value of those awards. Our cumulative
redeemable convertible preferred stock issued under the Executive Management Incentive Program was issued in 1998 and had no vesting term. As such, there is
no compensation expense to be recognized for these shares upon adoption of SFAS No. 123(R). Our preferred stock will be converted prior to this offering. Prior
to the completion of this offering, we will adopt the 2007 Equity Incentive Plan described elsewhere in this prospectus. Pursuant to the plan we will issue stock
options, restricted shares or other equity awards, which will result in additional compensation expense. As described elsewhere in this prospectus, we intend to
grant options to purchase 546,120 shares
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and 36,876 shares subject to restricted stock grants concurrent with this offering. We have given effect to these grants in the unaudited pro forma financial
information included elsewhere herein. However, the stock-based compensation expense reflected in the unaudited pro forma financial information is an estimate
and may not be consistent with the expense we recognize for such restricted stock and stock option grants during the periods in which such expenses are actually
incurred. In addition, we may make additional grants in the future. We cannot estimate the amount of expense associated with any additional future grants at this
time.
Income Taxes
Deferred tax liabilities and assets are recognized for the expected future tax consequences of events that have been reflected in our consolidated financial
statements. Deferred tax liabilities and assets are determined based on the differences between the book values and the tax basis of particular assets and liabilities,
using tax rates in effect for the years in which the differences are expected to reverse. A valuation allowance is recorded to reduce our deferred tax assets to an
amount we determine is more likely than not to be realized, based on our analyses of past operating results, future reversals of existing taxable temporary
differences and projected taxable income. Our analyses of future taxable income are subject to a wide range of variables, many of which involve estimates.
Uncertainty regarding future events and changes in tax regulation could materially alter our valuation of deferred tax liabilities and assets. If we determine that we
would not be able to realize all or part of our deferred tax assets in the future, we would increase our valuation allowance and make a corresponding change to our
earnings in the period in which we make such determination. If we later determine that we are more likely than not to realize our deferred tax assets, we would
reverse the applicable portion of the previously provided valuation allowance.
In certain situations, a taxing authority may challenge positions adopted in our income tax filings. For transactions that we believe may be challenged, we may
apply a different tax treatment for financial reporting purposes. We regularly assess the tax positions for such transactions and include reserves for those
differences in position. The reserves are utilized or reversed once the statute of limitations has expired or the matter is otherwise resolved.
In June 2006, the FASB issued FASB Interpretation No. (“FIN”) 48, Accounting for Uncertainty in Income Taxes, which clarifies the accounting for uncertainty in
income taxes. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. FIN 48 requires that we recognize in our financial statements a tax uncertainty, if it is more likely than not that the
position will be sustained on audit, based on the technical merits of the position. FIN 48 also provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods and disclosure. On January 1, 2007, we adopted FIN 48. The implementation of FIN 48 neither resulted in additional tax
expense for the quarter ended March 31, 2007 nor did it result in a cumulative adjustment to retained earnings.
Recent Accounting Pronouncements
In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS No. 157”). This statement establishes a framework for measuring fair
value under GAAP, and expands disclosures about fair value measurements. This statement retains the exchange price notion in earlier definitions of fair value.
SFAS No. 157 clarifies that the exchange price is the price in an orderly transaction between market participants to sell an asset or transfer a liability in the market
in which the reporting entity would transact for the asset or liability, that is, the principal or most advantageous market for the asset or liability. The transaction to
sell the asset or transfer the liability is a hypothetical transaction at the measurement date, considered from the perspective of a market participant that holds the
asset or owes the liability. Therefore, the definition focuses on the price that would be received to sell the asset or paid
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to transfer the liability (an exit price), not the price that would be paid to acquire the asset or received to assume the liability (an entry price). SFAS No. 157 is
effective for financial statements issued for years beginning after November 15, 2007, and interim periods within those years with earlier application encouraged.
We do not expect the adoption of SFAS No. 157 to have a material effect on our consolidated financial position or results of operations.
In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities—Including an amendment of FASB
Statement No. 115 (“SFAS No. 159”). Under this pronouncement, companies may elect to measure many financial instruments and certain other items at fair
value. The objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in reporting earnings caused by measuring
related assets and liabilities differently without having to apply complex hedge accounting provisions. However, SFAS No. 159 specifically includes financial
assets and financial liabilities recognized under leases (as defined in SFAS No. 13, Accounting for Leases), as among those times not eligible for the fair value
measurement option except contingent obligations for cancelled leases and guarantees of third-party lease obligations. This statement is effective for fiscal years
that begin after November 15, 2007. We do not expect the adoption of SFAS No. 159 to have a material effect on our consolidated financial position or results of
operations.
Quantitative and Qualitative Disclosures About Market Risk
Market risk represents the risk of changes in value of a financial instrument, derivative or non-derivative, caused by fluctuations in foreign exchange rates and
interest rates. Changes in these factors could cause fluctuations in our results of operations and cash flows. We are exposed to the market risks described below.
Foreign Exchange Rate Risk. Although we have significant foreign-based operations, the U.S. dollar is our primary operating currency. Thus, substantially all
of our revenue and expenses in 2004, 2005 and 2006 were denominated in U.S. dollars. Foreign exchange fluctuations did not materially impact our financial
results in those periods.
Interest Rate Risk. The nature of our business exposes us to market risk arising from changes in interest rates to which our variable-rate debt is linked. During
2004, 2005 and 2006 we did not utilize interest rate swap agreements or other hedging agreements to manage the market risk associated with fluctuations in
interest rates.
As of March 31, 2007 the principal amount of debt outstanding under fixed-rate arrangements and variable-rate arrangements was $37.8 million and $118.5
million, respectively. A 1.0% increase or decrease in underlying interest rates will increase or decrease interest expense by approximately $1.2 million annually
assuming debt remains constant at March 31, 2007 levels.
Quantitative and Qualitative Disclosures About Credit Risk
We maintain detailed credit records about the container lessees for our total fleet. Our credit policy sets different maximum exposure limits for our container
lessees. Credit criteria may include, but are not limited to, container lessee trade route, country, social and political climate, assessments of net worth, asset
ownership, bank and trade credit references, credit bureau reports, including those from Dynamar, operational history and financial strength. We monitor
container lessees’ performance and lease exposures on an ongoing basis, and our credit management processes are aided by the long payment experience we have
with most of the container lessees for our total fleet and our broad network of long- standing relationships in the shipping industry that provide current
information about the container lessees for our total fleet. In managing this risk we also make an allowance for doubtful accounts. The allowance for doubtful
accounts is developed based on two key components: (1) specific reserves for receivables which are impaired for which management believes full collection is
doubtful; and
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(2) reserves for estimated losses inherent in the receivables based upon historical trends. The credit risk on accounts receivable related to the containers we
manage is the responsibility of the container investors. We hold back a percentage of lease payments relating to managed containers to be applied against future
lessee defaults. However we do not record an allowance for doubtful accounts related to those accounts receivable. Under our management agreements, if we are
unable to ultimately collect any amount due from a managed container lessee, the container investors are obligated to reimburse us for any amounts we have
previously paid to them in advance of receiving the amount from the container lessee. We typically pay container investors the amounts due to them under the
leases we manage within 60 days after invoicing lessees. Accordingly, we have credit risk exposure on amounts that we have paid to container investors in
advance of receiving the funds from the lessees. Although our container investors are obligated under the terms of our management agreements to reimburse us
for amounts advanced that are subsequently not collected from the managed container lessees, we bear the credit risk that one or more of our managed container
lessees will become insolvent or otherwise be unable to pay us the amounts due under the lease. We receive all funds from our managed container lessees directly
and if we determine that a payment due from a container lessee is not collectable we deduct that amount from future payments to the relevant container investors
to the extent that amount exceeds amounts we have previously held back. We monitor our managed fleet credit risk exposure to managed container lessees and
cease making payments to container investors with respect to containers leased to a lessee that we have determined is unlikely to make payment under the lease.
As of December 31, 2006, approximately 91.8% of accounts receivable for our total fleet and 87.9% of the finance lease receivables were from container lessees
outside of the United States. China, (including Hong Kong) and Korea accounted for 14.2% and 10.5%, respectively, of our total fleet container leasing revenue
for Adjusted 2006. No other countries accounted for greater than 10.0% of our total fleet container leasing revenue for the same period. Total fleet container
leasing revenue differs from our reported container rental revenue in that total fleet container leasing revenue comprises revenue earned from leases on containers
in our total fleet, including revenue earned by our investors from leases on containers in our managed fleet, while our reported container revenue only comprises
container leasing revenue associated with our owned fleet. We derive revenue with respect to container leasing revenue associated with our managed fleet from
management fees based upon the operating performance of the managed containers.
Revenue from our ten largest container lessees represented 57.7% of the revenue from our container leasing segment for Adjusted 2006, with revenue from our
single largest container lessee accounting for 13.8%, or $4.8 million, of revenue from our container leasing segment during such period.
An allowance of $1.0 million has been established against non-performing receivables as of December 31, 2006. For the year ended December 31, 2006,
receivable write-offs, net of recoveries, totaled $2.2 million.
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INDUSTRY
We operate in the worldwide intermodal freight container leasing industry. Intermodal freight containers, or containers, are large, standardized steel boxes used to
transport cargo by a number of means, including ship, truck and rail. Container shipping lines use containers as the primary means for packaging and transporting
freight internationally, generally from export-oriented economies in Asia to North America and Western Europe.
Containers are built in accordance with standard dimensions and weight specifications established by the International Standards Organization. The industrystandard measurement unit is the 20’ equivalent unit, or TEU, which compares the size of a container to a standard container 20’ in length. For example, a 20’
container is equivalent to one TEU and a 40’ container is equivalent to two TEUs. Containers are eight feet wide, come in lengths of 20’, 40’ or 45’ and are either
8’6” or 9’6” tall. The two principal types of containers are described as follows:
•

Dry van containers. A dry van container is constructed of steel sides, roof and end panel with a set of doors on the other end, a wooden floor
and a steel undercarriage. Dry van containers are the least expensive and most commonly used type of container. According to Containerisation
International, World Container Census 2006, dry van containers comprised approximately 89.2% of the worldwide container fleet, as measured
in TEUs, as of mid-2005. They are used to carry general cargo, such as manufactured component parts, consumer staples, electronics and
apparel.

•

Specialized containers. Specialized containers consist of open-top, flat-rack, refrigerated and tank containers. An open-top container is similar
in construction to a dry van container except that the roof is replaced with a tarpaulin supported by removable roof bows. A flat-rack container
is a heavily reinforced steel platform with a wood deck and steel end panels. Open-top and flat-rack containers are generally used to move heavy
or oversized cargo, such as marble slabs, building products or machinery. A refrigerated container has an integral refrigeration unit on one end
which plugs into an outside power source and is used to transport perishable goods. Tank containers are used to transport bulk products such as
chemicals, oils, and other liquids. According to Containerisation International, World Container Census 2006, specialized containers comprised
approximately 10.8% of the worldwide container fleet, as measured in TEUs, as of mid-2005.

Containers provide a secure and cost-effective method of transportation because they can be used in multiple modes of transportation, making it possible to move
cargo from a point of origin to a final destination without repeated unpacking and repacking. As a result, containers reduce transit time and freight and labor costs
as they permit faster loading and unloading of shipping vessels and more efficient utilization of transportation containers than traditional bulk shipping methods.
The protection provided by containers also reduces damage, loss and theft of cargo during shipment. While the useful economic life of containers varies based
upon the damage and normal wear and tear suffered by the container, we estimate that the useful economic life for a dry van container used in intermodal
transportation is 12.5 years.
Container shipping lines own and lease containers for their use. Containerisation International, Market Analysis: Container Leasing Market 2006, estimates that
as of mid-2006 transportation companies, including container shipping lines and freight forwarders, owned approximately 57.3% of the total worldwide container
fleet and container leasing companies owned approximately 42.7% of the total worldwide container fleet. Given the uncertainty and variability of export volumes
and the fact that container shipping lines have difficulty in accurately forecasting their container requirements at different ports, the availability of containers for
lease significantly reduces a shipping line’s need to purchase and maintain excess container inventory. In addition, container leases allow the container shipping
lines to
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adjust their container fleets both seasonally and over time and help to balance trade flows. The flexibility offered by container leasing helps container shipping
lines improve their overall container fleet management and provides the container shipping lines with an alternative source of financing.
Over the last 25 years, containerized trade has grown at a rate greater than that of worldwide economic growth. According to The Drewry Annual Container
Market Review and Forecast 2006/2007, worldwide containerized cargo volume grew each year from 1980 through 2005, attaining a compounded annual growth
rate of 9.8% during that period. Drewry estimates that 2006 container cargo volume grew 10.3% over the prior year. Drewry forecasts that cargo volume will
continue to grow at approximately 9.0% annually through 2011, as illustrated by the following chart:

We believe that this projected growth is due to several factors, including the continuing shift in global manufacturing capacity to lower labor cost regions such as
China and India, the continued integration of developing high-growth economies into global trade patterns, the continued conversion of cargo from bulk shipping
into container shipping and the growing liberalization and integration of world trade. Current trends in containerized shipbuilding also support expectations for
increased container demand. According to the Drewry report, current orders for container ships set to be delivered between 2006 and 2009 represent
approximately 4.2 million TEUs of shipping vessel capacity, or the equivalent of 48.4% of the existing container ship fleet. Given that we believe that container
shipping lines require two TEUs of available containers for every TEU of capacity on their container ships, we expect that container demand should remain
strong.
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BUSINESS
Overview
We are one of the world’s leading container leasing and management companies. We believe that our share of the worldwide leased container fleet, as measured
in TEUs, increased from approximately 4.3% as of mid-1998 to 6.3% as of mid-2006, representing the seventh largest fleet of leased containers in the world. We
operate our business through two segments: container leasing and container management. We purchase new containers, lease them to container shipping lines and
either retain them as part of our owned fleet or sell them, with the assistance of independent investment arrangers, to container investors for whom we then
provide management services. In operating our fleet, we lease, re-lease and dispose of containers and contract for the repair, repositioning and storage of
containers. As of March 31, 2007, our fleet comprised 684,000 TEUs, 74.7% of which represented our managed fleet and 25.3% of which represented our owned
fleet.
We were founded in 1989 by our Executive Chairman, Hiromitsu Ogawa, as a traditional container leasing company that leased containers owned by us to
container shipping lines. In 1998, we shifted our strategic focus from leasing containers owned by us to managing containers owned by container investors. Our
managed fleet, as measured in TEUs, increased at a compounded annual growth rate of 19.2% from December 31, 1998 to December 31, 2006 as compared to a
compounded annual growth rate of 11.3% for our total fleet, as measured in TEUs, during the same period. The following chart illustrates our increased focus on
managing containers for our container investors and our overall fleet growth.

The shift in our strategic focus to managing containers for container investors has enabled us to grow our total fleet while reducing our debt and operating lease
commitments. This has allowed us to realize a higher return on assets and equity than we believe would have been possible if our fleet had consisted entirely of
containers owned by us. We reduced our debt, capital lease obligations and equipment operating lease commitments from $189.5 million as of December 31,
2001 to $78.7 million as of September 30, 2006. On October 1, 2006, we repurchased 50.0% of our then-outstanding common stock from Interpool. In connection
with this repurchase of our common stock, we incurred $77.5 million of incremental indebtedness, which caused our debt, capital lease obligations and equipment
operating lease commitments to increase to $155.4 million as of December 31, 2006. We will use our net proceeds from this offering to repay this incremental
indebtedness. As a result of the repurchase of our common stock from Interpool, Mr. Ogawa’s ownership of our common stock increased from 50.0% to 100.0%.
In February 2007 Mr. Ogawa sold approximately 14.9% of our outstanding common stock,
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after giving effect to the conversion of our Series A cumulative redeemable convertible preferred stock into common stock, to an entity affiliated with the
Development Bank of Japan.
We lease our containers to lessees under long-term leases, short-term leases and finance leases. Long-term leases cover a specified number of containers that will
be on lease for a fixed period of time. Short-term leases provide lessees with the ability to lease containers either for a fixed term of less than one year or without
a fixed term on an as-needed basis, or with flexible pick-up and drop-off of containers at depots worldwide. Finance leases are long-term lease contracts that grant
the lessee the right to purchase the container at the end of the term for a nominal amount. For the three months ended March 31, 2007, 92.4% of our fleet, as
measured in TEUs, was on lease. As of March 31, 2007, 70.5% of our on-lease fleet was on long-term leases, 27.6% was on short-term leases and 1.9% was on
finance leases.
We manage containers under management agreements that cover portfolios of containers. Our management agreements typically have terms of eight to 12 years
and provide that we receive a management fee based upon the actual rental revenue for each container less the actual operating expenses directly attributable to
that container. We also receive fees for selling used containers on behalf of container investors. For the three months ended March 31, 2007, our container
management segment generated revenues of $6.3 million and income before income taxes of $3.8 million. For the year ended December 31, 2005, the nine
months ended September 30, 2006 and the three months ended December 31, 2006, our container management segment generated revenues of $21.1 million,
$16.9 million and $9.0 million, respectively, and income before income taxes of $13.9 million, $10.4 million and $6.4 million, respectively.
Our container leasing segment revenue comprises container rental revenue and finance lease income from our owned fleet, and our container management
segment revenue comprises gain on sale of container portfolios and management fee revenue for managing containers for container investors. For the three
months ended March 31, 2007, our container leasing segment generated revenues of $8.2 million and income before income taxes of $2.0 million. For the year
ended December 31, 2005, the nine months ended September 30, 2006 and the three months ended December 31, 2006, our container leasing segment generated
revenues of $40.4 million, $25.2 million and $9.7 million, respectively, and income before income taxes of $4.3 million, $5.8 million and $1.9 million,
respectively.
For the three months ended March 31, 2007, we generated total revenues of $14.5 million, EBITDA of $11.1 million, and net income of $3.6 million. For the year
ended December 31, 2005, the nine months ended September 30, 2006 and the three months ended December 31, 2006, we generated total revenues of $61.6
million, $42.1 million and $18.6 million, respectively, EBITDA of $39.0 million, $30.1 million and $14.7 million, respectively, and net income of $10.0 million,
$10.4 million and $5.2 million, respectively.
Our Strengths
We believe our strengths include the following:
Multiple Sources of Revenue. We have multiple sources of revenue, which primarily include container rental revenue, gain on sale of container portfolios and
management fee revenue. Our container rental revenue and management fee revenue are structured to provide us with stable revenue over longer periods of time
while our gain on sale of container portfolios has historically generated significant incremental revenue and facilitated growth in management fee revenue by
increasing the number of containers we manage for container investors. From January 1, 2002 through Adjusted 2006, our annual container rental revenue ranged
from $33.6 million to $45.9 million and our management fee revenue ranged from $4.9 million to $12.1 million. During this same period of time our gain on sale
of container portfolios ranged from $3.3 million to $13.8 million. By having multiple sources of revenue, we believe that we have
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been able to realize a higher return on assets and equity than would have been possible if our fleet had consisted entirely of containers owned by us. We believe it
is important to maintain a balance between the size of our owned fleet and our managed fleet to maintain our multiple sources of revenue.
High-Quality Asset Management Services. There are several container investors in Europe and Asia that focus on investing in containers and other shippingrelated assets. Demand for container investment is driven by steady cash flow from container leasing revenue as well as tax benefits to the container investors in
certain countries. We sell portfolios of leased containers to a number of container investors in Europe and Asia through various intermediaries. Following the sale,
we manage these portfolios on behalf of the container investors. We believe that container investors view us as one of the highest quality companies providing
container management services due to the quality of the container portfolios that we sell and the asset management services that we provide. We are one of a few
container management companies to enter into management services agreements with container investors in Japan, and we intend to expand our management
services for container investors in other Asian countries. From January 1, 2004 through March 31, 2007, we sold to European and Asian container investors
containers representing 211,000 TEUs for $363.4 million of gross proceeds.
Capital-efficient Third-party Fleet Management Operation. We have grown our managed fleet by selling portfolios of containers to container investors, most
of which are subject to lease at the time of sale. By selling these portfolios to container investors, we are able to free up capital more quickly than if we kept the
containers as part of our owned fleet. This enables us to deploy the capital for other uses. Our container management segment provides us with revenue at the
time of sale, long-term contractual management fees, as well as a sales fee earned when we sell used containers for container investors, all with very little longterm investment from us.
Long-Standing Container Lessee Relationships with Attractive Credit Characteristics. We currently lease containers to over 250 container lessees, including
many of the largest international container shipping lines. As of December 31, 2006, we had conducted business with our top 20 lessees, as measured in TEUs,
for an average of approximately 12 years. These lessees include 14 of the 20 largest international container shipping lines as of December 31, 2006 according to
an industry publication and represented 64.3% of our total fleet on lease, as measured in TEUs. These top 20 lessees had, as of December 31, 2006, a weightedaverage Dynamar credit rating of 2.4 on a rating scale of one through ten, with a one representing the strongest credit rating.
Experienced Management Team. We have significant experience in the container leasing industry. Our senior management team has worked together for a
significant period of time. Our six key officers have an average of approximately 15 years of experience in the container leasing industry. In addition, our
marketing, operations and underwriting personnel have developed long-term relationships with lessees that improve our access to continued opportunities with
leading container shipping lines.
Flexibility to Satisfy Changing Market Demands. Our operating expertise and financial flexibility enable us to meet the evolving requirements of lessees and
container investors. We have significant experience in structuring and selling to container investors portfolios of containers that we believe have attractive
investment returns. By selling these portfolios to container investors, we have been able to purchase a substantial number of new containers while at the same
time maintaining significant borrowing capacity under our senior secured credit facility. This has enabled us to choose when to purchase new containers based
upon our expectations of near-term market conditions and quickly respond to the changing demands of lessees for short- and long-term leases.
Proprietary, Real-time Information Technology System. We have developed a proprietary, real-time information technology system to assist us in managing
our container fleet. Our proprietary IT system tracks all of our containers individually by container number, provides design specifications for the
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containers, tracks on-lease and off-lease transactions, matches each on-lease container to a lease contract and each off-lease container to a depot contract,
maintains the major terms for each lease contract, tracks accumulated depreciation, calculates the monthly bill for each container lessee and tracks and bills for
container repairs. Our proprietary IT system has interfaces for our employees and accounting systems, enables depots to enter and update information in real-time
and allows lessees to access information about their leases and leased containers through the Internet. Our proprietary IT system has been essential to providing a
high level of customer service, and we believe it is scalable to satisfy our future growth without significant future capital expenditures.
Our Operations
Container Fleet Overview. The table below summarizes the composition of our fleet as of March 31, 2007 by the type of container:
Dry Van
Containers

Managed fleet in TEUs
Owned fleet in TEUs
Total

506,468
164,381
670,849

Percent of
Total Fleet

74.1%
24.0
98.1%

As of March 31, 2007
Specialized
Percent of
Containers
Total Fleet
(unaudited)

4,532
8,472
13,004

0.7%
1.2
1.9%

Total

511,000
172,853
683,853

Percent of
Total Fleet

74.7%
25.3
100.0%

Overview of Management Services. We lease, re-lease and dispose of containers and contract for the repair, repositioning and storage of our managed fleet. Our
management agreements typically provide that our fee for managing a particular container is based upon the actual net operating revenue for each container,
which is equal to actual rental revenue for a container less the actual operating expenses directly attributable to that container. Management fees are collected
monthly or quarterly, depending upon the agreement, and generally are not paid if net operating revenue is zero or less for a particular period. If operating
expenses exceed revenue, the container investors are required to pay the excess or we may deduct the excess, including our management fee, from future net
operating revenue. Under these agreements, we typically receive a commission for selling or otherwise disposing of containers for the container investor. Our
management agreements generally require us to indemnify the container investor for liabilities or losses arising out of our breach of our obligations. In return, the
container investor typically indemnifies us in our capacity as the manager of the container against breach by the container investor, sales taxes on commencement
of the arrangement, withholding taxes on payments to the container investor under the management agreement and any other taxes, other than our income taxes,
incurred with respect to the containers that are not otherwise included as operating expenses deductible from revenue. The term of our management agreements is
generally eight to 12 years from the acceptance date of containers under the agreement.
Marketing and Operations. Our marketing and operations personnel are responsible for developing and maintaining relationships with our lessees, facilitating
lease contracts and maintaining day-to-day coordination of operational issues. This coordination allows us to negotiate lease contracts that satisfy both our
financial return requirements and our lessees’ operating needs. It also facilitates our awareness of lessees’ potential container shortages and their awareness of our
available container inventories.
As of March 31, 2007, members of our marketing staff had an average of 18 years experience in the container leasing market. We believe that our long-standing
relationships with our lessees and the close communications we maintain with their operating staffs represent an important advantage for us. As of March 31,
2007, we employed 52 people within our marketing and operations group in eight countries. In addition, we have 11 independent agents in 11 other countries that
help support our marketing and operations group.
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Overview of Our Leases. The vast majority of our container leases are structured as long-term and short-term leases, although we also provide lessees with
finance leases. To meet the needs of our lessees and achieve a favorable utilization rate, we lease containers under three main types of leases:
•

Long-Term Leases. Our long-term leases specify the number of containers to be leased, the pick-up and drop-off locations, the applicable per
diem rate and the contractual term. We typically enter into long-term leases for a fixed term ranging from three to eight years, with five-year
term leases being most common. Our long-term leases generally require our lessees to maintain all units on lease for the duration of the lease,
which provides us with scheduled lease payments. Some of our long-term leases contain an early termination option and afford the lessee
continuing supply and total interchangeability of containers, with the ability to redeliver containers if the lessee’s fleet requirements change. Our
leases typically require the lessees to pay additional amounts pursuant to retroactive rate adjustments. These rate adjustments have not been
material to our results of operations. As of March 31, 2007, approximately 70.5% of our on-lease fleet, as measured in TEUs, was under longterm leases with an average remaining term of 30 months.

•

Short-Term Leases. Short-term leases include both master interchange leases and customized short-term leases. Master interchange leases
provide a master framework pursuant to which lessees can lease containers on an as-needed basis, and thus command a higher per diem rate
than long-term leases and more flexible terms. The terms of master interchange leases are typically negotiated on an annual basis. Under our
master interchange leases, lessees know in advance their per diem rates and drop-off locations, subject to monthly port limits. We also enter into
other short-term leases that typically have a term of less than one year and are generally used for one-way leasing, typically for small quantities
of containers. The terms of short-term leases are customized for the specific requirements of the lessee. Short-term leases are sometimes used to
reposition containers to high-demand locations and accordingly may contain terms that provide incentives to lessees. As of March 31, 2007,
approximately 27.6% of our on-lease fleet, as measured in TEUs, was under short-term leases.

•

Finance Leases. Finance leases provide our lessees with an alternative method to finance their container acquisitions. Finance leases are longterm in nature, typically ranging from three to five years, and require relatively little customer service attention. They ordinarily require fixed
payments over a defined period and provide lessees with a right to purchase the subject containers for a nominal amount at the end of the lease
term. Per diem rates under finance leases include an element of repayment of capital and, therefore, typically are higher than per diem rates
charged under long-term leases. Finance leases require the container lessee to keep the containers on lease for the entire term of the lease. As of
March 31, 2007, approximately 1.9% of our on-lease fleet, as measured in TEUs, was under finance leases with an average remaining term of
31 months.

•

Lease Agreements. Our lease agreements contain business terms, such as the per diem rate, term and drop-off schedule, and the general terms
and conditions detailing standard rights and obligations. The lease agreement requires lessees to pay the contractual per diem rate, depot
charges, taxes and other charges when due, to maintain the containers in good condition and repair, to return the containers in good condition in
accordance with the return condition set forth in the lease agreement, to use the containers in compliance with all applicable laws, and to pay us
for the value of the container as determined by the lease agreement if the container is lost or destroyed. The default clause in our lease
agreement gives us certain legal remedies in the event that a container lessee is in breach of the terms underlying the lease agreement.

Our lease agreements contain an exclusion of warranties clause and require lessees to defend and indemnify us in most instances from third-party claims arising
out of the lessee’s use, operation, possession or lease of the containers. Lessees are required to maintain physical damage and
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comprehensive general liability insurance and to indemnify us against loss with respect to the containers. We also maintain our own contingent physical damage
and third-party liability insurance that covers our containers during both on-lease and off-lease periods. All of our insurance coverage is subject to annual
deductible provisions and per occurrence and aggregate limits.
Underwriting. We lease to container shipping lines and other lessees that meet our credit criteria. Our credit approval process is rigorous and all of our
underwriting and credit decisions are controlled by our credit committee, which includes our chief executive officer, chief financial officer, and four other
members of our senior management. Our credit policy sets different maximum exposure limits depending on our relationship and previous experience with each
container lessee. Credit criteria may include, but are not limited to, trade route, country, social and political climate, assessments of net worth, asset ownership,
bank and trade credit references, credit bureau reports, including those from Dynamar, operational history and financial strength. Our credit committee monitors
our lessees’ performance and our lease exposures on an ongoing basis and generally reviews all accounts with receivables over 90 days past due. Our
underwriting processes are aided by the long payment experience we have with most of our lessees, our broad network of relationships in the shipping industry
that provide current information about our lessees’ market reputations and our focus on collections.
Other factors minimizing losses due to default by a lessee include our ability to achieve a high recovery rate for containers in default situations and our ability to
efficiently re-lease recovered containers. Many of our lessees call on ports that allow us to seize the lessees’ ships or their fuel stocked at depots or repossess our
containers if the container lessee is in default under our container leases. For 2003 through 2006, we have recovered on average approximately 97.6% of the
containers that were the subject of defaulted contracts. We typically incur operating expenses such as repairs and repositioning when containers are recovered
after a container lessee default. However, all recovery expenses are typically covered under physical damage insurance and we are reimbursed above our
deductible amount.
Re-leasing, Logistics Management and Depot Management. We believe that managing the period after termination of our containers’ first lease is one of the
most important aspects of our business. Successful management of this period requires disciplined re-leasing capabilities, logistics management and depot
management.
•

Re-leasing. Since our leases allow our lessees to return their containers, we typically lease a container several times during the time we
manage it as part of our fleet. New containers can usually be leased with a limited sales and customer service infrastructure because initial leases
for new containers typically cover large volumes of units and are fairly standardized transactions. Used containers, on the other hand, are
typically leased in smaller transactions that are structured to accommodate pick-ups and returns in a variety of locations. Our utilization rates
depend on our re-leasing abilities. Factors that affect our ability to re-lease used containers include the size of our lessee base, ability to
anticipate lessee needs, our presence in relevant geographic locations and the level of service we provide our lessees. We believe that our global
presence and long-standing relationships with over 250 container lessees provide us an advantage in re-leasing our containers relative to many
of our smaller competitors.

•

Logistics Management. The shipping industry is characterized by large regional trade imbalances, with loaded containers generally flowing
from export-oriented economies in Asia to North America and Western Europe. Because of these trade imbalances, container shipping lines
have an incentive to return leased containers in North America and Western Europe to avoid the cost of shipping empty containers. We have
managed this structural imbalance of inventories with the following approach:
—

Limiting or prohibiting container returns to low-demand areas. In order to minimize our repositioning costs, our leases typically include
a list of the specific locations to
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which containers may be returned, limitations on the number of containers that may be returned to low-demand locations, high drop-off
charges for returning containers to low-demand locations or a combination of these provisions;
—

—

•

Taking advantage of a robust secondary resale market when available. In order to maintain a younger fleet age profile, we have
aggressively sold our older containers. In 2005 and 2006, we sold containers representing approximately 31,000 and 41,000 TEUs,
respectively;
Developing country-specific leasing markets to utilize older containers in the portable storage market. In North America and Western
Europe, we have been successful in leasing older containers for use as portable storage. As of March 31, 2007, we had approximately
12,100 TEUs on operating leases and 2,000 TEUs on finance leases in the portable storage market;

—

Seeking one-way lease opportunities to move containers from lower demand locations to higher demand locations. One-way leases may
include incentives, such as free days, credits and damage waivers. The cost of offering these incentives is considerably less than the cost
we would incur if we paid to reposition the containers. As of March 31, 2007, approximately 17,400 TEUs were on lease under one-way
leases; and

—

Paying to reposition our containers to higher demand locations. At locations where our inventories remain high, despite the efforts
described above, we will selectively choose to ship excess containers to locations with higher demand. In 2005 and 2006 we repositioned
containers representing approximately 1,200 and 1,000 TEUs, respectively.

Depot Management. As of December 31, 2006, we managed our container fleet through 265 independent container depot facilities located in
47 countries. Depot facilities are generally responsible for repairing containers when they are returned by lessees and for storing the containers
while they are off-hire. Our operations group is responsible for managing our depot contracts and periodically visiting the depot facilities to
conduct inventory and repair audits. We also supplement our internal operations group with the use of independent inspection agents. As of
December 31, 2006, a large majority of our off-lease inventory was located at depots that are able to report notice of container activity and
damage detail via electronic data interchange, or EDI. We use the industry standard, ISO 9897 Container Equipment Data Exchange messages,
for EDI reporting.
Most of the depot agency agreements follow a standard form and generally provide that the depot will be liable for loss or damage of containers
and, in the event of loss or damage, will pay us the previously agreed loss value of the applicable containers. The agreements require the depots
to maintain insurance against container loss or damage and we carry insurance to cover the risk when a depot’s insurance proves insufficient.
Our container repair standards and processes are generally managed in accordance with standards and procedures specified by the Institute of
International Container Lessors, or the IICL. The IICL establishes and documents the acceptable interchange condition for containers and the
repair procedures required to return damaged containers to the acceptable interchange condition. At the time that containers are returned by
lessees, the depot arranges an inspection of the containers to assess the repairs required to return the containers to acceptable IICL condition. As
part of the inspection process, damages are categorized either as lessee damage or normal wear and tear. Items typically designated as lessee
damage include dents in the container and debris left in the container, while items such as rust are typically designated as normal wear and tear.
In general, lessees are responsible for the lease damage portion of the repair costs and we are responsible for normal wear and tear. For an
additional fee, we sometimes offer our lessees a container
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damage protection plan, pursuant to which we assume financial responsibility for repair costs up to a pre-negotiated amount.
Investors. We have historically sold portfolios of leased containers to investment entities located in Germany, Switzerland, Austria and Japan. Although we
have sold several portfolios containing large numbers of containers to an investment company in Switzerland, the investment entities that typically have
purchased containers from us are funds with many underlying investors. In Germany, these funds are frequently referred to as “KG Funds” although similar types
of funds exist in other countries. These funds are formed by investment arrangers who act as financial intermediaries between lessors of containers and other
shipping assets. We are contacted on a regular basis by independent investment arrangers who are interested in assisting us with arranging sales of container
portfolios. These independent investment arrangers will either seek out investments in these leased assets on behalf of an investment fund or a group of investors
or will work with us to identify an investor or group of investors to invest in a pool of these leased assets.
Customer Concentration. Our customers include container lessees and container investors to whom we have sold container portfolios and for whom we
manage containers.
•

Container Leasing Segment Concentration. Revenue from our ten largest container lessees represented 57.7% of the revenue from our
container leasing segment for the year ended December 31, 2006, on a pro forma, as adjusted basis, with revenue from our single largest
container lessee accounting for 13.8%, or $4.8 million, of revenue from our container leasing segment during such period. This $4.8 million of
revenue represented 7.9% of our total revenue for this period. The largest lessees of our owned fleet are often among the largest lessees of our
managed fleet. The largest lessees of our managed fleet are responsible for a significant portion of the billings that generate our management fee
revenue.

•

Container Management Segment Concentration. A substantial majority of our container management segment revenue is derived from
container investors associated with five different investment arrangers located in Germany, Switzerland, Austria and Japan. These arrangers are
typically in the business of identifying and organizing investors for a variety of investment vehicles and compete with other institutions in these
and other countries that perform similar functions. Container investors associated with five independent investment arrangers represented 95.6%
of our container management revenue for the year ended December 31, 2006 on a pro forma, as adjusted basis. Revenue from the largest of our
container investors, P&R Equipment and Finance Corp., represented 29.8%, or $7.7 million, of revenue from our container management
segment during the year ended December 31, 2006, on a pro forma, as adjusted basis. This $7.7 million of revenue represented 12.7% of our
total revenue for this period. We have managed containers for P&R Equipment and Finance Corp. on an arms-length contractual basis since
1993. The willingness of investment arrangers to continue to form entities that invest in containers will depend upon a number of factors outside
of our control, including the laws in the countries in which they are domiciled, the tax treatment of an investment or restrictions on foreign
investments. If a change in tax laws in any country or other conditions make investments in containers less attractive, we will need to identify
new container investors in other jurisdictions. If we are unable to identify new investors to offset decreases in demand, our gain on sale of
container portfolios will decrease almost immediately, and management fee revenues will decrease if existing management agreements that
terminate are not replaced by new management agreements.

Proprietary Real-time Information Technology System. Our proprietary real-time information technology system tracks all of our containers individually by
container number, provides design specifications for the containers, tracks on-lease and off-lease transactions, matches each on-lease container to a lease contract
and each off-lease container to a depot contract, maintains the major terms for each lease contract, tracks accumulated depreciation, calculates the monthly bill for
each container lessee and
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tracks and bills for container repairs. Most of our depot activity is reported electronically, which enables us to prepare container lessee bills and calculate financial
reporting information more efficiently.
In addition, our system allows our lessees to conduct business with us through the Internet. This allows our lessees to review our container inventories, monitor
their on-lease information, view design specifications and receive information on maintenance and repair. Many of our lessees receive billing and on- and offlease information from us electronically.
Our Suppliers. We purchase most of our containers in China from manufacturers that have met our qualification requirements. We are currently not dependent
on any single current manufacturer. We have long-standing relationships with all of our major container suppliers. Our technical services personnel review the
designs for our containers and periodically audit the production facilities of our suppliers. In addition, we contract with independent third-party inspectors to
monitor production at factories while our containers are being produced. This provides an extra layer of quality control and helps ensure that our containers are
produced in accordance with our specifications.
Our Competition
We compete primarily with other container leasing companies, including both larger and smaller lessors. We also compete with companies offering finance leases
and container shipping lines, which sometimes lease their excess container inventory. Other participants in the shipping industry, such as container manufacturers,
may also decide to enter the container leasing business. It is common for container shipping lines to utilize several leasing companies to meet their container
needs and to minimize reliance on individual leasing companies. According to Containerisation International, Market Analysis: Container Leasing Market 2006,
we compete as part of the top ten container leasing companies, which were estimated to account for approximately 84.3% of the TEUs available in the container
leasing market at mid-2006.
Our competitors compete with us in many ways, including pricing, lease flexibility, supply reliability, customer service and the quality and condition of
containers. Some of our competitors have greater financial resources than we do, or are affiliates of larger companies. We emphasize the quality of our fleet,
supply reliability and high level of customer service to our container lessees. We generally do not rely on aggressive pricing of our products and services. We
focus on ensuring adequate container availability in high-demand locations, dedicate large portions of our organization to building relationships with lessees,
maintain close day-to-day coordination with lessees and have developed a proprietary information technology system that allows our lessees to access real-time
information about their containers.
Environmental Matters
We are subject to federal, state, local and foreign laws and regulations relating to the protection of the environment, including those governing the discharge of
pollutants to air and water, the management and disposal of hazardous substances and wastes and the cleanup of contaminated sites. We could incur substantial
costs, including cleanup costs, fines and third-party claims for property or natural resource damage and personal injury, as a result of violations of or liabilities
under environmental laws and regulations in connection with our or our lessees’ current or historical operations. Under some environmental laws in the United
States and certain other countries, the owner or operator of a container may be liable for environmental damage, cleanup or other costs in the event of a spill or
discharge of material from the container without regard to the fault of the owner or operator. While we typically maintain liability insurance coverage and
typically require our lessees to provide us with indemnity against certain losses, the insurance coverage is subject to large deductibles, limits on maximum
coverage and significant exclusions and may not be sufficient or available to protect against any or all liabilities and such indemnities may not cover or be
sufficient to protect us against losses arising from environmental damage.
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Regulation
We may be subject to regulations promulgated in various countries, including the United States, seeking to protect the integrity of international commerce and
prevent the use of containers for international terrorism or other illicit activities. For example, the Container Security Initiative, the Customs-Trade Partnership
Against Terrorism and Operation Safe Commerce are among the programs administered by the U.S. Department of Homeland Security that are designed to
enhance security for cargo moving throughout the international transportation system by identifying existing vulnerabilities in the supply chain and developing
improved methods for ensuring the security of containerized cargo entering and leaving the United States. Moreover, the International Convention for Safe
Containers, 1972, as amended, adopted by the International Maritime Organization, applies to new and existing containers and seeks to maintain a high level of
safety of human life in the transport and handling of containers by providing uniform international safety regulations. As these regulations develop and change,
we may incur increased compliance costs due to the acquisition of new, compliant containers and/or the adaptation of existing containers to meet any new
requirements imposed by such regulations.
Properties
As of March 31, 2007, we operated our business in ten offices in eight countries, including the United States, Belgium, Hong Kong, Japan, Malaysia, Singapore,
Taiwan and the United Kingdom. We have two offices in the United States including our headquarters in San Francisco, California, and eight offices outside the
United States, all of which we lease.
Employees
As of March 31, 2007, we employed approximately 65 employees worldwide. We are not a party to any collective bargaining agreements. We believe that
relations with our employees are good.
Legal Proceedings
From time to time we may be a party to litigation matters or disputes arising in the ordinary course of business, including in connection with enforcing our rights
under our leases. Currently, we are not party to any legal proceedings which are material to our business, financial condition or results of operations.
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MANAGEMENT
The following table sets forth certain information regarding our current board of directors and key personnel who are responsible for overseeing the management
of our business (ages as of March 31, 2007):
Name

Hiromitsu Ogawa
Masaaki (John) Nishibori
Victor M. Garcia
Frederic M. Bauthier
Camille G. Cutino
Chung (Thomas) C. Phuong
Marvin Dennis
William W. Liebeck
Gary M. Sawka

Position

Age

66
62
39
53
48
41
69
51
60

Executive Chairman
President and Chief Executive Officer; Director
Senior Vice President and Chief Financial Officer
Senior Vice President, Marketing
Vice President, Operations
Vice President, Controller
Director
Director
Director

Hiromitsu Ogawa is our founder and Executive Chairman. From 1989 to November 2006, he served as our Chief Executive Officer. Prior to starting our
company in 1989, he was with Itel Containers for 12 years as Vice President of Marketing for Japan/Korea. Earlier in his career, he also held the positions of
Executive Managing Director of Heublein Japan Co. Ltd. He was also Sales Promotion Manager with Coca-Cola Japan Co. Ltd. Mr. Ogawa graduated from
Kyoto University of Foreign Studies with a B.A.
Masaaki (John) Nishibori has been our President and Chief Executive Officer since November 2006 and has served as a member of our board of directors since
1998. Mr. Nishibori was our Senior Vice President and Chief Financial Officer from 1993 to November 2006. From 1973 to 1993, Mr. Nishibori was a
commercial banker for The First National Bank of Boston. While with The First National Bank of Boston, Mr. Nishibori served as chief executive officer of Bank
of Boston, Italy, Boston Finanziaria, S.p.A and Boston Leasing Italia, S.p.A and later as Senior Credit Officer of the Specialized Finance Department. From 1970
to 1973, Mr. Nishibori was a management consultant at Arthur D. Little, Inc. Mr. Nishibori is a graduate of Hitotsubashi University and holds an M.B.A. from
Columbia University.
Victor M. Garcia has served as our Senior Vice President and Chief Financial Officer since November 2006. From July 1990 to October 31, 2006, he was
employed by Banc of America Securities where he was a Managing Director and senior banker in the Transportation Group within the Global Corporate and
Investment Bank. Mr. Garcia holds a B.S. from Babson College.
Frederic M. Bauthier has served as our Senior Vice President, Marketing since 1992. From 1980 to 1991, Mr. Bauthier was responsible for marketing activities
at Itel Containers. Mr. Bauthier holds a B.A. from University of Maryland and an M.B.A. from San Francisco State University.
Camille G. Cutino has served as our Vice President, Operations since 2000. From 1991 to 1999, Ms. Cutino was our Director of Operations. Ms. Cutino served as
an independent contractor to us from May 1991 to June 1992. From July 1986 to April 1991, Ms. Cutino was the Director of Operations for Itel Containers.
Ms. Cutino holds a B.S. from San Francisco State University.
Chung (Thomas) C. Phuong has served as our Vice President, Controller since 2000. From 1994 to 2000, Mr. Phuong served with us in various accounting
capacities. From 1989 to 1994, Mr. Phuong was a Senior Accountant for Telogy, Inc. Mr. Phuong holds a B.S. from San Francisco State University.
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Board of Directors
Our board of directors currently consists of two directors. Prior to the completion of this offering we will add the following three additional non-employee
directors to our board of directors.
Marvin Dennis currently serves as the President of Dennis & Company, a financial consulting company he founded in 1996. From 1974 to 1996, Mr. Dennis
served as Chief Financial Officer of Trans Ocean Ltd., a maritime container lessor company he co-founded. He currently serves on the board of directors of
AlarmPoint Systems Inc., a software provider. Mr. Dennis holds a B.S. from the University of Illinois, a J.D. from DePaul University and an M.B.A. from
Harvard University.
William W. Liebeck has managed a personal private equity and public stock portfolio since 2005. From the periods 1988 to 1995 and 1997 to 2005, Mr. Liebeck
was a partner at two private equity firms, Equivest Partners and Thoma Cressey Equity Partners, respectively. He also serves on the board of directors at LECG,
an expert services firm. Mr. Liebeck holds a B.A. from the University of California at Berkeley and an M.B.A. from Stanford University.
Gary M. Sawka has worked as a financial consultant for several Nasdaq-listed companies since 2002. From 2000 to 2001, he served as Executive Vice President
and Chief Financial Officer of ePlanning Securities, Inc. During the period from 1984 to 2000, Mr. Sawka served as Vice President and Chief Financial Officer of
TVIA, Inc., PrimeSource Corporation and Itel Containers. Mr. Sawka holds a B.S. in Accounting from the University of Southern California and an M.B.A. from
Harvard University.
Board of Directors Compensation
We did not pay compensation to any of our directors in 2006. In 2007, we will pay each of our non-employee directors an annual cash retainer of $25,000. In
addition to the retainer, we will pay our non-employee directors $2,000 for each meeting of our board of directors they attend, $1,500 for each audit committee
meeting they attend and $1,000 for each compensation committee meeting and nominating and corporate governance committee meeting they attend. Annual
retainers will be paid to the chairperson of each committee of the board of directors as follows: $12,000 to the audit committee chairperson, and $8,000 to each of
the compensation committee chairperson and the nominating and corporate governance committee chairperson. Upon joining our board of directors, each nonemployee director will receive non-qualified stock options to purchase 12,500 shares of our common stock. Options granted in connection with this offering will
vest in full on the one-year anniversary of the effective date of this offering. On the one-year anniversary of the effectiveness of this offering, we will grant the
non-employee directors who join our board of directors upon the completion of this offering an additional non-qualified stock option to purchase 7,500 shares of
our common stock. These options will vest in full on the one-year anniversary of their grant date.
Board of Directors Committees
Our board of directors has the authority to appoint committees to perform certain management and administrative functions. Our board of directors has
established the following committees:
Audit Committee. The functions of the audit committee include oversight of the integrity of our financial statements, our compliance with legal and regulatory
requirements, the performance, qualifications and independence of our independent auditors. Our audit committee is directly responsible, subject to stockholder
ratification, for the appointment, retention, compensation, evaluation, termination and oversight of the work of any independent auditor engaged for the purpose
of issuing an audit report or related work. The purpose and responsibilities of our audit committee are set forth in the Audit Committee Charter approved by our
board of directors on January 31, 2007.
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Upon completion of this offering, Marvin Dennis, William Liebeck and Gary Sawka will serve on our audit committee and will qualify as “independent,” as such
term is defined in Rule 10A-3(b)(1)(ii) under the Exchange Act and in accordance with the rules of the New York Stock Exchange.
Compensation Committee. The compensation committee has overall responsibility for evaluating and approving our executive officer incentive compensation,
benefit, severance, equity-based or other compensation plans, policies and programs. The compensation committee will also be responsible for producing an
annual report on executive compensation for inclusion in our proxy statement. The purpose and responsibilities of our compensation committee are set forth in the
Compensation Committee Charter approved by our board of directors on January 31, 2007. Upon completion of this offering, Marvin Dennis, William Liebeck
and Gary Sawka will serve on our compensation committee and will qualify as “independent,” as determined in accordance with the rules of the New York Stock
Exchange.
Corporate Governance and Nominating Committee. The corporate governance and nominating committee will assist our board of directors in promoting our
best interests and the best interests of our stockholders through the implementation of sound corporate governance principles and practices. In furtherance of this
purpose, the corporate governance and nominating committee will identify individuals qualified to become directors and recommend to our board of directors the
director nominees for the next annual meeting of stockholders. It will also review the qualifications and independence of the members of our board of directors
and its various committees on a regular basis and make any recommendations the committee members may deem appropriate from time to time concerning any
recommended changes in the composition of our board of directors and its committees. The corporate governance and nominating committee will also
recommend to our board of directors the corporate governance guidelines and standards regarding the independence of outside directors applicable to our
company and review such guidelines and standards and the provisions of the Corporate Governance and Nominating Committee Charter on a regular basis to
confirm that such guidelines, standards and charter remain consistent with sound corporate governance practices and with any legal or regulatory requirements of
the New York Stock Exchange. The corporate governance and nominating committee will also monitor our board of directors and our compliance with any
commitments made to our regulators or otherwise regarding changes in corporate governance practices and lead our board of directors in its annual review of our
board of directors’ performance.
The purpose and responsibilities of our governance and nominating committee are set forth in the Corporate Governance and Nominating Committee Charter
approved by our board of directors on January 31, 2007. Upon completion of this offering, Marvin Dennis, William Liebeck and Gary Sawka will serve on our
corporate governance and nominating committee and will qualify as “independent,” as determined in accordance with the rules of the New York Stock Exchange.
Our board of directors may establish other committees from time to time to facilitate the management of our business and affairs.
Code of Conduct and Ethics
We have adopted a Code of Business Conduct and Ethics that applies to all directors and employees, including our principal executive, financial and accounting
officers. The Code of Business Conduct and Ethics will be posted on our Web site at www.caiintl.com prior to the completion of this offering. We intend to satisfy
the requirements under Item 5.05 of Form 8-K regarding disclosure of amendments to, or waivers from, provisions of our Code of Business Conduct and Ethics
by posting such information on our Web site.
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Limitation of Liability and Indemnification
Our certificate of incorporation limits the personal liability of our board members for breaches by them of their fiduciary duties to the extent permitted by
Delaware law. Our bylaws also require us to indemnify our directors and officers to the fullest extent permitted by Delaware law. Delaware law provides that
directors of a corporation will not be personally liable for monetary damages for breach of their fiduciary duties as directors, except:
•

any breach of their duty of loyalty to us or our stockholders;

•

acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law;

•

unlawful payments of dividends or unlawful stock repurchases, redemptions or other distributions; and

•

any transaction from which the director derived an improper personal benefit.

Such limitation of liability may not apply to liabilities arising under the federal securities laws and does not affect the availability of equitable remedies such as
injunctive relief or rescission. In addition and in accordance with Delaware law, our bylaws also permit us to secure insurance on behalf of any officer, director,
employee or other agent for any liability arising out of his or her actions in such capacity, regardless of whether indemnification would be permitted under
Delaware law. We currently maintain liability insurance for our directors and officers.
We have entered into agreements to indemnify our directors and executive officers, in addition to the indemnification provided for in our certificate of
incorporation and bylaws. These agreements, among other things, provide for indemnification of our directors and executive officers for certain expenses
(including attorneys’ fees), judgments, fines and settlement amounts incurred by any such person in any action or proceeding, including any action by or in the
right of us, arising out of such person’s services as a director or executive officer of ours, any subsidiary of ours or any other company or enterprise to which the
person provided services at our request. We believe that these provisions and agreements are necessary to attract and retain qualified persons as directors and
executive officers.
Corporate Governance
We believe that we are in compliance with all applicable federal and state securities laws and regulations and that we will comply with all New York Stock
Exchange corporate governance and listing requirements within the time period prescribed by the rules of the New York Stock Exchange. In the interim, we will
rely on transition periods available to companies in conjunction with their initial public offering.
Compensation Committee Interlocks and Insider Participation
No executive officer currently serves, or in the past has served, on the compensation committee or the board of directors of any other company of which any of
the members of our compensation committee or any of our directors is an executive officer. Prior to this offering we did not have a compensation committee.
Hiromitsu Ogawa and Masaaki (John) Nishibori have participated in the deliberations of the board of directors concerning the determination of executive officer
compensation.
Compensation Discussion and Analysis
Compensation for our executive officers is designed to attract and retain highly qualified individuals to serve in key executive roles and to provide incentives to
these individuals that are aligned with our short- and long-term business strategies.
General. Prior to this offering, we were a closely held corporation with a small number of stockholders. Our Executive Chairman and Chief Executive Officer
comprised our entire board of directors. Prior to this offering, we did not have a compensation committee.
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We have not retained compensation consultants to review our compensation policies or procedures. Historically, our Chief Executive Officer, in consultation with
our board of directors, has set the compensation of our executive officers. As a result of our corporate structure and the informal nature of our compensation
process, compensation for our executive officers has not always been determined with a view to achieving specific goals or as a result of a detailed, objectivesbased process. Generally, we have sought to provide compensation packages to our executive officers that are fair and competitive.
Elements of Compensation. During 2006, the principal elements of our executive officers’ compensation were base salaries and cash bonuses. For 2007, we
expect to compensate certain executive officers with equity awards as well. We provide cash bonuses to our executive officers to encourage and reward the
achievement of certain goals of our company or a certain department. We intend to grant equity awards to our executive officers in order to provide overall
compensation packages that are competitive with other public companies and to align management incentives with our stockholders’ interests.
Base Salary. We set the base salary of each of our executive officers at a level we believe compensates these individuals adequately for the work they are
expected to perform in their respective positions. We also consider the base salaries paid to similarly positioned executives by companies we believe are
comparable to us, including TAL International Group, Inc., Cronos Group and Interpool.
In 2006, the base salaries of Messrs. Ogawa and Nishibori increased from $505,648 to $525,874, or 4.0%, and from $424,216 to $441,185, or 4.0%, respectively.
Until November 1, 2006, we had employment arrangements with Messrs. Ogawa and Nishibori that established their initial base salaries and provided that their
respective base salaries would increase by at least 4.0% annually. Effective November 1, 2006, we and Mr. Ogawa entered into a new employment agreement that
establishes an initial base salary and provides that his base salary will increase at least 4.0% annually.
Effective November 1, 2006, we and Mr. Nishibori entered into a new employment agreement that establishes his initial base salary and provides that, as long as
the convertible subordinated note held by Interpool is outstanding, his base salary will increase 4.0% annually. After the Interpool note is repaid, Mr. Nishibori’s
employment agreement provides that his base salary will immediately increase to $500,000 and that his base salary will increase at least 4.0% annually thereafter.
We intend to repay the Interpool note using proceeds from this offering.
Our employment agreement with Victor Garcia, our Senior Vice President and Chief Financial Officer, establishes his initial base salary and provides that,
beginning on November 1, 2007, his base salary will increase by at least 4.0% annually.
We do not have employment agreements with Frederic Bauthier or Camille Cutino, who have worked for us since 1991 and 2000, respectively. In 2006, the base
salaries for Mr. Bauthier and Ms. Cutino increased from $237,744 to $273,400, or 15.0%, and from $119,757 to $129,936, or 8.5%, respectively. The increases in
these base salaries reflect a 5.0% increase in base salaries provided to most of our employees in 2006, plus additional increases based on a review of the base
salaries paid by publicly traded companies in our industry, including TAL International Group, Inc., Cronos Group and Interpool. We determined that
Mr. Bauthier’s and Ms. Cutino’s base salaries did not reflect market rates for similar positions at these companies and increased their base salaries accordingly.
Cash Bonuses. We provide cash bonuses to each of our executive officers to reward the achievement of certain qualitative and quantitative goals of our
company or a certain department.
The cash bonuses to executive officers other than Messrs. Ogawa and Nishibori are discretionary. Our board of directors allocates a general pool for all cash
bonuses, except for the bonuses to Messrs. Ogawa and Nishibori. From this bonus pool, our Chief Executive Officer then determines the cash bonuses to be
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paid to each executive officer and the department heads. The Chief Executive Officer also allocates a portion of the bonus pool to be distributed by each
department head, in consultation with the Chief Executive Officer, to certain non-executive employees in each department.
When setting the discretionary cash bonuses for our executive officers, the Chief Executive Officer considers several factors, including the overall performance of
our company, the individual executive’s role in our performance and the achievement of specific goals set for the individual executive by our Chief Executive
Officer. The amount of cash bonus for Frederic Bauthier, our Senior Vice President of Marketing, is also determined based on our container leasing activities,
sales of containers and total revenue. Pursuant to his employment agreement, Mr. Garcia’s discretionary cash bonus also will be based in part on our company’s
achievement of certain earnings goals. Discretionary cash bonuses are paid twice each fiscal year and are based on the performance for the previous six-month
period. The discretionary cash bonuses paid to executives for performance during 2006 were $87,919 for Mr. Bauthier and $23,525 for Ms. Cutino.
Pursuant to Mr. Ogawa’s employment arrangement, in 2006 Mr. Ogawa was entitled to receive a cash bonus if we achieved 70.0% or more of our budgeted pretax
profit for 2006. We have chosen pretax profit as our measure of performance because we believe it is a meaningful indicator of our company’s overall
performance. Our budgeted pretax profit is determined each year by our board of directors and the pretax profits achieved are as reflected in our audited financial
statements. Mr. Ogawa received a cash bonus of $251,000 based on the pretax profits achieved for the year.
Under Mr. Nishibori’s new employment agreement, as long as the convertible subordinated note held by Interpool is outstanding, Mr. Nishibori received a cash
bonus of $176,474 based on our pretax profit for the year, and after the Interpool note is repaid Mr. Nishibori will be entitled to receive between 10.0% and
100.0% of his base salary, depending on our pretax profit for the year.
In addition to being eligible for discretionary cash bonuses, Mr. Garcia’s employment agreement provides that upon completion of this offering, Mr. Garcia will
receive a cash bonus of up to $100,000 on November 1, 2007 and on each of the following three anniversaries of that date, so long as he remains employed by us
on such dates.
Stock Options and Equity Awards. We have not made any equity awards to any of our employees, directors or other service providers since 1998. In 2007, our
board of directors and our stockholders approved the 2007 Equity Incentive Plan (“Plan”) and reserved 721,980 shares of our common stock for issuance under
the Plan. In connection with this offering, we intend to make restricted stock grants consisting of an aggregate of 36,876 shares of our common stock under the
Plan to certain of our employees, other than Messrs. Ogawa, Nishibori, Garcia and Bauthier. These stock grants will be subject to vesting over three years. In
addition, we intend to issue stock options exercisable for up to an aggregate of 508,620 shares of our common stock upon the determination of the initial public
offering price for our common stock by the underwriters as set forth below:
Name

Number of Options

Masaaki (John) Nishibori(1)(2)
Victor M. Garcia(1)(2)
Frederic M. Bauthier(1)
(1)

259,980
130,200
118,440

Options will vest and become exercisable at the rate of 25.0% on the one-year anniversary of the vesting commencement date and an additional 1/48th of the
original grant amount each month

footnotes continued on following page
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(2)

thereafter and will have an exercise price equal to the initial public offering price as set forth on the cover of this prospectus.
If, in anticipation of, or within 12 months of, a change in control, Messrs. Nishibori or Garcia is terminated without “cause” or terminates his employment for
“good reason,” his stock options will become fully vested and exercisable.

We do not currently intend to grant Mr. Ogawa an equity incentive award in 2007.
Severance and Change in Control Payments. In the event of termination of the executive’s employment without “cause” or as a result of the executive’s death
or disability or in the event of termination of employment by the executive for “good reason,” each of Messrs. Ogawa, Nishibori and Garcia is entitled to receive
the following severance payments:
•

an amount equal to the greater of: (1) one year of base salary; or (2) base salary for the remainder of the term of the executive’s employment
agreement as of the date of termination;

•

except in the case of death, continued health, dental, life and disability insurance for a period of one year after termination (including
dependents if dependents were covered prior to termination); and

•

if termination occurs more than one month after the end of the prior fiscal year, a pro-rated cash bonus based on the number of days of
employment during the fiscal year in which termination occurs.

If, in anticipation of or within 12 months of a change in control, Messrs. Nishibori or Garcia is terminated without “cause” or terminates his employment for
“good reason,” his stock options will become fully vested and exercisable. These arrangements are intended to attract and retain qualified executive officers who
could obtain similar positions at other companies.
Historically, we have not considered tax or accounting factors in determining compensation for our executive officers. However, each of Messrs. Ogawa’s,
Nishibori’s and Garcia’s employment agreements provides that if he becomes entitled to receive or if he receives any payments that would be characterized as
“excess parachute payments” within the meaning of Section 280G of the Internal Revenue Code, the payments will be reduced to the highest amount that may be
paid to these executive officers without having any portion of any payment treated as an “excess parachute payment,” but only if the effect of the reduction is that
the executive officer would receive a greater amount of payments, as determined on an after-tax basis. If, on an after-tax basis, the payments Messrs. Ogawa’s,
Nishibori or Garcia would receive would be greater without any reduction, then these payments will not be reduced.
Other Benefits. Executive officers are eligible to participate in all our employee benefit plans, such as medical, dental, vision, group life, disability and our
401(k), in each case on the same basis as other employees. In addition, we pay for additional life insurance polices for certain of our executive officers. We also
pay golf membership fees for certain of our executive officers and provided a car to Mr. Ogawa until June 2006. We also provide vacation and other paid holidays
to all employees, including our executive officers.
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Executive Compensation
The following table provides information concerning compensation for services rendered to us in all capacities for the year ended December 31, 2006 by
our current and former Chief Executive Officers, our current and former Chief Financial Officers and two other highly compensated executive officers whose
total compensation exceeded $100,000 in 2006 (our “Named Executive Officers”).

Name and Principal Position

Ogawa(1)

Hiromitsu
Former Chief Executive Officer
Masaaki (John) Nishibori(3)
President and Chief Executive Officer
Victor M. Garcia(5)
Senior Vice President and Chief Financial Officer
Frederic M. Bauthier
Senior Vice President, Marketing
Camille Cutino
Vice President, Operations
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)

Year

Salary

Bonus

2006

$ 515,761

2006

432,701

2006

50,000

120,000

2006

255,501

2006

124,847

$

—

Non-Equity
Incentive Plan
Compensation

All Other
Compensation

$

$

Total

53,910(2)

$ 820,701

29,069(4)

638,244

—

3,930(6)

173,930

73,060

—

11,031(7)

339,592

13,535

—

6,719(8)

145,101

—

251,000
176,474

Mr. Ogawa resigned as Chief Executive Officer and became our Executive Chairman on November 1, 2006.
Includes $28,970 of life insurance premiums, as well as car and gasoline expenses, monthly golf club dues, parking expenses and 401(k) matching.
Mr. Nishibori served as Senior Vice President, Chief Financial Officer until November 1, 2006 and became President and Chief Executive Officer on
November 1, 2006.
Includes $12,505 of life insurance premiums, as well as monthly golf club dues, parking expenses and 401(k) matching.
Mr. Garcia became Senior Vice President and Chief Financial Officer on November 1, 2006. The amount of salary shown in the table for Mr. Garcia reflects
the portion of 2006 during which he served as an executive officer. For a description of his 2007 compensation, see “Employment Agreements.”
Includes housing reimbursements.
Includes life insurance premiums, parking expenses and 401(k) matching.
Includes life insurance premiums, parking expenses and 401(k) matching.

Grants of Non-Equity Incentive Plan Awards Table for Fiscal Year 2006
The following table provides information regarding grants of awards under non-equity incentive plans to our Named Executive Officers during the year ended
December 31, 2006. No other Named Executive Officers participated in non-equity incentive plans.
Estimated Future Payouts Under
Non-Equity Incentive Plan Awards
Threshold
Target
Maximum

Name

Hiromitsu Ogawa
Masaaki (John) Nishibori

$ 52,587
44,119
98

$ 210,350
176,474

$ 525,874
176,474
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Hiromitsu Ogawa. We entered into an employment agreement with Mr. Ogawa effective November 1, 2006 in connection with his position as our Executive
Chairman. The employment agreement is for a term of two years from the effective date of this offering, unless the agreement is terminated earlier for death,
disability, company insolvency, “cause” or by Mr. Ogawa for “good reason.” In addition, Mr. Ogawa may terminate the agreement with 30 days’ notice anytime
after the one-year anniversary of the effective date of this offering. Mr. Ogawa’s annual base salary rate from July 1, 2006 to June 30, 2007 is $525,874 and his
annual base salary rate will be increased by 4.0% on July 1 of each subsequent year that his employment agreement is in effect, beginning on July 1, 2007.
As set forth in the table below, Mr. Ogawa is entitled to receive non-equity incentive plan compensation if we achieve certain percentages of our budgeted pretax
profit in a specific fiscal year.
Bonus
(as a Percentage
of Base Salary)

Percent of Budgeted Pretax Profit
Achieved

less than 70%
70
80
90
100
110
120
130
140
150
160 and above

0%
10
20
30
40
50
60
70
80
90
100

In 2006, Mr. Ogawa was entitled to receive a non-equity incentive plan payment of $525,874. However, Mr. Ogawa has voluntarily elected to forego $274,874 of
this amount.
Following the effectiveness of this offering, Mr. Ogawa will no longer be eligible to receive non-equity plan compensation. Our board of directors will determine,
in its discretion, any cash bonuses to be paid to Mr. Ogawa following the completion of this offering.
Masaaki (John) Nishibori. We entered into an employment agreement with Mr. Nishibori effective November 1, 2006 in connection with his position as our
President and Chief Executive Officer. The employment agreement is effective until October 31, 2008 and automatically renews for additional two-year periods,
unless the agreement is terminated earlier by us for death, disability, company insolvency or “cause,” by Mr. Nishibori for “good reason” or by either party with at
least 90 days written notice prior to the end of the term. As long as the convertible subordinated note held by Interpool is outstanding, Mr. Nishibori’s annual base
salary from November 1, 2006 to June 30, 2007 is $441,185 and his annual base salary will be increased by 4.0% on July 1 of each subsequent year that his
employment agreement is in effect, beginning on July 1, 2007. If the note held by Interpool is repaid, Mr. Nishibori’s annual base salary shall immediately
increase to $500,000 and his annual base salary will be increased by at least 4.0% on January 1 of each subsequent year that his employment agreement is in
effect, beginning on January 1, 2008.
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As set forth in the table below, as long as the convertible subordinated note held by Interpool is outstanding, Mr. Nishibori will be entitled to receive a cash bonus
if we achieve certain percentages of our budgeted pretax profit in a specific fiscal year as set forth in the following table.
Bonus
(as a Percentage
of Base Salary)

Percent of Budgeted Pretax
Profit Achieved

less than 70%
70
80
90
100 and above

0%
10
20
30
40

We intend to repay the Interpool note with proceeds from this offering. When the Interpool note has been repaid, Mr. Nishibori will be entitled to receive a cash
bonus if we achieve certain percentages of our budgeted pretax profit in a specific fiscal year as set forth in the following table.
Bonus
(as a Percentage
of Base Salary)

Percent of Budgeted Pretax
Profit Achieved

less than 70%
70
80
90
100
110
120
130
140
150
160 and above

0%
10
20
30
40
50
60
70
80
90
100

Victor M. Garcia. We entered into an employment agreement with Mr. Garcia effective November 1, 2006 in connection with his position as our Senior Vice
President and Chief Financial Officer. The employment agreement is effective until October 31, 2009 and automatically renews for additional two-year periods,
unless the agreement is terminated earlier by us for death, disability, company insolvency or “cause,” by Mr. Garcia for “good reason” or by either party with at
least 90 days written notice prior to the end of the term. Mr. Garcia’s annual base salary from November 1, 2006 to October 31, 2007 is $300,000 and his annual
base salary will be increased by at least 4.0% on November 1 of each subsequent year that his employment agreement is in effect, beginning on November 1,
2007.
In addition to being eligible for discretionary cash bonuses, Mr. Garcia’s employment agreement provides that upon completion of this offering, Mr. Garcia will
receive a cash bonus of up to $100,000 on November 1, 2007 and on each of the following three anniversaries of that date, so long as he remains employed by us
on such dates.
Mr. Garcia may become entitled to an annual cash bonus of up to 40.0% of his base salary. This bonus is tied, in part, to the achievement of our annual earnings
goals. We also reimburse Mr. Garcia for the premiums he pays for a $600,000 life insurance policy and will reimburse him for up to $35,000 in relocation
expenses. In connection with Mr. Garcia’s relocation to California, we paid for one month of his housing in the San Francisco area.
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Severance and Change In Control Arrangements. The following table describes the potential payments upon termination of Mr. Ogawa without “cause” or for
“good reason” assuming the triggering event occurred on December 29, 2006 (the last business day of fiscal 2006).

Compensation:
Base salary
Non-equity incentive plan compensation
Benefits:
COBRA premiums
Life and disability insurance
Accrued vacation pay
Total(5)
(1)
(2)
(3)
(4)
(5)

Voluntary Termination,
Termination for Cause
or Insolvency

Involuntary (Without
Cause) or Good
Reason Termination

$

$

$

—
—
—
—
40,452
40,452

$

964,102(1)
525,874(2)
17,732(3)
30,418(4)
40,452
1,578,578

Death

Disability

$ 964,102(1)
525,874(2)

$ 964,102(1)
525,874(2)

—
—
40,452
$1,530,428

17,732(3)
30,418(4)
40,452
$1,578,578

Lump-sum payment made within 30 days of termination equal to the greater of one year of base salary or the base salary for the remaining term of
Mr. Ogawa’s employment agreement.
Lump-sum payment equal to the sum of a pro rata portion of Mr. Ogawa’s estimated non-equity incentive plan compensation earned in 2006 (based on the 363
days worked by Mr. Ogawa during 2006).
Represents estimated COBRA and dental premiums to be paid by us on behalf of Mr. Ogawa for a period of 12 months after termination.
Represents estimated life and disability insurance premiums to be paid by us on behalf of Mr. Ogawa for a period of 12 months after termination.
If Mr. Ogawa becomes entitled to receive or receives any payments that would be characterized as “excess parachute payments” within the meaning of
Section 280G of the Internal Revenue Code, the payments will be reduced to the highest amount that may be paid to Mr. Ogawa without having any portion of
any payment treated as an “excess parachute payment,” but only if the effect of the reduction is that Mr. Ogawa would receive a greater amount of payments,
as determined on an after-tax basis. If, on an after-tax basis, the payments Mr. Ogawa would receive would be greater without any reduction, then no reduction
will apply.
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The following table describes the potential payments upon termination of Mr. Nishibori without “cause” or for “good reason” assuming the triggering event
occurred on December 29, 2006 (the last business day of fiscal 2006).

Compensation:
Base salary
Non-equity incentive plan compensation
Benefits:
COBRA premiums
Life and disability insurance
Accrued vacation pay
Total(5)
(1)
(2)
(3)
(4)
(5)

Voluntary Termination,
Termination for Cause
or Insolvency

Involuntary (Without
Cause) or Good
Reason Termination

$

$

$

—
—
—
—
30,544
30,544

$

808,839(1)
176,474(2)
13,664(3)
14,026(4)
30,544
1,043,547

Death

Disability

$ 808,839(1)
176,474(2)

$ 808,839(1)
176,474(2)

—
—
30,544
$1,015,857

13,664(3)
14,026(4)
30,544
$1,043,547

Lump-sum payment made within 30 days of termination equal to the greater of one year of base salary or the base salary for the remaining term of
Mr. Nishibori’s employment agreement.
Lump-sum payment equal to the sum of a pro rata portion of Mr. Nishibori’s estimated non-equity incentive plan compensation earned in 2006 (based on the
363 days worked by Mr. Nishibori during 2006).
Represents estimated COBRA and dental premiums to be paid by us on behalf of Mr. Nishibori for a period of 12 months after termination.
Represents estimated life and disability insurance premiums to be paid by us on behalf of Mr. Nishibori for a period of 12 months after termination.
If Mr. Nishibori becomes entitled to receive or receives any payments that would be characterized as “excess parachute payments” within the meaning of
Section 280G of the Internal Revenue Code, the payments will be reduced to the highest amount that may be paid to Mr. Nishibori without having any portion
of any payment treated as an “excess parachute payment,” but only if the effect of the reduction is that Mr. Nishibori would receive a greater amount of
payments, as determined on an after-tax basis. If, on an after-tax basis, the payments Mr. Nishibori would receive would be greater without any reduction, then
no reduction will apply.

In addition to the severance payments listed above, if Mr. Nishibori is terminated without “cause” or he terminates his employment for “good reason” in
connection with a change in control, his stock options will become fully vested and exercisable.
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The following table describes the potential payments upon termination of Mr. Garcia without “cause” or for “good reason” assuming the triggering event occurred
on December 29, 2006 (the last business day of fiscal 2006).

Compensation:
Base salary
Bonus
Benefits:
COBRA premiums
Life and disability insurance
Accrued vacation pay
Total(5)
(1)
(2)
(3)
(4)
(5)

Voluntary Termination,
Termination for Cause
or Insolvency

Involuntary (Without
Cause) or Good
Reason Termination

$

$

$

—
—
—
—
3,846
3,846

$

Death

Disability

850,000(1)
120,000(2)

$850,000(1)
120,000(2)

$850,000(1)
120,000(2)

14,377(3)
1,868(4)
3,846
990,091

—
—
3,846
$973,846

14,377(3)
1,868(4)
3,846
$990,091

Lump-sum payment made within 30 days of termination equal to the greater of one year of base salary or the base salary for the remaining term of
Mr. Garcia’s employment agreement.
Lump-sum payment equal to the sum of a pro rata portion of Mr. Garcia’s estimated target annual discretionary cash bonus earned in 2006 (based on the 58
days worked by Mr. Garcia during 2006).
Represents estimated COBRA and dental premiums to be paid by us on behalf of Mr. Garcia for a period of 12 months after termination.
Represents estimated life and disability insurance premiums to be paid by us on behalf of Mr. Garcia for a period of 12 months after termination.
If Mr. Garcia becomes entitled to receive or receives any payments that would be characterized as “excess parachute payments” within the meaning of
Section 280G of the Internal Revenue Code, the payments will be reduced to the highest amount that may be paid to Mr. Garcia without having any portion of
any payment treated as an “excess parachute payment,” but only if the effect of the reduction is that Mr. Garcia would receive a greater amount of payments,
as determined on an after-tax basis. If, on an after-tax basis, the payments Mr. Garcia would receive would be greater without any reduction, then no reduction
will apply.

In addition to the severance payments listed above, if Mr. Garcia is terminated without “cause” or he terminates his employment for “good reason” in connection
with a change in control, his stock options will become fully vested and exercisable.
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CERTAIN RELATIONSHIPS AND RELATED-PARTY TRANSACTIONS
Relationship with Interpool
Interpool, one of the world’s leading suppliers of equipment and services to the transportation industry, acquired 50.0% of our common stock in April 1998. At
the time of the acquisition, we and Interpool entered into various commercial arrangements and during the period from 1998 through September 30, 2006, the
companies conducted joint operational and marketing activities. In addition, in connection with certain loans made by Interpool to us, we agreed that Interpool
could appoint a majority of the members of our board of directors. We also issued to Interpool a warrant to purchase our common stock. For the period from
June 27, 2002 through September 30, 2006, Interpool included us as a consolidated subsidiary in their financial statements.
During the third quarter of 2005, our Executive Chairman, Hiromitsu Ogawa, exercised his contractual right under the Shareholders Agreement dated April 29,
1998 among Interpool, Mr. Ogawa and us (the “Shareholders Agreement”) to request an independent valuation of us. Our board of directors engaged Piper Jaffray
to perform this valuation, which was completed in the fourth quarter of 2005. Subsequently, Interpool advised Mr. Ogawa that it had decided not to exercise its
right under the Shareholders Agreement to make an offer to acquire Mr. Ogawa’s 50.0% common equity interest in us for an amount equal to his percentage
interest in the fair value of us as determined by the valuation.
On October 1, 2006, we purchased all of Interpool’s shares of our common stock for total consideration of $77.5 million, consisting of $40.0 million of cash and
the issuance by us to Interpool of a convertible subordinated secured promissory note in the principal amount of $37.5 million. The note will mature in October
2010 and bears interest at a rate of 7.87%, increasing by 1.0% every six months, with no cap, until the note is paid in full. If the note remains outstanding after
two years, or earlier if it is not fully repaid in connection with any initial public offering by us, Interpool may convert it into shares of our common stock
representing a substantial minority equity position in us. Interpool would also be entitled to certain registration rights, rights to certain information, representation
on our board of directors and rights to participate in future equity offerings if the note becomes convertible. We intend to repay the note in full with our net
proceeds from this offering.
In connection with the repurchase from Interpool of our common stock, all of the directors appointed by Interpool to our board of directors resigned, the
Shareholders Agreement terminated, the warrant terminated, we repaid the loan Interpool had originally made to us in 1998 and the joint administrative and
marketing activities between our companies ceased. We and Interpool concurrently entered into a new non-exclusive long-term management agreement pursuant
to which Interpool has the option, subject to certain conditions, to use us as manager for shipping containers in Interpool’s fleet that have been returned by
container shipping lines following termination of a long-term lease, in return for payment of a management fee. This management agreement has a term (during
which Interpool may tender containers for management by us) that will end no earlier than October 1, 2011, but is subject to extension unless either we or
Interpool affirmatively terminate the extensions by written notice. Interpool’s right to tender containers to us for management is subject to the equipment meeting
certain age, physical condition and other eligibility criteria. Under this new management agreement, Interpool will continue to have the right to sell groups of
containers to investors and to use us as submanager of these containers on the same terms. If we agree to manage containers for any other owner under
comparable terms, but with compensation to us less than specified amounts, our management fee and sales fee under this agreement will be reduced to the lower
compensation levels. We currently do not manage any containers at rates that would cause the management fee and sales fee to be reduced pursuant to this
provision. At December 31, 2006, we managed approximately 26,000 TEUs for Interpool. We also act as manager for containers that Interpool sold to a Swiss
investor group under the terms of a management agreement which expires in 2016.
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Loans to Certain Members of Management
On June 12, 1998, we loaned approximately $531,000 to Masaaki (John) Nishibori, our President and Chief Executive Officer, and approximately $88,000 to
Frederic Bauthier, our Senior Vice President, Marketing, in connection with their exercise of options to purchase shares of our preferred stock pursuant to
nonqualified stock options dated as of May 15, 1998. Each of their loans is secured by a pledge of shares of our Series A cumulative redeemable convertible
preferred stock held by them. Interest on each loan is payable annually at a rate of 10.5% per annum. Payment in full of amounts due under each of these loans is
due upon, among other events, a redemption of preferred stock or an initial public offering of our common stock. Mr. Nishibori and Mr. Bauthier intend to repay
their loans in full immediately prior to the completion of this offering.
Employment Agreements
We have entered into an employment agreement with Mr. Ogawa, our Executive Chairman, Mr. Nishibori, our President and Chief Executive Officer and Victor
Garcia, our Senior Vice President and Chief Financial Officer, as described in “Management—Compensation Discussion and Analysis.”
Sale of Common Stock to DBJ Value Up Fund
On February 16, 2007, our Executive Chairman, Hiromitsu Ogawa, sold 1,691,760 shares of our common stock to DBJ Value Up Fund (“DBJ”), an affiliate of the
Development Bank of Japan, representing approximately 14.9% beneficial ownership in us after giving effect to the conversion of our outstanding Series A
cumulative redeemable convertible preferred stock. DBJ agreed to pay Mr. Ogawa up to $26.9 million, consisting of a $20.9 million initial payment and,
depending on the final valuation of this offering, a deferred payment of up to $6.0 million. At certain valuations, there could be no deferred payment. This
transaction was based on a customary discount for a block sale and for the illiquidity of the common stock. In connection with this sale, we entered into a Stock
Purchase Agreement, an Amended and Restated Registration Rights Agreement and Voting Agreement with Mr. Ogawa and DBJ. See “Description of Capital
Stock—Registration Rights” and “Description of Capital Stock—Voting Agreement” for more information regarding these agreements.
Registration Rights Agreement with Mr. Ogawa and DBJ
On February 16, 2007 we entered into an Amended and Restated Registration Rights Agreement with Mr. Ogawa and DBJ. For a description of this agreement
see “Description of Capital Stock—Registration Rights.”
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PRINCIPAL STOCKHOLDERS
The following table sets forth the beneficial ownership of our common stock as of March 31, 2007 and after giving effect to the completion of this offering
(assuming no exercise of the underwriters’ over-allotment option):
•

each person (or group of affiliated persons) known to us to beneficially own more than 5% of our common stock;

•

each Named Executive Officer; and

•

all of our directors and executive officers as a group.

As of March 31, 2007, there were 10,584,000 outstanding shares of our common stock.
The number of shares beneficially owned by each stockholder is determined under Rule 13d-3 as promulgated under the Securities Exchange Act of 1934, as
amended, and generally includes shares over which a holder has voting or investment power. The information does not necessarily indicate beneficial ownership
for any other purpose. Under SEC rules, the number of shares of common stock deemed outstanding includes shares issuable upon conversion or exercise of other
securities, to the extent such securities may be converted or exercised by the respective person or group within 60 days after March 31, 2007. For purposes of
calculating each person’s or group’s percentage ownership, shares of common stock issuable within 60 days after March 31, 2007 are included as outstanding and
beneficially owned for that person or group but are not treated as outstanding for the purpose of computing the percentage ownership of any other person or
group. For purposes of the table below we have assumed the conversion of all outstanding shares of Series A cumulative redeemable convertible preferred stock
into 724,920 shares of common stock, which will occur immediately prior to the completion of this offering.
Number of
Shares
Beneficially
Owned

Name of Beneficial Owner(1)

Hiromitsu Ogawa(3)
DBJ Value Up Fund(4)
1-9-1 Otemachi, Chiyoda-ku, Tokyo
100-0004 Japan
Masaaki (John) Nishibori(5)(6)
Victor M. Garcia(6)
Frederic M. Bauthier(5)(6)
Camille G. Cutino(7)
Marvin Dennis(8)
William W. Liebeck(8)
Gary M. Sawka(8)
All directors and executive officers as a group(2)(7)

Percentage of
Shares Beneficially Owned
Before
After This
This
Offering
Offering(2)

8,892,240
1,691,760

78.63%
14.96

51.97%
9.89

556,920
—
168,000
—
—
—
—
9,617,160

4.92
—
1.49
—
—
—
—
85.04%

3.26
—
*
—
—
—
—
56.21%

* Less than 1%.
(1) Unless otherwise specified, the address for the persons named in the table is c/o CAI International, Inc., One Embarcadero Center, Suite 2101, San Francisco,
California, 94111.
(2) Assumes no exercise of the underwriters’ over-allotment option. If the over-allotment option is exercised in full our directors and executive officers as a group
will beneficially own 9,617,160 shares of common stock, representing 53.5% of the common stock outstanding.
footnotes continued on following page
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(3)

(4)
(5)
(6)
(7)
(8)

Mr. Ogawa beneficially owns 4,776,240 shares of our common stock in his own name. An additional 2,859,108 shares are held by the Ogawa Family Trust
dated 7/06/98, of which Mr. Ogawa and his wife are co-trustees. An additional 1,256,892 shares are held by the Ogawa Family Limited Partnership.
Mr. Ogawa is the trustee of the Ogawa Family Trust, which is the general partner of the Ogawa Family Limited Partnership.
DBJ Value Up Fund is an affiliate of the Development Bank of Japan.
Reflects shares of our common stock that will be issued upon the conversion of our Series A cumulative redeemable convertible preferred stock immediately
prior to the completion of this offering.
In connection with the offering we intend to grant Messrs. Nishibori, Garcia and Bauthier options to purchase 259,980, 130,200 and 118,440 shares,
respectively.
Excludes 1,320 restricted shares that will be granted in conjunction with this offering.
Upon joining our Board of Directors, which will occur immediately prior to this offering, each of Messrs. Dennis, Liebeck and Sawka will receive an option to
purchase 12,500 shares.
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DESCRIPTION OF CAPITAL STOCK
Immediately following the consummation of this offering, our authorized capital stock will consist of 84,000,000 shares of common stock, $0.001 par value per
share, and 5,000,000 shares of preferred stock, $0.001 par value per share. The following summary of some of the terms relating to our common stock, preferred
stock, certificate of incorporation and bylaws is not complete and may not contain all the information you should consider before investing in our common stock.
You should read carefully our certificate of incorporation and bylaws to be effective upon completion of this offering, which are included as exhibits to the
registration statement of which this prospectus is a part.
Common Stock
The holders of common stock are entitled to one vote per share on all matters to be voted on by the common stockholders. The holders of our common stock are
not entitled to cumulative voting in the election of our directors, which means that the holders of a majority of the outstanding shares of our common stock will be
entitled to elect all of the directors standing for election. Subject to preferences of any outstanding shares of preferred stock, the holders of common stock are
entitled to receive ratably any dividends our board of directors may declare out of funds legally available for the payment of dividends. If we are liquidated,
dissolved or wound up, the holders of common stock are entitled to share pro rata all assets remaining after payment of or provision for our liabilities and
liquidation preferences of any outstanding shares of preferred stock. Holders of common stock have no preemptive rights or rights to convert their common stock
into any other securities. There are no redemption or sinking fund provisions applicable to the common stock. All outstanding shares of common stock are fully
paid and nonassessable, and the shares of common stock to be issued in this offering will be fully paid and nonassessable. As of March 31, 2007 we had
10,584,000 shares of common stock outstanding. Upon completion of this offering, we will have 17,145,796 shares of common stock outstanding, including
36,876 shares of restricted stock that we intend to grant upon the pricing of this offering.
Preferred Stock
Immediately prior to the completion of this offering, our outstanding shares of Series A cumulative redeemable convertible preferred stock will be converted into
724,920 shares of common stock. Thereafter, pursuant to our certificate of incorporation, the board of directors will have the authority, without further action by
the stockholders, to issue up to 5,000,000 shares of preferred stock from time to time in one or more series. The board of directors also has the authority to fix the
designations, voting powers, preferences, privileges and relative rights and the limitations of any series of preferred stock, including dividend rights, conversion
rights, voting rights, terms of redemption and liquidation preferences, any or all of which may be greater than the rights of the common stock. The board of
directors, without stockholder approval, can issue preferred stock with voting, conversion or other rights that could adversely affect the voting power and other
rights of the holders of common stock. Preferred stock could thus be issued quickly with terms that could delay or prevent a change of control of us or make
removal of management more difficult. Additionally, the issuance of preferred stock may decrease the market price of the common stock and may adversely
affect the voting, economic and other rights of the holders of common stock. We have no plans at this time to issue any preferred stock.
Anti-Takeover Effects of Certain Provisions of our Certificate of Incorporation, Bylaws and Delaware Law
Provisions of our certificate of incorporation, our bylaws and Delaware law could have the effect of delaying or preventing a third party from acquiring us, even if
the acquisition would benefit our stockholders. These provisions may delay, defer or prevent a tender offer or takeover attempt of our company that a stockholder
might consider in his or her best interest, including those attempts that might result in a premium over the market price for the shares held by our stockholders.
These provisions are intended to enhance the likelihood of continuity and stability in the composition of our board of directors and in the policies formulated by
the board of directors and to discourage types of
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transactions that may involve our actual or threatened change of control. These provisions are designed to reduce our vulnerability to an unsolicited proposal for a
takeover that does not contemplate the acquisition of all of our outstanding shares, or an unsolicited proposal for the restructuring or sale of all or part of us.
Authorized but Unissued Shares of Common Stock and Preferred Stock. Our authorized but unissued shares of common stock and preferred stock are
available for our board of directors to issue without stockholder approval. As noted above, our board of directors, without stockholder approval, has the authority
under our certificate of incorporation to issue preferred stock with rights superior to the rights of the holders of common stock. As a result, preferred stock could
be issued quickly and easily, could adversely affect the rights of holders of common stock and could be issued with terms calculated to delay or prevent a change
of control or make removal of management more difficult. We may use the additional authorized shares of common or preferred stock for a variety of corporate
purposes, including future public offerings to raise additional capital, corporate acquisitions and employee benefit plans. The existence of our authorized but
unissued shares of common stock and preferred stock could render more difficult or discourage an attempt to obtain control of our company by means of a proxy
contest, tender offer, merger or other transaction.
Classified Board of Directors; Election and Removal of Directors. Our certificate of incorporation provides for the division of our board of directors into three
classes, as nearly as equal in number as possible, with the directors in each class serving for three-year terms, and one class being elected each year by our
stockholders. In addition, our directors are removable only for cause by the holders of not less than a majority of the shares entitled to vote at the election of
directors. Furthermore, any vacancies on the board of directors may be filled only by the affirmative vote of a majority of the directors then in office and only the
board of directors may increase the size of the board of directors. Because this system of electing, appointing and removing directors generally makes it more
difficult for stockholders to replace a majority of the board of directors, it may discourage a third party from making a tender offer or otherwise attempting to gain
control of us and may maintain the incumbency of the board of directors.
Stockholder Action; Special Meetings of Stockholders. Our certificate of incorporation eliminates the ability of stockholders to act by written consent. Our
bylaws provide that special meetings of our stockholders may be called only by the Chairman of the board of directors or by a majority of our board of directors.
Advance Notice Requirements for Stockholders Proposals and Director Nominations. Our bylaws provide that stockholders seeking to bring business before
an annual meeting of stockholders, or to nominate candidates for election as directors at an annual meeting of stockholders, must provide us with timely written
notice of their proposal. Our bylaws also specify requirements as to the form and content of a stockholder’s notice. These provisions may preclude stockholders
from bringing matters before an annual meeting of stockholders or from making nominations for directors at an annual meeting of stockholders.
Amendment of Bylaws. Our directors are expressly authorized to amend our bylaws.
Delaware Anti-Takeover Statute. We are subject to the provisions of Section 203 of the Delaware General Corporation Law, an anti-takeover law. Subject to
exceptions, the statute prohibits a publicly held Delaware corporation from engaging in a “business combination” with an “interested stockholder” for a period of
three years after the date of the transaction in which the person became an interested stockholder, unless:
•

prior to such date, the board of directors of the corporation approved either the business combination or the transaction which resulted in the
stockholder becoming an interested stockholder;
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•

upon consummation of the transaction which resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at
least 85% of the voting stock of the corporation outstanding at the time the transaction commenced, excluding for purposes of determining the
number of shares outstanding, those shares owned: (1) by persons who are directors and also officers; and (2) by employee stock plans in which
employee participants do not have the right to determine confidentially whether shares held subject to the plan will be tendered in a tender or
exchange offer; or

•

on or after such date, the business combination is approved by the board of directors and authorized at an annual or special meeting of
stockholders and not by written consent, by the affirmative vote of at least 66 2/3% of the outstanding voting stock which is not owned by the
interested stockholder.

For purposes of Section 203, a “business combination” includes a merger, asset sale or other transaction resulting in a financial benefit to the interested
stockholder, with an “interested stockholder” being defined as a person who, together with affiliates and associates, owns, or within three years prior to the date of
determination whether the person is an “interested stockholder,” did own, 15% or more of the corporation’s voting stock.
Registration Rights
We have entered into an Amended and Restated Registration Rights Agreement with Mr. Ogawa and DBJ Value Up Fund. Pursuant to this Registration Rights
Agreement, Mr. Ogawa and DBJ Value Up Fund have certain demand registration rights with respect to shares of our common stock. At any time starting 180
days after the date of this offering, subject to certain exceptions, each of Mr. Ogawa and DBJ Value Up Fund may request that we file a registration statement
under the Securities Act covering their shares, if the anticipated aggregate offering price is at least $5.0 million (net of underwriting discounts and commissions).
Mr. Ogawa and DBJ Value Up Fund will be entitled to request no more than three demand registrations.
Also pursuant to the Registration Rights Agreement, Mr. Ogawa and DBJ Value Up Fund will have certain “piggyback” registration rights with respect to shares
of our common stock. Accordingly, if we propose to register any of our common stock under the Securities Act we are required to notify Mr. Ogawa and DBJ
Value Up Fund and to include in such registration all the shares of common stock requested to be included by them, subject to certain limitations. Under the terms
of the Registration Rights Agreement, we are generally obligated to pay all the expenses associated with any demand or “piggyback” registrations.
Pre-emptive Rights
Under Delaware law, a stockholder is not entitled to pre-emptive rights to subscribe for additional issuances of common stock or any other class of series of
common stock or any security convertible into such stock in proportion to the shares that are owned unless there is a provision of the contrary in the certificate of
incorporation. Our certificate of incorporation does not provide that our stockholders are entitled to pre-emptive rights.
Transfer Agent and Registrar
The transfer agent and registrar for the common stock is Computershare Shareholder Services, Inc. Its address is 250 Royall Street, Canton, Massachusetts 02021.
New York Stock Exchange Listing
Our common stock has been approved for listing on the New York Stock Exchange under the symbol “CAP.”
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SHARES ELIGIBLE FOR FUTURE SALE
Before this offering, there has not been any public market for our common stock, and we cannot predict the effect, if any, that market sales by our existing
stockholders of shares of common stock or the availability of shares of common stock for sale will have on the market price of the common stock. Nevertheless,
sales by our existing stockholders of substantial amounts of common stock in the public market, or the perception that such sales could occur, could adversely
affect the market price of our common stock and could impair our future ability to raise capital through the sale of equity securities.
Upon completion of this offering, we will have a total of 17,145,796 shares of common stock outstanding, including 36,876 shares of restricted stock that we
intend to grant upon the pricing of this offering. All shares sold in this offering will be freely tradable without restriction or further registration under the
Securities Act, except for any shares which may be held or acquired by our “affiliates,” as that term is defined in Rule 144 promulgated under the Securities Act,
which shares will be subject to the volume limitations and other restrictions of Rule 144 described below. The remaining shares of common stock outstanding will
be deemed “restricted securities” as defined under Rule 144. Restricted securities may be sold in the public market only in a transaction registered under the
Securities Act or pursuant to an exemption from such registration, including, among others, the exemptions provided by Rules 144, 144(k) and 701 promulgated
under the Securities Act, summarized below.
Under the lock-up agreements described below and the provisions of Rules 144, 144(k) and 701, assuming that the underwriters do not exercise their overallotment option, additional shares will be available for sale in the public market as follows:
Maximum
Number of
Shares

0
0
11,345,796

Date

After the date of this prospectus
After 90 days from the date of this prospectus (subject to volume limitations and contractual vesting schedules)
After 180 days from the date of this prospectus (subject to volume limitations and contractual vesting schedules)

Lock-up Agreements
We and each of our directors, executive officers and each of our stockholders have agreed to certain restrictions on our ability to sell additional shares of our
common stock for a period ending 180 days after the date of this prospectus, subject to extension as described below. We have agreed not to directly or indirectly
offer for sale, sell, contract to sell, grant any option for the sale of, or otherwise issue or dispose of, any shares of common stock, options or warrants to acquire
shares of common stock, or any related security or instrument, without the prior written consent of Piper Jaffray on behalf of the underwriters. The agreements
provide exceptions for sales to underwriters pursuant to the purchase agreement and other exceptions as described under “Underwriting.”
The lock-up period described in the preceding paragraph will be extended if: (1) during the last 17 days of the lock-up period we issue an earnings release or
material news or a material event relating to us occurs; or (2) prior to the expiration of the lock-up period, we announce that we will release earnings results
during the 16-day period beginning on the last day of the lock-up period, in which case the restrictions described in the preceding paragraph will continue to
apply until the expiration of the 18-day period beginning on the date of issuance of the earnings release or the occurrence of the material news or material event.
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Rule 144
In general, under Rule 144 as currently in effect, a person who has beneficially owned restricted shares for at least one year, including a person who may be
deemed to be our “affiliate,” is entitled to sell within any three-month period a number of shares that does not exceed the greater of:
•

1.0% of the number of shares of common stock then outstanding, which will equal about 171,458 shares immediately after this offering; or

•

the average weekly trading volume of our common stock on the New York Stock Exchange during the four calendar weeks before a notice of
the sale on Form 144 is filed with the SEC.

Sales under Rule 144 are also subject to certain manner of sale provisions and notice requirements and to the availability of certain public information about us.
Rule 144(k)
Under Rule 144(k), a person who is not deemed to have been one of our “affiliates” at any time during the 90 days preceding a sale, and who has beneficially
owned the shares proposed to be sold for at least two years, including the holding period of any prior owner except an “affiliate,” is entitled to sell these shares
without complying with the manner of sale, public information, volume limitation or notice provisions of Rule 144.
Rule 701
Shares of our common stock issued in reliance on Rule 701, such as those shares acquired pursuant to options or other equity awards granted under our stock
plans or other compensatory arrangements, are also restricted and, beginning 90 days after the effective date of this prospectus, may be sold by stockholders other
than our affiliates subject only to the manner of sale provisions of Rule 144 and by affiliates under Rule 144 without compliance with its one-year holding
requirement.
Registration Rights
Following this offering and, in some cases, the expiration of the lock-up period described above, Mr. Ogawa and DBJ Value Up Fund will have demand
registration rights with respect to their shares of common stock that will enable them to require us to register their shares of common stock under the Securities
Act and they will also have rights to participate in any of our future registrations of securities by us. See “Description of Capital Stock—Registration Rights” for
more information regarding these registration rights.
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U.S. FEDERAL TAX CONSEQUENCES FOR NON-U.S. HOLDERS
This section describes the material U.S. federal income and estate tax consequences to you of the ownership and disposition of shares of our common stock if you
are a non-U.S. holder. When we refer to a non-U.S. holder, we mean a beneficial owner of our common stock that, for U.S. federal income tax purposes, is other
than:
•

a citizen or resident of the United States;

•

a corporation (including for this purpose any other entity treated as a corporation for U.S. federal income tax purposes) created or organized in
or under the laws of the United States or any political subdivision thereof;

•

an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

•

a trust that is subject to the primary supervision of a U.S. court and to the control of one or more U.S. persons, or that has a valid election in
effect under applicable U.S. Treasury regulations to be treated as a U.S. person.

If a partnership (including for this purpose any other entity, either organized within or without the United States, treated as a partnership for U.S. federal income
tax purposes) holds the shares, the tax treatment of a partner as a beneficial owner of the shares generally will depend upon the status of the partner and the
activities of the partnership. Foreign partnerships also generally are subject to special U.S. tax documentation requirements.
Special rules may apply to certain non-U.S. holders, such as “controlled foreign corporations,” “passive foreign investment companies,” and corporations that
accumulate earnings to avoid U.S. federal income tax. Such entities should consult their own tax advisors to determine the U.S. federal, state, local and other tax
consequences that may be relevant to them.
This section does not consider the specific facts and circumstances that may be relevant to a particular non-U.S. holder and does not address the treatment of a
non-U.S. holder under the laws of any state, local or foreign taxing jurisdiction. This section is based on the federal tax laws of the United States, including the
Internal Revenue Code of 1986, as amended (the “Code”), existing and proposed regulations, and administrative and judicial interpretations, all as currently in
effect. These laws are subject to change, possibly on a retroactive basis.
You should consult a tax advisor regarding the U.S. federal tax consequences of acquiring, holding and disposing of our common stock in your particular
circumstances, as well as any tax consequences that may arise under the laws of any state, local or foreign taxing jurisdiction.
Dividends
Except as described below, dividends paid to you are subject to withholding of U.S. federal income tax at a 30.0% rate or at a lower rate if you are eligible for the
benefits of an income tax treaty that provides for a lower rate. Even if you are eligible for a lower treaty rate, we will generally be required to withhold at a 30.0%
rate (rather than the lower treaty rate) on dividend payments to you, unless you have furnished to us a valid Internal Revenue Service Form W-8BEN or an
acceptable substitute form upon which you certify, under penalties of perjury, your status as a non-U.S. person and your entitlement to the lower treaty rate with
respect to such payments. If you are eligible for a reduced rate of U.S. withholding tax under a tax treaty, you may obtain a refund of any amounts withheld in
excess of that rate by filing a refund claim with the U.S. Internal Revenue Service.
If dividends paid to you are “effectively connected” with your conduct of a trade or business within the United States, and, if required by a tax treaty, the
dividends are attributable to a permanent
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establishment that you maintain in the United States, we generally are not required to withhold tax from the dividends, provided that you have furnished to us a
valid Internal Revenue Service Form W-8ECI or an acceptable substitute form upon which you certify, under penalties of perjury, your status as a non-U.S.
person and your entitlement to this exemption from withholding. In lieu of withholding, such dividends are taxed at rates applicable to U.S. citizens, resident
aliens and domestic U.S. corporations. If you are a corporate non-U.S. holder, “effectively connected” dividends that you receive may, under certain
circumstances, be subject to an additional “branch profits tax” at a 30% rate or at a lower rate if you are eligible for the benefits of an income tax treaty that
provides for a lower rate.
Gain on Disposition of Common Stock
If you are a non-U.S. holder, you generally will not be subject to U.S. federal income tax on gain that you recognize on a disposition of our common stock unless:
•

you are an individual who is present in the U.S. for 183 days or more in the taxable year of disposition and certain other conditions are met;

•

such gain is effectively connected with your conduct of a trade or business within the U.S. and, if required by an applicable tax treaty, is
attributable to a U.S. permanent establishment maintained by you;

•

you are subject to the Code provisions applicable to certain U.S. expatriates; or

•

we are or have been a “U.S. real property holding corporation” for U.S. federal income tax purposes and either our common stock has ceased to
be “regularly traded on an established securities market” prior to the beginning of the calendar year in which the disposition occurs or you have
held, directly or constructively at any time during the five-year period ending on the date of disposition or such shorter period that you held such
shares, more than five percent of our common stock. We have not been, are not and do not anticipate becoming a U.S. real property holding
corporation for U.S. federal income tax purposes.

Federal Estate Taxes
If you hold our common stock at the time of death, such stock will be included in your gross estate for U.S. federal estate tax purposes, unless an applicable estate
tax treaty provides otherwise.
Backup Withholding and Information Reporting
If you are a non-U.S. holder, you are generally exempt from backup withholding and information reporting on Internal Revenue Service Form 1099 with respect
to dividend payments and the payment of the proceeds from the sale of our common stock effected at a U.S. office of a broker, as long as:
•

the payor or broker does not have actual knowledge or reason to know that you are a U.S. person; and

•

you have furnished to the payor or broker a valid Internal Revenue Service Form W-8BEN or an acceptable substitute form upon which you
certify, under penalties of perjury, that you are a non-U.S. person, or other documentation upon which it may rely to treat the payments as made
to a non-U.S. person in accordance with U.S. Treasury regulations (or you otherwise establish an exemption).

Payment of the proceeds from the sale of our common stock effected at a foreign office of a broker generally will not be subject to information reporting or
backup withholding. However, a sale of our common stock that is effected at a foreign office of a broker will be subject to information reporting and backup
withholding if:
•

the proceeds are transferred to an account maintained by you in the United States;
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•

the payment of proceeds or the confirmation of the sale is mailed to you at a U.S. address; or

•

the sale has some other specified connection with the United States as provided in U.S. Treasury regulations,

unless the documentation requirements described above are met or you otherwise establish an exemption and the broker does not have actual knowledge or reason
to know that you are a U.S. person.
In addition, a sale of our common stock will be subject to information reporting if it is effected at a foreign office of a broker that is:
•

a U.S. person;

•

a controlled foreign corporation for U.S. tax purposes;

•

a foreign person 50.0% or more of whose gross income is effectively connected with the conduct of a U.S. trade or business for a specified
three-year period; or

•

a foreign partnership, if at any time during its tax year one or more of its partners are “U.S. persons”, as defined in U.S. Treasury regulations,
who in the aggregate hold more than 50.0% of the income or capital interest in the partnership, or such foreign partnership is engaged in the
conduct of a U.S. trade or business,

unless the documentation requirements described above are met or you otherwise establish an exemption and the broker does not have actual knowledge or reason
to know that you are a U.S. person. Backup withholding will apply if the sale is subject to information reporting and the broker has actual knowledge that you are
a U.S. person.
You generally may obtain a refund of any amounts withheld under the backup withholding rules that exceed your income tax liability by filing a refund claim
with the Internal Revenue Service.
In addition to the foregoing, we must report annually to the Internal Revenue Service and to you on Internal Revenue Service Form 1042-S the entire amount of
any distribution made with respect to our common stock. This information may also be made available to the tax authorities in the country in which you reside
under the provisions of an applicable income tax treaty.
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UNDERWRITING
The underwriters named below have agreed to buy, subject to the terms of the purchase agreement, the number of shares listed opposite their names below. The
underwriters are committed to purchase and pay for all of the shares if any are purchased.
Number
of Shares

Underwriters

Piper Jaffray & Co.
William Blair & Company, L.L.C.
Jefferies & Company, Inc.
Total

5,800,000

The underwriters have advised us that they propose to offer the shares to the public at $
per share. The underwriters propose to offer the shares to certain
dealers at the same price less a concession of not more than $
per share. The underwriters may allow and the dealers may reallow a concession of not more
than $
per share on sales to certain other brokers and dealers. After the offering, these figures may be changed by the underwriters.
We have granted to the underwriters an option to purchase up to an aggregate of 870,000 additional shares of common stock at the same price to the public, and
with the same underwriting discount, as set forth in the table below. The underwriters may exercise this option any time during the 30-day period after the date of
this prospectus, to cover over-allotments, if any. To the extent the underwriters exercise the option, each underwriter will become obligated, subject to certain
conditions, to purchase approximately the same percentage of the additional shares as it was obligated to purchase under the purchase agreement.
The following table shows the underwriting fees to be paid to the underwriters in connection with this offering. These amounts are shown assuming both no
exercise and full exercise of the over-allotment option.
Paid by Us
No Exercise

Full Exercise

Per share
Total
We estimate total offering expenses (not including underwriting discounts and commissions) will be $2.3 million, all of which will be borne by us.
We have agreed to indemnify the underwriters against certain liabilities, including civil liabilities under the Securities Act, or to contribute to payments that the
underwriters may be required to make in respect of those liabilities.
The underwriters have informed us that they do not intend sales to discretionary accounts to exceed 5.0% of the total number of shares offered by them.
We and each of our directors, executive officers and each of our stockholders have agreed to certain restrictions on our ability to sell additional shares of our
common stock for a period ending 180 days after the date of this prospectus, subject to extension as described below. We have agreed not to directly or indirectly
offer for sale, sell, contract to sell, grant any option for the sale of, or otherwise issue or
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dispose of, any shares of common stock, options or warrants to acquire shares of common stock, or any related security or instrument, without the prior written
consent of Piper Jaffray. The agreements provide exceptions for sales to underwriters pursuant to the purchase agreement. In addition, the agreement with our
founder contains exceptions for (1) the sale of common stock to DBJ, which was completed in February 2007, (2) transfers to family members for estate planning
purposes and (3) transfers pursuant to contracts for the sale of securities entered into prior to March 20, 2007 and disclosed in the first amendment to the
registration statement of which this prospectus forms a part, provided in each of (1), (2) and (3) that the transferee agrees to be bound by the terms of the lockup
agreement. The exception described in clause (3) is no longer available as no contract for the sale of securities is disclosed in such amendment.
The lock-up period described in the preceding paragraph will be extended if:
•

during the last 17 days of the lock-up period we issue an earnings release or material news or a material event relating to us occurs; or

•

prior to the expiration of the lock-up period, we announce that we will release earnings results during the 16-day period beginning on the last
day of the lock-up period, in which case the restrictions described in the preceding paragraph will continue to apply until the expiration of the
18-day period beginning on the date of issuance of the earnings release or the occurrence of the material news or material event.

Prior to the offering, there has been no established trading market for our common stock. The initial public offering price for the shares of common stock offered
by this prospectus will be negotiated by us and the underwriters. The factors considered in determining the initial public offering price include the history of and
the prospects for the industry in which we compete, our past and present operations, our historical results of operations, our prospects for future earnings, the
recent market prices of securities of generally comparable companies and the general condition of the securities markets at the time of the offering and other
relevant factors. There can be no assurance that the initial public offering price of the common stock will correspond to the price at which the common stock will
trade in the public market subsequent to this offering or that an active public market for the common stock will develop and continue after this offering.
To facilitate the offering, the underwriters may engage in transactions that stabilize, maintain or otherwise affect the price of the common stock during and after
the offering. Specifically, the underwriters may over-allot or otherwise create a short position in the common stock for their own account by selling more shares
of common stock than have been sold to them by us. The underwriters may elect to cover any such short position by purchasing shares of common stock in the
open market or by exercising the over-allotment option granted to the underwriters. In addition, the underwriters may stabilize or maintain the price of the
common stock by bidding for or purchasing shares of common stock in the open market and may impose penalty bids. If penalty bids are imposed, selling
concessions allowed to syndicate members or other broker-dealers participating in the offering are reclaimed if shares of common stock previously distributed in
the offering are repurchased, whether in connection with stabilization transactions or otherwise. The effect of these transactions may be to stabilize or maintain
the market price of the common stock at a level above that which might otherwise prevail in the open market. The imposition of a penalty bid may also affect the
price of the common stock to the extent that it discourages resales of the common stock. The magnitude or effect of any stabilization or other transactions is
uncertain. These transactions may be effected on the New York Stock Exchange or otherwise and, if commenced, may be discontinued at any time.
In connection with this offering, some underwriters (and selling group members) may also engage in passive market making transactions in the common stock on
the New York Stock Exchange. Passive market making consists of displaying bids on the New York Stock Exchange limited by the prices of
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independent market makers and effecting purchases limited by those prices in response to order flow. Rule 103 of Regulation M promulgated by the SEC limits
the amount of net purchases that each passive market maker may make and the displayed size of each bid. Passive market making may stabilize the market price
of the common stock at a level above that which might otherwise prevail in the open market and, if commenced, may be discontinued at any time.
In the past, Piper Jaffray has provided investment banking services, including valuation and private placement services, to us and we may engage them for these
or other services in the future.
Our common stock has been approved for listing on the New York Stock Exchange under the symbol “CAP.”
At our request, the underwriters have reserved up to 150,000 shares of the common stock being sold in this offering for sale to our directors, employees, business
associates and related persons at the initial public offering price. The sales will be made by Piper Jaffray through a directed share program. The purchasers of
these shares will not be subject to a lock-up except to the extent the purchasers are subject to a lock-up agreement with the underwriters as described above. The
number of shares of common stock available for sale to the general public in the public offering will be reduced to the extent these reserved shares are purchased.
Any reserved shares which are not purchased will be offered by the underwriters to the general public on the same basis as the other shares in this offering.
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LEGAL MATTERS
Certain legal matters in connection with the sale of the shares of common stock offered hereby will be passed upon for us by Perkins Coie LLP, Menlo Park,
California. The underwriters have been represented by Davis Polk & Wardwell, Menlo Park, California.
EXPERTS
The consolidated financial statements and schedule of CAI International, Inc. as of December 31, 2005 and 2006 and for each of the years in the two-year period
ended December 31, 2005, the nine months ended September 30, 2006 and the three months ended December 31, 2006 have been included herein in reliance
upon the report of KPMG LLP, independent registered public accounting firm, appearing elsewhere herein, and upon the authority of said firm as experts in
accounting and auditing.
WHERE YOU CAN FIND MORE INFORMATION
We have filed a registration statement on Form S-1 with the SEC for the common stock we are offering by this prospectus. This prospectus does not include all of
the information contained in the registration statement. You should refer to the registration statement and its exhibits for additional information. Upon completion
of this offering, we will become subject to the reporting and information requirements of the Securities Exchange Act of 1934, as amended, and we will file
reports, proxy statements and other information with the Securities and Exchange Commission.
You can obtain our SEC filings, including the registration statement of which this prospectus forms a part, at the SEC’s Web site at http://www.sec.gov. You may
also read and copy any document we file with the SEC at its public reference facilities at 100 F Street, N.E., Washington, DC 20549. You may also obtain copies
of the documents at prescribed rates by writing to the Public Reference Section of the SEC at 100 F Street, N.E., Washington, DC 20549. Please call the SEC at 1800-SEC-0330 for further information on the operation of the public reference facilities.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors
CAI International, Inc.:
We have audited the accompanying consolidated balance sheets of CAI International, Inc. and subsidiaries (Successor) as of December 31, 2006, and of CAI
International, Inc. and subsidiaries (Predecessor) as of December 31, 2005, and the related consolidated statements of income, cumulative redeemable convertible
preferred stock and stockholders’ equity, and cash flows for the period from October 1, 2006 to December 31, 2006 (Successor Period), and from January 1, 2006
to September 30, 2006 and for each of the years in the two-year period ended December 31, 2005 (Predecessor Periods). In connection with our audits of the
consolidated financial statements, we also have audited the related financial statement schedule II. These consolidated financial statements and financial
statement schedule are the responsibility of the Companies’ management. Our responsibility is to express an opinion on these consolidated financial statements
and financial statement schedule based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, the aforementioned Successor consolidated financial statements present fairly, in all material respects, the financial position of CAI International,
Inc. and subsidiaries as of December 31, 2006, and the results of their operations and their cash flows for the Successor period, in conformity with U.S. generally
accepted accounting principles. Further, in our opinion, the aforementioned Predecessor consolidated financial statements present fairly, in all material respects,
the financial position of CAI International, Inc. and subsidiaries as of December 31, 2005, and the results of their operations and their cash flows for the
Predecessor Periods, in conformity with U.S. generally accepted accounting principles. Also in our opinion, the related financial statement schedule, when
considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein.
As discussed in Note 3 to the consolidated financial statements, effective October 1, 2006, CAI International, Inc. repurchased 50% of its outstanding common
stock. The repurchase of stock has been accounted for as a step acquisition and the change in basis has been pushed down to CAI International, Inc.’s
consolidated financial statements. As a result of the repurchase of shares, the consolidated financial information for periods after the repurchase is presented on a
different basis than that for the periods before the acquisition and, therefore, is not comparable.
As discussed in Note 2(n) to the consolidated financial statements, effective January 1, 2007 the Successor adopted FASB Staff Position AUG AIR-1 (FSP),
Accounting for Planned Major Maintenance. The FSP was retrospectively applied adjusting all financial statements presented.
/s/ KPMG LLP
San Francisco, California
April 23, 2007
F-2
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CAI INTERNATIONAL, INC.
CONSOLIDATED BALANCE SHEETS
Predecessor
December 31,
2005

Successor
December 31,
2006

(in thousands, except share data)

ASSETS
Cash
Accounts receivable (owned fleet), net of allowance for doubtful accounts of $2,762 in 2005 and $1,045 in 2006
Accounts receivable (managed fleet)
Related party receivables
Current portion of direct finance leases
Deposits, prepayments and other assets
Deferred tax assets

$

Total current assets
Container rental equipment, net of accumulated depreciation of $99,553 and $93,633 at December 31, 2005 and December 31, 2006,
respectively
Net investment in direct finance leases
Furniture, fixtures, and equipment, net of accumulated depreciation of $2,424 and $290 at December 31, 2005 and December 31, 2006,
respectively
Intangible assets, net of accumulated amortization of $307 in 2006
Goodwill
Total assets

7,573
11,056
16,209
198
3,006
2,103
1,253

$

20,359
7,731
24,061
128
2,248
4,077
915

41,398

59,519

134,563
4,263

161,353
4,329

437
—
—

459
7,093
50,247

$

180,661

$

283,000

$

3,541
4,478
6,847
12,072
702
—
6,730
703
9,900

$

3,585
15,276
—
21,650
740
5,000
—
525
30,788

LIABILITIES, CUMULATIVE REDEEMABLE CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ EQUITY
Accounts payable
Accrued expenses and other current liabilities
Amounts due to affiliate
Due to container investors
Unearned revenue
Current portion of long-term debt
Current portion of subordinated note payable to affiliate
Current portion of capital lease obligation
Rental equipment payable
Total current liabilities

44,973

77,564

Revolving line of credit
Term loan
Subordinated convertible note payable
Subordinated note payable to affiliate
Deferred income tax liability
Capital lease obligation

64,000
—
—
10,095
22,057
183

97,000
13,750
37,500
—
24,500
31

141,308

250,345

Total liabilities
Cumulative redeemable convertible preferred stock:
Series A 10.5% cumulative redeemable convertible preferred stock, no par value. Aggregate liquidation value $1,531 and $1,621 at
December 31, 2005 and December 31, 2006, respectively. Authorized 1,113,840 shares; issued and outstanding 724,920 shares at
December 31, 2005 and December 31, 2006
Note receivable on preferred stock

7,465
(1,107)

6,072
(1,172)

6,358

4,900

2,520
(44)
30,519

1,260
95
26,400

32,995

27,755

Stockholders’ equity:
Common stock, no par value. Authorized 84,000,000 shares; issued and outstanding 21,168,000 shares at December 31, 2005 and
10,584,000 shares at December 31, 2006
Accumulated other comprehensive (loss) income
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

See accompanying notes to consolidated financial statements.
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CAI INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF INCOME
Predecessor
Nine Months
Ended
September 30,
2005
2006
(in thousands, except
per share data)

2004

Revenue:
Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income

$45,855
6,809
13,420
602

$39,614
11,230
9,913
829

66,686

61,586

15,545
—
275
(718)
10,636
6,164
11,783

14,764
—
572
(1,166)
6,875
3,853
12,551

Total operating expenses

43,685

37,449

21,684

6,564

Operating income

23,001

24,137

20,366

12,047

Total revenue
Operating expenses:
Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general, and administrative expenses

Interest expense
Interest income
Net interest expense
Income before income taxes
Income tax expense
Net income
(Accretion)/decretion of preferred stock

Net income per share:
Basic
Diluted
Weighted average shares outstanding:
Basic
Diluted

$

42,050

9,383
3,569
5,392
267
18,611

9,653
—
270
(804)
1,187
2,411
8,967

2,360
307
81
(747)
395
779
3,389

7,798
(27)

4,183
(37)

3,715
(20)

7,623

7,771

4,146

3,695

15,378
6,149

16,366
6,377

16,220
5,856

8,352
3,119

10,364
1,464

5,233
(6)

9,989
(713)

$ 8,588

$ 9,276

$

11,828

$

5,227

$
$

$
$

$
$

0.56
0.48

$
$

0.49
0.36

0.41
0.41
21,168
21,168

0.44
0.44
21,168
21,168

See accompanying notes to consolidated financial statements.
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24,228
8,530
8,365
927

7,651
(28)

9,229
(641)

Net income available to common stockholders

$

Successor
Three
Months
Ended
December 31,
2006

21,168
21,735

10,584
16,270
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CAI INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF CUMULATIVE REDEEMABLE
CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ EQUITY
Years Ended December 31, 2004, 2005, Nine Months Ended September 30, 2006
and Three Months Ended December 31, 2006
Predecessor
Cumulative redeemable
convertible preferred stock
Note
receivable
on
preferred
Shares
Amount
stock
Balances as of December 31, 2003
Accretion of preferred stock
Net income
Foreign currency translation adjustment
Comprehensive income
Stock-based compensation
Balances as of December 31, 2004
Accretion of preferred stock
Net income
Foreign currency translation adjustment
Comprehensive income
Stock-based compensation
Balances as of December 31, 2005
Decretion of preferred stock
Net income
Foreign currency translation adjustment
Comprehensive income
Balances as of September 30, 2006

725
—
—
—

$ 2,576
2,313
—
—

—
725
—
—
—

—
4,889
2,576
—
—

—
725
—
—
—

—
$ 7,465
(1,415)
—
—

725

$ 6,050

$

$

F-5

Common stock

Shares

(977)
—
—
—

21,168
—
—
—

(65)
(1,042)
—
—
—

—
21,168
—
—
—

(65)
(1,107)
(49)
—
—

—
21,168
—
—
—

(1,156)

21,168

Amount
(in thousands)
$ 2,520
(1,672)
—
—
1,672
2,520
(1,863)
—
—

Retained
earnings
$ 12,655
(641)
9,229
—

Accumulated
other
comprehensive
income (loss)

Total
stockholders’
equity

$

$

3
—
—
56

—
21,243
(713)
9,989
—

—
59
—
—
(103)

1,863
$ 2,520
—
—
—

—
30,519
1,464
10,364
—

—
(44)
—
—
(4)

$ 2,520

$ 42,347

$

(48)

$

15,178
(2,313)
9,229
56
9,285
1,672
23,822
(2,576)
9,989
(103)
9,886
1,863
32,995
1,464
10,364
(4)
10,360
44,819
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Successor
Cumulative redeemable
convertible preferred stock
Note
receivable
on
preferred
Shares
Amount
stock
Balances as of September 30, 2006
Repurchase of shares held by Interpool, Inc.
Accretion of preferred stock
Net income
Foreign currency translation adjustment
Comprehensive income
Balances as of December 31, 2006

Common stock

Shares

725
—
—
—
—

$ 6,050
—
22
—
—

$

(1,156)
—
(16)
—
—

21,168
(10,584)
—
—
—

Amount
(in thousands)
$ 2,520
(1,260)
—
—
—

725

$ 6,072

$

(1,172)

10,584

$ 1,260

See accompanying notes to consolidated financial statements.
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Retained
earnings

Accumulated
other
comprehensive
income (loss)

Total
stockholders’
equity

$ 42,347
(21,174)
(6)
5,233
—

$

(48)
—
—
—
143

$

$ 26,400

$

95

$

44,819
(22,434)
(6)
5,233
143
5,376
27,755
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CAI INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Predecessor
Year Ended
December 31,
2004

2005

Nine Months
Ended
September 30,
2006

Successor
Three
Months
Ended
December 31,
2006

(in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:

$

9,229

$

9,989

$

10,364

$

5,233

Depreciation
Amortization of debt issuance costs
Amortization of intangible assets
Impairment of container rental equipment
Stock-based compensation
Gain on sale of container portfolios
Gain on disposition of used container equipment
Deferred income taxes
Allowance for doubtful accounts
Changes in other operating assets and liabilities:

15,643
461
—
275
1,607
(13,420)
(718)
6,098
695

14,859
448
—
572
1,798
(9,913)
(1,166)
6,297
771

9,728
321
—
270
—
(8,365)
(804)
405
383

2,392
173
307
81
—
(5,392)
(747)
78
110

Accounts receivable
Related party accounts receivable
Deposits, prepayments and other assets
Accounts payable and accrued expenses
Due to container investors
Amounts due to affiliate
Unearned revenue
Other liabilities

(4,378)
(88)
(552)
(1,958)
6,634
934
(216)
105

(2,146)
261
3,685
1,899
2,393
(316)
(19)
2

(5,478)
24
(582)
4,928
6,645
(5,314)
28
183

458
3
(647)
4,916
2,933
(1,533)
10
—

20,351

29,414

12,736

8,375

(125,732)
119,224
8,320
(70)
2,042

(127,288)
102,097
14,496
(350)
2,817

(89,366)
67,912
8,683
(120)
2,959

(45,843)
49,252
3,650
(9)
794

3,784

(8,228)

(9,932)

7,844

30,500
(52,500)
—
—
—

82,472
(83,472)
(16,825)
(1,217)
—

124,890
(116,000)
(13,798)
(1,196)
—

64,000
(21,141)
(3,027)
—
(40,104)

(22,000)

(19,042)

(6,104)

(272)

(103)

(4)

143

(3,304)
7,573

16,090
4,269

Net cash provided by operating activities
Cash flows from investing activities:
Purchase of containers
Net proceeds from sale of container portfolios
Net proceeds from disposition of used container equipment
Purchase of furniture, fixtures, and equipment
Receipt of principal payments from direct financing leases
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from bank debt
Principal payments made on bank debt
Principal payments made on subordinated note payable
Debt issuance costs
Repurchase of CAI common stock held by Interpool
Net cash provided by (used in) financing activities
Effect on cash of foreign currency translation

56

Net increase (decrease) in cash
Cash at beginning of the period

2,191
3,341

Cash at end of the period

2,041
5,532

$

5,532

$

7,573

$

4,269

$

20,359

$

43
7,071

$

44
7,129

$

44
4,668

$

116
1,405

$

37,500

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Income taxes
Interest
Supplemental disclosure of non-cash investing and financing activity:
Repurchase of common stock with subordinated convertible note

See accompanying notes to consolidated financial statements.
F-7

Table of Contents
CAI INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2006 and 2005
(1)

The Company and Nature of Operations

CAI International, Inc. (CAI or the Company) was originally incorporated under the name Container Applications International, Inc. in the state of Nevada on
August 3, 1989. On February 2, 2007, the Company was reincorporated under its present name in the state of Delaware. The Company operates in the
international intermodal marine cargo container leasing business. Within this single industry sector, the Company generates revenue from two reportable
segments: container leasing and container management. The container leasing segment specializes primarily in the ownership and leasing of intermodal dry
freight standard containers, while the container management segment manages containers for container investors. The Company leases its containers principally
to international container shipping lines located throughout the world. The Company sells containers primarily to investor groups and provides management
services to those investors in return for a management fee.
On January 4, 2007, the Company invested approximately $400,000 in cash for an 80% interest in CAIJ, an entity incorporated in Japan to facilitate the
structuring and arrangement of container fund investments in Japan.
On April 23, 2007, the Company’s board of directors approved a 420:1 stock split to be granted to stockholders of record at that date. All share and per share data
in the consolidated financial statements have been adjusted to reflect the stock split.
The Company’s headquarters are located in San Francisco, California.
(2)

Summary of Significant Accounting Policies
(a)

Basis of Accounting and Principles of Consolidation

The Company utilizes the accrual method of accounting.
The consolidated financial statements include the financial statements of the Company and its wholly owned subsidiaries, Container Applications International
Corporation—Tokyo (CAI TK), Container Applications International (U.K.) Ltd., Sky Container Trading, Ltd., Sky Domestic Container Leasing, Ltd. and
Container Applications International Corporation—Malaysia. All significant intercompany balances and transactions have been eliminated in consolidation.
Prior to October 1, 2006, the Company had two principal stockholders, each of whom beneficially owned 50.0% of the Company’s outstanding common stock.
These stockholders were the Company’s founder and then Chief Executive Officer (now Executive Chairman), Hiromitsu Ogawa and Interpool Inc. (Interpool).
On October 1, 2006, the Company repurchased 10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool for $77.5 million (the “Interpool
Transaction”). The Company paid Interpool $40.0 million in cash and issued a convertible subordinated promissory note for the $37.5 million balance. The
repurchase resulted in an increase in the percentage of common stock held by Mr. Ogawa, from 50.0% to 100.0%. In connection with the Interpool Transaction
the Company applied pushdown accounting in accordance with Staff Accounting Bulletin No. 54 (SAB No. 54) and accounted for the purchase as a step
acquisition in accordance with Statement of Financial Accounting Standards No. 141, Business Combinations (SFAS No. 141). Accordingly, the Company valued
its assets and liabilities as of October 1, 2006 and recognized goodwill of $50.2 million and intangible assets of $7.4 million as a result of such valuation (see
Notes 3 and 5). Due to the application of pushdown
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accounting and step acquisition accounting in the Company’s financial statements, the Company’s financial condition and results of operations after October 1,
2006 will not be comparable in some respects to the Company’s financial condition and results of operations reflected in the Company’s historical financial
statements as of dates or for periods ended prior to October 1, 2006. The consolidated balance sheet and consolidated statements of income, cumulative
redeemable convertible preferred stock and stockholders’ equity and cash flows prior to October 1, 2006, refer to the Predecessor company and this period is
referred to as the pre-repurchase period, while the consolidated balance sheet and consolidated statement of income, cumulative redeemable convertible preferred
stock and stockholders’ equity and cash flows on and subsequent to October 1, 2006 refer to the Successor company and the period is referred to as the postrepurchase period. A line has been drawn between the accompanying financial statements to distinguish between the pre-repurchase and post-repurchase periods.
(b)

Use of Estimates

Certain estimates and assumptions were made by the Company’s management that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting periods. Significant
items subject to such estimates and assumptions include revenue recognition, the carrying amount of container equipment, the residual values and lives of
container equipment, the valuation of the cumulative redeemable preferred stock for stock-based compensation accounting and accretion purposes and valuation
allowances for receivables and deferred income tax assets. Actual results could differ from those estimates.
(c)

Furniture, Fixtures, and Equipment

Furniture and equipment, which include furniture, fixtures, office equipment, and software, are depreciated on a straight-line basis over estimated useful lives of
five years with no salvage value.
(d)

Container Rental Equipment

Prior to October 1, 2006, the Company depreciated container rental equipment over an estimated useful life of 12.5 years (using the straight-line method) to fixed
residual values of $645 for 20’, $795 for 40’ and $805 for 40’ high cubes. For the period starting October 1, 2006 and thereafter, the Company revised its estimate
of residual values to $850 for 20’, $950 for 40’ and $1,000 for 40’ high cubes. The change in residual value resulted in a reduction in the Company’s depreciation
expense of $1.0 million for the three months ended December 31, 2006. The estimated life of the containers remained unchanged at 12.5 years. Management’s
decision to change the residual values of container equipment is based on higher sales prices of older used containers over the past three years and expectation of
similar values in future periods. The Company will reassess its estimate of residual value and useful life of containers in the future for possible adjustments to
those estimates.
The estimated useful life for all other containers remains at 15 years with a residual value of 15% of their original cost.
(e)

Impairment of Long-Lived Assets

In accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, the Company’s container rental equipment is reviewed for
impairment whenever events or changes in
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circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of
the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its
estimated future undiscounted cash flows, an impairment charge is recognized for the amount by which the carrying amount of the asset exceeds the fair value of
the asset. Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell, and are no longer depreciated.
During the years ended December 31, 2004 and 2005, the nine months ended September 30, 2006 and three months ended December 31, 2006, the Company
recorded impairment losses related to certain container equipment identified for sale of $275,000, $572,000, $270,000 and $81,000, respectively.
(f)

Goodwill and Intangible Assets

Goodwill represents the excess of purchase price over the fair value of net assets acquired in a business combination accounted for using the purchase method.
The Company’s goodwill resulted from the Interpool Transaction for which we have applied pushdown accounting and accounted for the repurchase of shares as
a step acquisition. Goodwill acquired in a purchase business combination is not amortized, but instead tested for impairment at least annually in accordance with
the provisions of FASB Statement No. 142, Goodwill and Other Intangible Assets. Management has determined that the Company is comprised of two reporting
units, container leasing and container management, and has allocated $13.8 million and $36.4 million of goodwill, respectively, to each segment. The allocation
of the purchase price is based on the expected future cash flow contribution of each segment and goodwill for each reporting unit was determined as the
difference between the allocation purchase price and the fair value of the net assets of each reporting unit. Intangible assets allocated to the container leasing and
container management reporting units are $2.6 million and $4.8 million, respectively. Intangible assets have been allocated either directly to the relevant unit or
on the expected future cash flows contribution of each segment.
Impairment of goodwill is tested at the reporting unit level annually or more frequently if an event or circumstance occurs that would more likely than not reduce
the fair value of a reporting unit below its carrying amount. Factors that would suggest a possible impairment include, but are not limited to, material customer
losses, an adverse change in the business climate, an adverse action or assessment by a regulator, unanticipated competition or a loss in key personnel.
The impairment test is conducted by comparing the reporting unit’s carrying amount, including goodwill, to the fair value of the reporting unit. We perform the
annual goodwill impairment test using a combination of the market and income approaches. If the carrying amount of a reporting unit exceeds its fair value, an
indication of goodwill impairment exists and a second step is performed to measure the amount of impairment loss, if any. In the application of the impairment
testing, we are required to make estimates of future operating trends and resulting cash flows and judgments on discount rates and other variables. Actual future
results and other assumed variables could differ from these estimates. If goodwill is impaired we will record an impairment charge, which will result in a decrease
in net income or an increase in net loss.
On October 1, 2006, the Company recorded goodwill of $50.2 million and intangible assets of $7.4 million resulting from the application of push down
accounting under SFAS No. 141 in connection with the Company’s repurchase of its common shares of stock held by Interpool (see Note 3 ). The purchase
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price for the incremental ownership the Company acquired from Interpool was based on forecasts and assumptions made on our future cash flows.
Although management currently believes that the estimates used in the evaluation of goodwill and other intangibles are reasonable, differences between actual
and expected revenue, operating results and cash flow could cause these assets to be deemed impaired. If impairment were to occur, the Company would be
required to charge to earnings the amount of the write-down in the value of such assets.
Intangible assets with definite useful lives are amortized over their estimated useful lives. The Company currently amortizes intangible assets on a straight-line
basis over their estimated useful lives as follows:
Trademarks
Software
Contracts—third party
Contracts—owned equipment
(g)

10 years
3 years
7 years
5 years

Finance Leases

Interest on finance leases is recognized using the effective interest method. Lease income is recorded in decreasing amounts over the term of the contract,
resulting in a level rate of return on the net investment in direct finance leases.
(h)

Prepaid Debt Fees

To the extent that the Company is required to pay fees relating to its revolving line of credit, such fees are amortized over the life of the related revolving line of
credit using the straight line method and reflected in interest expense. No fees were paid in connection with our convertible subordinated debt.
(i)

Foreign Currency Translation

The accounts of the Company’s foreign subsidiaries have been converted at rates of exchange in effect at year-end for balance sheet accounts and at a weighted
average of exchange rates for the year for income statement accounts. The effects of changes in exchange rates in translating foreign subsidiaries’ financial
statements are included in stockholders’ equity as accumulated other comprehensive income.
(j)

Accounts Receivable (Owned Fleet)

Amounts billed under operating leases for containers owned by the Company are recorded in accounts receivable (owned fleet). The Company estimates an
allowance for doubtful accounts it does not consider fully collectible. Changes in the financial condition of the container lessee or an adverse development in
negotiations or legal proceedings to obtain payment could result in the actual loss exceeding the estimated allowance.
(k)

Income Taxes

Income taxes are accounted for using the asset-and-liability method as specified under SFAS No. 109, Accounting for Income Taxes. Under this method, deferred
income taxes are recognized for the future tax consequences of differences between the tax bases of assets and liabilities and their financial reporting amounts at
each year-end. Deferred tax assets and liabilities are measured using enacted tax
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rates expected to apply to taxable income in the years in which those temporary differences are expected to be recovered or settled. Valuation allowances are
established when it is more likely than not that deferred tax assets will not be recovered.
(l)

Revenue Recognition

The Company provides a range of services to its customers incorporating rental, sale and management of container equipment. Revenue for all forms of service is
recognized when earned following the guidelines of SFAS No. 13, Accounting for Leases and Staff Accounting Bulletin No. 104 (SAB 104).
Container Rental Revenue
Container rental revenue arises from renting containers owned by the Company to various shipping lines. Rental agreements are either leases with a fixed term of
between one and eight years or short-term master lease agreements where there is no term and the equipment can be returned at any time without penalty.
Revenue is recorded on an accruals basis for master lease agreements as these agreements have no fixed term. For long-term leases, revenue is recorded on a
straight-line basis when earned according to the terms of the container rental contracts. These contracts are classified as operating leases. Early termination of the
container rental contracts subjects the lessee to a penalty, which is included in container rental revenue upon such termination.
Included in container rental revenue is revenue consisting primarily of fees charged to the lessee for handling, delivery, repairs, and fees relating to the
Company’s damage protection plan, which are recognized as earned.
Management Fee Revenue and Gain on Sale of Container Portfolios
In addition to renting containers, the Company sells leased container portfolios to investor groups. After the date of sale the Company generally manages the
container assets sold to the investor group. As these are arrangements with multiple deliverables, the Company evaluates the arrangements under Emerging Issues
Task Force Issue No. 00-21, Revenue Arrangements with Multiple Deliverables (EITF 00-21) which addresses accounting for multiple element arrangements.
The Company has determined that the two deliverables under the arrangements, the sale of the container and the management services, are separate units of
accounting, thus revenue is recognized in accordance with SAB 104 for each unit.
The Company recognizes revenue from management fees earned under equipment management agreements as earned on a monthly basis. Management fees are
typically a percentage of net operating income of each investor group’s fleet calculated on an accruals basis. Included in the Company’s balance sheet are
accounts receivable from the managed fleet which are uncollected lease billings related to managed equipment. With the exception of containers managed under
pooling agreements, all direct costs (storage, repairs, repositioning etc.) are charged to investors on a specific-identification basis or allocated basis. The
Company’s financial statements include accounts payable and accruals of expenses related to managed equipment. The net amount of rentals billed less expenses
payable and less management fees is recorded in amounts due to container investors or amounts due to affiliate on the balance sheet.
As described above, the Company periodically sells containers to container investors which are generally managed by the Company in return for a management
fee. A gain is calculated as the excess of sales
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proceeds over the net book value of the containers sold. The proceeds from sale of these container portfolios were $119.2 million, $102.1 million, $67.9 million
and $49.3 million for the years ended December 31, 2004 and 2005, the nine months ended September 30, 2006, and the three months ended December 31, 2006,
respectively.
(m)

Stock-Based Compensation

SFAS No. 123(R) Share Based Payment (SFAS 123(R)), establishes financial accounting and reporting standards for stock-based employee compensation plans.
SFAS No. 123(R) requires all entities to adopt a fair-value-based method of accounting for stock-based compensation plans in which compensation cost is
measured at the date the award is granted based on the value of the award and is recognized over the employee service period, for grants issued after the
Statement’s effective date. The effective date for the Company was January 1, 2006. No stock-based awards have been granted nor have any previously granted
awards vested since the effective date and, consequently, no compensation expense has been recognized during the year ended December 31, 2006.
Prior to the implementation of SFAS 123(R), the Company accounted for its stock-based compensation plan under SFAS No. 123, Accounting for Stock Based
Compensation. SFAS 123 allowed an entity to continue to use the method prescribed by Accounting Principles Board Opinion No. 25, Accounting for Stock
Issued to Employees (APB 25), with pro forma disclosures of net income as if the fair-value-based method had been applied. APB 25 requires compensation
expense to be recognized over the employee service period based on the excess, if any, of the quoted market price of the stock at the date the award is granted or
other measurement date, as applicable, over an amount an employee must pay to acquire the stock. The Company elected to continue to apply the provisions of
APB 25 in accounting for its Executive Management Incentive Program and has recognized compensation expense of $1.6 million and $1.8 million for the years
ended December 31, 2004 and 2005, respectively.
The preferred shares issued under the Executive Management Incentive Program were issued in 1998 and had no vesting term. As such, there is no compensation
expense to be recognized for these shares upon adoption of FAS No. 123(R). We plan to implement a stock option program and this will result in additional
expense.
(n)

Repairs and Maintenance

On September 8, 2006, the FASB posted the Staff Position (FSP) AUG AIR-1, Accounting for Planned Major Maintenance Activities. The FSP amends certain
provisions in the AICPA Industry Audit Guide, Audits of Airlines, and APB Opinion No. 28, Interim Financial Reporting. FSP AUG AIR-1 prohibits the use of
accrue-in-advance method of accounting for planned major maintenance activities in annual and interim financial statements. This guidance is effective for the
first fiscal period beginning after December 15, 2006, and shall be applied retrospectively for all financial statements presented, unless impracticable to do so.
Our leases require the lessee to pay for any damage to the container beyond normal wear and tear at the end of the lease term. We also offer a damage protection
plan (“DPP”) pursuant to which the lessee pays a monthly fee in exchange for not being charged for certain damages at the end of the lease term. For containers
not subject to a DPP, historically, we have accrued for repairs once we have made the decision to repair the container, which is made in advance of us incurring
the repair obligation. For containers covered by a DPP, we historically accounted for periodic maintenance and repairs on an accrual basis.
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We adopted FSP AUG AIR-1 effective January 1, 2007. Accordingly, we have retroactively adjusted our Consolidated Financial Statements to reflect the direct
expense method of accounting for maintenance, a method permitted under this Staff Position. The effect of adopting this standard on our previously reported
Consolidated Financial Statements is summarized in the tables below (in thousands, except per share data):
Predecessor

Successor

Year ended

Increase (decrease) in:
Statement of income:
Storage, handling and other expenses
Operating income
Income before income taxes
Income taxes
Net income

December 31,
2004

December 31,
2005

Nine Months Ended
September 30, 2006

Three Months Ended
December 31, 2006

$

$

$

$

Basic and diluted earnings per share

511
(511)
(511)
(204)
(307)
(0.01)

(0.01)

(o)

$

—
—

$

(2,972)
936
(2,036)
2,036
2,036

—
—
(2,461)
732
(1,729)
1,729
1,729

179
(179)
(179)
(64)
(115)
(0.01)

Predecessor
December 31,
2004

January 1,
2004

Balance sheet:
Goodwill
Total assets
Accrued expenses and other current
liabilities
Deferred income tax liability
Total liabilities
Retained earnings
Stockholders’ equity

421
(421)
(421)
(164)
(257)

47
(47)
(47)
(18)
(29)
(0.00)
Successor

December 31,
2005

$

—
—
(2,040)
568
(1,472)
1,472
1,472

December 31, 2006

$

(679)
(679)
(1,328)
—
(1,328)
649
649

Recent Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation No. (“FIN”) 48, “Accounting for Uncertainty in Income Taxes,”
which clarifies the accounting for uncertainty in income taxes. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken, or expected to be taken, in a tax return. FIN 48 requires that the Company recognize in the financial
statements the impact of a tax position, if that position is more likely than not being sustained on audit, based on the technical merits of the position. FIN 48 also
provides guidance on derecognition, classification, interest and penalties, accounting in interim period and disclosure. FIN 48 will be effective for the Company
on January 1, 2007 (the first day of the Company’s 2007 fiscal year. The Company has not determined the impact of FIN 48 on its results of operations or
financial condition.
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In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, or SFAS No. 157. This statement establishes a framework for measuring fair
value under GAAP, and expands disclosures about fair value measurements. This statement retains the exchange price notion in earlier definitions of fair value.
SFAS No. 157 clarifies that the exchange price is the price in an orderly transaction between
market participants to sell an asset or transfer a liability in the market in which the reporting entity would transact for the asset or liability, that is, the principal or
most advantageous market for the asset or liability. The transaction to sell the asset or transfer the liability is a hypothetical transaction at the measurement date,
considered from the perspective of a market participant that holds the asset or owes the liability. Therefore, the definition focuses on the price that would be
received to sell the asset or paid to transfer the liability (an exit price), not the price that would be paid to acquire the asset or received to assume the liability (an
entry price). SFAS No. 157 is effective for financial statements issued for years beginning after November 15, 2007, and interim periods within those years with
earlier application encouraged. The Company does not expect the adoption of SFAS No. 157 to have a material effect on its consolidated financial position or
results of operations.
In September 2006, the Securities and Exchange Commission issued Staff Accounting Bulleting No. 108 (“SAB 108) which provides interpretive guidance on
how the effects of the carryover or reversal of prior year misstatements should be considered in quantifying a current year misstatement. If the effect of initial
adoption is determined to be material, the cumulative effect may be reported as an adjustment to the beginning of year retained earnings with disclosure of the
nature and amount of each individual error being corrected in the cumulative adjustment. The guidance is applicable in our 2006 fiscal year and has not resulted
in adjustments to our 2006 financial statements. We will apply this guidance in assessing any future misstatements.
In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities- Including an amendment of FASB
Statement No. 115. Under this pronouncement, companies may elect to measure many financial instruments and certain other items at fair value. The objective is
to improve financial reporting by providing entities with the opportunity to mitigate volatility in reporting earnings caused by measuring related assets and
liabilities differently without having to apply complex hedge accounting provisions. However, SFAS No. 159 specifically includes financial assets and financial
liabilities recognized under leases (as defined in SFAS No. 13, Accounting for Leases), as among those items not eligible for the fair value measurement option
except contingent obligations for cancelled leases and guarantees of third-party lease obligations. This statement is effective for fiscal years that begin after
November 15, 2007. We do not expect the adoption of SFAS No. 159 to have a material effect on our consolidated financial position or results of operations.
(3)

Step Acquisition of CAI Common Stock Held by Interpool

On October 1, 2006, the Company repurchased 10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool for $77.5 million. The Company
repurchased the shares to execute a management buyout of all common stock held by Interpool. The Company paid Interpool $40 million in cash and issued a
new convertible subordinated promissory note for the $37.5 million balance (see Note 7(b)). In addition, the Company incurred $104,000 of expenses in
connection with the repurchase.
Financing for the transaction was obtained from a line of credit and term loan facility provided by a group of banks under an amended agreement signed on
September 29, 2006 (see “Note (7a)”). On October 2, 2006, the Company borrowed the full $20.0 million under the term loan and an additional
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$23 million under the revolving line of credit. The proceeds were used to pay the $40.0 million cash portion of the repurchase of all our shares of common stock
owned by Interpool and to repay the remaining $3.0 million balance on the outstanding subordinated note issued in April 1998 by the Company to Interpool.
As a result of the repurchase, the Company terminated the Operating and Administration Agreement with Interpool for all but 12,000 TEUs of existing
containers. The directors that had been appointed by Interpool also resigned from the Company’s board of directors. In addition Interpool’s warrant to purchase
common stock was terminated.
The repurchase also resulted in an increase in the percentage of common stock held by the Company’s Executive Chairman, Hiromitsu Ogawa, from 50.0% to
100.0%. In connection with the Interpool transaction the Company has applied pushdown accounting in accordance with Staff Accounting Bulletin No. 54 (SAB
No. 54) and accounted for the purchase as a step acquisition in accordance with Statement of Financial Accounting Standards No. 141, Business Combinations
(SFAS No. 141). The step acquisition and push down accounting resulted in an increase to the carrying value of container rental equipment of $334,000 and the
recognition of $50.2 million of goodwill and $7.4 million of intangible assets. The book value of all other assets and liabilities approximated fair value. The
purchase price was based on forecasts and assumptions made on our future cash flows and not on our net asset values on the closing date. Goodwill is the amount
paid for the common stock above the fair value of tangible and intangible net assets in the transaction. Goodwill represents the estimated fair value of expected
cash flows from subsequently acquired containers that we either (1) retain and lease to container lessees as part of our owned fleet; or (2) sell to container
investors and manage on their behalf.
The following unaudited pro forma financial information is not intended to represent or be indicative of the consolidated results of operations of the Company for
the years ended December 31, 2005 and 2006 and is presented as if the repurchase of shares of our common stock from Interpool occurred at the beginning of
these periods. The following information should not be taken as representative of future consolidated results of operations or financial condition of the Company
(in thousands):
Year Ended December 31,
2005
2006
(unaudited)

Revenue
Net income
Net income available to common stockholders
Net income per share:
Basic
Diluted
F-16

$61,586
$ 4,575
$ 3,862

$ 60,661
$ 11,536
$ 12,994

$
$

$
$

0.36
0.36

1.23
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(4)

Container Leases

The Company leases its containers on either short-term operating leases through master lease agreements, long-term non-cancelable operating leases, or finance
leases. The following represents future minimum rents receivable under long-term noncancelable operating and finance leases as of December 31, 2006 (in
thousands):

Year ending December 31:
2007
2008
2009
2010
2011 and thereafter
Total minimum rents receivable

Long-term
operating

Finance

$ 6,369
5,333
3,799
2,113
1,962
$ 19,576

$3,076
2,324
1,777
952
25
8,154

Less amount representing unearned income
Net investment in direct financing leases
(5)

1,577
$6,577

Intangible Assets

The Company recognized intangible assets on October 1, 2006 in connection with its repurchase of its shares of common stock held by Interpool and amortizes
them on a straight line basis over their estimated useful lives disclosed in Note 2(f). Intangible assets at December 31, 2006 are as follows (in thousands):
Gross
Carrying
Amount

Trademarks
Software
Contracts-third party
Contracts-owned equipment
Total

$ 1,100
500
3,650
2,150
$ 7,400

Accumulated
Amortization

$

$

(28)
(42)
(130)
(107)
(307)

Net
Carrying
Amount

$ 1,072
458
3,520
2,043
$ 7,093

Amortization recorded for the three month period ended December 31, 2006 was $307,000. Future amortization expenses are as follows (in thousands):
2007
2008
2009
2010
2011 and thereafter

$ 1,228
$ 1,228
$ 1,186
$ 1,061
$ 2,390
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(6)

Accrued Expenses and Other Current Liabilities

The Company accrues for goods and services received and expenses incurred for which billings have not been received. Accrued expenses and other current
liabilities at December 31, 2005 and 2006 are as follows (in thousands):
Accrued income taxes
Due to lessors
Accrued interest
Accrued bonuses
Other current liabilities

(7)

2005

2006

49
1,557
759
1,007
1,106
$ 4,478

$ 8,896
2,438
2,087
1,110
745
$ 15,276

$

Long Term Debt
(a)

Senior Secured Credit Facility

The Company has a senior secured line of credit with a consortium of banks to finance the acquisition of containers and for general working capital purposes.
Any amounts drawn on the facility are secured by all assets of the Company including the containers and the underlying leases thereon.
On September 29, 2006, the Company amended its senior secured credit facility provided by a group of banks to provide for a maximum total commitment
amount of up to $190 million, consisting of a $20 million term loan facility and a $170 million revolving line of credit. On October 2, 2006, the Company
borrowed the full $20 million under the term loan and an additional $23 million under the revolving line of credit. The proceeds were used to pay the $40.0
million cash portion of the repurchase of the 10,584,000 shares of common stock owned by Interpool and to repay the remaining $3.0 million balance on the
outstanding subordinated note issued in April 1998 by the Company to Interpool.
The interest rates under the senior secured credit facility vary depending upon whether the loans are characterized as base rate loans or Eurodollar rate loans. At
December 31, 2006 the interest rates were 7.32% for the revolving credit facility and 7.57% for the term loan. In addition, there is a commitment fee on the
unused amount of the total commitment, payable quarterly in arrears. The amended senior secured credit facility provides that swing line loans (up to $10.0
million in the aggregate) and standby letters of credit (up to $15.0 million in the aggregate) will be available to the Company. These sub-limits are part of, and not
in addition to, the total commitment of $170 million under the revolving credit portion of the senior secured credit facility. As of December 31, 2006, the
Company had $73 million in availability under the revolving credit facility provided there was sufficient collateral. The entire amount of the facility drawn at any
time plus accrued interest and fees is callable on demand in the event of certain specified events of default. In addition to certain financial covenants, the credit
facility requires the Company to obtain the consent of existing lenders prior to entering into future borrowings or paying dividends to stockholders.
As of December 31, 2006, the revolving line of credit and term loan had a balance of $97.0 million and $18.75 million, respectively. The term loan is payable in
equal quarterly installments of $1.25 million
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commencing on December 29, 2006. Interest expense recorded relating to the amended senior secured credit facility (including term loan) for the fourth quarter
and year ended December 31, 2006 was $2.3 million. Interest expense relating to the prior senior secured credit facility for the years ended December 31, 2004
and 2005 and the nine months ended September 30, 2006 was $3.2 million, $4.4 million and $2.8 million, respectively.
The amended senior secured credit facility terminates September 30, 2010 and contains various financial and other covenants. As of December 31, 2006, the
Company was in compliance with these covenants.
(b)

Subordinated Convertible Note Payable

On October 1, 2006, the Company issued a convertible subordinated promissory note for $37.5 million in connection with the Company’s repurchase of
10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool, for $77.5 million (see Note 3). The balance of $40.0 million was paid in cash. In
addition, the Company paid the remaining $3.0 million balance of the outstanding subordinated note originally issued in April 1998 by the Company to Interpool.
Financing for the transaction was obtained from a line of credit and term loan facility provided by a group of banks under an amended agreement signed on
September 29, 2006 (see preceding paragraph (a) above). The note matures on October 30, 2010 and bears an initial interest rate of 7.87% per annum for the 6month period ending March 31, 2007. The interest rate increases by one percentage point (1.0%) after each subsequent six-month period until paid in full. The
note provides Interpool with an option to convert the obligation into shares of the Company’s common stock at anytime after October 1, 2008, at the following
conversion price:
a. At anytime prior to the fifteenth (15th) business day after the completion of an initial public offering by the Company, the conversion price shall be $7.32
per share of common stock or conversion of the $37.5 million note into 5,121,480 shares of our common stock.
b. At any time on or after the fifteenth (15th) business day after the completion of an initial public offering by the Company, the conversion price shall be
$5.53 per share of common stock or conversion of the $37.5 million note into 6,785,520 shares of our common stock.
Interest expense relating to the convertible subordinated note for the quarter ended December 31, 2006 was $1.1 million. The note is subordinated to the
Company’s $20.0 million term loan facility and $170.0 million revolving line of credit and is secured by a second priority lien on the Company’s assets. The
agreement relating to the note contains various financial and other covenants. As of December 31, 2006, the Company was in compliance with these covenants.
(c)

Subordinated Note Payable to Affiliate

During April 1998, the Company entered into a subordinated debt agreement with Interpool for $33.7 million. The interest rate on the subordinated debt was
fixed at 10.5%, with interest paid quarterly. This subordinated debt had a balance of $16.8 million at December 31, 2005 and a remaining balance of $3.0 million
when it was paid off on October 2, 2006 in connection with the Company’s repurchase of all shares of CAI common stock owned by Interpool (see Note 3).
Interest expense recorded on this subordinated debt was $3.6 million and $2.5 million for the years ended December 31, 2004 and 2005, respectively, and $0.6
million for the period from January 1, 2006 through September 30, 2006. Interpool is no longer an affiliate of CAI as a result of the stock repurchase transaction.
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(d)

Maturities

Principal maturities of all long-term debt are as follows (in thousands):
Principal

Year ending December 31:
2007
2008
2009
2010
(8)

$

5,000
5,000
5,000
138,250
$ 153,250

Income Taxes

Income tax expense comprises the following for the periods indicated (in thousands):
Predecessor
Year Ended
December 31,
2004

Current income taxes
Federal
State
Foreign

$

Deferred income taxes
Federal
State
Foreign

Total income tax expense
F-20

24
(5)
32

2005

$

21
1
58

Nine Months
Ended
September 30,
2006

Successor
Three
Months
Ended
December 31,
2006

$

$

5,083
357
11
5,451

2,851
142
48

51

80

5,739
350
9

5,984
251
62

746
(378)
37

103
4
(29)

6,098

6,297

405

78

$6,149

$6,377

$

5,856

3,041

$

3,119
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The reconciliation between the Company’s income tax expense and the amounts computed by applying the U.S. federal income tax rate of 34% to pretax income
for the years ended December 31, 2004 and 2005 and 35% for the nine months ended September 30, 2006 and the three months ended December 31, 2006 are as
follows (in thousands):
Predecessor
Year Ended
December 31,

Computed expected tax expense
Nondeductible stock-based compensation
Other permanent differences
Increase (decrease) in income taxes resulting from:
State income tax expense, net of effect on federal liability
Foreign income taxed at different rates

2004

2005

$5,229
546
64

$5,564
611
(25)

325
(15)
$6,149

Nine Months
Ended
September 30,
2006

Successor
Three
Months
Ended
December 31,
2006

$

$

288
(61)
$6,377

5,677
—
19

2,923
—
62

184
(24)
$

95
39

5,856

$

3,119

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities as of December 31 are presented
below (in thousands):
2005

Deferred tax assets:
Bad debt allowance
Accrued vacation pay
Unearned revenue
Passive loss carry forwards
Gross deferred tax assets
Deferred tax liabilities:
Intangible assets
Depreciation and amortization
Foreign deferred tax liabilities
Net deferred tax liability

$

984
48
221
14,004
15,257

—
35,990
71
$ 20,804

2006

$

600
48
267
—
915

2,673
21,747
80
$ 23,585

At of December 31, 2006, the Company had no federal and state passive activity loss carryforwards to offset future taxable income.
(9)

Related Party Transactions

Prior to October 1, 2006, Interpool was a related party when it owned 50% of the Company’s outstanding common stock and was represented on CAI’s board of
directors. During the years ended December 31, 2004 and 2005, and nine-months ended September 30, 2006, the Company earned management fee revenue of
$1.8 million, $2.0 million, and $0.7 million, respectively, for managing containers in Interpool’s fleet. In 2004, Interpool paid the Company $2.0 million to
reconcile revenue
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attributable to the containers we managed for Interpool as compared to our owned fleet. The Company recognized the payment received with the resolution of
this matter as lease revenue attributable to the Company’s owned containers.
During the years ended December 31, 2004 and 2005, and nine-months ended September 30, 2006, the Company earned agency fees of $120,000, $120,000, and
$50,000 respectively, for managing Interpool’s Japan fleet and $50,000, $100,000, and $17,000, respectively, for billing and collection fees.
As of December 31, 2005, the Company had subordinated debt due to Interpool of $16.8 million. In addition, at December 31, 2005, the Company had amounts
due to Interpool of $6.8 million related to managed fleet activities and accounts receivable of $70,000, included in related party receivable. The subordinated debt
was paid off on October 2, 2006 in conjunction with the Company’s repurchase of 10,584,000 shares of CAI’s common stock then owned by Interpool (see Note
3). Interpool ceased being a related party when the repurchase agreement was signed on October 1, 2006.
As of December 31, 2005 and 2006, two Company executives owed a total of $128,000 to the Company for golf membership for both years. These amounts bear
no interest or due dates and are included in related party accounts receivable.
During 1998, the Company made loans of $0.9 million to three employees of the Company for the purchase of Series A cumulative redeemable convertible
preferred stock. The fixed interest rate on these loans is 10.5%. As of December 31, 2005 and 2006, $0.6 million of principal and $0.5 million and $0.6 million,
respectively, of cumulative interest related to these loans, recognized in conjunction with the treatment of the preferred stock purchased with a note as a stock
option, was owed to the Company. The loans are shown as a deduction from the Series A cumulative redeemable convertible preferred stock presented in
temporary equity. Payment of principal shall be due on the earlier to occur of (i) the conversion of the Series A cumulative redeemable convertible preferred stock
securing these loans; or (ii) the redemption by the Company of the Series A cumulative redeemable convertible preferred stock securing these loans. (Please see
note 10 for further details).
(10) Preferred Stock
In May 1998, Series A cumulative redeemable convertible preferred stock was issued to certain employees (the Preferred Stockholders) as part of the Company’s
Executive Management Incentive Program (note 18). Dividends accrue on the preferred stock at 10.5% per annum but are not payable until declared by the board
of directors. No dividends have been declared or paid as of December 31, 2006. The preferred stock is redeemable, at the sole option of the Company, at any time
following the first to occur of (i) the date any Preferred Stockholder ceases to be an employee of the Company for any reason, or (ii) May 15, 2008. The
redemption price for the preferred shares is the greater of the original issue price of the preferred shares, plus accrued and unpaid dividends, or the book value of
the common stock that the preferred stock would be convertible into. A liquidity event is defined as an initial public offering (IPO) of the Company’s common
stock, or as a sale of a majority of the common stock or assets of the Company, to a person or persons other than the Executive Chairman or Interpool. At the time
a liquidity event occurs, the preferred stock is convertible into an equal number of shares of the Company’s common stock.
If the common stock of the Company owned by Mr. Ogawa (the Executive Chairman of the Company) is sold in one or a series of related transactions (a Partial
Sale) each Preferred Stockholder shall have a
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“put” redemption right and the Company shall have a “call” redemption right for the Preferred Stock, each exercisable within 15 days of the Partial Sale. The
put/call shall be for the fair market value of the common stock into which the Preferred Stock would be converted if a liquidity event occurred. The put/call price
may be paid (in the discretion of the Company) either in cash or in the type of consideration received by Mr. Ogawa under the Partial Sale. On February 16, 2007,
Mr. Ogawa sold 1,691,760 of his 10,584,000 shares of the Company’s common stock to DBJ Value Up Fund (“DBJ”), representing approximately 14.96%
beneficial ownership in the Company, after giving effect to the conversion of the Series A cumulative redeemable convertible preferred stock into common stock.
The sale of the common stock to DBJ is considered a Partial Sale; however, there was no exercise of the put/call option by either party.
As of all periods presented, the Company believes that the event that triggers the put right is probable of occurring. As redemption is considered probable, the
Preferred Stock is accreted to its redemption value. The redemption value is based on fair value and, as such, the Preferred Stock is accreted to fair value at each
reporting date. Considerable judgment is required to determine the fair value of our Preferred Stock as, to date, there has been no public market on which our
preferred stock or common stock trades. We estimate the fair value of our Preferred Stock by using a combination of the income and market approaches. In
determining the fair value of the Preferred Stock, we are required to make estimates of future operating trends and resulting cash flows and judgments on discount
rates. In certain time periods where an arm’s length sale of a material number of shares occurs, such as occurred on the date of the Interpool transaction on
October 1, 2006, we will take into account the fair value of the Common Stock represented in the transaction and adjust the value of the Preferred Stock
accordingly. The accretion was $0.6 million and $0.7 million for the years ended December 31, 2004 and 2005, respectively. For the nine months ended
September 30, 2006 there was a decretion of $1.5 million resulting from a revised estimate of the fair value of the Preferred Stock at the time of the Interpool
transaction on October 1, 2006.
(11) Stockholders’ Equity
Prior to October 1, 2006, the Company had two principal stockholders, each of whom beneficially owned 50.0% of the Company’s outstanding common stock.
These shareholders were the Company’s founder and then Chief Executive Officer (now Executive Chairman), Hiromitsu Ogawa and Interpool. On October 1,
2006, the Company repurchased 10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool for $77.5 million. The repurchase resulted in an
increase in the percentage of common stock held by the Company’s Executive Chairman, Hiromitsu Ogawa, from 50.0% to 100.0% (see Note 3). Also see
note 10 regarding the sale of common stock from Mr. Ogawa to DBJ.
(12) 401(k) Plan
The Company established a 401(k) plan in January 1995 for certain eligible employees. Company contributions to this plan are entirely at the Company’s
discretion. There was no contribution made in 2004 or 2005. During 2006, the Company made a one-time contribution of $53,000 to the plan.
(13) Fair Value of Financial Instruments
The carrying amount reported in the consolidated balance sheets for cash, accounts receivable, and accounts payable approximates fair value because of the
immediate or short-term maturity of these financial instruments. The carrying amount reported for the bank debt approximates fair value because the
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underlying instruments are at variable rates that reprice frequently. The fair value of the subordinated note payable is not determinable. The fair value of the
subordinated convertible note approximates fair value.
(14) Commitments and Contingencies
CAI utilizes certain office facilities and office equipment under noncancelable operating lease agreements which generally have original terms of up to five years.
The Company has 6,500 20-foot equivalent units (TEUs) of containers under noncancelable operating leases at December 31, 2006.
Future minimum lease payments required under noncancelable operating leases having an original term of more than one year as of December 31, 2006 are as
follows (in thousands):

Year ending December 31:
2007
2008
2009
2010
2011 and thereafter

Office facilities
and equipment

Container
equipment

$

$ 1,474
103
—
—
—
$ 1,577

$

991
847
697
546
—
3,081

In addition to operating leases, the Company also has a capital lease obligation on containers with $525,000 due in 2007 and $31,000 due in 2008.
Office facility expense for the years ended December 31, 2004, 2005 and the nine months ended September 30, 2006 and the three months ended December 31,
2006, was $0.8 million, $1.0 million, $0.7 million and $0.2 million, respectively, which is included in marketing, general and administrative expense in the
statements of income.
As of December 31, 2005 and 2006, the Company has one outstanding letter of credit of $0.3 million that guarantees the Company’s obligations under certain
operating lease agreements.
In the ordinary course of business, the Company executes contracts involving indemnifications standard in the industry and indemnifications specific to a
transaction such as an assignment and assumption agreement. These indemnifications might include claims related to tax matters, governmental regulations, and
contractual relationships. Performance under these indemnities would generally be triggered by a breach of terms of the contract or by a third-party claim. The
Company regularly evaluates the probability of having to incur costs associated with these indemnifications and as of December 31, 2006 there were no claims
outstanding under such indemnifications nor does the Company believe any future claims are probable of occurring.
The Company has not provided any guarantees to any container investors.
We entered into an employment agreement with Mr. Ogawa effective November 1, 2006 in connection with his position as our Executive Chairman. The
employment agreement is for a term of two years from
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the effective date of this offering, unless the agreement is terminated earlier for death, disability, company insolvency, “cause” or “good reason.” In addition,
Mr. Ogawa may terminate the agreement with 30 days’ notice anytime after the one-year anniversary of the effective date of this offering. Mr. Ogawa is entitled
to receive non-equity incentive plan compensation up to 100% of his salary if we achieve certain percentages of our budgeted pretax profit in a specific fiscal
year.
We entered into an employment agreement with Mr. Nishibori effective November 1, 2006 in connection with his position as our President and Chief Executive
Officer. The employment agreement is effective until October 31, 2008 and automatically renews for additional two-year periods, unless the agreement is
terminated earlier by us for death, disability, company insolvency or “cause,” by Mr. Nishibori for “good reason” or by either party with at least 90 days’ written
notice prior to the end of the term. As long as the convertible subordinated note held by Interpool is outstanding, Mr. Nishibori will be entitled to receive a cash
bonus of up to 40% of his salary if we achieve certain percentages of our budgeted pretax profit in a specific fiscal year. If the Interpool note is repaid,
Mr. Nishibori will be entitled to receive a cash bonus of up to 100% of his salary if we achieve certain percentages of our budgeted pretax profit in a specific
fiscal year.
We entered into an employment agreement with Mr. Garcia effective November 1, 2006 in connection with his position as our Senior Vice President and Chief
Financial Officer. The employment agreement is effective until October 31, 2009 and automatically renews for additional two-year periods, unless the agreement
is terminated earlier by us for death, disability, company insolvency or “cause,” by Mr. Garcia for “good reason” or by either party with at least 90 days written
notice prior to the end of the term. In addition to being eligible for discretionary cash bonuses, Mr. Garcia’s employment agreement provides that upon
completion of an equity offering, Mr. Garcia will receive a cash bonus of up to $100,000 on November 1, 2007 and on each of the following three anniversaries
of that date, so long as he remains employed by the Company on such dates. Mr. Garcia may also become entitled to an annual cash bonus of up to 40.0% of his
base salary. This bonus is tied, in part, to the achievement of the Company’s annual earnings goals.
(15) Segment Information
The Company operates in one industry segment, container leasing, but has two reportable business segments; container leasing and container management.
The container leasing segment derives its revenue via the ownership and leasing of containers to container shipping lines.
The container management segment derives its revenue from management fees earned from portfolios of containers and associated leases which are managed on
behalf of container investors. It also derives revenue from the sale of containers, previously owned by the Company, to container investors who in turn enter into
management agreements with the Company.
There are no inter-segment revenues.
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The following tables show segment information for the Successor for the quarter ended December 31, 2006, and for the predecessor Company for the nine
months ended September 30, 2006, and for the years ended December 31, 2005 and 2004 respectively, reconciled to the Company’s income before taxes as shown
in its consolidated statements of income (in thousands). The Company makes its management decisions based on pre tax income, and as such does not allocate
income tax expense/benefit to its segments. Also, stock-based compensation is not associated with the relative performance of the segments, and as such has been
classified as an unallocated expense:
Container
Leasing

Successor

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income before income taxes
Income tax expense
Net income (loss)

$

$

Total assets

9,383
—
—
267
9,650
2,360
127
81
(747)
395
779
1,004
3,999
3,715
—
3,715
1,936
—
1,936

$217,693
F-26

Three Months Ended December 31, 2006
Container
Management
Unallocated

$

Total

$

—
—
—
—
—
—
—
—
—
—
—
—
—
—
(20)
(20)
20
3,119
$ (3,099)

$

$

—
3,569
5,392
—
8,961
—
180
—
—
—
—
2,385
2,565
—
—
—
6,396
—
6,396

$

65,307

$

$283,000

—

9,383
3,569
5,392
267
18,611
2,360
307
81
(747)
395
779
3,389
6,564
3,715
(20)
3,695
8,352
3,119
$ 5,233
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Container
Leasing

Predecessor

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Depreciation of container rental equipment
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income before income taxes
Income tax expense
Net income (loss)
Total assets

Nine Months Ended September 30, 2006
Container
Management
Unallocated

$ 24,228
—
—
927
25,155
9,653
270
(804)
1,187
2,411
2,438
15,155
4,183
—
4,183
5,817
—
$ 5,817

$

$181,692
Container
leasing

Total

$

$

—
8,530
8,365
—
16,895
—
—
—
—
—
6,529
6,529
—
—
—
10,366
—
10,366

—
—
—
—
—
—
—
—
—
—
—
—
—
(37)
(37)
37
5,856
$ (5,819)

$ 24,228
8,530
8,365
927
42,050
9,653
270
(804)
1,187
2,411
8,967
21,684
4,183
(37)
4,146
16,220
5,856
$ 10,364

$

25,942

$

$207,634

—

Year ended December 31, 2005
Container
management
Unallocated

Total

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Depreciation of container rental equipment
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income (loss) before income taxes
Income tax expense
Net income (loss)

$ 39,614
—
—
829
40,443
14,764
572
(1,166)
6,875
3,853
3,466
28,364
7,798
—
7,798
4,281
—
$ 4,281

$

—
11,230
9,913
—
21,143
—
—
—
—
—
7,287
7,287
—
—
—
13,856
—
$ 13,856

$

—
—
—
—
—
—
—
—
—
—
1,798
1,798
—
(27)
(27)
(1,771)
6,377
$ (8,148)

$ 39,614
11,230
9,913
829
61,586
14,764
572
(1,166)
6,875
3,853
12,551
37,449
7,798
(27)
7,771
16,366
6,377
$ 9,989

Total assets

$164,452

$ 16,209

$

$180,661
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Container
leasing

Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Depreciation of container rental equipment
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Interest expense
Interest income
Net interest expense
Income (loss) before income taxes
Income tax expense
Net income (loss)
Total assets

Year ended December 31, 2004
Container
management
Unallocated

Total

$ 45,855
—
—
602
46,457
15,545
275
(718)
10,636
6,164
3,824
35,726
7,651
—
7,651
3,080
—
$ 3,080

$

—
6,809
13,420
—
20,229
—
—
—
—
—
6,352
6,352
—
—
—
13,877
—
$ 13,877

$

—
—
—
—
—
—
—
—
—
—
1,607
1,607
—
(28)
(28)
(1,579)
6,149
$ (7,728)

$ 45,855
6,809
13,420
602
66,686
15,545
275
(718)
10,636
6,164
11,783
43,685
7,651
(28)
7,623
15,378
6,149
$ 9,229

$164,509

$ 17,449

$

$181,958

—

The Company’s container lessees use containers for their global trade utilizing many worldwide trade routes. The Company earns its revenue from international
carriers when the containers are in use and carrying cargo around the world. Substantially all of the Company’s leasing related revenue is denominated in
U.S. dollars. As all of the Company’s containers are used internationally, where no one container is domiciled in one particular place for a prolonged period of
time, all of the Company’s long-lived assets are considered to be international with no single country of use.
(16) Credit Concentration
The container leases and trade receivables subject the Company to potential credit risk. The Company extends credit to its container lessees based upon an
evaluation of the container lessee’s financial condition and credit history. No single container lessee in any of the years represented greater than 10% of total
revenue.
In our container management segment, for years ended 2004 and 2005, one container investor represented 16.1% and 10.2% of our total revenue, respectively.
For the nine months ended September 30, 2006, two container investors represented 12.7% and 10.1%, respectively, of total revenue and for the three months
ended December 31, 2006 two customers represented 18.2% and 12.9%, respectively, of total revenue.
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(17) Earnings per Share
Basic earnings per share is computed by dividing income available to common shareholders by the weighted average number of common shares outstanding for
the period. Diluted earnings per share reflect the potential dilution that would occur if securities or other contracts to issue common stock were exercised or
converted into common stock; however, potential common equivalent shares are excluded if their effect is anti-dilutive.
The following table sets forth the reconciliation of basic and diluted net income per share for the predecessor Company for the years ended December 31, 2004
and 2005, and the nine months ended September 30, 2006 and for the successor Company for the three months ended December 31, 2006 (in thousands, except
per share data). Diluted net income per share assumes conversion of convertible subordinated note payable and preferred stock purchased with cash to common
stock using the “if-converted” method and the treasury stock method for preferred shares purchased with notes and accounted for as stock options:
Predecessor
Year Ended
December 31,

Numerator:
Net income available to common stockholders used in calculation of
basic earnings per share
Interest expense on $37.5 million convertible note, net of tax
Accretion (decretion) of preferred stock
Net income used in calculation of diluted earnings per share

Successor
October 1, 2006
through
December 31,
2006

2004

2005

$ 8,588
—
—

$ 9,276
—
—

$

11,828
—
(1,464)

$

5,227
689
6

$ 8,588

$ 9,276

$

10,364

$

5,922

21,168

21,168

Denominator:
Weighted average shares used in the calculation of basic earnings per
share
Effect of dilutive securities:
$37.5 million convertible note
Convertible preferred stock

—
—

Weighted average shares used in the calculation of diluted earnings
per share

—
—

21,168

Net income per share:
Basic
Diluted

January 1, 2006
through
September 30,
2006

$

0.41
0.41

21,168
$

0.44
0.44

$

21,168

10,584

—
567

5,121
565

21,735

16,270

0.56
0.48

$

In 2005 and 2004, 617,402 and 570,396 shares, respectively, of potential common stock and the add-back of $641,000 and $713,000 of accretion of preferred
stock for years ended December 31, 2005 and 2004, respectively, were excluded from the diluted net income per share calculation above because their effect
would have been anti-dilutive.
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(18) Executive Management Incentive Program
In May 1998, the Company issued options to certain key employees to purchase Series A cumulative preferred stock as part of the Company’s Executive
Management Incentive Program (the Program). The options had a term of five years and an exercise price of $1.18 per share and were exercised in June 1998.
The options were fully vested at the time of grant. At the time of grant, the exercise price was estimated to be equal to the fair value of the shares.
In connection with the Program, CAI made loans to the key employees of the Company receiving the preferred stock options to help finance the exercise of the
preferred stock options. In addition to the loans, the employees also invested their own cash to finance a portion of the preferred stock purchase. The interest rate
on the loans of 10.5% (fixed) was equal to the cumulative dividend rate on the preferred stock. Under the terms of the Program, the interest on the loans is not due
until the principal is repaid and there is no maturity date for the loans. The dividend on the preferred stock accumulates each year but is payable only upon
declaration by the board of directors and to date no dividends have been paid.
Under the provisions of APB 25, Accounting for Stock Issued to Employees, and related interpretations, the loan arrangement is deemed to be nonsubstantive and
the overall arrangement is deemed to be a stock option subject to variable accounting. As such, the Company is required to estimate the change in the fair value of
the preferred stock and to record compensation expense each period based on the intrinsic value of the award until a measurement date occurs. In measuring
intrinsic value, the exercise price is calculated as the principal due on the note plus cumulative interest. Stock-based compensation cost of $1.6 million and
$1.8 million has been recorded by the Company in the years ended December 31, 2004 and 2005, respectively. As discussed in note 2 (m) upon adoption of SFAS
123(R) stock compensation expense ended for the preferred shares issued under the Program.
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Schedule II
Valuation Accounts
Valuation Accounts
(in thousands)
Balance at
Additions
Beginning
Charged
of period
to Expense

Recovery

Deductions

Balance at
End of
Period

Predecessor
December 31, 2004
Accounts receivable, allowance for doubtful accounts

1,918

695

—

—

2,613

December 31, 2005
Accounts receivable, allowance for doubtful accounts

2,613

771

—

(622)

2,762

September 30, 2006
Accounts receivable, allowance for doubtful accounts

2,762

383

—

(912)

2,233

$ 2,233

110

—

(1,298)

1,045

1,045

211

—

—

1,256

Successor
October 1 to December 31, 2006
Accounts receivable, allowance for doubtful accounts
December 31, 2006 to March 31, 2007 (unaudited)
Accounts receivable, allowance for doubtful accounts
F-31

Table of Contents
CAI INTERNATIONAL, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except share information)
December 31,
March 31,
2006
2007
(UNAUDITED)

ASSETS
Cash
Accounts receivable (owned fleet), net of allowance for doubtful accounts of $1,045 and $1,256 at December 31, 2006 and March 31, 2007, respectively
Accounts receivable (managed fleet)
Related party receivables
Current portion of direct finance leases
Deposits, prepayments and other assets
Deferred tax assets
Total current assets
Container rental equipment, net of accumulated depreciation of $93,633 and $91,157 at December 31, 2006 and March 31, 2007, respectively
Net investment in direct finance leases
Furniture, fixtures and equipment, net of accumulated depreciation of $290 and $323 at December 31, 2006 and March 31, 2007, respectively
Intangible assets, net of accumulated amortization of $307 and $ 615 at December 31, 2006 and March 31, 2007, respectively
Goodwill
Total assets

$

$

20,359
7,731
24,061
128
2,248
4,077
915
59,519
161,353
4,329
459
7,093
50,247
283,000

$

7,775
7,178
25,103
44
3,556
5,604
915
50,175
171,144
4,857
469
6,865
50,247
$ 283,757

3,585
15,276
21,650
740
5,000
525
30,788
77,564
97,000
13,750
37,500
24,500
31
250,345

$

LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’ EQUITY
Accounts payable
Accrued expenses and other current liabilities
Due to container investors
Unearned revenue
Current portion of long-term debt
Current portion of capital lease obligation
Rental equipment payable
Total current liabilities
Revolving line of credit
Term loan
Subordinated convertible note payable
Deferred income tax liability
Capital lease obligation
Total liabilities

$

Cumulative redeemable convertible preferred stock:
Series A 10.5% cumulative redeemable convertible preferred stock, no par value. Aggregate liquidation value $1,531 and $1,643 at December 31, 2006 and
March 31, 2007, respectively. Authorized 1,113,840 shares; issued and outstanding 724,920 shares at December 31, 2006 and March 31, 2007
Note receivable on preferred stock
Stockholders’ equity:
Common stock, no par value. Authorized 84,000,000 shares; issued and outstanding 10,584,000 shares at December 31, 2006 and March 31, 2007
Accumulated other comprehensive income
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.
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6,072
(1,172)
4,900

$

1,260
95
26,400
27,755
283,000

3,185
9,462
20,465
747
5,000
292
32,959
72,110
101,000
12,500
37,500
24,372
—
247,482

11,660
(1,188)
10,472
1,260
103
24,440
25,803
$ 283,757
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CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data)
Predecessor
Three Months
Ended
March 31, 2006

Successor
Three Months
Ended
March 31, 2007
(UNAUDITED)

Revenue:
Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Operating expenses:
Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Operating income
Interest expense
Interest income
Net interest expense
Income before income taxes
Income tax expense
Net income
Decretion/(accretion) of preferred stock
Net Income (loss) available to common stockholders

$

Net income (loss) per share:
Basic
Diluted
Weighted average shares outstanding:
Basic
Diluted

8,062
2,574
1,932
307
12,875

F-33

7,880
3,419
2,895
319
14,513

$

3,367
—
237
(147)
396
667
3,349
7,869
5,006
1,605
(9)
1,596
3,410
1,231
2,179
488
2,667

$

1,690
308
119
(1,005)
395
671
3,302
5,480
9,033
3,239
(9)
3,230
5,803
2,191
3,612
(5,572)
(1,960)

$
$

0.13
0.10

$
$

(0.19)
(0.19)

21,168
21,772

See accompanying notes to consolidated financial statements.

$

10,584
10,584
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CONSOLIDATED STATEMENTS OF CASH FLOW
(in thousands)
Predecessor
Three Months
Ended
March 31, 2006

Successor
Three Months
Ended
March 31, 2007
(UNAUDITED)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Depreciation
Amortization of debt issuance costs
Amortization of intangible assets
Impairment of container rental equipment
Gain on sale of container portfolios
Gain on disposition of used container equipment
Deferred income taxes
Provision for doubtful accounts
Changes in other operating assets and liabilities:
Accounts receivable
Related party accounts receivable
Deposits, prepayments and other assets
Accounts payable and accrued expenses
Due to container investors
Unearned revenue
Amounts due to affiliate
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Purchase of containers
Net proceeds from sale of container portfolios
Net proceeds from disposition of used container equipment
Purchase of furniture, fixtures and equipment
Receipt of principal payments from direct financing leases
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from bank debt
Principal payments made on bank debt
Principal payments made on subordinated note payable
Net cash (used in) provided by financing activities
Effect on cash of foreign currency translation
Net increase (decrease) in cash
Cash at beginning of the period
Cash at end of the period
Supplemental disclosure of cash flow information:
Cash paid during the period for:
Income taxes
Interest

$

$

$

See accompanying notes to consolidated financial statements.
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2,179

$

3,612

3,392
107
—
237
(1,932)
(147)
2
113

1,725
113
308
119
(2,895)
(1,005)
(128)
211

310
(31)
1,614
1,196
186
(54)
(271)
6,901

(700)
84
(1,721)
(6,478)
(1,185)
7
—
(7,933)

(10,754)
17,018
2,668
(12)
1,108
10,028

(37,215)
24,908
4,116
(44)
826
(7,409)

6,000
(19,000)
(1,683)
(14,683)
(14)
2,232
7,573
9,805

26,000
(23,250)
—
2,750
8
(12,584)
20,359
7,775

26
2,047

$

$

9,515
2,924
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2007 and 2006
(1)

The Company and Nature of Operations

CAI International, Inc. (CAI or the Company) was originally incorporated under the name Container Applications International, Inc. in the state of Nevada on
August 3, 1989. On February 2, 2007, the Company was reincorporated under its present name in the state of Delaware. The Company operates in the
international intermodal marine cargo container leasing business. Within this single industry sector, the Company generates revenue from two reportable
segments: container leasing and container management. The container leasing segment specializes primarily in the ownership and leasing of intermodal dry
freight standard containers, while the container management segment manages containers for container investors. The Company leases its containers principally
to international container shipping lines located throughout the world. The Company sells containers primarily to investor groups and provides management
services to those investors in return for a management fee.
On January 4, 2007, the Company invested approximately $400,000 in cash for an 80% interest in CAIJ, an entity incorporated in Japan to facilitate the
structuring and arrangement of container fund investments in Japan.
On April 23, 2007, the Company’s board of directors approved a 420:1 stock split to be granted to stockholders of record at that date. All share and per share data
in the consolidated financial statements have been adjusted to reflect the stock split.
The Company’s headquarters are located in San Francisco, California.
(2)

Summary of Significant Accounting Policies
(a)

Basis of Accounting and Principles of Consolidation

The Company utilizes the accrual method of accounting.
The consolidated financial statements include the financial statements of the Company, its wholly owned subsidiaries: Container Applications International
Corporation—Tokyo (CAI TK), Container Applications International (U.K.) Ltd., Sky Container Trading, Ltd., Sky Domestic Container Leasing, Ltd. and
Container Applications International Corporation—Malaysia; and our 80% owned subsidiary, CAIJ. All significant intercompany balances and transactions have
been eliminated in consolidation.
Certain information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally accepted in
the United States of America have been condensed or omitted. The accompanying unaudited interim financial statements should be read in conjunction with the
audited consolidated financial statements and notes thereto for the fiscal years ended December 31, 2005 and 2006.
In the opinion of management, the accompanying unaudited consolidated financial statements contain all adjustments (consisting of only normal and recurring
adjustments) necessary to present fairly our financial position as of March 31, 2007, and the results of our operations and cash flows for the three- month periods
ended March 31, 2006 and 2007. The results of operations and cash flows for the three- month periods ended March 31, 2006 and 2007, are not necessarily
indicative of the results of operations or cash flows which may be reported for the remainder of 2007.
Prior to October 1, 2006, the Company had two principal stockholders, each of whom beneficially owned 50.0% of the Company’s outstanding common stock.
These stockholders were the Company’s
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founder and then Chief Executive Officer (now Executive Chairman), Hiromitsu Ogawa and Interpool Inc. (Interpool). On October 1, 2006, the Company
repurchased 10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool for $77.5 million (the “Interpool Transaction”). The Company paid
Interpool $40.0 million in cash and issued a convertible subordinated promissory note for the $37.5 million balance. The repurchase resulted in an increase in the
percentage of common stock held by Mr. Ogawa, from 50.0% to 100.0%. In connection with the Interpool Transaction the Company applied pushdown
accounting in accordance with Staff Accounting Bulletin No. 54 (SAB No. 54) and accounted for the purchase as a step acquisition in accordance with Statement
of Financial Accounting Standards No. 141, Business Combinations (SFAS No. 141). Accordingly, the Company valued its assets and liabilities as of
October 1, 2006 and recognized goodwill of $50.2 million and intangible assets of $7.4 million as a result of such valuation (see Notes 3 and 4). Due to the
application of pushdown accounting and step acquisition accounting in the Company’s financial statements, the Company’s financial condition and results of
operations after October 1, 2006 will not be comparable in some respects to the Company’s financial condition and results of operations reflected in the
Company’s historical financial statements as of dates or for periods ended prior to October 1, 2006. The consolidated balance sheet and consolidated statement of
income and cash flows prior to October 1, 2006, the period ended March 31, 2006 presented herein, refer to the Predecessor company and this period is referred
to as the pre-repurchase period, while the consolidated balance sheets and consolidated statements of income and cash flows on and subsequent to October 1,
2006, the balance sheets as of December 31, 2006 and March 31, 2007 and period ended March 31, 2007 refer to the Successor company and the period is
referred to as the post-repurchase period. A black line has been drawn between the accompanying financial statements to distinguish between the pre-repurchase
and post-repurchase periods.
(b)

Use of Estimates

Certain estimates and assumptions were made by the Company’s management that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting periods. Significant
items subject to such estimates and assumptions include revenue recognition, the carrying amount of container equipment, the residual values and lives of
container equipment, impairment of goodwill and intangible assets, the valuation of the cumulative redeemable preferred stock for accretion purposes and
valuation allowances for receivables. Actual results could differ from those estimates.
(c)

Container Rental Equipment

Prior to October 1, 2006, the Company depreciated container rental equipment over an estimated useful life of 12.5 years (using the straight-line method) to fixed
residual values of $645 for 20’, $795 for 40’ and $805 for 40’ high cubes. For the period starting October 1, 2006 and thereafter, the Company revised its estimate
of residual values to $850 for 20’, $950 for 40’ and $1,000 for 40’ high cubes. The change in residual value was a primary reason for the reduction of $1.7 million
in the Company’s depreciation expense for the three months ended March 31, 2007 compared to the same period in the prior year. The estimated life of the
containers remained unchanged at 12.5 years. Management’s decision to change the residual values of container equipment is based on higher sales prices of
older used containers over the past three years and expectation of similar values in future periods. The Company will reassess its estimate of residual value and
useful life of containers in the future for possible adjustments to those estimates.
The estimated useful life for all other containers remains at 15 years with a residual value of 15% of their original cost.
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(d)

Impairment of Long-Lived Assets

In accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, the Company’s container rental equipment is reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to be held
and used is measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash flows expected to be generated by the asset. If the
carrying amount of an asset exceeds its estimated future undiscounted cash flows, an impairment charge is recognized for the amount by which the carrying
amount of the asset exceeds the fair value of the asset. Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell, and
are no longer depreciated.
For the quarters ended March 31, 2006 and 2007, the Company recorded impairment losses of $237,000 and $119,000, respectively, on container rental
equipment identified for sale.
(e)

Goodwill and Intangible Assets

Goodwill represents the excess of purchase price over the fair value of net assets acquired in a business combination accounted for using the purchase method.
Goodwill acquired in a purchase business combination is not amortized, but instead tested for impairment at least annually in accordance with the provisions of
FASB Statement No. 142, Goodwill and Other Intangible Assets. On October 1, 2006, the Company recorded goodwill of $50.2 million and intangible assets of
$7.4 million resulting from the application of push down accounting under SFAS No. 141 in connection with the Company’s repurchase of its common shares of
stock held by Interpool (see Note 3). The purchase price for the incremental ownership the Company acquired from Interpool was based on forecasts and
assumptions made on our future cash flows. Management has determined that the Company is comprised of two reporting units, container leasing and container
management, and has allocated $13.8 million and $36.4 million of goodwill, respectively, to each segment. The allocation of the purchase price is based on the
expected future cash flow contribution of each segment and goodwill for each reporting unit was determined as the difference between the allocated purchase
price and the fair value of the net assets of each reporting unit. Intangible assets allocated to the container leasing and container management reporting units, net
of accumulated amortization, are $2.4 million and $4.5 million, respectively, as of March 31, 2007. Intangible assets have been allocated either directly to the
relevant unit or on the expected future cash flow contribution of each segment.
Impairment of goodwill is tested at the reporting unit level annually or more frequently if an event or circumstance occurs that would more likely than not reduce
the fair value of a reporting unit below its carrying amount. Factors that would suggest a possible impairment include, but are not limited to, material customer
losses, an adverse change in the business climate, an adverse action or assessment by a regulator, unanticipated competition or a loss in key personnel.
The impairment test is conducted by comparing the reporting unit’s carrying amount, including goodwill, to the fair value of the reporting unit. We perform the
annual goodwill impairment test using a combination of the market and income approaches. If the carrying amount of a reporting unit exceeds its fair value, an
indication of goodwill impairment exists and a second step is performed to measure the amount of impairment loss, if any. In the application of the impairment
testing, we are required to make estimates of future operating trends and resulting cash flows and judgments on discount rates and other variables. Actual future
results and other assumed variables could differ from these estimates. If goodwill
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is impaired we will record an impairment charge, which will result in a decrease in net income or an increase in net loss.
Although management currently believes that the estimates used in the evaluation of goodwill and other intangibles are reasonable, differences between actual
and expected revenue, operating results and cash flow could cause these assets to be deemed impaired. If impairment were to occur, the Company would be
required to charge to earnings the amount of the write-down in the value of such assets.
Intangible assets with definite useful lives are amortized over their estimated useful lives. The Company currently amortizes intangible assets on a straight-line
basis over their estimated useful lives as follows:
Trademarks
Software
Contracts—third party
Contracts—owned equipment
(f)

10 years
3 years
7 years
5 years

Income Taxes

Income taxes are accounted for using the asset-and-liability method as specified under SFAS No. 109, Accounting for Income Taxes. Under this method, deferred
income taxes are recognized for the future tax consequences of differences between the tax bases of assets and liabilities and their financial reporting amounts at
each year-end. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. Valuation allowances are established when it is more likely than not that deferred tax assets will not be
recovered.
In June 2006, the Financial Accounting Standards Board (“FASB”) issued FASB Interpretation No. (“FIN”) 48, “Accounting for Uncertainty in Income Taxes,”
which clarifies the accounting for uncertainty in income taxes. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken, or expected to be taken, in a tax return. FIN 48 requires that the Company recognize in the financial
statements the impact of a tax position, if that position is more likely than not being sustained on audit, based on the technical merits of the position. FIN 48 also
provides guidance on derecognition, classification, interest and penalties, accounting in interim periods and disclosure. On January 1, 2007, the Company adopted
FIN 48. The implementation of FIN 48 neither resulted in additional tax expense for the quarter ended March 31, 2007 nor did it result in a cumulative adjustment
to retained earnings.
(g)

Revenue Recognition

The Company provides a range of services to its customers incorporating rental, sale and management of container equipment. Revenue for all forms of service is
recognized when earned following the guidelines of SFAS No. 13, Accounting for Leases and Staff Accounting Bulletin No. 104 (SAB 104).
Container Rental Revenue
Container rental revenue arises from renting containers owned by the Company to various shipping lines. Rental agreements are either leases with a fixed term of
between one and eight years or short-term master lease agreements where there is no term and the equipment can be returned at any time without
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penalty. Revenue is recorded on an accruals basis for master lease agreements as these agreements have no fixed term. For long-term leases, revenue is recorded
on a straight-line basis when earned according to the terms of the container rental contracts. These contracts are classified as operating leases. Early termination
of the container rental contracts subjects the lessee to a penalty, which is included in container rental revenue upon such termination.
Included in container rental revenue is revenue consisting primarily of fees charged to the lessee for handling, delivery, repairs, and fees relating to the
Company’s damage protection plan, which are recognized as earned.
Management Fee Revenue and Gain on Sale of Container Portfolios
In addition to renting containers, the Company sells leased container portfolios to investor groups. After the date of sale the Company generally manages the
container assets sold to the investor group. As these are arrangements with multiple deliverables, the Company evaluates the arrangements under Emerging Issues
Task Force Issue No. 00-21, Revenue Arrangements with Multiple Deliverables (EITF 00-21) which addresses accounting for multiple element arrangements.
The Company has determined that the two deliverables under the arrangements, the sale of the container and the management services, are separate units of
accounting, thus revenue is recognized in accordance with SAB 104 for each unit.
The Company recognizes revenue from management fees earned under equipment management agreements as earned on a monthly basis. Management fees are
typically a percentage of net operating income of each investor group’s fleet calculated on an accruals basis. Included in the Company’s balance sheet are
accounts receivable from the managed fleet which are uncollected lease billings related to managed equipment. With the exception of containers managed under
pooling agreements, all direct costs (storage, repairs, repositioning etc.) are charged to investors on a specific-identification basis or allocated basis. The
Company’s financial statements include accounts payable and accruals of expenses related to managed equipment. The net amount of rentals billed less expenses
payable and less management fees is recorded in amounts due to container investors or amounts due to affiliate on the balance sheet.
As described above, the Company periodically sells containers to container investors which are generally managed by the Company in return for a management
fee. A gain is calculated as the excess of sales proceeds over the net book value of the containers sold. The proceeds from sale of these container portfolios were
$17.0 million and $24.9 million for the three months ended March 31, 2006 and 2007, respectively.
(h)

Stock-Based Compensation

SFAS No. 123(R) Share Based Payment (SFAS 123(R)), establishes financial accounting and reporting standards for stock-based employee compensation plans.
SFAS No. 123(R) requires all entities to adopt a fair-value-based method of accounting for stock-based compensation plans in which compensation cost is
measured at the date the award is granted based on the value of the award and is recognized over the employee service period, for grants issued after the
Statement’s effective date. The effective date for the Company was January 1, 2006. No stock-based awards have been granted nor have any previously granted
awards vested since the effective date and, consequently, no compensation expense has been recognized for the quarters ended March 31, 2006 and 2007.
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The Company has not made any equity awards to any of its employees, directors or other service providers since 1998. In 2007, the Company’s board of directors
and its stockholders approved the 2007 Equity Incentive Plan (“Plan”) and reserved 721,980 shares of its common stock for issuance under the Plan. In
connection with the proposed share offering, the Company intends to make restricted stock grants consisting of an aggregate of 36,876 shares of our common
stock under the Plan to certain of its employees. These stock grants will be subject to vesting over three years. In addition, the Company intends to issue stock
options exercisable for up to an aggregate of 546,120 shares of its common stock upon the determination of the initial public offering price for the Company by
the underwriters. The stock options will vest over four years. The grant of equity awards under the Plan will result in additional recurring expenses.
(i)

Repairs and Maintenance

On September 8, 2006, the FASB posted the Staff Position AUG AIR-1 (FSP), Accounting for Planned Major Maintenance Activities. The FSP amends certain
provisions in the AICPA Industry Audit Guide, Audits of Airlines, and APB Opinion No. 28, Interim Financial Reporting. FSP AUG AIR-1 prohibits the use of
accrue-in-advance method of accounting for planned major maintenance activities in annual and interim financial statements. This guidance is effective for the
first fiscal period beginning after December 15, 2006, and shall be applied retrospectively for all financial statements presented, unless impracticable to do so.
Our leases require the lessee to pay for any damage to the container beyond normal wear and tear at the end of the lease term. We also offer a damage protection
plan (“DPP”) pursuant to which the lessee pays a monthly fee in exchange for not being charged for certain damages at the end of the lease term. For containers
not subject to a DPP, historically, we have accrued for repairs once we have made the decision to repair the container, which is made in advance of us incurring
the repair obligation. For containers covered by a DPP, we historically accounted for periodic maintenance and repairs on an accrual basis.
We adopted FSP AUG AIR-1 effective January 1, 2007. Accordingly, we have retroactively adjusted our Consolidated Financial Statements to reflect the direct
expense method of accounting for maintenance, a method permitted under this Staff Position. The effect of adopting this standard on the three months ended
March 31, 2006 and 2007 was not material.
(j)

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, or SFAS No. 157. This statement establishes a framework for measuring fair
value under GAAP, and expands disclosures about fair value measurements. This statement retains the exchange price notion in earlier definitions of fair value.
SFAS No. 157 clarifies that the exchange price is the price in an orderly transaction between market participants to sell an asset or transfer a liability in the market
in which the reporting entity would transact for the asset or liability, that is, the principal or most advantageous market for the asset or liability. The transaction to
sell the asset or transfer the liability is a hypothetical transaction at the measurement date, considered from the perspective of a market participant that holds the
asset or owes the liability. Therefore, the definition focuses on the price that would be received to sell the asset or paid to transfer the liability (an exit price), not
the price that would be paid to acquire the asset or received to assume the liability (an entry price). SFAS No. 157 is effective for financial statements issued for
years beginning after November 15, 2007, and interim periods within those years with earlier application encouraged. The Company does not expect the adoption
of SFAS No. 157 to have a material effect on its consolidated financial position or results of operations.
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In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities—Including an amendment of FASB
Statement No. 115. Under this pronouncement, companies may elect to measure many financial instruments and certain other items at fair value. The objective is
to improve financial reporting by providing entities with the opportunity to mitigate volatility in reporting earnings caused by measuring related assets and
liabilities differently without having to apply complex hedge accounting provisions. However, SFAS No. 159 specifically includes financial assets and financial
liabilities recognized under leases (as defined in SFAS No. 13, Accounting for Leases), as among those items not eligible for the fair value measurement option
except contingent obligations for cancelled leases and guarantees of third-party lease obligations. This statement is effective for fiscal years that begin after
November 15, 2007. We do not expect the adoption of SFAS No. 159 to have a material effect on our consolidated financial position or results of operations.
(3)

Step Acquisition of CAI Common Stock Held by Interpool

On October 1, 2006, the Company repurchased 10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool for $77.5 million. The Company
repurchased the shares to execute a management buyout of all common stock held by Interpool. The Company paid Interpool $40 million in cash and issued a
new convertible subordinated promissory note for the $37.5 million balance (see Note 5(b)). In addition, the Company incurred $104,000 of expenses in
connection with the repurchase.
Financing for the transaction was obtained from a line of credit and term loan facility provided by a group of banks under an amended agreement signed on
September 29, 2006 (see Note (5(a)). On October 2, 2006, the Company borrowed the full $20.0 million under the term loan and an additional $23 million under
the revolving line of credit. The proceeds were used to pay the $40.0 million cash portion of the repurchase of all our shares of common stock owned by Interpool
and to repay the remaining $3.0 million balance on the outstanding subordinated note issued in April 1998 by the Company to Interpool.
As a result of the repurchase, the Company terminated the Operating and Administration Agreement with Interpool for all but 12,000 TEUs of containers at that
time. The directors that had been appointed by Interpool also resigned from the Company’s board of directors. In addition Interpool’s warrant to purchase
common stock was terminated.
The repurchase also resulted in an increase in the percentage of common stock held by the Company’s Executive Chairman, Hiromitsu Ogawa, from 50.0% to
100.0%. In connection with the Interpool transaction the Company has applied pushdown accounting in accordance with Staff Accounting Bulletin No. 54 (SAB
No. 54) and accounted for the purchase as a step acquisition in accordance with Statement of Financial Accounting Standards No. 141, Business Combinations
(SFAS No. 141). The step acquisition and push down accounting resulted in an increase to the carrying value of container rental equipment of $334,000 and the
recognition of $50.2 million of goodwill and $7.4 million of intangible assets. The book value of all other assets and liabilities approximated fair value. The
purchase price was based on forecasts and assumptions made on our future cash flows and not on our net asset values on the closing date. Goodwill is the amount
paid for the common stock above the fair value of tangible and intangible net assets in the transaction. Goodwill represents the estimated fair value of expected
cash flows from subsequently acquired containers that we either (1) retain and lease to container lessees as part of our owned fleet; or (2) sell to container
investors and manage on their behalf.
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(4)

Intangible Assets

The Company recognized intangible assets on October 1, 2006 in connection with its repurchase of its shares of common stock held by Interpool and amortizes
them on a straight line basis over their estimated useful lives disclosed in Note 2(e). There were no significant changes to the gross amounts of intangible assets
between December 31, 2006 and March 31, 2007. Intangible assets at March 31, 2007 are as follows (in thousands):
Gross
Carrying
Amount

Trademarks
Software
Contracts—third party
Contracts—owned equipment
Total
(5)

$ 1,180
500
3,650
2,150
$ 7,480

Accumulated
Amortization

$

$

(56)
(83)
(261)
(215)
(615)

Net
Carrying
Amount

$ 1,124
417
3,389
1,935
$ 6,865

Long Term Debt
(a)

Senior Secured Credit Facility

The Company has a senior secured line of credit with a consortium of banks to finance the acquisition of containers and for general working capital purposes.
Any amounts drawn on the facility are secured by all assets of the Company including the containers and the underlying leases thereon.
On September 29, 2006, the Company amended its senior secured credit facility provided by a group of banks to provide for a maximum total commitment
amount of up to $190 million, consisting of a $20 million term loan facility and a $170 million revolving line of credit. On October 2, 2006, the Company
borrowed the full $20 million under the term loan and an additional $23 million under the revolving line of credit. The proceeds were used to pay the $40.0
million cash portion of the repurchase of the 10,584,000 shares of common stock owned by Interpool and to repay the remaining $3.0 million balance on the
outstanding subordinated note issued in April 1998 by the Company to Interpool.
The interest rates under the senior secured credit facility vary depending upon whether the loans are characterized as base rate loans or Eurodollar rate loans. At
March 31, 2007 the interest rates were 7.32% for the revolving credit facility and 7.57% for the term loan. In addition, there is a commitment fee on the unused
amount of the total commitment, payable quarterly in arrears. The amended senior secured credit facility provides that swing line loans (up to $10.0 million in the
aggregate) and standby letters of credit (up to $15.0 million in the aggregate) will be available to the Company. These sub-limits are part of, and not in addition
to, the total commitment of $170 million under the revolving credit portion of the senior secured credit facility. As of March 31, 2007, the Company had $69.0
million in availability under the revolving credit facility provided there was sufficient collateral. The entire amount of the facility drawn at any time plus accrued
interest and fees is callable on demand in the event of certain specified events of default. In addition to certain financial covenants, the credit facility requires the
Company to obtain the consent of existing lenders prior to entering into future borrowings or paying dividends to stockholders.
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As of March 31, 2007, the revolving line of credit and term loan had a balance of $101.0 million and $17.5 million, respectively, compared to $97.0 million and
$18.8 million, respectively, at December 31, 2006. The term loan is payable in equal quarterly installments of $1.25 million commencing on December 29, 2006.
Interest expense recorded relating to the amended senior secured credit facility (including term loan) for the quarter ended March 31, 2007 was $1.9 million.
Interest expense relating to the prior senior secured credit facility for the quarter ended March 31, 2006 was $964,000.
The amended senior secured credit facility terminates September 30, 2010 and contains various financial and other covenants. As of March 31, 2007, the
Company was in compliance with these covenants.
(b)

Subordinated Convertible Note Payable

On October 1, 2006, the Company issued a convertible subordinated promissory note for $37.5 million in connection with the Company’s repurchase of
10,584,000 shares, or 50.0% of its outstanding common stock, held by Interpool, for $77.5 million (see Note 3). The balance of $40.0 million was paid in cash. In
addition, the Company paid the remaining $3.0 million balance of the outstanding subordinated note originally issued in April 1998 by the Company to Interpool.
Financing for the transaction was obtained from a line of credit and term loan facility provided by a group of banks under an amended agreement signed on
September 29, 2006 (see preceding paragraph (a) above). The note matures on October 30, 2010 and bears an initial interest rate of 7.87% per annum for the 6month period ending March 31, 2007. The interest rate increases by one percentage point (1.0%) after each subsequent six-month period until paid in full. The
note provides Interpool with an option to convert the obligation into shares of the Company’s common stock at anytime after October 1, 2008, at the following
conversion price:
a. At anytime prior to the fifteenth (15th) business day after the completion of an initial public offering by the Company, the conversion price shall be $7.32
per share of common stock or conversion of the $37.5 million note into 5,121,480 shares of our common stock.
b. At any time on or after the fifteenth (15th) business day after the completion of an initial public offering by the Company, the conversion price shall be
$5.53 per share of common stock or conversion of the $37.5 million note into 6,785,520 shares of our common stock.
Interest expense relating to the convertible subordinated note for the quarter ended March 31, 2007 was $1.1 million. The note is subordinated to the Company’s
$20.0 million term loan facility and $170.0 million revolving line of credit and is secured by a second priority lien on the Company’s assets. The agreement
relating to the note contains various financial and other covenants. As of March 31, 2007, the Company was in compliance with these covenants.
(6)

Related Party Transactions

Prior to October 1, 2006, Interpool was a related party when it owned 50% of the Company’s outstanding common stock and was represented on CAI’s board of
directors. Interpool ceased being a related party when the Company repurchased the 10,584,000 shares of CAI’s common stock then owned by Interpool (see
Note 3) on October 1, 2006 and paid off its subordinated debt which then had a balance of $3.0 million on October 2, 2006. Prior to October 1, 2006, the
Company earned management fees from this former related party based on a percentage of monthly aggregate net revenue from the container fleet that it managed
for Interpool. For the first quarter ended March 31, 2006, the Company earned management fee revenue of $0.5 million from Interpool.
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As of December 31, 2006 and March 31, 2007, Company executives owed a total of $128,000 and $44,000, respectively, to the Company for golf memberships.
These amounts bear no interest or due dates and were subsequently collected in full in April 2007.
During 1998, the Company made loans of $900,000 to three employees of the Company for the purchase of Series A cumulative redeemable convertible preferred
stock. The fixed interest rate on these loans is 10.5%. As of December 31, 2006 and March 31, 2007, in aggregate these loans have a balance of $600,000 of
principal and $600,000 of cumulative interest owed to the Company. The loans are shown as a deduction from the Series A cumulative redeemable convertible
preferred stock presented in temporary equity. Payment of principal shall be due on the earlier to occur of (i) the conversion of the Series A cumulative
redeemable convertible preferred stock securing these loans; or (ii) the redemption by the Company of the Series A cumulative redeemable convertible preferred
stock securing these loans. (Please see Note 7 for further details).
(7)

Preferred Stock

In May 1998, Series A cumulative redeemable convertible preferred stock was issued to certain employees (the Preferred Stockholders) as part of the Company’s
Executive Management Incentive Program. Dividends accrue on the preferred stock at 10.5% per annum but are not payable until declared by the board of
directors. No dividends have been declared or paid as of March 31, 2007. The preferred stock is redeemable, at the sole option of the Company, at any time
following the first to occur of (i) the date any Preferred Stockholder ceases to be an employee of the Company for any reason, or (ii) May 15, 2008. The
redemption price for the preferred shares is the greater of the original issue price of the preferred shares, plus accrued and unpaid dividends, or the book value of
the common stock that the preferred stock would be convertible into. A liquidity event is defined as an initial public offering (IPO) of the Company’s common
stock, or as a sale of a majority of the common stock or assets of the Company, to a person or persons other than the Executive Chairman or Interpool. At the time
a liquidity event occurs, the preferred stock is convertible into an equal number of shares of the Company’s common stock.
If the common stock of the Company owned by Mr. Ogawa (the Executive Chairman of the Company) is sold in one or a series of related transactions (a Partial
Sale) each Preferred Stockholder shall have a “put” redemption right and the Company shall have a “call” redemption right for the Preferred Stock, each
exercisable within 15 days of the Partial Sale. The put/call shall be for the fair market value of the common stock into which the Preferred Stock would be
converted if a liquidity event occurred. The put/call price may be paid (in the discretion of the Company) either in cash or in the type of consideration received by
Mr. Ogawa under the Partial Sale. On February 16, 2007, Mr. Ogawa sold 1,691,760 of his 10,584,000 shares of the Company’s common stock to DBJ Value Up
Fund (“DBJ”), representing approximately 16.0% beneficial ownership in the Company. The sale of the common stock to DBJ is considered a Partial Sale;
however, there was no exercise of the put/call option by either party.
As of all periods presented, the Company believes that the event that triggers the put right is probable of occurring. As redemption is considered probable, the
Preferred Stock is accreted to its redemption value. The redemption value is based on fair value and, as such, the Preferred Stock is accreted to fair value at each
reporting date. Considerable judgment is required to determine the fair value of our Preferred Stock as, to date, there has been no public market on which our
preferred stock or common stock trades. The Company estimates the fair value of our Preferred Stock by using a combination of the income and
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market approaches. In determining the fair value of the Preferred Stock, the Company estimates the future operating trends and resulting cash flows and
judgments on discount rates. In certain time periods where an arm’s length sale of a material number of shares occurs, such as occurred on the date of the
Interpool transaction on October 1, 2006, the Company will take into account the fair value of the Common Stock represented in the transaction and adjust the
value of the Preferred Stock accordingly. The decretion for the quarter ended March 31, 2006 was $488,000 and the accretion for the quarter ended March 31,
2007 was $5.6 million.
In the three months ended March 31, 2007, the Company filed with the Securities and Exchange Commission the registration statement for an offering of its
common stock and Mr. Ogawa negotiated and concluded a sale of approximately 14.9% of the Company’s common stock, after giving effect to the conversion of
the Company’s Series A cumulative redeemable convertible preferred stock into common stock, to an entity affiliated with the Development Bank of Japan. In
light of the initial indications of valuation provided to the Company by the underwriters prior to the initial filing of the registration statement and the price paid to
Mr. Ogawa for his common stock, the Company determined that the per share value of its preferred stock at March 31, 2007 was equal to the assumed initial
public offering price of $15.00, which is the mid-point of the initial public offering price range and accreted the preferred stock accordingly.
(8) Commitments and Contingencies
The Company has commitments to purchase approximately $15.4 million of container equipment as of March 31, 2007.
(9)

Segment Information

The Company operates in one industry segment, container leasing, but has two reportable business segments; container leasing and container management.
The container leasing segment derives its revenue via the ownership and leasing of containers to container shipping lines.
The container management segment derives its revenue from management fees earned from portfolios of containers and associated leases which are managed on
behalf of container investors. It also derives revenue from the sale of containers, previously owned by the Company, to container investors who in turn enter into
management agreements with the Company.
There are no inter-segment revenues.
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The following tables show condensed segment information for the Successor for the quarter ended March 31, 2007, and for the Predecessor for the three months
ended March 31, 2006 reconciled to the Company’s income before taxes as shown in its consolidated statements of income (in thousands). The Company makes
its management decisions based on pre tax income, and as such does not allocate income tax expense/benefit to its segments.
Container
Leasing
Successor
Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Depreciation of container rental equipment
Amortization of intangible assets
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Operating income
Interest expense
Interest income
Net interest expense
Income before income taxes
Income tax expense
Net income
Total assets

$

7,880
—
—
319
8,199
1,690
127
119
(1,005)
395
671
943
2,940
5,259
3,239
—
3,239
$
2,020
—
$
2,020
$ 217,749
Container
Leasing
$
8,062
—
—
307
8,369
3,367
237
(147)
396
667
878
5,398
2,971
1,605
—
1,605
1,366
—
$
1,366
$ 147,496

Predecessor
Container rental revenue
Management fee revenue
Gain on sale of container portfolios
Finance lease income
Total revenue
Depreciation of container rental equipment
Impairment of container rental equipment
Gain on disposition of used container equipment
Equipment rental expense
Storage, handling and other expenses
Marketing, general and administrative expenses
Total operating expenses
Operating income
Interest expense
Interest income
Net interest expense
Income before income taxes
Income tax expense
Net income
Total assets
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Three Months Ended March 31, 2007
Container
Management
Unallocated
$

$
$

—
3,419
2,895
—
6,314
—
181
—
—
—
—
2,359
2,540
3,774
—
—
—
3,774
—
3,774
66,008

$

$
$

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—
(9)
(9)
9
2,191
(2,182)
—

Three Months Ended March 31, 2006
Container
Management
Unallocated
$
—
$
—
2,574
—
1,932
—
—
4,506
—
—
—
—
—
—
—
—
—
—
—
2,471
—
2,471
—
2,035
—
—
—
—
(9)
—
(9)
2,035
9
—
1,231
$
2,035
$
(1,222)
$
15,689
$
—

Total
$

7,880
3,419
2,895
319
14,513
1,690
308
119
(1,005)
395
671
3,302
5,480
9,033
3,239
(9)
3,230
5,803
2,191
$ 3,612
$283,757

Total
8,062
2,574
1,932
307
12,875
3,367
237
(147)
396
667
3,349
7,869
5,006
1,605
(9)
1,596
3,410
1,231
$ 2,179
$163,185
$
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The Company’s container lessees use containers for their global trade utilizing many worldwide trade routes. The Company earns its revenue from international
carriers when the containers are in use and carrying cargo around the world. Substantially all of the Company’s leasing related revenue is denominated in
U.S. dollars. As all of the Company’s containers are used internationally, where no one container is domiciled in one particular place for a prolonged period of
time, all of the Company’s long-lived assets are considered to be international with no single country of use.
(10)

Earnings per Share

Basic earnings per share is computed by dividing income available to common shareholders by the weighted average number of common shares outstanding for
the period. Diluted earnings per share reflect the potential dilution that would occur if securities or other contracts to issue common stock were exercised or
converted into common stock; however, potential common equivalent shares are excluded if their effect is anti-dilutive.
The following table sets forth the reconciliation of basic and diluted net income per share for the Predecessor and Successor for the quarters ended March 31,
2006 and 2007 (in thousands, except per share data). Diluted net income per share takes into account the potential conversion of a convertible subordinated note
payable and preferred stock purchased with cash to common stock using the “if-converted” method and the treasury stock method for preferred shares purchased
with notes and accounted for as stock options. The number of shares used in the denominator has been adjusted to reflect the stock split as if it occurred at the
beginning of the periods presented.
Predecessor
Successor
Three Months Ended
March 31,
2006
2007

`

Numerator:
Net income (loss) available to common stockholders used in calculation of basic earnings per share
Decretion of preferred stock
Net income used in calculation of diluted earnings per share

$

2,667
(488 )

$ (1,960)
—

$

2,179

$ (1,960)

21,168

10,584

Denominator:
Weighted average shares used in the calculation of basic earnings per share
Effect of dilutive securities:
Convertible preferred stock

604

Weighted average shares used in the calculation of diluted earnings per share
Net income (loss) per share:
Basic
Diluted

21,772
$

0.13
0.10

—
10,584
$ (0.19)
(0.19)

The calculation of diluted earnings per share for the quarter ended March 31, 2007 excluded the add back of $5.6 million accretion of preferred stock and
$687,000 in interest expense, net of tax related to the convertible subordinated note, in the numerator and 5,767,000 potential shares of common stock in the
denominator because their effect would have been anti-dilutive.
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5,800,000 Shares
CAI INTERNATIONAL, INC.
Common Stock

PROSPECTUS

Until
, 2007, all dealers that effect transactions in these securities, whether or not participating in this offering, may be required to deliver a
prospectus. This is in addition to the dealers’ obligation to deliver a prospectus when acting as underwriters and with respect to their unsold allotments or
subscriptions.

Piper Jaffray
Sole Bookrunner

William Blair & Company
Jefferies & Company
, 2007
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PART II
INFORMATION NOT REQUIRED IN PROSPECTUS
ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.
The following table shows the expenses to be incurred in connection with the offering described in this registration statement, all of which will be paid by the
registrant. All amounts are estimates, other than the SEC registration fee, the NASD filing fee and The New York Stock Exchange listing fee.
SEC registration fee
NASD filing fee
New York Stock Exchange listing fee
Accounting fees and expenses
Legal fees and expenses
Printing and engraving expenses
Transfer agent’s fees
Blue sky fees and expenses
Miscellaneous
Total

$

$

10,907
11,172
150,000
700,000
1,250,000
75,000
12,000
30,000
60,921
2,300,000

ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS.
Section 145 of the Delaware General Corporation Law (DGCL) authorizes a corporation to indemnify its directors, officers, employees and agents against
expenses (including attorney’s fees), judgments, fines and amounts paid in settlement reasonably incurred, provided they act in good faith and in a manner
reasonably believed to be in or not opposed to the best interests of the corporation, and, with respect to any criminal proceeding, had no reasonable cause to
believe their conduct was unlawful, although in the case or proceedings brought by or on behalf of the corporation, such indemnification is limited to expenses
and is not permitted if the individual is adjudged liable to the corporation (unless the Delaware Court of Chancery or the court in which such proceeding was
brought determines otherwise in accordance with the DGCL). Section 102 of the Delaware General Corporation Law authorizes a corporation to limit or
eliminate its directors’ liability to the corporation or its stockholders for monetary damages for breaches of fiduciary duties, other than for (1) breaches of the duty
of loyalty; (2) acts or omissions not in good faith or that involve intentional misconduct or knowing violations of law; (3) unlawful payments of dividends, stock
purchases or redemptions; or (4) transactions from which a director derives an improper personal benefit. Our certificate of incorporation contains such a
provision.
Our bylaws incorporate Section 145 of the DGCL, which provides that we will indemnify each director and officer against all claims and expenses resulting from
the fact that such person was a director, officer, agent or employee of the registrant. A claimant is eligible for indemnification if the claimant (1) acted in good
faith and in a manner that, in the claimant’s reasonable belief, was in or not opposed to the best interests of the registrant; or (2) in the case of a criminal
proceeding, had no reasonable cause to believe the claimant’s conduct was unlawful. This determination will be made by our disinterested directors, our
stockholders or independent counsel in accordance with Section 145 of the DGCL.
Section 145 of the DGCL authorizes a corporation to purchase and maintain insurance on behalf of any person who is or was a director, officer, employee or
agent of the corporation against any liability asserted against and incurred by such person in any such capacity, or arising out of such person’s status as such. We
have obtained liability insurance covering our directors and officers for claims asserted against them or incurred by them in such capacity.
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In addition, we have entered or, concurrently with this offering, may enter, into agreements to indemnify our directors and certain of our officers in addition to the
indemnification provided for in the certificate of incorporation and bylaws. These agreements will, among other things, indemnify our directors and some of our
officers for certain expenses (including attorneys fees), judgments, fines and settlement amounts incurred by such person in any action or proceeding, including
any action by or in our right, on account of services by that person as a director or officer of CAI International, Inc. or as a director or officer of any of our
subsidiaries, or as a director or officer of any other company or enterprise that the person provides services to at our request.
The underwriting agreement provides that the underwriters are obligated, under certain circumstances, to indemnify our directors, officers and controlling persons
against certain liabilities, including liabilities under the Securities Act. Reference is made to the form of underwriting agreement filed as Exhibit 1.1 hereto.
Reference is made to Item 17 for our undertakings with respect to indemnification for liabilities under the Securities Act.
ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES.
There have been no sales of unregistered securities in the last three years.
ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES.
(a)
Exhibit No.

1.1

Exhibits
Description

Form of Underwriting Agreement

**3.1

Amended and Restated Certificate of Incorporation of CAI International, Inc.

**3.2

Amended and Restated Bylaws of CAI International, Inc.

**4.1

Form of Common Stock Certificate

**5.1

Opinion of Perkins Coie LLP

**10.1

Amended and Restated Revolving Credit and Term Loan Agreement, dated September 29, 2006, among Container Applications
International, Inc., the Lenders listed on Schedule 1 thereto, Bank of America, N.A., Banc of America Securities LLC, LaSalle Bank
National Association and Union Bank of California, N.A.

‡10.2

Note Issuance Agreement, dated October 1, 2006, between Container Applications International, Inc. and Interpool, Inc.

‡10.3

Convertible Subordinated Secured Note, dated October 1, 2006, issued to Interpool, Inc.

**10.4

Employment Agreement, effective November 1, 2006, by and between CAI International, Inc. and Hiromitsu Ogawa

**10.5

Employment Agreement, effective November 1, 2006, by and between CAI International, Inc. and Masaaki (John) Nishibori

**10.6

Employment Agreement, effective November 1, 2006, by and between CAI International, Inc. and Victor M. Garcia

**10.7

Amended and Restated Registration Rights Agreement, dated February 16, 2007, by and among CAI International, Inc., Hiromitsu Ogawa,
Ogawa Family Trust dated 7/06/98, Ogawa Family Limited Partnership and DBJ Value Up Fund
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Exhibit No.

**10.8

Form of Indemnification Agreement between CAI International, Inc. and each of its current executive officers and directors

**10.9

Office Lease for One Embarcadero Center, dated July 27, 2005, between Container Applications International, Inc. and One Embarcadero
Center Venture

**10.10

2007 Equity Incentive Plan

‡‡10.11

Second Management Agreement between Container Applications International, Inc. and P&R Equipment & Finance Corporation dated
March 1, 1996

**‡‡10.12
10.13

Management Agreement between Container Applications International, Inc., P&R Equipment & Finance Corporation and Interpool
Containers Limited dated March 14, 2006
Stock Purchase Agreement, dated February 16, 2007, by and among CAI International, Inc., Hiromitsu Ogawa and DBJ Value Up Fund

**10.14

Voting Agreement, dated February 16, 2007, by and among CAI International, Inc., Hiromitsu Ogawa, and DBJ Value Up Fund

**21.1

Subsidiaries of CAI International, Inc.

23.1

*
**
‡
‡‡

Description

Consent of KPMG LLP

**23.2

Consent of Perkins Coie LLP (included in Exhibit 5.1)

**23.3

Consent of Marvin Dennis

**23.4

Consent of William Liebeck

**23.5

Consent of Gary Sawka

**24.1

Powers of Attorney (included on the signature page to this registration statement as initially filed on February 7, 2007)

To be filed by amendment.
Previously filed.
Incorporated by reference to Exhibit 10.65 to Interpool Inc.’s Quarterly Report on Form 10-Q, dated November 7, 2006 (File No. 001-11862).
Confidential treatment requested as to portions of this exhibit. Confidential information has been omitted and filed separately with the Securities and Exchange Commission.

(b)

The following financial statement schedule is filed as part of this Registration Statement:

Schedule II—Valuation Accounts
All other financial statement schedules have been omitted because they are not required, not applicable or the information to be included in the financial
statement schedules is included in the Consolidated Financial Statements or the notes thereto.
ITEM 17. UNDERTAKINGS.
(a) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling persons of the
registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities and Exchange Commission such
indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In the event that a claim for indemnification against
such liabilities (other than the payment by the registrant of expenses incurred or paid by a director, officer or controlling person of the registrant in the successful
defense of any action, suit or proceeding) is asserted by such director, officer or controlling person in connection with the securities being registered, the
registrant will, unless in the
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opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification
by it is against public policy as expressed in the Securities Act and will be governed by the final adjudication of such issue.
(b) The undersigned registrant hereby undertakes that:
(1) For purposes of determining any liability under the Securities Act of 1933, the information omitted from the form of prospectus filed as part of this
registration statement in reliance upon Rule 430A and contained in a form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h)
under the Securities Act shall be deemed to be part of this registration statement as of the time it was declared effective.
(2) For the purpose of determining any liability under the Securities Act of 1933, each post-effective amendment that contains a form of prospectus shall be
deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.
(c) The undersigned registrant hereby undertakes to provide to the underwriters at the closing specified in the underwriting agreement, certificates in such
denominations and registered in such names as required by the underwriters to permit prompt delivery to each purchaser.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this Amendment No. 4 to be signed on its behalf by the undersigned,
thereunto duly authorized, in the city of New York, State of New York on May 10, 2007.
CAI International, Inc.
By:

/S/ MASAAKI (JOHN) NISHIBORI
Masaaki (John) Nishibori
President and Chief Executive Officer

Pursuant to the requirements of the Securities Act of 1933, this Amendment No. 4 has been signed on May 10, 2007 by or on behalf of the following persons in
the capacities indicated.
Signature

/S/

HIROMITSU OGAWA

Title

Executive Chairman of the Board

Hiromitsu Ogawa

/S/

MASAAKI (JOHN) NISHIBORI
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EXHIBIT 1.1
CAI INTERNATIONAL, INC.
__________ Shares of Common Stock
FORM OF PURCHASE AGREEMENT
_____________________, 2007
PIPER JAFFRAY & CO.
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
As Representative of the several
Underwriters named in Schedule I hereto
c/o Piper Jaffray & Co.
800 Nicollet Mall
Minneapolis, Minnesota 55402
Ladies and Gentlemen:
CAI International, Inc., a Delaware corporation (the “Company”) proposes to sell to the several Underwriters named in Schedule I hereto (the
“Underwriters”) an aggregate of shares (the “Firm Shares”) of Common Stock, $0.0001 par value per share (the “Common Stock”), of the Company and has
granted to the several Underwriters an option to purchase up to an aggregate of
additional shares of Common Stock on the terms and for the purposes
set forth in Section 3 hereof (the “Option Shares”). The Firm Shares and any Option Shares purchased pursuant to this Purchase Agreement are herein
collectively called the “Securities.”
The Company hereby confirms its agreement with respect to the sale of the Securities to the several Underwriters, for whom you are acting as the
representative (the “Representative”).
1. Registration Statement and Prospectus. A registration statement on Form S-1 (File No. 333-140496) with respect to the Securities, including a
preliminary form of prospectus, has been prepared by the Company in conformity with the requirements of the Securities Act of 1933, as amended (the “Act”),
and the rules and regulations (“Rules and Regulations”) of the Securities and Exchange Commission (the “Commission”) thereunder and has been filed with the
Commission; one or more amendments to such registration statement have also been so prepared and have been so filed; and, if the Company has elected to rely
upon Rule 462(b) of the Rules and Regulations (“Rule 462(b)”) to increase the size of the offering registered under the Act, the Company will prepare and file
with the Commission an abbreviated registration statement with respect to such increase pursuant to Rule 462(b).
The Company will prepare and file a prospectus pursuant to Rule 424(b) of the Rules and Regulations (“Rule 424(b)”) that discloses the information
previously omitted from the

prospectus in reliance upon Rule 430A of the Rules and Regulations (“Rule 430A”). The registration statement as amended at the time it was declared effective by
the Commission, including the information deemed to be part of the registration statement at the time of effectiveness pursuant to Rule 430A, is hereinafter called
the “Registration Statement.” If the Company has filed an abbreviated registration statement pursuant to Rule 462(b), then any reference herein to the term
“Registration Statement” shall be deemed to include such abbreviated registration statement. The term “Prospectus” as used herein means the prospectus in the
form first used (or made available to meet requests of purchasers pursuant to Rule 173 under the Rules and Regulations) in connection with the confirmation of
sales of Securities. The term “Preliminary Prospectus” as used herein means any preliminary prospectus included in the Registration Statement prior to the time it
became effective under the Act, any prospectus filed with the Commission pursuant to Rule 424(a) of the Rules and Regulations and any prospectus subject to
completion as described in Rule 430A. All references in this Agreement to the Registration Statement, any Preliminary Prospectus, the Prospectus or any
amendment or supplement to any of the foregoing, shall be deemed to mean the copy filed with the Commission pursuant to its Electronic Data Gathering,
analysis and Retrieval System (“EDGAR”).
2. Representations and Warranties of the Company.
(a) The Company represents and warrants to, and agrees with, the several Underwriters as follows:
(i) No order preventing or suspending the use of any Preliminary Prospectus has been issued by the Commission and each Preliminary
Prospectus, at the time of filing thereof or the time of first use within the meaning of the Rules and Regulations, complied in all material respects with the
requirements of the Act and the Rules and Regulations and did not contain an untrue statement of a material fact or omit to state a material fact required to
be stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading; except that the
foregoing shall not apply to statements in or omissions from any Preliminary Prospectus in reliance upon, and in conformity with, written information
furnished to the Company by you, or by any Underwriter through you, specifically for use in the preparation thereof.
(ii) As of the time the Registration Statement (or any post-effective amendment thereto, including any abbreviated registration statement filed
pursuant to Rule 462(b)) became effective, upon the filing or first use within the meaning of the Rules and Regulations of the Prospectus (or any
supplement to the Prospectus) and at the First Closing Date and Second Closing Date (as hereinafter defined), (A) the Registration Statement and the
Prospectus (in each case, as so amended and/or supplemented) conformed or will conform in all material respects to the requirements of the Act and the
Rules and Regulations, (B) the Registration Statement (as so amended) did not or will not include an untrue statement of a material fact or omit to state a
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material fact required to be stated therein or necessary to make the statements therein not misleading, and (C) the Prospectus (as so supplemented) did not
or will not include an untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances in which they are or were made, not misleading; except that the foregoing shall not apply to statements in or omissions
from any such document in reliance upon, and in conformity with, written information furnished to the Company by you, or by any Underwriter through
you, specifically for use in the preparation thereof. No stop order suspending the effectiveness of the Registration Statement has been issued, and no
proceeding for that purpose or pursuant to Section 8A under the Act has been initiated or, to the Company’s knowledge, threatened by the Commission.
(iii) Neither (A) the Issuer General Free Writing Prospectus(es) issued at or prior to the Time of Sale and the Statutory Prospectus, all
considered together (collectively, the “Time of Sale Disclosure Package”), nor (B) any individual Issuer Limited-Use Free Writing Prospectus, when
considered together with the Time of Sale Disclosure Package, includes or included as of the Time of Sale any untrue statement of a material fact or omits
or omitted as of the Time of Sale to state any material fact necessary in order to make the statements therein, in the light of the circumstances under which
they were made, not misleading. The preceding sentence does not apply to statements in or omissions from any Statutory Prospectus included in the
Registration Statement or any Issuer Free Writing Prospectus in reliance upon, and in conformity with, written information furnished to the Company by
you, or by any Underwriter through you, specifically for use in the preparation thereof. As used in this paragraph and elsewhere in this Agreement:
(1) “Time of Sale” means ____:00 [a.m./p.m.] (Eastern time) on the date of this Agreement.
(2) “Statutory Prospectus” as of any time means the prospectus that is included in the Registration Statement immediately prior to that
time. For purposes of this definition, information contained in a form of prospectus that is deemed retroactively to be a part of the
Registration Statement pursuant to Rule 430A shall be considered to be included in the Statutory Prospectus as of the actual time that form
of prospectus is filed with the Commission pursuant to Rule 424(b).
(3) “Issuer Free Writing Prospectus” means any “issuer free writing prospectus,” as defined in Rule 433 of the Rules and Regulations
(“Rule 433”), relating to the Securities that is (I)(A) prepared by, used by or referred to by the Company or (B) prepared on behalf of the
Company (II)(A) is required to be filed with the Commission by the Company, or (B) is exempt from filing pursuant to Rule 433(d)(5)(i)
because it contains a description of the Securities or of the offering that does not reflect the final terms or pursuant to Rule
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433(d)(8)(ii) because it is a “bona fide electronic road show,” as defined in Rule 433(h)(5) which is made available without restriction, in
each case in the form filed or required to be filed with the Commission or, if not required to be filed, in the form retained in the Company’s
records pursuant to Rule 433(g).
(4) “Issuer General Free Writing Prospectus” means any Issuer Free Writing Prospectus that is intended for general distribution to
prospective investors, as evidenced by its being specified in Schedule II to this Agreement.
(5) “Issuer Limited-Use Free Writing Prospectus” means any Issuer Free Writing Prospectus that is not an Issuer General Free Writing
Prospectus. The term Issuer Limited-Use Free Writing Prospectus also includes any “bona fide electronic road show,” as defined in Rule
433(h)(5), that is made available without restriction pursuant to Rule 433(d)(8)(ii), even though not required to be filed with the
Commission.
(iv) (A) Each Issuer Free Writing Prospectus, as of its issue date and at all subsequent times through the completion of the public offer and sale
of the Securities or until any earlier date that it is amended, supplemented or deemed amended or supplemented as required by Section 4(a)(iii)(B) of this
Agreement, did not, does not and will not include any information that conflicted, conflicts or will conflict with the information contained in the
Registration Statement, any Statutory Prospectus or the Prospectus. The foregoing sentence does not apply to statements in or omissions from any Issuer
Free Writing Prospectus in reliance upon, and in conformity with, written information furnished to the Company by you, or by any Underwriter through
you, specifically for use in the preparation thereof.
(B)(1) At the time of filing the Registration Statement and (2) at the date hereof, the Company was not and is not an “ineligible issuer,” as
defined in Rule 405 of the Rules and Regulations (“Rule 405”), including the Company or any subsidiary in the preceding three years not having been
convicted of a felony or misdemeanor or having been made the subject of a judicial or administrative decree or order as described in Rule 405 (without
taking account of any determination by the Commission pursuant to Rule 405 that it is not necessary that the Company be considered an ineligible issuer),
nor an “excluded issuer” as defined in Rule 164 of the Rules and Regulations (“Rule 164”).
(C) Each Issuer Free Writing Prospectus satisfied as of its issue date, satisfies and, unless amended, supplemented or deemed amended or
supplemented in compliance with Section 4(a)(iii)(B), will satisfy at all subsequent times through the completion of the public offer and sale of the
Securities, all other conditions to use thereof as set forth in Rules 164 and 433 under the Act.
(v) The financial statements of the Company, together with the related notes, set forth in the Registration Statement, the Time of Sale
Disclosure
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Package and the Prospectus comply in all material respects with the requirements of the Act and fairly present the financial condition of the Company as of
the dates indicated and the results of operations and changes in cash flows for the periods therein specified in conformity with generally accepted
accounting principles consistently applied throughout the periods involved; and the supporting schedules included in the Registration Statement present
fairly the information required to be stated therein. No other financial statements or schedules are required to be included in the Registration Statement, the
Time of Sale Disclosure Package or the Prospectus. To the Company’s knowledge, KPMG LLP, which has expressed its opinion with respect to the
financial statements and schedules filed as a part of the Registration Statement and included in the Registration Statement, the Time of Sale Disclosure
Package and the Prospectus, is (x) an independent public accounting firm within the meaning of the Act and the Rules and Regulations, (y) a registered
public accounting firm (as defined in Section 2(a)(12) of the Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”)) and (z) not in violation of the
auditor independence requirements of the Sarbanes-Oxley Act.
(vi) Container Applications International, Inc., a Nevada corporation (“CAI Nevada”), was merged into the Company on February 2, 2007 (the
“Merger”), whereupon the separate existence of CAI Nevada ceased and the Company survived. The Company, as the surviving corporation in the merger,
possesses all the rights, powers, privileges and franchises and is subject to all of the obligations, liabilities, restrictions and disabilities of CAI Nevada, all
as provided under the Delaware General Corporation Law.
(vii) Each of the Company and its subsidiaries has been duly organized and is validly existing as a corporation in good standing under the laws
of its jurisdiction of incorporation. Each of the Company and its subsidiaries has full corporate power and authority to own its properties and conduct its
business as currently being carried on and as described in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus, and is duly
qualified to do business as a foreign corporation in good standing in each jurisdiction in which it owns or leases real property or in which the conduct of its
business makes such qualification necessary and in which the failure to so qualify would have a material adverse effect upon, or cause a material adverse
change in, the general affairs, business, prospects, properties, operations, condition (financial or otherwise) or results of operations of the Company and its
subsidiaries, taken as a whole (“Material Adverse Effect” or “Material Adverse Change”).
(viii) Except as contemplated in the Time of Sale Disclosure Package and the Prospectus, subsequent to the respective dates as of which
information is given in the Time of Sale Disclosure Package, neither the Company nor any of its subsidiaries has incurred any material liabilities or
obligations, direct or contingent, or entered into any material transactions, or declared or paid any dividends or made any distribution of any kind with
respect to its capital stock; there has not been any change in the Company’s capital stock (other than a change in the number of outstanding shares of
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Common Stock due to the issuance of shares upon the exercise of outstanding options or warrants that are disclosed in the Registration Statement, the Time
of Sale Disclosure Package and the Prospectus); and there has not been any material change in the short-term or long-term debt, or any issuance of options,
warrants, convertible securities or other rights to purchase the capital stock, of the Company or any of its subsidiaries, or any Material Adverse Change or
any development involving a prospective Material Adverse Change.
(ix) Except as set forth in the Time of Sale Disclosure Package and the Prospectus, there is not pending or, to the knowledge of the Company,
threatened, any action, suit or proceeding to which the Company or any of its subsidiaries is a party or of which any property or assets of the Company is
the subject before or by any court or governmental agency, authority or body, or any arbitrator, which, individually or in the aggregate, would reasonably be
expected to result in any Material Adverse Change.
(x) There are no statutes, regulations, contracts or documents that are required to be described in the Registration Statement, the Time of Sale
Disclosure Package or the Prospectus or any contracts or documents that are required to be filed as exhibits to the Registration Statement by the Act or by
the Rules and Regulations that have not been so described or filed.
(xi) This Agreement has been duly authorized, executed and delivered by the Company, and constitutes a valid, legal and binding obligation of
the Company, enforceable in accordance with its terms, except as rights to indemnity hereunder may be limited by federal or state securities laws and
except as such enforceability may be limited by bankruptcy, insolvency, reorganization or similar laws affecting the rights of creditors generally and subject
to general principles of equity. The execution, delivery and performance of this Agreement and the consummation of the transactions herein contemplated
will not result in a breach or violation of any of the terms and provisions of, or constitute a default under, any statute applicable to the Company or any of
its subsidiaries, any agreement or instrument to which the Company or any of its subsidiaries is a party or by which the Company or any of its subsidiaries
is bound or to which any property of the Company or any of its subsidiaries is subject, the charter, by-laws or other organizational documents of the
Company or any of its subsidiaries, or any order, rule, regulation or decree of any court or governmental agency or body having jurisdiction over the
Company or any of its subsidiaries or any of their properties; no consent, approval, authorization or order of, or filing with, any court or governmental
agency or body is required for the execution, delivery and performance of this Agreement or for the consummation of the transactions contemplated
hereby, including the issuance or sale of the Securities by the Company, except such as may be required under the Act or state securities or blue sky laws;
and the Company has full power and authority to enter into this Agreement and to authorize, issue and sell the Securities as contemplated by this
Agreement.
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(xii) All of the issued and outstanding shares of capital stock of the Company, including the outstanding shares of Common Stock, are duly
authorized and validly issued, fully paid and nonassessable, have been issued in compliance with all federal and state securities laws, were not issued in
violation of or subject to any preemptive rights or other rights to subscribe for or purchase securities that have not been waived in writing (a copy of which
has been delivered to counsel to the Representative), and the holders thereof are not subject to personal liability by reason of being such holders; the
Securities to be sold hereunder by the Company have been duly authorized and, when issued, delivered and paid for in accordance with the terms of this
Agreement, will have been validly issued and will be fully paid and nonassessable, and the holders thereof will not be subject to personal liability by reason
of being such holders; and the capital stock of the Company, including the Common Stock, conforms to the description thereof in the Registration
Statement, the Time of Sale Disclosure Package and the Prospectus. Except as otherwise stated in the Registration Statement, the Time of Sale Disclosure
Package and the Prospectus, there are no preemptive rights or other rights to subscribe for or to purchase, or any restriction upon the voting or transfer of,
any shares of Common Stock pursuant to the Company’s charter, by-laws or any agreement or other instrument to which the Company is a party or by
which the Company is bound. Neither the filing of the Registration Statement nor the offering or sale of the Securities as contemplated by this Agreement
gives rise to any rights for or relating to the registration of any shares of Common Stock or other securities of the Company. All of the issued and
outstanding shares of capital stock of each of the Company’s subsidiaries have been duly and validly authorized and issued and are fully paid and
nonassessable, and, except as otherwise described in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus and except for
any directors’ qualifying shares, the Company owns of record and beneficially, free and clear of any security interests, claims, liens, proxies, equities or
other encumbrances, all of the issued and outstanding shares of such stock. Except as described in the Registration Statement, the Time of Sale Disclosure
Package and the Prospectus, there are no options, warrants, agreements, contracts or other rights in existence to purchase or acquire from the Company or
any subsidiary of the Company any shares of the capital stock of the Company or any of its subsidiaries. The Company has an authorized and outstanding
capitalization as set forth in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus.
(xiii) The Company and each of its subsidiaries holds, and is operating in compliance in all respects with, all franchises, grants, authorizations,
licenses, permits, easements, consents, certificates and orders of any governmental or self-regulatory body required for the conduct of its business and all
such franchises, grants, authorizations, licenses, permits, easements, consents, certifications and orders are valid and in full force and effect, except in each
case where the failure to be in compliance would not reasonably be expected to have a Material Adverse Effect; and the Company and each of its
subsidiaries is in compliance with all applicable federal, state, local and foreign laws, regulations, orders and decrees, except in each case where
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the failure to be in compliance would not reasonably be expected to have a Material Adverse Effect.
(xiv) The Company and its subsidiaries have good and marketable title to all property (whether real or personal) described in the Registration
Statement, the Time of Sale Disclosure Package and the Prospectus as being owned by them, in each case free and clear of all material security interests,
claims, liens, or other material encumbrances or defects except such as are described in the Registration Statement, the Time of Sale Disclosure Package
and the Prospectus. The property held under lease by the Company and its subsidiaries is held by them under valid, subsisting and enforceable leases with
only such exceptions with respect to any particular lease as do not interfere in any material respect with the conduct of the business of the Company or any
of its subsidiaries.
(xv) All of the container leases, container management agreements and other agreements of the Company and its subsidiaries, considered as
one enterprise (collectively, the “Commercial Agreements”), are in full force and effect; and neither the Company nor any of its subsidiaries has any notice
of any claim of any sort that has been asserted by anyone adverse to the rights of the Company or any of its subsidiaries under any Commercial Agreement,
or affecting or questioning the rights of the Company or any of its subsidiaries with respect to any such Commercial Agreement, except where the failure of
a Commercial Agreement to not be in full force and effect would not reasonably be expected to have a Material Adverse Effect and with respect to any
claims which would not reasonably be expected to have a Material Adverse Effect.
(xvi) No labor dispute with the employees of the Company or any of its subsidiaries exists or, to the knowledge of the Company, is imminent
that would reasonably be expected to have a Material Adverse Effect.
(xvii) Except as stated in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus, each of the Company and its
subsidiaries owns or possesses all patents, patent applications, trademarks, service marks, tradenames, trademark registrations, service mark registrations,
copyrights, licenses, inventions, trade secrets and rights necessary for the conduct of the business of the Company and its subsidiaries as currently carried
on and as described in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus, except in each case where the failure to be have
such intellectual property and intellectual property rights would not reasonably be expected to have a Material Adverse Effect; except as stated in the
Registration Statement, the Time of Sale Disclosure Package and the Prospectus, no name which the Company or any of its subsidiaries uses and no other
aspect of the business of the Company or any of its subsidiaries will involve or give rise to any infringement of, or license or similar fees for, any patents,
patent applications, trademarks, service marks, tradenames, trademark registrations, service mark
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registrations, copyrights, licenses, inventions, trade secrets or other similar rights of others, except for such liability for infringement, and except for such
license or similar fees which would not reasonably be expected to have a Material Adverse Effect; and neither the Company nor any of its subsidiaries has
received any notice alleging any such infringement or fee.
(xviii) Neither the Company nor any of its subsidiaries is in violation of its respective charter, by-laws or other organizational documents.
Neither the Company nor any of its subsidiaries is in breach of or otherwise in default, and no event has occurred which, with notice or lapse of time or
both, would constitute such a default in the performance of any obligation, agreement or condition contained in any bond, debenture, note, indenture, loan
agreement or any other material contract, lease or other instrument to which it is subject or by which any of them may be bound, or to which any of the
property or assets of the Company or any of its subsidiaries is subject, except as individually or in the aggregate would not have a Material Adverse Effect.
(xix) The Company and its subsidiaries have paid all federal, state, local and foreign taxes and filed all tax returns required to be paid or filed
through the date hereof; and except as otherwise disclosed in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus, there is
no tax deficiency that has been asserted in writing, or could reasonably be expected to be asserted, against the Company or any of its subsidiaries or any of
their respective properties or assets, except for tax deficiencies as would not be reasonably expected to have a Material Adverse Effect.
(xx) The Company has not distributed and will not distribute any prospectus or other offering material in connection with the offering and sale
of the Securities other than any Preliminary Prospectus, the Time of Sale Disclosure Package or the Prospectus; provided, however, that, except as set forth
on Schedule II, the Company has not made and will not make any offer relating to the Securities that would constitute a “free writing prospectus” as
defined in Rule 405, except in accordance with the provisions of Section 4(a)(xix) of this Agreement.
(xxi) The Securities have been approved for listing on the New York Stock Exchange upon official notice of issuance and, on the date the
Registration Statement became effective, the Company’s Registration Statement on Form 8-A under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), became effective.
(xxii) Other than the subsidiaries of the Company listed in Exhibit 21 to the Registration Statement, the Company, directly or indirectly, owns
no capital stock or other equity or ownership or proprietary interest in any corporation, partnership, association, trust or other entity.
(xxiii) The Company maintains a system of internal accounting controls sufficient to provide reasonable assurances to the Company’s Board of
Directors and the
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Company’s Chief Executive Officer, Chief Financial Officer and Chief Accounting Officer that (i) transactions are executed in accordance with
management’s general or specific authorization; (ii) transactions are recorded as necessary to permit preparation of financial statements in conformity with
generally accepted accounting principles and to maintain accountability for assets; (iii) access to assets is permitted only in accordance with management’s
general or specific authorization; and (iv) the recorded accountability for assets is compared with existing assets at reasonable intervals and appropriate
action is taken with respect to any differences. The Company’s internal control over financial reporting is effective and the Company is not aware of any
“material weakness” (as defined by the Public Company Accounting Oversight Board) in its internal control over financial reporting, and since the end of
the latest audited fiscal year, there has been no change in the Company’s internal control over financial reporting (whether or not remediated) that has
materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.
(xxiv) Other than as contemplated by this Agreement, the Company has not incurred any liability for any finder’s or broker’s fee or agent’s
commission in connection with the execution and delivery of this Agreement or the consummation of the transactions contemplated hereby.
(xxv) The Company carries, or is covered by, insurance in such amounts and covering such risks as is adequate for the conduct of its business
and the value of its properties and as is customary for companies engaged in similar businesses in similar industries.
(xxvi) Except with notice to the Representative and in compliance with applicable laws, none of the Directed Stock (as defined below)
distributed in connection with the Directed Stock Program (as defined below) will be offered or sold outside of the United States.
(xxvii) The Company is not and, after giving effect to the offering and sale of the Securities, will not be required to register as an “investment
company,” as such term is defined in the Investment Company Act of 1940, as amended.
(xxviii) The Company is in compliance with all applicable provisions of the Sarbanes-Oxley Act and the rules and regulations of the
Commission thereunder.
(xxix) The Company has established and maintains disclosure controls and procedures (as defined in Rules 13a-14 and 15d-14 under the
Exchange Act) and such controls and procedures are effective in ensuring that material information relating to the Company, including its subsidiaries, is
made known to the principal executive officer and the principal financial officer. The Company has utilized such controls and procedures in preparing and
evaluating the disclosures in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus.
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(xxx) The Company and its subsidiaries (i) are in compliance with any and all applicable foreign, federal, state and local laws and regulations
relating to the protection of human health and safety, the environment or hazardous or toxic substances or wastes, pollutants or contaminants
(“Environmental Laws”), (ii) have received all permits, licenses or other approvals required of them under applicable Environmental Laws to conduct their
respective businesses and (iii) are in compliance with all terms and conditions of any such permit, license or approval, except where such noncompliance
with Environmental Laws, failure to receive required permits, licenses or other approvals or failure to comply with the terms and conditions of such
permits, licenses or approvals would not, individually or in the aggregate, have a Material Adverse Effect.
(xxxi) There are no costs or liabilities associated with Environmental Laws (including, without limitation, any capital or operating
expenditures required for clean up, closure of properties or compliance with Environmental Laws or any permit, license or approval, any related constraints
on operating activities or any potential liabilities to third parties) which would, individually or in the aggregate, have a Material Adverse Effect.
(xxxii) No relationship, direct or indirect, exists between or among the Company or any of its subsidiaries, on the one hand, and the directors,
officers, stockholders, customers or suppliers of the Company or any of its subsidiaries, on the other, that is required by the Act to be described in the
Registration Statement and the Prospectus and that is not so described in such documents and in the Time of Sale Information.
(xxxiii) Neither the Company nor any of its subsidiaries nor, to the knowledge of the Company, any director, officer, employee or other person
acting on behalf of the Company or any of its subsidiaries has (A) used any corporate funds for any unlawful contribution, gift, entertainment or other
unlawful expense relating to political activity; (B) made any direct or indirect unlawful payment to any foreign or domestic government official or
employee from corporate funds; (C) violated or is in violation of any provision of the Foreign Corrupt Practices Act of 1977; or (D) made any bribe, rebate,
payoff, influence payment, kickback or other unlawful payment.
(xxxiv) Nothing has come to the attention of the Company that has caused the Company to believe that the statistical and market-related data
included in the Registration Statement, the Time of Sale Information and the Prospectus is not based on or derived from sources that are reliable and
accurate in all material respects.
(b) Any certificate signed by any officer of the Company and delivered to you or to counsel for the Underwriters pursuant to Section 5(j) hereof shall
be deemed a representation and warranty by the Company to each Underwriter as to the matters covered thereby.
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3. Purchase, Sale and Delivery of Securities.
(a) On the basis of the representations, warranties and agreements herein contained, but subject to the terms and conditions herein set forth, the
Company agrees to issue and sell _____ Firm Shares to the several Underwriters, and each Underwriter agrees, severally and not jointly, to purchase from the
Company the number of Firm Shares set forth opposite the name of such Underwriter in Schedule I hereto. The purchase price for each Firm Share shall be
$_____ per share. In making this Agreement, each Underwriter is contracting severally and not jointly; except as provided in paragraph (c) of this Section 3 and
in Section 8 hereof, the agreement of each Underwriter is to purchase only the respective number of Firm Shares specified in Schedule I.
It is understood that 150,000 shares of the Firm Shares to be sold by the Company (“Directed Stock”) will initially be reserved by the Underwriters
for offer and sale to employees and persons having relationships with the Company or its employees (“Directed Stock Participants”) upon the terms and
conditions set forth in the Time of Sale Disclosure Package and the Prospectus and in accordance with the rules and regulations of the National Association of
Securities Dealers, Inc. (“Directed Stock Program”). Under no circumstance will the Representative or any Underwriter be liable to the Company or any Directed
Stock Participant for any action taken or omitted to be taken in good faith in connection with such Directed Stock Program. To the extent that any shares of
Directed Stock are not affirmatively reconfirmed for purchase by any Directed Stock Participant on or immediately after the date of this Agreement, such
Directed Stock may be offered to the public as part of the public offering contemplated hereby. The Company agrees to pay all fees and disbursements incurred
by the Underwriters in connection with the Directed Stock Program, including counsel fees and any stamp duties or other taxes incurred by the Underwriters in
connection with the Directed Stock Program.
The Firm Shares will be delivered by the Company to you for the accounts of the several Underwriters against payment of the purchase price
therefor by wire transfer of same day funds payable to the order of the Company , as appropriate, at the offices of Davis Polk & Wardwell, 1600 El Camino Real,
Menlo Park, California or such other location as may be mutually acceptable, at 9:00 a.m. Central time on the third (or, if the Securities are priced, as
contemplated by Rule 15c6-1(c) under the Exchange Act, after 4:30 p.m. Eastern time, the fourth) full business day following the date hereof, or at such other
time and date as you and the Company determine pursuant to Rule 15c6-1(a) under the Exchange Act, such time and date of delivery being herein referred to as
the “First Closing Date.” If the Representative so elects, delivery of the Firm Shares may be made by credit through full fast transfer to the accounts at The
Depository Trust Company designated by the Representative.
(b) On the basis of the representations, warranties and agreements herein contained, but subject to the terms and conditions herein set forth, the
Company hereby grants to the several Underwriters an option to purchase all or any portion of the Option Shares at the same purchase price as the Firm Shares,
for use solely in covering any over-allotments made by
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the Underwriters in the sale and distribution of the Firm Shares. The option granted hereunder may be exercised in whole or in part at any time (but not more than
once) within 30 days after the effective date of this Agreement upon notice (confirmed in writing) by the Representative to the Company setting forth the
aggregate number of Option Shares as to which the several Underwriters are exercising the option, the names and denominations in which the certificates for the
Option Shares are to be registered and the date and time, as determined by you, when the Option Shares are to be delivered, such time and date being herein
referred to as the “Second Closing” and “Second Closing Date”, respectively; provided, however, that the Second Closing Date shall not be earlier than the First
Closing Date nor earlier than the second business day after the date on which the option shall have been exercised. The number of Option Shares to be purchased
by each Underwriter shall be the same percentage of the total number of Option Shares to be purchased by the several Underwriters as the number of Firm Shares
to be purchased by such Underwriter is of the total number of Firm Shares to be purchased by the several Underwriters, as adjusted by the Representative in such
manner as the Representative deem advisable to avoid fractional shares. No Option Shares shall be sold and delivered unless the Firm Shares previously have
been, or simultaneously are, sold and delivered.
The Option Shares will be delivered by the Company to you for the accounts of the several Underwriters against payment of the purchase price
therefor by wire transfer of same-day funds payable to the order of the Company at the offices of Davis Polk & Wardwell, 1600 El Camino Real, Menlo Park,
California or such other location as may be mutually acceptable at 9:00 a.m., Central time, on the Second Closing Date. If the Representative so elects, delivery of
the Option Shares may be made by credit through full fast transfer to the accounts at The Depository Trust Company designated by the Representative.
(c) It is understood that you, individually and not as Representative of the several Underwriters, may (but shall not be obligated to) make payment to
the Company on behalf of any Underwriter for the Securities to be purchased by such Underwriter. Any such payment by you shall not relieve any such
Underwriter of any of its obligations hereunder. Nothing herein contained shall constitute any of the Underwriters an unincorporated association or partner with
the Company.
4. Covenants.
(a) The Company covenants and agrees with the several Underwriters as follows:
(i) The Company will use its reasonable best efforts to cause any post-effective amendments to the Registration Statement permitted by this
Section 4(a)(i) to become effective as promptly as possible; the Company will notify you promptly of the time when any post-effective amendment to the
Registration Statement has become effective or any supplement to the Prospectus has been filed and of any request by the Commission for any amendment
or supplement to the Registration Statement or Prospectus or additional information; the Company will prepare and file a Prospectus containing the
information omitted therefrom pursuant to Rule 430A with
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the Commission within the time period required by, and otherwise in accordance with the provisions of, Rules 424(b) and 430A; if the Company has
elected to rely upon Rule 462(b) to increase the size of the offering registered under the Act, the Company has prepared and filed or will prepare and file an
abbreviated registration statement with respect to such increase with the Commission within the time period required by, and otherwise in accordance with
the provisions of, Rule 462(b); the Company will prepare and file with the Commission, promptly upon your request, any amendments or supplements to
the Registration Statement or Prospectus that, in your opinion, may be necessary or advisable in connection with the distribution of the Securities by the
Underwriters and to which the Company does not reasonably object; and the Company will not file any amendment or supplement to the Registration
Statement, the Time of Sale Disclosure Package or the Prospectus to which you shall reasonably object by notice to the Company after having been
furnished a copy a reasonable time prior to the filing.
(ii) The Company will advise you, promptly after it shall receive notice or obtain knowledge thereof, of the issuance by the Commission of any
stop order suspending the effectiveness of the Registration Statement, or any post-effective amendment thereto or preventing or suspending the use of any
Preliminary Prospectus, the Time of Sale Disclosure Package, the Prospectus or any Issuer Free Writing Prospectus, of the suspension of the qualification
of the Securities for offering or sale in any jurisdiction, or of the initiation or threatening of any proceeding for any such purpose or pursuant to Section 8A
under the Act; and the Company will promptly use its reasonable best efforts to prevent the issuance of any stop order or to obtain its withdrawal if such a
stop order should be issued. Additionally, the Company agrees that it shall comply with the provisions of Rules 424(b) and 430A, as applicable, and will
use its reasonable efforts to confirm that any filings made by the Company under Rule 424(b), Rule 433 or Rule 462 were received in a timely manner by
the Commission.
(iii) (A) Within the time during which a prospectus (or in lieu thereof the notice referred to in Rule 173(a) of the Rules and Regulations)
relating to the Securities is required to be delivered under the Act, the Company will comply with all requirements imposed upon it by the Act, as now and
hereafter amended, and by the Rules and Regulations, as from time to time in force, so far as necessary to permit the continuance of sales of or dealings in
the Securities as contemplated by the provisions hereof, the Time of Sale Disclosure Package and the Prospectus. If during such period any event occurs as
a result of which the Prospectus (or if the Prospectus is not yet available to prospective purchasers, the Time of Sale Disclosure Package) would include an
untrue statement of a material fact or omit to state a material fact necessary to make the statements therein, in the light of the circumstances then existing,
not misleading, or if during such period it is necessary to amend the Registration Statement or supplement the Prospectus (or if the Prospectus is not yet
available to prospective investors, the Time of Sale Disclosure Package) to comply with the Act, the Company will promptly notify you and will amend the
Registration Statement or supplement the
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Prospectus (or, if the Prospectus is not yet available to prospective purchasers, the Time of Sale Disclosure Package) (at the expense of the Company) so as
to correct such statement or omission or effect such compliance.
(B) If at any time following issuance of an Issuer Free Writing Prospectus there occurred or occurs an event or development as a result of
which such Issuer Free Writing Prospectus conflicted or would conflict with the information contained in the Registration Statement, any Statutory
Prospectus or the Prospectus relating to the Securities or included or would include an untrue statement of a material fact or omitted or would omit to state
a material fact necessary in order to make the statements therein, in the light of the circumstances then existing, not misleading, the Company has promptly
notified or promptly shall notify the Representative and has promptly amended or shall promptly amend or supplement, at its own expense, such Issuer
Free Writing Prospectus to eliminate or correct such conflict, untrue statement or omission, it being understood and agreed that a subsequently filed
Registration Statement, Statutory Prospectus or Prospectus that eliminates or corrects such untrue statement or omission shall be deemed to constitute an
amendment or supplement of such Issuer Free Writing Prospectus for purposes of this Section 4(a)(iii)(B) so long as the Company has complied with the
notice requirements of this Section 4(a)(iii)(B).
(iv) The Company shall take or cause to be taken all necessary action to qualify the Securities for sale under the securities laws of such
jurisdictions as you reasonably designate or as is necessary to effect the distribution of the Directed Stock and to continue such qualifications in effect so
long as required for the distribution of the Securities, except that the Company shall not be required in connection therewith to qualify as a foreign
corporation or to execute a general consent to service of process in any state.
(v) The Company will furnish to the Underwriters and counsel for the Underwriters copies of the Registration Statement (three of which will
be signed and will include all consents and exhibits filed therewith), each Preliminary Prospectus, the Time of Sale Disclosure Package, the Prospectus, any
Issuer Free Writing Prospectus and all amendments and supplements to such documents, in each case as soon as available and in such quantities as you
may from time to time reasonably request.
(vi) During a period of five years commencing with the date hereof, the Company will furnish to the Representative, and to each Underwriter
who may so request in writing, copies of all periodic and special reports furnished to the stockholders of the Company and all information, documents and
reports filed with the Commission, the National Association of Securities Dealers, Inc., the New York Stock Exchange or any securities exchange (other
than any such information, documents and reports that are filed with the Commission electronically via EDGAR or any successor system).
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(vii) The Company will make generally available to its security holders as soon as practicable, but in any event not later than 15 months after
the end of the Company’s current fiscal quarter, an earnings statement (which need not be audited) covering a 12-month period beginning after the effective
date of the Registration Statement that shall satisfy the provisions of Section 11(a) of the Act and Rule 158 of the Rules and Regulations.
(viii) The Company, whether or not the transactions contemplated hereunder are consummated or this Agreement is prevented from becoming
effective under the provisions of Section 9(a) hereof or is terminated, will pay or cause to be paid (A) all expenses (including transfer taxes allocated to the
respective transferees) incurred in connection with the delivery to the Underwriters of the Securities, (B) all expenses and fees (including, without
limitation, fees and expenses of the Company’s accountants and counsel but, except as otherwise provided below, not including fees of the Underwriters’
counsel) in connection with the preparation, printing, filing, delivery, and shipping of the Registration Statement (including the financial statements therein
and all amendments, schedules, and exhibits thereto), the Securities, each Preliminary Prospectus, the Time of Sale Disclosure Package, the Prospectus, any
Issuer Free Writing Prospectus and any amendment thereof or supplement thereto, and the printing, delivery, and shipping of this Agreement and other
underwriting documents, including Blue Sky Memoranda (covering the states and other applicable jurisdictions), (C) all filing fees and fees and
disbursements of the Underwriters’ counsel incurred in connection with the qualification of the Securities for offering and sale by the Underwriters or by
dealers under the securities or blue sky laws of the states and other jurisdictions which you shall designate or are necessary to distribute the Directed Stock,
(D) the fees and expenses of any transfer agent or registrar, (E) the filing fees and fees and disbursements of the Underwriters’ counsel incident to any
required review by the National Association of Securities Dealers, Inc. of the terms of the sale of the Securities, (F) listing fees, if any, and (G) all other
costs and expenses of the Company incident to the performance of its obligations hereunder that are not otherwise specifically provided for herein. If the
sale of the Securities provided for herein is not consummated by reason of action by the Company pursuant to Section 9(a) hereof which prevents this
Agreement from becoming effective, or by reason of any failure, refusal or inability on the part of the Company to perform any agreement on its part to be
performed, or because any other condition of the Underwriters’ obligations hereunder required to be fulfilled by the Company is not fulfilled, the Company
will reimburse the several Underwriters for all out-of-pocket disbursements (including fees and disbursements of counsel) incurred by the Underwriters in
connection with their investigation, preparing to market and marketing the Securities of in contemplation of performing their obligations hereunder;
provided, however, that the Underwriters shall bear the cost of travel and lodging for the Underwriters in connection with investor presentations on any
“road show” undertaken in connection with the marketing of the Securities, stock transfer taxes on any resale of the Securities by them and any advertising
expenses connected with any offers they may make. The Company shall not in any event be
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liable to any of the Underwriters for loss of anticipated profits from the transactions covered by this Agreement.
(ix) The Company will apply the net proceeds from the sale of the Securities to be sold by it hereunder for the purposes set forth in the Time of
Sale Disclosure Package and the Prospectus and will file such reports with the Commission with respect to the sale of the Securities and the application of
the proceeds therefrom as may be required in accordance with Rule 463 of the Rules and Regulations.
(x) The Company will not, without the prior written consent of Piper Jaffray & Co., from the date of execution of this Agreement and
continuing to and including the date 180 days after the date of the Prospectus (the “Lock-Up Period”) offer for sale, sell, contract to sell, pledge, grant any
option for the sale of, enter into any transaction which is designed to, or might reasonably be expected to, result in the disposition (whether by actual
disposition or effective economic disposition due to cash settlement or otherwise) by the Company or any affiliate, or otherwise issue or dispose of, directly
or indirectly (or publicly disclose the intention to make any such offer, sale, contract to sell, pledge, grant, issuance or other disposition), any Common
Stock or any securities convertible into or exchangeable for, or any options or rights to purchase or acquire, Common Stock, except (i) to the Underwriters
pursuant to this Agreement, (ii) upon the conversion of securities outstanding on the date hereof or (iii) to directors, employees and consultants of the
Company under the Company’s stock option plans disclosed in the Time of Sale Disclosure Package and the Prospectus that are existing on the date hereof.
The Company agrees not to accelerate the vesting of any option or warrant or the lapse of any repurchase right prior to the expiration of the Lock-Up
Period. If (1) during the period that begins on the date that is 18 calendar days before the last day of the Lock-Up Period and ends on the last day of the
Lock-Up Period, (a) the Company issues an earnings release, (b) the Company publicly announces material news or (c) a material event relating to the
Company occurs; or (2) prior to the expiration of the Lock-Up Period, the Company announces that it will release earnings results during the 16-day period
beginning on the last day of the Lock-Up Period, then the restrictions in this Section 4(a)(x), unless otherwise waived by Piper Jaffray & Co. in writing,
shall continue to apply until the expiration of the date that is 18 calendar days after the date on which (a) the Company issues the earnings release, (b) the
Company publicly announces material news or (c) a material event relating to the Company occurs. The Company will provide the Representative, any comanagers and each person subject to a Lock-Up Agreement (as defined below) with prior notice of any such release, announcement or occurrence that
gives rise to the extension of the Lock-Up Period.
(xi) The Company has caused to be delivered to you prior to the date of this Agreement a letter in the form of Exhibit A-1 hereto from
Mr. Hiromitsu Ogawa and shareholders named therein, a letter in the form of Exhibit A-2 hereto from each of the Company’s other directors, officers and
stockholders and a letter in the form of
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Exhibit A-3 hereto from the DBJ Value Up Fund (each such letter agreement being referred to herein as a “Lock-Up Agreement”). The Company will
enforce the terms of each Lock-Up Agreement and issue stop-transfer instructions to the transfer agent for the Common Stock with respect to any
transaction or contemplated transaction that would constitute a breach of or default under the applicable Lock-Up Agreement.
(xii) The Company will enforce the terms of Section 16, Market Standoff, of the Company’s 2007 Equity Incentive Plan and issue stop-transfer
instructions to the transfer agent for the Common Stock with respect to any transaction or contemplated transaction that would constitute a breach of or
default under Section 16 of the Company’s 2007 Equity Incentive Plan.
(xiii) The Company has not taken and will not take, directly or indirectly, any action designed to or which might reasonably be expected to
cause or result in, or which has constituted, the stabilization or manipulation of the price of any security of the Company to facilitate the sale or resale of
the Securities, and has not effected any sales of Common Stock which are required to be disclosed in response to Item 701 of Regulation S-K under the Act
which have not been so disclosed in the Registration Statement.
(xiv) The Company will not incur any liability for any finder’s or broker’s fee or agent’s commission in connection with the execution and
delivery of this Agreement or the consummation of the transactions contemplated hereby.
(xv) The Company will comply with all applicable securities and other applicable laws, rules and regulations in each foreign jurisdiction in
which Directed Stock is offered in connection with the Directed Stock Program.
(xvi) The Company will file with the Commission such periodic and special reports as required by the Act and the Rules and Regulations.
(xvii) The Company and its subsidiaries will maintain such controls and other procedures, including without limitation those required by
Sections 302 and 906 of the Sarbanes-Oxley Act and the applicable regulations thereunder, that are designed to ensure that information required to be
disclosed by the Company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported within the time
periods specified in the Commission’s rules and forms, including without limitation, controls and procedures designed to ensure that information required
to be disclosed by the Company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the Company’s
management, including its principal executive officer and its principal financial officer, or persons performing similar functions, as appropriate to allow
timely decisions regarding required disclosure, to ensure that material information relating to Company, including its subsidiaries, is made known to them
by others within those entities.
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(xviii) The Company and its subsidiaries will comply with all effective applicable provisions of the Sarbanes-Oxley Act.
(xix) The Company represents and agrees that, unless it obtains the prior written consent of Piper Jaffray & Co., and each Underwriter
severally represents and agrees that, unless it obtains the prior written consent of the Company and Piper Jaffray & Co., it has not made and will not make
any offer relating to the Securities that would constitute an “issuer free writing prospectus,” as defined in Rule 433, or that would otherwise constitute a
“free writing prospectus,” as defined in Rule 405, required to be filed with the Commission; provided that the prior written consent of the parties hereto
shall be deemed to have been given in respect of the free writing prospectuses included in Schedule II. Any such free writing prospectus consented to by
the Company and Piper Jaffray & Co. is hereinafter referred to as a “Permitted Free Writing Prospectus.” The Company represents that it has treated or
agrees that it will treat each Permitted Free Writing Prospectus as an “issuer free writing prospectus,” as defined in Rule 433, and has complied and will
comply with the requirements of Rule 433 applicable to any Permitted Free Writing Prospectus, including timely Commission filing where required,
legending and record keeping. The Company represents that it has satisfied and agrees that it will satisfy the conditions in Rule 433 to avoid a requirement
to file with the Commission any electronic road show.
(b) [Reserved]
5. Conditions of Underwriters’ Obligations. The obligations of the several Underwriters hereunder are subject to the accuracy, as of the date hereof and at
each of the First Closing Date and the Second Closing Date (as if made at such Closing Date), of and compliance with all representations, warranties and
agreements of the Company contained herein, to the performance by the Company of its obligations hereunder and to the following additional conditions:
(a) All filings required by Rules 424, 430A and 433 shall have been timely made (without reliance on Rule 424(b)(8) or Rule 164(b)); no stop order
suspending the effectiveness of the Registration Statement or any amendment thereof, nor suspending or preventing the use of the Time of Sale Disclosure
Package, the Prospectus or any Issuer Free Writing Prospectus shall have been issued; no proceedings for the issuance of such an order or pursuant to Section 8A
of the Act shall have been initiated or threatened; and any request of the Commission for additional information (to be included in the Registration Statement, the
Time of Sale Disclosure Package, the Prospectus, any Issuer Free Writing Prospectus or otherwise) shall have been complied with to your satisfaction.
(b) No Underwriter shall have advised the Company that the Registration Statement, the Time of Sale Disclosure Package or the Prospectus, or any
amendment thereof or supplement thereto, or any Issuer Free Writing Prospectus contains an untrue statement of fact which, in your opinion, is material, or omits
to state a fact which, in the reasonable opinion
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of counsel to the Underwriters, is material and is required to be stated therein or necessary to make the statements therein not misleading.
(c) Except as contemplated in the Time of Sale Disclosure Package and the Prospectus, subsequent to the respective dates as of which information is
given in the Time of Sale Disclosure Package, neither the Company nor any of its subsidiaries shall have incurred any material liabilities or obligations, direct or
contingent, or entered into any material transactions, or declared or paid any dividends or made any distribution of any kind with respect to its capital stock; there
shall not have been any change in the Company’s capital stock (other than a change in the number of outstanding shares of Common Stock due to the issuance of
shares upon the exercise of outstanding options or warrants that are disclosed in the Registration Statement, the Time of Sale Disclosure Package and the
Prospectus); and there shall not have been any material change in the short-term or long-term debt of the Company, or any issuance of options, warrants,
convertible securities or other rights to purchase the capital stock of the Company or any of its subsidiaries, or any Material Adverse Change or any development
involving a prospective Material Adverse Change (whether or not arising in the ordinary course of business), that, in your judgment, makes it impractical or
inadvisable to offer or deliver the Securities on the terms and in the manner contemplated in the Time of Sale Disclosure Package and the Prospectus.
(d) On or after the Time of Sale (i) no downgrading shall have occurred in the rating accorded the Company’s debt securities or preferred stock by
any “nationally recognized statistical organization,” as that term is defined by the Commission for purposes of Rule 436(g)(2), and (ii) no such organization shall
have publicly announced that it has under surveillance or review, with possible negative implications, its rating of any of the Company’s debt securities or
preferred stock;
(e) On each Closing Date, there shall have been furnished to you, as Representative of the several Underwriters, the opinion of Perkins Coie LLP,
counsel for the Company, dated such Closing Date and addressed to you, in substantially the form attached hereto as Exhibit B.
(f) On each Closing Date, there shall have been furnished to you, as Representative of the several Underwriters, the opinion of Osborne Clarke,
counsel for Container Applications International (U.K.) Limited, Sky Container Trading Limited and Sky Domestic Container Leasing Limited, dated such
Closing Date and addressed to you, in substantially the form attached hereto as Exhibit C.
(g) On each Closing Date, there shall have been furnished to you, as Representative of the several Underwriters, the opinion of [Japanese Counsel],
counsel for CAIJ, Inc. and Container Applications International Corporation, dated such Closing Date and addressed to you, in substantially the form attached
hereto as Exhibit D.
(h) On each Closing Date, there shall have been furnished to you, as Representative of the several Underwriters, such opinion or opinions from
Davis Polk &
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Wardwell, counsel for the several Underwriters, dated such Closing Date and addressed to you, with respect to such matters as you reasonably may request, and
such counsel shall have received such papers and information as they request to enable them to pass upon such matters.
(i) On each Closing Date, you, as Representative of the several Underwriters, shall have received a letter of KPMG LLP, dated such Closing Date
and addressed to you, confirming that they are independent public accountants within the meaning of the Act and are in compliance with the applicable
requirements relating to the qualifications of accountants under Rule 2-01 of Regulation S-X of the Commission, and stating, as of the date of such letter (or, with
respect to matters involving changes or developments since the respective dates as of which specified financial information is given in the Time of Sale
Disclosure Package, as of a date not prior to the date hereof or more than five days prior to the date of such letter), the conclusions and findings of said firm with
respect to the financial information and other matters covered by its letter delivered to you concurrently with the execution of this Agreement, and the effect of
the letter so to be delivered on such Closing Date shall be to confirm the conclusions and findings set forth in such prior letter.
(j) On each Closing Date, there shall have been furnished to you, as Representative of the Underwriters, a certificate, dated such Closing Date and
addressed to you, signed by the chief executive officer and by the chief financial officer of the Company, to the effect that:
(i) The representations and warranties of the Company in this Agreement are true and correct, in all material respects, as if made at and as of
such Closing Date, and the Company has complied with all the agreements and satisfied all the conditions on its part to be performed or satisfied at or prior
to such Closing Date;
(ii) No stop order or other order suspending the effectiveness of the Registration Statement or any amendment thereof or the qualification of
the Securities for offering or sale, nor suspending or preventing the use of the Time of Sale Disclosure Package, the Prospectus or any Issuer Free Writing
Prospectus, has been issued, and no proceeding for that purpose or pursuant to Section 8A of the Act has been instituted or, to the best of their knowledge,
is contemplated by the Commission or any state or regulatory body; and
(iii) The signers of said certificate have carefully examined the Registration Statement, the Time of Sale Disclosure Package and the
Prospectus, and any amendments thereof or supplements thereto, and (A) the Registration Statement and the Prospectus, and any amendments thereof or
supplements thereto contain, and contained when the Registration Statement, or any amendment thereof, became effective, all statements and information
required to be included therein, the Registration Statement, or any amendment thereof, does not contain and did not contain when the Registration
Statement, or any amendment thereof, became effective, any untrue statement of a material fact or omit to state any material fact required to be stated
therein or necessary to make the statements therein not misleading, and the Prospectus, as
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amended or supplemented, does not include and did not include as of its date or the time of first use within the meaning of the Rules and Regulations, any
untrue statement of material fact or omit to state and did not omit to state as of its date or the time of first use within the meaning of the Rules and
Regulations a material fact necessary to make the statements therein, in light of the circumstances under which they were made, not misleading, (B) neither
(1) the Time of Sale Disclosure Package nor (2) any individual Issuer Limited-Use Free Writing Prospectus, when considered together with the Time of
Sale Disclosure Package, includes, nor included as of the Time of Sale any untrue statement of a material fact or omits, or omitted as of the Time of Sale, to
state any material fact necessary in order to make the statements therein, in the light of the circumstances under which they were made, not misleading,
(C) since the Time of Sale there has occurred no event a description of which is required to be set forth in an amended or supplemented prospectus which
has not been so set forth, (D) subsequent to the respective dates as of which information is given in the Time of Sale Disclosure Package, neither the
Company nor any of its subsidiaries has incurred any material liabilities or obligations, direct or contingent, or entered into any material transactions, not in
the ordinary course of business, or declared or paid any dividends or made any distribution of any kind with respect to its capital stock, there has not been
any change in the Company’s capital stock (other than a change in the number of outstanding shares of Common Stock due to the issuance of shares upon
the exercise of outstanding options or warrants that are disclosed in the Registration Statement, the Time of Sale Disclosure Package and the Prospectus),
and there has not been any material change in the short-term or long-term debt, or any issuance of options, warrants, convertible securities or other rights to
purchase the capital stock, of the Company, or any of its subsidiaries, or any Material Adverse Change or any development involving a prospective
Material Adverse Change (whether or not arising in the ordinary course of business), and (E) except as stated in the Registration Statement, the Time of
Sale Disclosure Package and the Prospectus, there is not pending, or, to the knowledge of the Company, threatened or contemplated, any action, suit or
proceeding to which the Company or any of its subsidiaries is a party before or by any court or governmental agency, authority or body, or any arbitrator,
which would reasonably be expected to result in any Material Adverse Change.
(k) The Company shall have furnished to you and counsel for the Underwriters such additional documents, certificates and evidence as you or they
may have reasonably requested.
(l) The Securities shall have been included for listing on the New York Stock Exchange and satisfactory evidence of such actions shall have been
provided to you, as Representative of the Underwriters.
All such opinions, certificates, letters and other documents will be in compliance with the provisions hereof only if they are reasonably satisfactory
in form and substance to you
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and counsel for the Underwriters. The Company will furnish you with such conformed copies of such opinions, certificates, letters and other documents as you
shall reasonably request.
6. Indemnification and Contribution.
(a) The Company agrees to indemnify and hold harmless each Underwriter against any losses, claims, damages or liabilities, joint or several, to
which such Underwriter may become subject, under the Act or otherwise (including in settlement of any litigation if such settlement is effected with the written
consent of the Company), insofar as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or
alleged untrue statement of a material fact contained in the Registration Statement, including the information deemed to be a part of the Registration Statement at
the time of effectiveness and at any subsequent time pursuant to Rule 430A and Rule 430C of the Rules and Regulations, if applicable, any Preliminary
Prospectus, the Time of Sale Disclosure Package, the Prospectus, or any amendment or supplement thereto, any Issuer Free Writing Prospectus or in any materials
or information provided to investors by, or with the approval of, the Company in connection with the marketing of the offering of the Common Stock
(“Marketing Materials”), including any roadshow or investor presentations made to investors by the Company (whether in person or electronically), or arise out
of or are based upon the omission or alleged omission to state therein a material fact required to be stated therein or necessary to make the statements therein not
misleading, and will reimburse each Underwriter for any legal or other expenses reasonably incurred by it in connection with investigating or defending against
such loss, claim, damage, liability or action; provided, however, that the Company shall not be liable in any such case to the extent that any such loss, claim,
damage, liability or action arises out of or is based upon an untrue statement or alleged untrue statement or omission or alleged omission made in the Registration
Statement, any Preliminary Prospectus, the Time of Sale Disclosure Package, the Prospectus, or any such amendment or supplement, any such Issuer Free Writing
Prospectus or in any Marketing Materials, in reliance upon and in conformity with written information furnished to the Company by you, or by any Underwriter
through you, specifically for use in the preparation thereof.
In addition to its other obligations under this Section 6(a), the Company agrees that, as an interim measure during the pendency of any claim, action,
investigation, inquiry or other proceeding arising out of or based upon any statement or omission, or any alleged statement or omission, described in this
Section 6(a), it will reimburse each Underwriter on a monthly basis for all reasonable legal fees or other expenses incurred in connection with investigating or
defending any such claim, action, investigation, inquiry or other proceeding, notwithstanding the absence of a judicial determination as to the propriety and
enforceability of the Company’s obligation to reimburse the Underwriters for such expenses and the possibility that such payments might later be held to have
been improper by a court of competent jurisdiction. To the extent that any such interim reimbursement payment is so held to have been improper, the Underwriter
that received such payment shall promptly return it to the party or parties that made such payment, together with interest, compounded daily, determined on the
basis of the prime rate (or other commercial lending rate for borrowers of the highest credit
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standing) announced from time to time by Citibank (the “Prime Rate”). Any such interim reimbursement payments which are not made to an Underwriter within
30 days of a request for reimbursement shall bear interest at the Prime Rate from the date of such request unless such indemnifying party reasonably objects to
any such reimbursement payment, in which case no interest shall accrue or be payable by an indemnifying party unless and until such objection has been resolved
and interest on such amount shall only accrue from the date of such resolution.
(b) Each Underwriter will indemnify and hold harmless the Company against any losses, claims, damages or liabilities to which the Company may
become subject, under the Act or otherwise (including in settlement of any litigation, if such settlement is effected with the written consent of such Underwriter),
insofar as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or alleged untrue statement
of a material fact contained in the Registration Statement, any Preliminary Prospectus, the Time of Sale Disclosure Package, the Prospectus, or any amendment or
supplement thereto, or any Issuer Free Writing Prospectus or arise out of or are based upon the omission or alleged omission to state therein a material fact
required to be stated therein or necessary to make the statements therein not misleading, in each case to the extent, but only to the extent, that such untrue
statement or alleged untrue statement or omission or alleged omission was made in the Registration Statement, any Preliminary Prospectus, the Time of Sale
Disclosure Package, the Prospectus, or any such amendment or supplement, or any Issuer Free Writing Prospectus in reliance upon and in conformity with written
information furnished to the Company by you, or by such Underwriter through you, specifically for use in the preparation thereof, and will reimburse the
Company for any legal or other expenses reasonably incurred by the Company in connection with investigating or defending against any such loss, claim,
damage, liability or action.
(c) Promptly after receipt by an indemnified party under Section 6(a) or 6(b) above of notice of the commencement of any action, such indemnified
party shall, if a claim in respect thereof is to be made against the indemnifying party under such subsection, notify the indemnifying party in writing of the
commencement thereof; but the omission so to notify the indemnifying party shall not relieve the indemnifying party from any liability that it may have to any
indemnified party except to the extent such indemnifying party has been materially prejudiced by such failure. In case any such action shall be brought against
any indemnified party, and the indemnified party shall notify the indemnifying party of the commencement thereof, the indemnifying party shall be entitled to
participate in, and, to the extent that it shall wish, jointly with any other indemnifying party similarly notified, to assume the defense thereof, with counsel
reasonably satisfactory to such indemnified party, and after notice from the indemnifying party to such indemnified party of the indemnifying party’s election so
to assume the defense thereof, the indemnifying party shall not be liable to such indemnified party under such subsection for any legal or other expenses
subsequently incurred by such indemnified party in connection with the defense thereof other than reasonable costs of investigation; provided, however, that if, in
the sole judgment of the Representative, it is advisable for the Underwriters to be represented as a group by separate counsel, the Representative shall have the
right to employ a single counsel to represent the Representative
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and all Underwriters who may be subject to liability arising from any claim in respect of which indemnity may be sought by the Underwriters under Section 6(a)
hereof, in which event the reasonable fees and expenses of such separate counsel shall be borne by the indemnifying party or parties and reimbursed to the
Underwriters as incurred (in accordance with the provisions of the second paragraph in Section 6(a) hereof). An indemnifying party shall not be obligated under
any settlement agreement relating to any action under this Section 6 to which it has not agreed in writing.
(d) If the indemnification provided for in this Section 6 is unavailable or insufficient to hold harmless an indemnified party under Sections 6(a) or
6(b) hereof, then each indemnifying party shall contribute to the amount paid or payable by such indemnified party as a result of the losses, claims, damages or
liabilities referred to in Sections 6(a) or 6(b) hereof, (i) in such proportion as is appropriate to reflect the relative benefits received by the Company on the one
hand and the Underwriters on the other from the offering of the Securities or (ii) if the allocation provided by clause (i) above is not permitted by applicable law,
in such proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) above but also the relative fault of the Company on the one
hand and the Underwriters on the other in connection with the statements or omissions that resulted in such losses, claims, damages or liabilities, as well as any
other relevant equitable considerations. The relative benefits received by the Company on the one hand and the Underwriters on the other shall be deemed to be in
the same proportion as the total net proceeds from the offering (before deducting expenses) received by the Company bear to the total underwriting discounts and
commissions received by the Underwriters, in each case as set forth in the table on the cover page of the Prospectus. The relative fault shall be determined by
reference to, among other things, whether the untrue or alleged untrue statement of a material fact or the omission or alleged omission to state a material fact
relates to information supplied by the Company or the Underwriters and the parties’ relevant intent, knowledge, access to information and opportunity to correct
or prevent such untrue statement or omission. The Company and the Underwriters agree that it would not be just and equitable if contributions pursuant to this
Section 6(d) were to be determined by pro rata allocation (even if the Underwriters were treated as one entity for such purpose) or by any other method of
allocation which does not take account of the equitable considerations referred to in the first sentence of this Section 6(d). The amount paid by an indemnified
party as a result of the losses, claims, damages or liabilities referred to in the first sentence of this Section 6(d) shall be deemed to include any legal or other
expenses reasonably incurred by such indemnified party in connection with investigating or defending against any action or claim which is the subject of this
Section 6(d). Notwithstanding the provisions of this Section 6(d), no Underwriter shall be required to contribute any amount in excess of the amount by which the
total price at which the Securities underwritten by it and distributed to the public were offered to the public exceeds the amount of any damages that such
Underwriter has otherwise been required to pay by reason of such untrue or alleged untrue statement or omission or alleged omission. No person guilty of
fraudulent misrepresentation (within the meaning of Section 11(f) of the Act) shall be entitled to contribution from any person who was not guilty of such
fraudulent misrepresentation. The Underwriters’ obligations
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in this Section 6(d) to contribute are several in proportion to their respective underwriting obligations and not joint.
(e) The obligations of the Company under this Section 6 shall be in addition to any liability which the Company may otherwise have and shall extend, upon
the same terms and conditions, to each person, if any, who controls any Underwriter within the meaning of the Act; and the obligations of the Underwriters under
this Section 6 shall be in addition to any liability that the respective Underwriters may otherwise have and shall extend, upon the same terms and conditions, to
each director of the Company (including any person who, with his consent, is named in the Registration Statement as about to become a director of the
Company), to each officer of the Company who has signed the Registration Statement and to each person, if any, who controls the Company within the meaning
of the Act.
(f) The Underwriters severally confirm and the Company acknowledges that the statements with respect to the public offering of the Securities by the
Underwriters set forth in the Prospectus under the caption “Underwriting,” insofar as such statements disclose concession and reallowance figures in the second
paragraph thereunder, describe sales to discretionary accounts in the 7th paragraph thereunder and relate to stabilization and passive market making activities in
the 11th and 12th paragraphs thereunder, are correct and constitute the only information concerning such Underwriters furnished in writing to the Company by or
on behalf of the Underwriters specifically for inclusion in the Registration Statement, any Preliminary Prospectus, the Time of Sale Disclosure Package, the
Prospectus or any Issuer Free Writing Prospectus.
(g) In connection with the offer and sale of the Directed Stock, the Company agrees, promptly upon a request in writing, to indemnify and hold harmless
the Underwriters from and against any and all losses, liabilities, claims, damages and expenses incurred by them as a result of the failure of the Directed Stock
Participants to affirmatively reconfirm the Directed Stock for purchase as of the date of this Agreement or to pay for and accept delivery of the Directed Stock by
the end of the First Closing Date.
7. Representations and Agreements to Survive Delivery. All representations, warranties and agreements of the Company herein or in certificates delivered
pursuant hereto, and the agreements of the several Underwriters, the Company contained in Section 6 hereof, shall remain operative and in full force and effect
regardless of any investigation made by or on behalf of any Underwriter or any controlling person thereof, or the Company or any of its officers, directors, or
controlling persons, and shall survive delivery of, and payment for, the Securities to and by the Underwriters hereunder.
8. Substitution of Underwriters.
(a) If any Underwriter or Underwriters shall fail to take up and pay for the amount of Firm Shares agreed by such Underwriter or Underwriters to be
purchased hereunder, upon tender of such Firm Shares in accordance with the terms hereof, and the amount of Firm Shares not purchased does not aggregate
more than 10% of the total amount of Firm Shares set
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forth in Schedule I hereto, the remaining Underwriters shall be obligated to take up and pay for (in proportion to their respective underwriting obligations
hereunder as set forth in Schedule I hereto except as may otherwise be determined by you) the Firm Shares that the withdrawing or defaulting Underwriters
agreed but failed to purchase.
(b) If any Underwriter or Underwriters shall fail to take up and pay for the amount of Firm Shares agreed by such Underwriter or Underwriters to be
purchased hereunder, upon tender of such Firm Shares in accordance with the terms hereof, and the amount of Firm Shares not purchased aggregates more than
10% of the total amount of Firm Shares set forth in Schedule I hereto, and arrangements satisfactory to you for the purchase of such Firm Shares by other persons
are not made within 36 hours thereafter, this Agreement shall terminate. In the event of any such termination the Company shall not have any liability to any
Underwriter (except to the extent provided in Section 4(a)(viii), and Section 6 hereof) nor shall any Underwriter (other than an Underwriter who shall have failed,
otherwise than for some reason permitted under this Agreement, to purchase the amount of Firm Shares agreed by such Underwriter to be purchased hereunder)
have any liability to the Company (except to the extent provided in Section 6 hereof).
If Firm Shares to which a default relates are to be purchased by the non-defaulting Underwriters or by any other party or parties, the Representative or the
Company shall have the right to postpone the First Closing Date for not more than seven business days in order that the necessary changes in the Registration
Statement, the Time of Sale Disclosure Package, the Prospectus or any other documents, as well as any other arrangements, may be effected. As used herein, the
term “Underwriter” includes any person substituted for an Underwriter under this Section 8.
9. Effective Date of this Agreement and Termination.
(a) This Agreement shall become effective at 10:00 a.m., Central time, on the first full business day following the effective date of the Registration
Statement, or at such earlier time after the effective time of the Registration Statement as you in your discretion shall first release the Securities for sale to the
public; provided, that if the Registration Statement is effective at the time this Agreement is executed, this Agreement shall become effective at such time as you
in your discretion shall first release the Securities for sale to the public. For the purpose of this Section, the Securities shall be deemed to have been released for
sale to the public upon release by you of an electronic communication authorizing commencement of the offering of the Securities for sale by the Underwriters or
other securities dealers. By giving notice as hereinafter specified before the time this Agreement becomes effective, you, as Representative of the several
Underwriters, or the Company, may prevent this Agreement from becoming effective without liability of any party to any other party, except that the provisions of
Section 4(a)(viii), and Section 6 hereof shall at all times be effective.
(b) You, as Representative of the several Underwriters, shall have the right to terminate this Agreement by giving notice as hereinafter specified at
any time at or prior to the First Closing Date, and the option referred to in Section 3(b), if exercised, may be cancelled at
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any time prior to the Second Closing Date, if (i) the Company shall have failed, refused or been unable, at or prior to such Closing Date, to perform any
agreement on its part to be performed hereunder, (ii) any other condition of the Underwriters’ obligations hereunder is not fulfilled, (iii) trading on the Nasdaq
Global Market, the New York Stock Exchange or the American Stock Exchange shall have been wholly suspended, (iv) minimum or maximum prices for trading
shall have been fixed, or maximum ranges for prices for securities shall have been required, on the Nasdaq Global Market, the New York Stock Exchange or the
American Stock Exchange, by such market or exchange or by order of the Commission or any other governmental authority having jurisdiction, (v) a banking
moratorium shall have been declared by federal or state authorities, or (vi) there shall have occurred any outbreak or escalation of hostilities or any change in
financial markets or any calamity or crisis that, in your judgment, is material and adverse and makes it impractical or inadvisable to proceed with the completion
of the sale of and payment for the Securities. Any such termination shall be without liability of any party to any other party except that the provisions of
Section 4(a)(viii), and Section 6 hereof shall at all times be effective.
(c) If you elect to prevent this Agreement from becoming effective or to terminate this Agreement as provided in this Section, the Company and each
shall be notified promptly by you by telephone, confirmed by letter.
10. Notices. Except as otherwise provided herein, all communications hereunder shall be in writing and, if to the Underwriters, shall be mailed or delivered
to the Representative c/o Piper Jaffray & Co., 800 Nicollet Mall, Minneapolis, Minnesota 55402; if to the Company, shall be mailed or delivered to it at One
Embarcadero Center, Suite 2101, San Francisco, CA 94111, Attention: Chief Executive Officer; or in each case to such other address as the person to be notified
may have requested in writing. Any party to this Agreement may change such address for notices by sending to the parties to this Agreement written notice of a
new address for such purpose.
11. Persons Entitled to Benefit of Agreement. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their respective
successors and assigns and the controlling persons, officers and directors referred to in Section 6. Nothing in this Agreement is intended or shall be construed to
give to any other person, firm or corporation any legal or equitable remedy or claim under or in respect of this Agreement or any provision herein contained. The
term “successors and assigns” as herein used shall not include any purchaser, as such purchaser, of any of the Securities from any of the several Underwriters.
12. Absence of Fiduciary Relationship. The Company acknowledges and agrees that: (a) the Representative has been retained solely to act as an
underwriter in connection with the sale of the Securities and that no fiduciary, advisory or agency relationship between the Company and the Representative has
been created in respect of any of the transactions contemplated by this Agreement, irrespective of whether the Representative has advised or is advising the
Company on other matters; (b) the price and other terms of the Securities set forth in this Agreement were established by the Company following discussions and
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length negotiations with the Representative, and the Company is capable of evaluating and understanding and understands and accepts the terms, risks and
conditions of the transactions contemplated by this Agreement; (c) the Company and has been advised that the Representative and its affiliates are engaged in a
broad range of transactions which may involve interests that differ from those of the Company and that the Representative has no obligation to disclose such
interest and transactions to the Company by virtue of any fiduciary, advisory or agency relationship; (d) the Company has been advised that the Representative is
acting, in respect of the transactions contemplated by this Agreement, solely for the benefit of the Representative and the other Underwriters, and not on behalf of
the Company; (e) the Company waives to the fullest extent permitted by law, any claims it may have against the Representative for breach of fiduciary duty or
alleged breach of fiduciary duty in respect of any of the transactions contemplated by this Agreement and agrees that the Representative shall have no liability
(whether direct or indirect) to the Company in respect of such a fiduciary duty claim on behalf of or in right of the Company, including stockholders, employees
or creditors of the Company.
13. Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the State of New York.
14. Counterparts. This Agreement may be executed in one or more counterparts and, if executed in more than one counterpart, the executed counterparts
shall each be deemed to be an original and all such counterparts shall together constitute one and the same instrument.
[Signature Page Follows]
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Please sign and return to the Company the enclosed duplicates of this letter whereupon this letter will become a binding agreement between the
Company and the several Underwriters in accordance with its terms.
Very truly yours,
CAI INTERNATIONAL, INC.
By:
Name: Masaaki Nishibori
Title: Chief Executive Officer
Confirmed as of the date first above mentioned, on behalf of
themselves and the other several Underwriters named in
Schedule I hereto.
PIPER JAFFRAY & CO.
By:
Name:
Title:

SCHEDULE I
Underwriter
Piper Jaffray & Co.
William Blair & Company, L.L.C.
Jefferies & Company, Inc.

Total
(1)

Number of Firm Shares (1)

5,800,000
The Underwriters may purchase up to an additional 870,000 Option Shares, to the extent the option described in Section 3(b) of the Agreement is exercised,
in the proportions and in the manner described in the Agreement.

SCHEDULE II
Issuer General Free Writing Prospectuses
[orally communicated pricing information to be included on Schedule II if a final term sheet is not used]

Exhibit A-1
[Form of Lock-Up Agreement signed by Mr. Hiromitsu Ogawa and affiliated entitites]
February 7, 2007
PIPER JAFFRAY & CO.
AS REPRESENTATIVE OF
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
c/o Piper Jaffray & Co.
800 Nicollet Mall, Suite 800
Minneapolis, MN 55402
Re:

Proposed Initial Public Offering of CAI International, Inc.

Ladies and Gentlemen:
Each of the undersigned understands that Piper Jaffray & Co. (“Piper Jaffray”) will act as representative for a group of underwriters (the “Underwriters”) that
proposes to enter into a Purchase Agreement (the “Purchase Agreement”) with CAI International, Inc. (the “Company”) and certain selling stockholders
providing for the initial public offering (the “Offering”) by the Underwriters of common stock of the Company (the “Common Stock”) pursuant to the Company’s
registration statement on Form S-1 (the “Registration Statement”) filed as of the date hereof with the U.S. Securities and Exchange Commission (the “SEC”).
In consideration of the Underwriters’ agreement to purchase and make the Offering, and for other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, each of the undersigned hereby agrees that without the prior written consent of Piper Jaffray, on behalf of the Underwriters
(which consent may be withheld in Piper Jaffray’s sole discretion), none of the undersigned will, during the period commencing on the later of (i) March 20, 2007
and (ii) the date of the filing of the first amendment to the Registration Statement (“Amendment 1”) filed in response to the first comment letter received by the
Company from the SEC (the “Lock-Up Start Date”) and ending 180 days after the date of the Purchase Agreement (the “Lock-Up Period”), directly or indirectly:
(1) offer, sell, contract to sell, pledge, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to
purchase, lend, or otherwise transfer or dispose of any shares of the Common Stock, or any securities convertible into or exercisable or exchangeable for the
Common Stock; (2) enter into any swap or other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the
Common Stock, or any securities convertible into or exchangeable for the Common Stock, regardless of whether any such transaction described herein is to be
settled by delivery of the Common Stock or such other securities, or by delivery of cash or otherwise; (3) make any demand for, or exercise any right with respect
to, the registration

of any shares of the Common Stock or any security convertible into or exercisable of exchangeable for the Common Stock; or (4) publicly announce any intention
to do any of the foregoing. The foregoing sentence shall not apply to (a) the registration of or sale to the Underwriters of shares of Common Stock pursuant to the
Purchase Agreement, (b) the sale of Common Stock by any of the undersigned to the Development Bank of Japan (“DBJ”) or, at the election of DBJ, an affiliate
of DBJ, provided that DBJ or, if applicable, such affiliate, agrees in writing to be bound by the terms of this Lock-Up Agreement, and further provided that the
number of shares to be sold and all material terms and conditions relating to such sale are disclosed in Amendment 1, (c) transfers of shares of Common Stock by
any of the undersigned to family members of Mr. Ogawa, to trusts the beneficiaries of which are family members of Mr. Ogawa or to other entities the sole
owners of which are family members of Mr. Ogawa, in each case solely for estate planning purposes provided that such transfers do not result in any distribution
of shares of Common Stock to the public, and any transferees agree in writing to be bound by the terms of this Lock-Up Agreement or (d) any sale of Common
Stock made pursuant to a contract for sale entered into by any of the undersigned prior to the Lock-Up Start Date, provided that the buyer agrees in writing to be
bound by the terms of this Lock-Up Agreement, and further provided that the number of shares to be sold and all material terms and conditions relating to such
sale are disclosed in Amendment 1.
Anything herein to the contrary notwithstanding, if:
(1)

during the last 17 days of the Lock-Up Period the Company issues an earnings release or a material news or a material event relating to the Company
occurs; or

(2)

prior to the expiration of the Lock-Up Period, the Company announces that it will release earnings results during the 16-day period beginning on the last
day of the Lock-Up Period,

the Lock-Up Period shall be extended and the restrictions imposed by this letter shall continue to apply until the expiration of the 18-day period beginning on the
date of issuance of the earnings release or the occurrence of the material news or material event.
Each of the undersigned hereby acknowledges and agrees that written notice of any extension of the Lock-Up Period pursuant to the previous paragraph will be
delivered by Piper Jaffray & Co. to the Company (in accordance with the notice provision in the Underwriting Agreement) and that any such notice properly
delivered will be deemed to have been given to, and received by, each of the undersigned. Each of the undersigned further agrees that, prior to engaging in any
transaction or taking any other action that is subject to the terms of this Lock-up Agreement during the period from the Lock-Up Start Date to and including the
34th day following the expiration of the Lock-Up Period, it will give notice thereof to the Company and will not consummate such transaction or take any such
action unless it has received written confirmation from the Company that the Lock-Up Period (as may have been extended pursuant to the previous paragraph)
has expired.

Each of the undersigned hereby agrees and consents to the entry of stop transfer instructions with the Company’s transfer agent against the transfer of securities of
the Company held by the undersigned, except in compliance with this Lock-Up Agreement.
In addition, each of the undersigned hereby waives any and all notice requirements and other rights with respect to the registration of any securities pursuant to
any agreement, instrument, understanding or otherwise, including any registration rights agreement or similar agreement, to which the undersigned is a party or
under which the undersigned is entitled to any right or benefit, provided that such waiver shall apply only to the Offering.
Each of the undersigned recognizes that the Offering will benefit the undersigned and the Company. Each of the undersigned acknowledges that the Underwriters
are relying on the representations and agreements of each of the undersigned contained in this Lock-Up Agreement in carrying out the Offering and in entering
into the Purchase Agreement.
This Lock-Up Agreement will terminate and be of no force and effect after July 31, 2007 if the Company and Piper Jaffray & Co., as representative for the
Underwriters, have not entered into the Purchase Agreement on or prior to such date or the Offering shall not have been consummated on or prior to such date.
Each of the undersigned hereby represents and warrants that the undersigned has full power and authority to enter into this Lock-Up Agreement. This Lock-Up
Agreement is irrevocable and all authority herein conferred or agreed to be conferred shall survive the death or incapacity of each of the undersigned and any
obligations of the undersigned shall be binding upon the heirs, personal representatives, successors and assigns of each of the undersigned.
[Signature Page Follows]

Very truly yours,

Hiromitsu Ogawa
Ogawa Family Trust

By: Hiromitsu Ogawa
Its Trustee
Ogawa Family Limited Partnership

By: Ogawa Family Trust
Its General Partner
By: Hiromitsu Ogawa
Its Trustee
Accepted as of the date
first set forth above:
PIPER JAFFRAY & CO.
AS REPRESENTATIVE OF
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
By:
Name:
Title:

Exhibit A-2
Form of Lock-Up Agreement signed by Other Directors, Officers and Stockholders
February , 2007
PIPER JAFFRAY & CO.
AS REPRESENTATIVE OF
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
c/o Piper Jaffray & Co.
800 Nicollet Mall, Suite 800
Minneapolis, MN 55402
Re:

Proposed Initial Public Offering of CAI International, Inc.

Ladies and Gentlemen:
The undersigned understands that Piper Jaffray & Co. (“Piper Jaffray”) will act as representative for a group of underwriters (the “Underwriters”) that proposes to
enter into a Purchase Agreement (the “Purchase Agreement”) with CAI International, Inc. (the “Company”) and certain selling stockholders providing for the
initial public offering (the “Offering”) by the Underwriters of common stock of the Company (the “Common Stock”) pursuant to the Company’s registration
statement on Form S-1 (the “Registration Statement”) filed or to be filed with the U.S. Securities and Exchange Commission (the “SEC”).
In consideration of the Underwriters’ agreement to purchase and make the Offering, and for other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the undersigned hereby agrees that without the prior written consent of Piper Jaffray, on behalf of the Underwriters (which
consent may be withheld in Piper Jaffray’s sole discretion), the undersigned will not, during the period commencing on the later of (i) March 20, 2007 and (ii) the
date of the filing of the first amendment to the Registration Statement filed in response to the first comment letter received by the Company from the SEC (the
“Lock-Up Start Date”) and ending 180 days after the date of the Purchase Agreement (the “Lock-Up Period”), directly or indirectly: (1) offer, sell, contract to sell,
pledge, sell any option or contract to purchase, purchase any option or contract to sell, grant any option, right or warrant to purchase, lend, or otherwise transfer or
dispose of any shares of the Common Stock, or any securities convertible into or exercisable or exchangeable for the Common Stock; (2) enter into any swap or
other arrangement that transfers to another, in whole or in part, any of the economic consequences of ownership of the Common Stock, or any securities
convertible into or exchangeable for the Common Stock, regardless of whether any such transaction described herein is to be settled by delivery of the Common
Stock or such other securities, or by delivery of cash or otherwise; (3) make any demand for, or exercise any right with respect to, the registration of any shares of
the Common

Stock or any security convertible into or exercisable of exchangeable for the Common Stock; or (4) publicly announce any intention to do any of the foregoing.
The foregoing sentence shall not apply to the registration of or sale to the Underwriters of shares of Common Stock pursuant to the Purchase Agreement.
Anything herein to the contrary notwithstanding, if:
(1)

during the last 17 days of the Lock-Up Period the Company issues an earnings release or a material news or a material event relating to the Company
occurs; or

(2)

prior to the expiration of the Lock-Up Period, the Company announces that it will release earnings results during the 16-day period beginning on the last
day of the Lock-Up Period,

the Lock-Up Period shall be extended and the restrictions imposed by this letter shall continue to apply until the expiration of the 18-day period beginning on the
date of issuance of the earnings release or the occurrence of the material news or material event.
The undersigned hereby acknowledges and agrees that written notice of any extension of the Lock-Up Period pursuant to the previous paragraph will be delivered
by Piper Jaffray & Co. to the Company (in accordance with the notice provision in the Underwriting Agreement) and that any such notice properly delivered will
be deemed to have been given to, and received by, the undersigned. The undersigned further agrees that, prior to engaging in any transaction or taking any other
action that is subject to the terms of this Lock-Up Agreement during the period from the Lock-Up Start Date to and including the 34th day following the
expiration of the Lock-Up Period, it will give notice thereof to the Company and will not consummate such transaction or take any such action unless it has
received written confirmation from the Company that the Lock-Up Period (as may have been extended pursuant to the previous paragraph) has expired.
The undersigned hereby agrees and consents to the entry of stop transfer instructions with the Company’s transfer agent against the transfer of securities of the
Company held by the undersigned, except in compliance with this Lock-Up Agreement.
In addition, the undersigned hereby waives any and all notice requirements and other rights with respect to the registration of any securities pursuant to any
agreement, instrument, understanding or otherwise, including any registration rights agreement or similar agreement, to which the undersigned is a party or under
which the undersigned is entitled to any right or benefit, provided that such waiver shall apply only to the Offering.
The undersigned recognizes that the Offering will benefit the undersigned and the Company. The undersigned acknowledges that the Underwriters are relying on
the representations and agreements of the undersigned contained in this Lock-Up Agreement in carrying out the Offering and in entering into the Purchase
Agreement.
This Lock-Up Agreement will terminate and be of no force and effect after July 31, 2007 if the Company and Piper Jaffray & Co., as representative for the
Underwriters, have not entered into

the Purchase Agreement on or prior to such date or the Offering shall not have been consummated on or prior to such date.
The undersigned hereby represents and warrants that the undersigned has full power and authority to enter into this Lock-Up Agreement. This Lock-Up
Agreement is irrevocable and all authority herein conferred or agreed to be conferred shall survive the death or incapacity of the undersigned and any obligations
of the undersigned shall be binding upon the heirs, personal representatives, successors and assigns of the undersigned.
[Signature Page Follows]

Very truly yours,
Printed Name:
Capacity:
(Indicate capacity of person signing if signing as custodian or trustee or on behalf of an entity)
Address:
Accepted as of the date
first set forth above:
PIPER JAFFRAY & CO.
AS REPRESENTATIVE OF
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
By:
Name:
Title:

Exhibit A-3
Form of Lock-Up Agreement signed by DBJ Value Up Fund
April

, 2007

PIPER JAFFRAY & CO.
AS REPRESENTATIVE OF
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
c/o Piper Jaffray & Co.
800 Nicollet Mall, Suite 800
Minneapolis, MN 55402
Re: Proposed Initial Public Offering of CAI International, Inc.
Ladies and Gentlemen:
The undersigned understands that Piper Jaffray & Co. (“Piper Jaffray”) will act as representative for a group of underwriters (the “Underwriters”) that proposes to
enter into a Purchase Agreement (the “Purchase Agreement”) with CAI International, Inc. (the “Company”) providing for the initial public offering (the
“Offering”) by the Underwriters of common stock of the Company (the “Common Stock”) pursuant to the Company’s registration statement on Form S-1 filed or
to be filed with the U.S. Securities and Exchange Commission.
In consideration of the Underwriters’ agreement to purchase and make the Offering, and for other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the undersigned hereby agrees that without the prior written consent of Piper Jaffray, on behalf of the Underwriters (which
consent may be withheld in Piper Jaffray’s sole discretion), the undersigned will not, during the period commencing on the date hereof and ending 180 days after
the date of the Purchase Agreement (the “Lock-Up Period”), directly or indirectly: (1) offer, sell, contract to sell, pledge, sell any option or contract to purchase,
purchase any option or contract to sell, grant any option, right or warrant to purchase, lend, or otherwise transfer or dispose of any shares of the Common Stock,
or any securities convertible into or exercisable or exchangeable for the Common Stock; (2) enter into any swap or other arrangement that transfers to another, in
whole or in part, any of the economic consequences of ownership of the Common Stock, or any securities convertible into or exchangeable for the Common
Stock, regardless of whether any such transaction described herein is to be settled by delivery of the Common Stock or such other securities, or by delivery of
cash or otherwise; (3) make any demand for, or exercise any right with respect to, the registration of any shares of the Common Stock or any security convertible
into or exercisable of exchangeable for the Common Stock; or (4) publicly announce any intention to do any of the foregoing. The foregoing sentence shall not
apply to the registration of or sale to the Underwriters of shares of Common Stock pursuant to the Purchase Agreement.

Anything herein to the contrary notwithstanding, if:
(1)

during the last 17 days of the Lock-Up Period the Company issues an earnings release or a material news or a material event relating to the Company
occurs; or

(2)

prior to the expiration of the Lock-Up Period, the Company announces that it will release earnings results during the 16-day period beginning on the last
day of the Lock-Up Period, the Lock-Up Period shall be extended and the restrictions imposed by this letter shall continue to apply until the expiration of
the 18-day period beginning on the date of issuance of the earnings release or the occurrence of the material news or material event.

The undersigned hereby acknowledges and agrees that written notice of any extension of the Lock-Up Period pursuant to the previous paragraph will be delivered
by Piper Jaffray & Co. to the Company (in accordance with the notice provision in the Underwriting Agreement) and the undersigned, and that any such notice
properly delivered will be deemed to have been given to, and received by, the undersigned. The undersigned further agrees that, prior to engaging in any
transaction or taking any other action that is subject to the terms of this Lock-up Agreement during the period from the date hereof to and including the 34th day
following the expiration of the Lock-Up Period, it will give notice thereof to the Company and will not consummate such transaction or take any such action
unless it has received written confirmation from the Company that the Lock-Up Period (as may have been extended pursuant to the previous paragraph) has
expired.
The undersigned hereby agrees and consents to the entry of stop transfer instructions with the Company’s transfer agent against the transfer of securities of the
Company held by the undersigned during the Lock-Up Period (as may have been extended pursuant hereto), except in compliance with this Lock-Up Agreement.
In addition, during the Lock-Up Period (as may have been extended pursuant hereto), the undersigned hereby waives any and all notice requirements and other
rights with respect to the registration of any securities pursuant to any agreement, instrument, understanding or otherwise, including any registration rights
agreement or similar agreement, to which the undersigned is a party or under which the undersigned is entitled to any right or benefit, provided that such waiver
shall apply only to the Offering.
The undersigned recognizes that the Offering will benefit the undersigned and the Company. The undersigned acknowledges that the Underwriters are relying on
the representations and agreements of the undersigned contained in this Lock Up Agreement in carrying out the Offering and in entering into the Purchase
Agreement.
This Lock-Up Agreement will terminate and be of no force and effect after July 31, 2007 if the Company and Piper Jaffray & Co., as representative for the
Underwriters, have not entered into the Purchase Agreement on or prior to such date or the Offering shall not have been consummated on or prior to such date.

The undersigned hereby represents and warrants that the undersigned has full power and authority to enter into this Lock-Up Agreement. This Lock-Up
Agreement is irrevocable and all authority herein conferred or agreed to be conferred shall survive the death or incapacity of the undersigned and any obligations
of the undersigned shall be binding upon the heirs, personal representatives, successors and assigns of the undersigned.
Very truly yours,
DBJ VALUE UP FUND
By: Masashi Kumagae
Capacity: President
(Indicate capacity of person signing if signing as custodian or trustee or on behalf of an entity)
Address: 1-9-1, Otemachi, Chiyoda-ku
Tokyo 100-0004 JAPAN

Accepted as of the date
first set forth above:
PIPER JAFFRAY & CO.
AS REPRESENTATIVE OF
WILLIAM BLAIR & COMPANY, L.L.C.
JEFFERIES & COMPANY, INC.
By:
Name:
Title:

Exhibit B
Form of Opinion of Perkins Coie, LLP

Exhibit C
Form of Opinion of UK Counsel

Exhibit D
Form of Opinion of Japanese Counsel

Exhibit 10.11
Confidential treatment has been requested for portions of this exhibit. The copy filed herewith omits the information subject to the confidentiality
requested. Omissions are designated as [***]. A complete version of this exhibit has been filed separately with the Securities and Exchange Commission.
SECOND MANAGEMENT AGREEMENT
This Second Management Agreement (“Agreement”) is entered into by and between Container Applications International, Inc., a Nevada corporation
(“Manager”), and P & R Equipment & Finance Corporation (“Owner”), and shall become effective as of the date of execution hereof by both parties hereto
(“Effective Date.”)
RECITALS
1. Owner is a Swiss corporation desiring to purchase intermodal shipping containers as an income producing asset.
2. Manager is engaged in the business, among other things, of owning, managing and leasing a fleet of intermodal dry cargo and specialized shipping
containers.
3. Owner and Manager have previously entered into an equipment Management Agreement dated and effective as of November 30, 1993 (the “Initial
Management Agreement”), pursuant to which Manager agreed to manage certain intermodal dry cargo and specialized shipping containers purchased by Owner
from Manager (the “Original Containers”), which Initial Management Agreement remains in full force and effect as of the date of execution of this Agreement.
4. Owner desires to purchase from Manager additional new, All-Corten, 40-foot dry van containers, new, All-Corten 20-foot dry van containers, and new,
All-Corten 40-foot high cube containers, as more specifically described in Exhibit E hereto, (hereinafter referred to as “Containers” and/or as “Owner’s Fleet,”)
and to retain Manager as the manager of Owner’s Fleet during the term of this Agreement. (The entire fleet of containers operated by Manager, including the
Containers and the Original Containers, shall hereinafter be referred to from time to time as “containers” unless the context requires a more general application
for the term.) Owner may in the future elect to purchase incremental lots of new 40-foot dry van, 20-foot dry van, and/or 40-foot high cube containers from
Manager which, upon agreement between Owner and Manager and upon the execution of the documentation required hereunder by Owner and Manager, may
become part of Owner’s Fleet for purposes of this Agreement.
5. Manager and Owner agree to the proposed engagement under the terms and conditions set forth in this Agreement.
AGREEMENT
IN CONSIDERATION OF the mutual promises and covenants made herein, Owner and Manager hereby agree as follows:
1. Definitions.
As used in this Agreement, in addition to the terms defined in the preamble and recitals to this Agreement, the following terms shall have the respective
meanings set forth below:

“Acquisition Agreement” defines an agreement between Owner and Manager under which Owner agrees to purchase from Manager a Group of
Containers which Manager will manage under the terms of this Agreement. Each Acquisition Agreement shall describe the Group of Containers to be acquired by
Owner and managed by Manager by setting forth the number of units to be acquired by Container Type, the maximum Average Per Container Price for each
Container Type, the all-inclusive Total Invoice Price for the entire Group of Containers, the approximate payment and delivery date or dates, and the anticipated
manufacturers and manufacturing locations. Since Acquisition Agreements will often be made several months prior to payment and delivery dates, the parties
may modify such Acquisition Agreements by written amendment from time to time. Each Acquisition Agreement (and all amendments thereto) will be
sequentially numbered and will be attached to and made a part of this Agreement as part of Exhibit E hereto. The Commitment Letter dated March, 1996
(executed on behalf of Owner on March 21, 1996 and on behalf of Manager on March 22, 1996) as amended by the first amendment thereto dated April 24, 1996,
with respect to the Initial Group of Containers to be purchased by Owner and managed by Manager under this Agreement, shall hereinafter be deemed to be
“Acquisition Agreement No. I.”
“Agreement” means this Second Management Agreement entered into by Owner and Manager which shall become effective as of the Effective Date.
“All-Corten” as applied to a container means a container which is manufactured in compliance with specifications which require all panels to be made of
corten steel in compliance with general industry standards for dry van containers.
“Available for Lease” defines a Container which (i) has been manufactured in accordance with the specifications agreed to by Owner and Manager;
(ii) has undergone all necessary preparation, including inspections, certifications, markings and initial positioning, to be leased immediately to a qualified Lessee
(as hereinafter defined); and (iii) either (a) is leased to a Lessee under a Lease, or (b) requires no maintenance or repair (except as has been completed) to be
eligible for interchange to a Lessee under general industry standards.
“Capital Improvements” mean any structural change required to be made to containers (including the Containers) so as to conform with all: (i) applicable
governmental regulations; (ii) international conventions regarding the structure, physical properties and operational condition of intermodal shipping containers
employed in international commerce; and (iii) - generally accepted industry standards for containers. - Capital Improvements do not include repairs or
maintenance necessitated due to damage sustained during the operation of the containers nor physical deterioration caused by normal wear and tear.
“Container(s)” shall mean any and all new All-Corten, 20-foot and/or 40-foot dry van containers, and/or 40-foot high cube containers (as more specifically
described in Exhibit E to this Agreement), which are purchased by Owner from Manager pursuant to one or more Acquisition Agreements and placed under
Manager’s management pursuant to the terms of this Agreement. Such Containers may hereinafter be referred to interchangeably as “Owner’s Fleet.”
2

“Container Types” refers to containers of various sizes and types built for various maritime and intermodal shipping uses. For example, 20 foot dry vans,
40 foot dry vans and 40 foot high cubes each constitute a separate Container Type.
“Delivery Date” as to any Container refers to the date the Certificate referred to in Section 3 (e) (1) has been executed by Owner’s Agent as to such
Container and payment has been made by Owner to Manager for such Container.
“Effective Date” shall mean the date this Agreement is executed by both Owner and Manager.
“Flat Fee Leasing Charge” shall mean a lump sum payment made by a Lessee under a Lease of a Container which Lease covers all per diem rental
charges, all pick-up and drop-off charges, all handling charges and all Damage Protection Plan Fees attributable to that Container for a defined lease term. For
purposes of calculating Revenues with respect to the Containers, Manager shall pro-rate each Flat Fee Leasing Charge on a daily basis over the defined lease term
for each Container covered by such Flat Fee Leasing Charge, and shall accrue the applicable pro-rated daily portion of such Flat Fee Leasing Charge as Revenue
generated by such Container throughout such fixed lease term. In the event a Container covered by a Flat Fee Leasing Charge is redelivered prior to the expiration
of the fixed term covered by such charge, Manager shall accrue the unearned pro-rated portion of the Flat Fee Leasing Charge with respect to such Container as
Revenue earned on the date of redelivery of such Container.
“Initial Management Agreement” shall mean the equipment Management Agreement dated and effective as of November 30, 1993 between Owner and
Manager pursuant to which Owner purchased the Original Containers from Manager and placed them under Manager’s management on the terms set forth
therein.
“Leases” shall mean the leases, of whatever type or term, entered into or to be entered into between Manager and certain lessees (the “Lessees”) with
respect to the Containers, which Leases may also cover other containers in Manager’s Fleet.
“Management Fee” refers to the fee payable to the Manager pursuant to Section 7(a) hereof.
“Manager’s Fleet” shall mean all intermodal containers owned, leased and/or managed by Manager and its affiliates, including the Containers and the
Original Containers.
“Manager’s MG&A Expenses” shall mean all marketing, general and administrative expenses now or hereafter incurred by Manager and/or its affiliates,
directly or indirectly, in connection with the containers in Manager’s Fleet (including the Containers), including but not limited to, salaries, rents, legal (except
legal fees related to the collection of bad debts or legal fees incurred in connection with a proceeding against the supplier or manufacturer of the Containers
pursuant to Section 5(a)), accounting (except accounting fees related to the annual review or audit referenced in Section 11), utilities, travel and entertainment,
capital expenditures and other similar items constituting the Manager’s overhead. Manager’s MG&A Expenses shall be for Manager’s own account.
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“Net Distribution” shall mean, for any particular period, an amount equal to Revenues for such period less the sum of: (x) Operating Expenses for such
period, plus (y) the Management Fee for such period.
“Net Operating Income” or “NOI” shall mean, for any particular period, with respect to the Containers, Revenues less Operating Expenses.
“Net Proceeds from Sale or Disposition of Containers” with respect to any Container shall mean Gross Container Proceeds less Sales Costs therefor
(both as hereinafter defined.)
“Gross Container Proceeds” shall mean all proceeds (including, without limitation, casualty value payments and/or purchase option payments received
from Lessees or other third party bailees of the Container, damage awards, insurance proceeds and salvage proceeds, if applicable) received by Owner (or
Manager as agent for Owner) as a result of the Sale or Disposition of such Container by Manager as agent for Owner, including payments made by third parties to
repair damage to such Container which were not expended for such repairs as of the date of Sale or Disposition of such Container, all calculated on an accrual
basis.
“Sales Costs” with respect to a Container shall mean all costs arising from the Sale or Disposition of such Container (including with regard to damage
recoveries or insurance proceeds, cash paid in connection with repairs, as determined to be necessary by the Manager in good faith, of damage to the affected
Container, and further including sales commissions paid to brokers and expenses of re-positioning and rehabilitation incurred in order to prepare Containers for
sale), all calculated on an accrual basis.
“New” as applied to “containers” offered by Manager to Owner for purchase and/or “Containers” purchased by Owner from Manager shall mean
containers and/or Containers with respect to which: (i) CAI has issued an acceptance certificate to the respective manufacturers and/or suppliers thereof not more
than six months prior to the date title has been/will be transferred to Owner, and (ii) the initial entry thereof on CAI’s balance sheet has been/will have been made
not more than six months prior to the date title has been/will be transferred to Owner.
“Operating Expenses” shall not include Manager’s MG&A Expenses as defined by GAAP but shall include the following:
(i) All direct expenses and costs related to the ownership, operation and management of the Containers, including, but not limited to, the expenses of
maintaining, repairing (including the cost of repairs made pursuant to a Damage Protection Plan), refurbishing, storing, repositioning, surveying, recovering, and
handling the Containers, including the cost of spare parts; marketing-agents’ and depot fees; bad debt expense, legal fees and other costs which are directly
related to the Containers, including, but not limited to legal fees and other costs incurred without fault of Manager by reason of uninsured claims for personal
injury or property damage; insurance premiums for any special insurance required by Owner for the Containers which coverage does not apply to all other
containers in Manager’s Fleet; and charges, assessments or levies of whatever kind or nature imposed upon or against the Containers including ad valorem, gross
receipts and/or other property taxes imposed against such Containers or against the revenues generated by such Containers. Notwithstanding the foregoing,
Manager shall not reserve as bad debt expense amounts in excess of *** of Revenues generated in any quarter without first obtaining the written consent of
Owner or Owner’s Agent.
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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(ii) Certain indirect expenses which are incurred for Manager’s Fleet which are attributable to all the containers in Manager’s Fleet and which
expenses are reasonably ***. Such indirect expenses may include but are not limited to: data processing costs, legal costs, examination, investigation and other
costs incurred as a result of governmental regulatory actions or the collection of bad debts; the costs described in the proviso contained in Section 5(g); and the
cost of insurance premiums to insure all the containers in Manager’s Fleet including the Containers.
Operating Expenses shall be calculated on an accrual basis in accordance with Generally Accepted Accounting Principles (“GAAP.”)
During the period of time which commences on the date that Manager takes initial possession of a Container from its manufacturer and continuing up to, but not
including, the day on which Owner pays for that Container (the “Pre-Payment Period”), all Revenues generated by and all Operating Expenses attributable to
that Container, with the exception of initial repositioning expenses paid by Manager, if any, and certain initial supply fees paid by the first Lessee thereof, if any,
as hereinafter described, will be credited or debited, as applicable, to Manager’s account. Commencing on the day Owner pays Manager for a Container and
continuing through the Term and any renewal terms of this Agreement, all Revenues and Operating Expenses generated by and/or attributable to that Container
shall be credited or debited, as applicable, to Owner’s account on the terms set forth in this Agreement. Notwithstanding the foregoing, repositioning and related
expenses, if any, reasonably incurred by Manager to expedite the initial lease-out of a Container to a Lessee prior to its purchase by Owner shall be charged to the
account of Owner as an Operating Expense under this Agreement, and any reimbursement of the aforesaid charges made by such Lessee to Manager which are so
specifically designated on Manager’s invoice to the Lessee shall be credited to the account of Owner as Revenues under this Agreement, but in no event will the
amount credited to Revenues exceed the amount charged to Owner as Operating Expense.
“Original Containers” shall mean the 20-foot and 40- dry van containers and 40-foot high cube containers (as more specifically described in the Exhibits
to the Initial Management Agreement) which were purchased by Owner from Manager and placed under Manager’s management in accordance with the terms of
the Initial Management Agreement.
“Owner’s Agent” shall mean Hakman Capital Corporation, a California corporation.
“Owner’s Fleet” shall mean any and all new All-Corten, 20-foot and/or 40-foot dry van containers, and/or 40-foot high cube containers (as more
specifically described in Exhibit E to this Agreement), which are purchased by Owner from Manager pursuant to one or more Acquisition Agreements and placed
under Manager’s management pursuant to the terms of this Agreement. The containers comprising Owner’s Fleet may hereinafter be referred to interchangeably
as “Containers.”
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
5

“Parties” shall mean Owner and Manager.
“Per Container Price” is the all-inclusive price for each Container which Owner will pay to Manager for transferring title to Owner free and clear of all
liens (other than Permitted Liens) and other encumbrances after the newly manufactured Container has been fully and completely prepared to be in an
Available for Lease condition. The Per Container Price includes Manager’s purchase price for the Container plus all sales and use taxes payable in
connection with the purchase of the Container from the manufacturer and/or the sale of the Container to Owner plus preparation fees, out-of-pocket costs
and expenses incurred by Manager (or any third party at -Manager’s request) prior to the initial lease-out of the Container, which fees, costs and expenses
are necessary to make the Container ready for initial lease-out, and a ***. Preparation fees, costs and expenses include, but are not limited to, inspection
fees, moving, storage, positioning and handling charges (to move the Container from the factory to the manufacturer’s delivery point), plus the cost of
marking the-Container and placing Manager’s and Owner’s logos, marks, plates and/or decals on the Container. The “Average Per Container Price” for
each Container Type is derived by adding the Per Container Prices for all Containers of that Container Type in each incremental group of Containers placed
under this Agreement by Owner and Manager (hereinafter a “Group”) and dividing the resulting total by the total number of Containers of that Container
Type in that Group. The number of units by Container Type, the maximum Average Per Container Price for each Container Type, the all-inclusive Total
Invoice Price, the approximate delivery date or dates and the anticipated manufacturers and manufacturing locations for the first Group of Containers to be
acquired by Owner and managed by Manager under this Agreement (“Initial Group”) are set forth in Acquisition Agreement No. I entered into by Owner
and Manager in March, 1996 and the amendments thereto, copies of which are attached and included in Exhibit E to this Agreement.
“Permitted Liens” shall mean liens for taxes, assessments, or other governmental charges or levies, liens of carriers, warehousemen, mechanics,
materialmen, vendors, landlords and any other liens arising by operation of law in the ordinary course of business, which liens involve no imminent risk of loss to
Owner; the rights of Manager under this Agreement; and the rights of the Lessees under the Leases, provided such Lessees are in compliance with their
obligations thereunder.
“Pool” means the aggregate of all Containers or Original Containers purchased by Owner and placed under Manager’s management under with this
Agreement or the Initial Management Agreement, as applicable, during a defined time period. Pool A shall be comprised of all Original Containers purchased by
Owner and placed under the Initial Management Agreement from November 1, 1993 through July 31, 1995. Pool B shall be comprised of all Original Containers
purchased by Owner and placed under the Initial Management Agreement from August 1, 1995 through March 31, 1996. Pool C shall consist of all Containers
(including the Initial Group of Containers) to be purchased by Owner and placed under this Agreement from
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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April 1, 1996 through December 31, 1996. Pool D shall consist of any and all Containers to be purchased by Owner and placed under this Agreement from
January 1, 1997 through December 31, 1997. Pool E shall consist of any and all Containers to be purchased by Owner and placed under this Agreement from
January 1, 1998 through December 31, 1998. No Pool shall contain any container owned by any entity other than Owner.
“Revenues for a given period of time shall mean all revenues generated from operations related to the Containers for such period, including, but not
limited to: net per diem rental charges, net Damage Protection Plan fees, net direct interchange charges, net drop-off charges, net handling charges, net off-hire
charges, net pick-up charges, net survey charges, and other net charges arising from the leasing of the Containers, net Flat Fee Leasing Charges, but not including
Net Proceeds from Sale or Disposition of Containers. In calculating Revenues for any period, credits given to Lessees against Revenues accrued in current or
previous periods will be treated as contra-Revenue items. Revenues shall be calculated on an accrual basis in accordance with GAAP.”
“Sale or Disposition of Containers” shall mean any sale, exchange, loss or other disposition of Containers by Manager as a result of one or more of the
events described in Sections 4(c) or 4(d) hereof.
“SCU Available Days” with respect to each Container Type for any given period of time shall mean the sum of the individual products obtained by
multiplying the SCU of each Container of such Type by the number of days in such period during which each Container of that Type was Available for Lease.
“SCU Lease Days” with respect to each Container Type for any given period of time shall mean the sum of the individual products obtained by
multiplying the SCU of each Container of such Type by the number of days in such period during which each such Container was on Lease.
“Sales Invoice(s)” shall mean Manager’s sales invoice(s) to Owner covering each delivery lot of Containers within a Group delivered to Manager on
Owner’s behalf pursuant to Section 3 (e) hereof. The total sum invoiced in all Sales Invoices with respect to any Group of Containers shall equal the Total
Invoice: Price for the Containers in that Group as reflected in the Acquisition Agreement for that Group of Containers.
“Standard Container Unit” or “SCU” shall mean the following for each type of container:
Container Type

SCU

20’ standard dry cargo
40’ standard dry cargo
40’ high cube dry cargo

1.00
1.60
1.68

“Substitute Container(s)” shall mean replacement container(s) of substantially similar value, type, quality, specifications, material, utility and age as the
Container(s) for which such
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containers is/are so substituted, and shall be free and clear of all liens (except Permitted Liens), encumbrances or right of others whatsoever except the rights of
Manager hereunder and the rights of the Lessees under the Leases. In the event one or more Substitute Containers are transferred to Owner by Manager in place
of any of the Containers, Manager shall, at its sole expense, furnish Owner with a bill of sale in form and substance reasonably satisfactory to Owner with respect
to such Substitute Container(s). Further, upon receipt of the Bill(s) of Sale for any Substitute Containers as aforesaid, Owner shall, at its sole expense, furnish
Manager with Bill(s) of Sale in form and substance reasonably satisfactory to Manager with respect to any of the original Containers for which Manager has
substituted a Substitute Container. In the event that any sales tax, transfer tax or customs duty becomes payable solely by reason of the substitution of Substitute
Containers for Containers originally covered by this Agreement, Manager shall be liable to pay such sales or transfer tax or customs duty whether nominally
imposed on Manager or Owner as a result of the substitution.
“Twenty-Foot Equivalent Container” or “TEU” shall have the meaning contained in Section 4 (b) (ii).
“Total Invoice Price” shall mean the total aggregate Per Container Prices for all Containers in each Group to be purchased by Owner from Manager.
“Utilization” for a given period of time shall refer to the average utilization percentage of each Container in Owner’s Fleet, and shall be calculated as the
number of SCU Lease Days for all Container Types in Owner’s Fleet for the given period of time divided by the number of SCU Available Days for all Container
Types in Owner’s Fleet for such given period of time, and then rounded to the nearest percentage point.
2. Scope of the Agreement.
Subject to all of the terms and conditions set forth herein:
(a) Owner and Manager have previously entered into Acquisition Agreement No. I pursuant to which Owner has contracted to purchase the Initial Group of
Containers to be managed by Manager under this Agreement. Manager represents and warrants to Owner that the Average Per Container Prices charged to Owner
for all Containers contained in the Initial Group and in any subsequent Group(s) of Containers to be purchased by Owner pursuant to future Acquisition
Agreements, if any, reflect equipment acquisition prices and terms obtained by Manager for containers concurrently acquired by Manager and added to Manager’s
Fleet for its own account.
(b) Owner hereby appoints Manager as agent to: 1) manage the Containers; 2) collect amounts due to Owner with respect to said Containers; 3) disburse
funds of Owner to pay all costs, expenses and obligations of Owner (including all fees due the Manager) with respect to the Containers; and 4) transfer the
balance of the funds collected to a bank account designated by Owner (“Owner’s Account”), all on the terms and conditions set forth herein. Manager accepts
such engagement and agrees to act for Owner and to perform such duties in accordance with the terms and conditions set forth in this Agreement.
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3. Acquiring the Owner’s Fleet.
Upon execution of this Management Agreement, Manager and Owner will perform the following respective tasks:
(a) As Owner and Manager agree on the acquisition of Groups of Containers by Owner to be managed by Manager under this Agreement, the terms of such
acquisitions shall be set forth in successively numbered, written Acquisition Agreements.
(b) Manager will provide to each manufacturer manufacturing Containers, a set of Manager’s Standard Specifications for General Cargo Steel Containers
dated July 11, 1995, (which specifications have previously been approved in writing by Owner’s Agent) to govern the Container manufacturing process. A copy
of the aforesaid Standard Specifications is attached to this Agreement as Exhibit F.
(c) Manager will negotiate with container manufacturers selected by Manager the price and other terms and conditions under which the Containers will be
manufactured and the date or dates on which each such manufacturer will have the Containers ready for delivery to Manager. Manager will contract for the
manufacture of Containers with manufacturers which Manager utilizes for the fabrication of containers to be added to Manager’s Fleet for its own account.
(d) Manager will take (and/or will ensure that the manufacturer(s) take), all necessary steps and will arrange for all necessary procedures, including
inspections and certifications, to prepare the Containers for lease out to major shipping lines or other credit-worthy Lessees.
(e) When delivery lots of Containers are in an Available for Lease condition, Manager and/or the manufacturer(s) of the Containers, will provide to
Owner’s Agent FAXed copies and will promptly transmit to Owner’s Agent the originals of the following documents:
(1) A Certificate (the “Certificate”) signed by Manager to be countersigned by Owner’s Agent. The Certificate will certify that a delivery lot of Containers,
listed by serial number, has been manufactured in accordance with the terms of this Agreement and the applicable specifications therefor, and is Available
for Lease. The Certificate shall specify the Per Container Price, the number of Containers covered by the Certificate, and the aggregate Per Container
Prices due Manager from Owner with respect to the Containers covered thereby. The Certificate shall also contain a representation and warranty by
Manager that none of the Containers covered thereunder is off-lease and located in the State of California at the time Manager executed the Certificate.
(2) Manager’s Sales Invoice(s) for the aggregate Per Container Prices of the Containers covered in Manager’s Certificate(s).
(3)(A) Bill(s) of Sale signed by Manager which pass(es) title to the Containers listed in the Certificate(s) to Owner free and clear of all liens (other than
Permitted Liens) and other encumbrances upon payment in full of the purchase price for such Containers to Manager by Owner and receipt of such
payment by Manager. A Schedule will be attached to the Bill(s) of Sale listing the serial numbers of the Containers covered therein.
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(4) Certificates of Inspection covering the Containers listed in the Certificate(s) prepared by an internationally recognized container inspection firm such as
Bureau Veritas, together with prototype and individual container approvals.
(5) MANAGER AGREES TO ASSIGN TO OWNER IN WRITING ALL WARRANTIES MADE BY THE MANUFACTURER(S) OF THE
CONTAINERS TO THE EXTENT SUCH WARRANTIES ARE ASSIGNABLE. UPON RECEIPT OF THE PURCHASE PRICE THEREFOR,
MANAGER WARRANTS THAT OWNER SHALL HAVE GOOD TITLE TO THE CONTAINERS. SAVE AS AFORESAID, MANAGER MAKES NO
WARRANTIES OF ANY KIND WITH RESPECT TO THE CONTAINERS. MANAGER, NOT BEING THE MANUFACTURER NOR AGENT OF
THE MANUFACTURER OF ANY OF THE CONTAINERS SOLD HEREUNDER, NOR A DEALER IN CONTAINER EQUIPMENT, MAKES NO
SEPARATE WARRANTIES, EITHER EXPRESS OR IMPLIED, AS TO THE FITNESS OF THIS EQUIPMENT FOR ANY PARTICULAR PURPOSE,
OR AS TO THE QUALITY, DESIGN, CONDITION, CAPACITY, SUITABILITY, MERCHANTABILITY OR PERFORMANCE OF ANY OF THE
CONTAINERS OR OF THE MATERIAL OR WORKMANSHIP THEREOF. The foregoing shall not derogate from any responsibilities with respect to the
Containers specifically assumed by Manager under the provisions of this Agreement.
(f) Owner will cause Owner’s Agent to review the documentation, and if all is in order, cause Owner’s Agent to signify its approval by counter-signing the
Certificate and FAXing the Certificate, the Sales Invoice(s) and accompanying documentation to Owner. Immediately upon receipt of the documentation, Owner
will cause Owner’s Agent to return a copy of the fully executed Certificate to Manager and to forward the original of all documentation to Owner upon receipt
from Manager.
(g) Upon receipt of the FAXed documentation described in subsection (f) above, Owner will promptly wire transfer to a bank account designated by
Manager the amount due Manager as specified in Manager’s Certificate and the accompanying Sales Invoice(s). If any of Manager’s Sales Invoices for the
aggregate Per Container Prices of any delivery lot of the Initial Group of Containers or any delivery lot of any additional Group of Containers purchased by
Owner pursuant to Section 3A is/are not paid in full (by wire transfer to the account designated by Manager) within ten (10) business days of receipt by Owner of
the faxed documents required by sub-sections 3 (e) (1) through (4) of this Agreement, then, without in any way diminishing Owner’s obligation to make
immediate payment of such Sales Invoice(s), Manager shall be entitled to recover from Owner: (x) interest on the outstanding balance(s) due under such Sales
Invoice(s) from time to time, computed from the date of such Sales Invoice(s) until paid in full at the rate of Manager’s actual cost of borrowing funds under its
bank line of credit for the first five days and the lesser of twelve per cent per year or the maximum amount permitted by applicable law for all remaining days
until paid in full; and (y) all damages suffered by Manager as a result of Owner’s failure to make timely payment of such Sales Invoice(s), including, but not
limited to, carrying costs and penalties paid by Manager with respect to the acquisition costs of the
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Containers covered by such Sales Invoice(s). If any of the aforesaid Sales Invoice(s) are not paid in full within fifteen (15) business days of their respective dates,
Manager shall be entitled to withhold accrued interest charges thereon (computed as set forth above) and Manager’s accrued damages arising from such delayed
payment: (i) from subsequent installments of Net Distributions due to Owner pursuant to Section 9(a) of this Agreement; and/or (ii) from subsequent installments
of Net Distributions due to Owner pursuant to Section 9(a) of the Initial Management Agreement, provided that, Manager supplies to Owner and Owner’s Agent
documentation of the interest charges assessed and damages deducted at the time each affected installment of Net Distribution is due to Owner. Furthermore, at
any time that payment of (a) Sales Invoice(s) for any of the Initial Group or any additional Groups of Containers is/are overdue, Manager shall not be required to
offer any additional containers for purchase by Owner under Section 3A until such overdue Sales Invoice(s), interest due thereon, and damages associated
therewith has/have been paid in full to Manager.
3A. Purchase and Management of Additional Containers.
From time to time following execution of this Agreement and throughout the remainder of 1996, 1997, and 1998, Owner may request that Manager offer to
Owner, or Manager may at its own initiative offer to Owner, for purchase by Owner and subsequent management by Manager under this Agreement, incremental
lots of new 20 foot and 40 foot dry van containers and new 40 foot high cube containers at purchase prices to be agreed from time to time. Manager will provide
to Owner and Owner’s Agent such information regarding price, quantity, Container Types, manufacturers, location and delivery dates for each incremental lot of
equipment offered as is reasonably necessary to Owner and available to Manager to enable Owner to decide whether or not to purchase the offered lot of
equipment. Owner will accept or reject in writing each offered lot of containers no more than thirty days from receipt of the required information regarding the
offered containers. If Owner accepts any lot(s) of containers offered by Manager under this Section, such lot(s) shall become (an) additional Group(s) of
Containers to be covered under this Agreement. Manager and Owner will enter into an Acquisition Agreement setting forth the Per Container Prices and Total
Invoice Price for each such additional Group of Containers to be purchased by Owner and managed by Manager under this Agreement, and Owner, Owner’s
Agent and Manager will fulfill their respective, additional obligations with respect to the manufacture, sale and purchase of such additional Group(s) of
Containers as set forth in Section 3. Nothing contained in this Section shall require Manager to offer any additional containers to Owner during the remainder of
1996, during 1997 or during 1998.
4. Term.
(a) The term of this Agreement for each Container shall commence on the date that Container is acquired by Owner and shall expire on December 31, 2006
for Group C Containers, on December 31, 2007 for Group D Containers, and on December 31, 2008 for Group E Containers; provided that all such terms may be
terminated prior to their stated expiration dates pursuant to the provisions of this Section 4, of Section 12 or of Section 13, or extended beyond their stated
expiration dates pursuant to the extension provisions of this Section 4. Owner shall have the option, exercisable by providing at least six months’ written notice to
Manager prior to the expiration of the original or first renewal term hereof, to extend this Agreement for one or two additional one year renewal terms on the
terms and conditions contained herein. Further,
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Owner may request by providing at least six months’ written notice to Manager prior to expiration of the second annual renewal term hereof, that the term of this
Agreement be extended for an additional one-year renewal period, and, subject to mutual written agreement by the parties as to the terms of such renewal, this
Agreement shall be so extended.
(b)
(i) Notwithstanding Section 4(a), this Agreement shall be terminable by Owner upon sixty (60) days written notice to Manager at any time when for
the most recent calendar quarter either (i) the average *** or (ii) the average daily Net Operating *** for the Containers over the calendar quarter calculated (for
purposes of this subsection only) on an accrual basis, has fallen below ***. Notwithstanding the foregoing, Owner shall not have the right to terminate this
Agreement prior to January 31, 1997 under this provision.
(ii) If during the term of this Agreement the ***, as measured in TEUs, declines, for whatever reason, to a level that is *** or less than the *** in the
month during which the execution of this Agreement took place, as set forth on Exhibit A hereto, Owner shall have the option of terminating this Agreement by
providing Manager written notification of termination. Such termination shall be effective no earlier than 60 days following the delivery of such notice and shall
be subject to the other provisions of this section regarding duties of Manager and Owner following termination hereof. As part of its regular quarterly reporting
obligations set forth in Section 11(b), Manager agrees to inform Owner quarterly as to the *** must exercise its option to terminate contained in this subsection
within 90 days following receipt of a quarterly report showing a decline in ***. For purposes of this Section 4(b), a TEU (twenty-foot equivalent unit) is 1 for all
twenty-foot dry van and high cube containers in Manager’s Fleet, and 2 for all forty-foot dry van and high cube containers in Manager’s Fleet.
(c)
(i) As of the date that any Container covered by this Agreement is lost, destroyed, declared a total loss or rendered unfit as determined by Manager
acting in good faith, Manager shall: (x) invoice and collect the casualty value of the destroyed or total loss Container from the Lessee or other bailee thereof as
stipulated in the governing contract; and, (y) if the governing agreements so provide, in the capacity of Owner’s agent for this purpose only, but in Manager’s
name, shall issue a bill of sale to such Lessee or bailee, as applicable, on an AS/IS WHERE/IS basis. Further, if title to the destroyed or total loss Container is not
transferred to the Lessee or other bailee as aforesaid and the Container is redelivered to or recovered by Manager, Manager shall use good faith efforts to sell such
Container for salvage on Owner’s behalf to a third party on terms and conditions which are consistent with the sales market for used containers of similar type,
age and condition in the geographic area in which such Container is located. Manager shall, within ten (10) business days of receipt of the sales proceeds of such
Container from the obligee(s) thereof, remit to Owner, net of the fees due to Manager pursuant to Section 7(b)(i), if any, with respect thereto, the Net Proceeds
from Sale or Disposition of such
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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Container. Immediately upon receipt of the Net Proceeds from Sale or Disposition for any Container covered under this Section, Owner shall execute and deliver
to Manager a bill of sale for such Container transferring title to such Container to Manager on an AS/IS WHERE/IS basis and warranting only good title thereto
with respect to Owner and parties claiming by, through or under Owner.
(ii) In the event a Lessee exercises a purchase option in (a) Lease(s) covering any of the Containers with respect to such Containers, as of the date of
the exercise of such option, Manager shall be entitled to sell the Containers subject to the purchase option to the Lessee thereof pursuant to the terms of the
governing Lease(s) without further authorization from Owner. Manager shall invoice and collect the purchase option prices of the Containers from the Lessee
thereof as stipulated in the governing Lease(s), and, in the capacity of Owner’s agent for this purpose only, but in Manager’s name, shall issue a bill of sale to
such Lessee, on an AS/IS WHERE/IS basis. Manager shall, within ten (10) business days of receipt of the purchase option proceeds from the Lessee with respect
to such Containers, remit to Owner, net of the fees due to Manager pursuant to Section 7(b)(i), if any, with respect thereto, the Net Proceeds from Sale or
Disposition with respect to all such Containers covered by this subsection. Immediately upon receipt of the Net Proceeds from Sale or Disposition for any
Container(s) covered under this subsection, Owner shall execute and deliver to Manager a bill of sale for such Container(s) transferring title to such Container(s)
to Manager on an AS/IS WHERE/IS basis and warranting only good title thereto with respect to Owner and parties claiming by, through or under Owner. In the
event Manager enters into Lease(s) of Containers containing purchase option(s) covering more *** of the aggregate number of Containers then under
management hereunder, Manager will, upon request of Owner, transfer to Owner a sufficient number of Substitute Containers of similar Container Type and age
as the Containers for which substitution is being made, so that after giving effect to all purchase options in Leases then covering the Containers currently under
Manager’s management, at least *** of the Containers are not subject to Leases containing purchase options. Upon receipt of Manager’s bill of sale for the
Substitute Containers, Owner will deliver to Manager a bill of sale covering the Containers for which such Substitute Containers have been substituted on an
AS/IS WHERE/IS basis and warranting only good title thereto with respect to Owner and parties claiming by, through or under Owner.
(d) If Manager, acting in good faith, determines that any Container covered under this Agreement has reached the end of its useful life as an intermodal
cargo container offered for lease, Manager shall, without further authorization from Owner, use good faith efforts to sell such Container on Owner’s behalf to a
third party on terms and conditions which are consistent with the sales market for used containers of similar type, age and condition in the geographic area in
which such Container is located. Manager shall invoice and collect the sales proceeds with respect to such Container from the purchaser thereof and in the
capacity of Owner’s agent for this purpose only, but in Manager’s name, shall issue a bill of sale to such purchaser on and AS IS/WHERE IS basis. Manager
shall, within ten (10) business days of receipt of the sales proceeds from the purchaser with respect to such Container, remit to Owner, net of the fees due to
Manager pursuant to Section 7(b)(i), if any, with respect thereto, the Net Proceeds from Sale or Disposition with respect to such Container. Immediately upon
receipt of the Net Proceeds from Sale or Disposition for any Container covered under this subsection, Owner shall execute and deliver to Manager a bill of sale
for such Container transferring title to such Container to Manager on an AS/IS WHERE/IS basis and warranting only good title thereto with respect to Owner and
parties claiming by, through or under Owner.
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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(e) Notwithstanding any other provision hereof, if any Container(s) (including for purposes of this Section only, Substitute Containers previously
transferred by Manager to Owner) is/are subject to (a) Lease(s) at the time the original or any renewal term of this Agreement expires or at the time this
Agreement is otherwise terminated pursuant to the termination provisions hereof, the provisions of this Agreement shall continue as to such Container(s) until
such Containers have been returned by Manager to Owner or Owner’s designated agent as provided in subsection (g) hereof; provided that: (i) if the Lease(s)
covering any such Container(s) does/do not by its/their terms terminate or expire within one (1) year after this Agreement expires or is terminated as to such
Containers, or (ii) any of such Containers remain subject to (a) Lease(s) on the first anniversary of the expiration or termination date of this Agreement as to such
Containers, then Manager may substitute Substitute Container(s) for such Container(s) or pay to Owner the then applicable fair market value of the Container(s)
then under Lease(s), as agreed between Owner and Manager.
(f) Notwithstanding the expiration of the original or any renewal term .of this Agreement or termination hereof pursuant to the termination provisions of
this Agreement, Manager shall continue to be obligated to collect all sums (including, but not limited to, insurance proceeds and Lessee indemnity payments
payable in connection with any damage to or loss or destruction of any Containers covered hereunder), and to arrange, (for Owner’s account) for payment of all
expenses, taxes and other charges with respect to such Containers due for or with respect to such Containers for such time periods as Manager is responsible for
them pursuant to the terms of this Agreement. All Operating Expenses will continue to be borne by Owner for so long as Manager has any responsibilities for or
with respect to any of the Containers pursuant to this subsection. Manager shall be entitled to its Management Fee and to all other fees due to Manager pursuant
to the terms of this Agreement with respect to services performed as aforesaid until all of Manager’s obligations under this Section are discharged.
(g) Manager shall cooperate with Owner upon expiration or earlier termination of this Agreement to effect an orderly transition of the management of the
Containers to Owner or to such other entity as Owner requests. Manager agrees to relocate the Containers and Substitute Containers, as applicable, as they come
off Lease in an orderly fashion to facilities designated by Owner, if such relocation is necessary. To the extent not payable by a Lessee, Owner shall bear all costs
of transporting, relocating, redelivering and storing the Containers and Substitute Containers upon expiration or termination unless termination is due to an Event
of Default (as defined in Section 12) by Manager, in which case such costs shall be borne by Manager.
(h) Upon expiration or earlier termination of this Agreement, Owner shall be obligated to remove all of Manager’s marks, numbers, logos, and/or other
markings from any Containers and/or Substitute Containers. At Owner’s request and Owner’s expense (unless this Agreement is terminated due to an Event of
Default [as defined in Section 12] by Manager), Manager will remove its marks, numbers, logos and/or other markings prior to returning such Containers and/or
Substitute Containers to Owner or its designated agent pursuant to the provisions of subsection (g) hereof.
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5. Duties of Manager.
In consideration of the compensation to be paid to Manager by Owner pursuant to this Agreement, and subject to the agreement of Owner to make
payments to Manager pursuant to this Agreement, Manager shall provide and perform, or cause its affiliate(s) to provide and perform (provided that in such case,
Manager shall remain primarily responsible), on behalf of Owner the services set forth in this Section 5, which services shall be provided and performed during
the term of this Agreement at a level or standard of care no less than the level or standard of care customarily applied by container lessors generally.
(a) In the event of a breach of any manufacturer’s, subcontractor’s, dealer’s or other entity’s warranty as to the condition, merchantability, fitness for a
particular purpose, or otherwise with respect to any or all of the Containers, provided that Owner has specifically authorized in advance in writing the expenditure
of all fees and expenses related thereto (including but not limited to legal expenses), Manager agrees to pursue all reasonable actions on Owner’s behalf against
said warrantors at Owner’s expense. Manager makes no independent representations or warranties to Owner with respect to the condition, merchantability, fitness
for any particular purpose with respect to any such Containers and shall have no liability to Owner for any breach of any manufacturer’s, subcontractor’s, dealer’s
or other entity’s warranty with respect thereto.
(b) Use good faith efforts throughout the term of this Agreement to lease the Containers to oceangoing shipping lines or other Lessees as reasonably
determined by Manager in accordance with its standard credit and collection policies and procedures which Manager normally uses with respect to other
containers in Manager’s Fleet, and to manage Owner’s Fleet on a non-discriminatory basis in relation to the other containers in Manager’s Fleet, with respect to
lease-outs, cash receipts, operating expenses, and other management services. In that regard, on a non-discriminatory basis relative to other containers in
Manager’s Fleet, Manager will use its best efforts to avoid leasing all of Owner’s Fleet to one shipping line.
(c) Use good faith efforts to collect from Lessees, in accordance with the terms of any Lease, all rental payments and all other amounts due with respect to
the Containers under any Leases and account for and remit those sums due to Owner as hereinafter provided. Notwithstanding the foregoing, Manager shall not
be required to institute legal action to collect any sums due to Owner as aforesaid unless: (i) Manager determines to take such action to enforce such Leases with
respect to *** covered by such Leases under which the Lessees have defaulted in their payment obligations to Manager and/or to Owner, or (ii) Containers
constitute at least *** covered by such defaulted Lease(s), and Owner agrees to indemnify Manager with respect to such enforcement action (including with
respect to claims, losses and liabilities asserted by the owners of any of the other containers in Manager’s Fleet covered by such defaulted Lease(s) including
Manager itself) and to *** associated therewith including the reasonable cost of the time of Manager’s employees spent on such enforcement proceedings. ***
incurred by Manager with respect to enforcement proceedings under subclause (i) shall be allocated proportionally based on the number of Containers included
among the containers in Manager’s Fleet covered by such defaulted Leases, and Owner’s pro rata share thereof shall be deemed to be Operating Expenses
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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for purposes of this Agreement. The costs and expenses incurred by Manager with respect to enforcement proceedings under subclause (ii) shall be wholly for
Owner’s account and shall be deemed to be Operating Expenses for purposes of this Agreement upon Owner’s authorization to undertake such proceedings. With
respect to enforcement proceedings undertaken by Manager pursuant to this subsection, Manager agrees to consult with Owner in each case in which the claims
relating to Containers under such defaulted Lease can reasonably be expected to exceed *** and/or the costs relating to Containers under such defaulted Lease
can reasonably be expected to exceed *** Manager further agrees to be guided in the conduct of such proceedings by the opinion of the majority in interest of all
owners of containers (including the Containers) affected by such defaulted Lease, including for this purpose, Manager’s vote as owner with respect to the
containers it owns for its own account.
(d) Take such steps as may be required to ensure that all obligations and duties arising under the Leases, whether of Lessees or Manager, are performed or
complied with in an orderly and timely fashion; and terminate Leases under which the Lessees are in material default and recover possession of the Containers
and enforce all rights of Manager and/or Owner with respect thereto, including the payment of all amounts owing under Leases or otherwise with respect to such
Containers, institute and prosecute legal proceedings in the name of Owner and/or Manager as permitted by applicable laws in order to terminate such Leases
and/or recover possession of the Containers and settle, compromise and/or release such proceedings or reinstate such Leases. Provided, however, that Manager
may not settle any counter-claims filed against Owner without first receiving Owner’s written consent. Except as otherwise specifically provided in subsection
(c) above, in determining what action to take, and ‘in performing its duties under this subsection, Manager shall be entitled to follow its standard credit and
collection policies and procedures which Manager normally uses with respect to other containers in Manager’s Fleet. All costs and expenses incurred by Manager
in performing the foregoing shall be allocated based on the number of Containers included among the containers covered by such defaulted Leases, and Owner’s
share of such costs and expenses with respect to the Containers shall be deemed to be Operating Expenses for purposes of this Agreement.
(e) Cause all Containers to be maintained and repaired in the ordinary course of Manager’s business in good and safe operating condition and cause said
Containers to be periodically inspected.
(f) Place and use its best efforts to maintain in effect on an “occurrence basis,” if available on commercially reasonable terms, throughout the term of this
Agreement in Manager’s name a blanket insurance policy(s) covering the Containers, or an insurance policy covering all the containers in Manager’s Fleet
including the Containers, under which Owner (and Owner’s lender(s) if applicable) will be named as additional insureds and loss payees, and including coverage
which is at least as broad in scope and as great in amount as the coverage provided by Manager for other containers of the same Type(s) in Manager’s Fleet and
coverage which is generally comparable to industry practices. Attached hereto, made a part hereof and marked, “Exhibit B,” is/are (a) certificate(s) of insurance
which describes the coverage which Manager has in effect on Manager’s Fleet at the time of the execution of this Agreement which coverage will be extended to
all Containers upon acquisition by Owner. Manager shall provide an executed original of such certificate to Owner and Owner’s Agent upon execution of this
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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Agreement and shall continue to provide to Owner and Owner’s Agent (and to Owner’s lender(s) if applicable) renewal certificate(s) evidencing the coverages
required herein prior to the expiration of the certificate(s) in existence at the time of the execution of this Agreement. All such certificates shall provide that the
insurer shall give Owner and Owner’s Agent at least 30 days prior written notice of any cancellation or material modification of the coverage. Manager shall have
the right to change its existing insurance coverage on the containers in Manager’s Fleet if in Manager’s reasonable and good faith judgment such change is
required due to changing costs for insurance or changing industry practices. Manager agrees to notify Owner at least 30 days in advance of any such contemplated
changes in insurance coverage. If Owner wishes insurance coverage which is broader in scope and/or greater in amount than that purchased by Manager for the
containers in Manager’s Fleet, then Manager will cooperate in arranging such additional coverage and Owner shall pay the incremental cost thereof. Manager will
use good faith efforts to insure the Containers at their respective Stipulated Loss Values as those values vary from time to time. If Manager is unable (within the
parameters set forth herein) to obtain property loss and damage coverage for the Containers which values the Containers at their respective Stipulated Loss Values
as those values vary from time to time, Manager will immediately notify Owners Agent so that Owner may attempt to obtain (at Owner’s sole cost) supplemental
coverage for the Containers if Owner so elects.
(g) On behalf of Owner pay all Operating Expenses including charges, assessments, and levies imposed upon or against the Containers other than charges,
assessments or levies payable by and chargeable to any Lessee under any Lease or otherwise, of whatever kind or nature and, in Manager’s reasonable discretion,
defend against any such charges, assessments or levies and seek revision or appeal from any charge, assessment or levy deemed improper, all such actions to be in
the name of Manager or Owner or both as Manager determines in its reasonable discretion, and brought on behalf of Owner and at the expense of Owner.
Provided, however, if Manager brings an action the outcome of which will directly affect containers in Manager’s Fleet owned by entities other than Owner,
Owner’s responsibility for costs incurred in such actions shall be shared proportionally with the other owners on the basis of the number of affected Containers to
all affected containers in Manager’s Fleet. If Owner chooses to utilize the Containers as collateral for debt financing purposes at any time while such Containers
remain covered by this Agreement, Owner shall pay all sums due with respect to such financing (“Debt Capital”) in full in a timely manner, and shall indemnify
Manager and any Lessee’s of the Containers from the consequences of any failure by Owner to remain in compliance with the terms of such Debt Capital.
(h) Monitor and record status and/or location and movement of the Containers and make such records available for inspection by Owner or Owner’s Agent
during reasonable business hours and after reasonable notice, and allow Owner and Owner’s Agent to make photocopies thereof. Make available to Owner and
Owner’s Agent for discussion and questions such of Manager’s employees as reasonably requested by Owner or Owner’s Agent during reasonable business
hours.
(i) Maintain or have maintained complete and accurate books and records indicating by serial number the ownership of each Container and of transactions
relating to the Containers and retain such books and records in accordance with Manager’s normal records retention policies, and will make such books and
records available for inspection by Owner or Owner’s Agent during reasonable business hours and after reasonable notice, and allow Owner or Owner’s Agent to
make photocopies thereof.
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(j) As soon as reasonably practicable, place decals, plates and/or such other marks, legends, or decals on the Containers to indicate that such Containers are
owned by Owner and that they may be subject to a security interest in favor of one or more financial institutions. Manager may also label the Containers with all
of its customary labels, marks and decals and/or to indicate that they are managed by Manager. The cost of placing all such marks, legends or decals on the
Containers shall be included in the Per Container Price and Total Invoice Price paid by Owner.
(k) Advise Owner with respect to the sale of any Containers and, upon request of Owner, cooperate with Owner to use good faith efforts in securing a
purchaser for such Containers; provided, however, that except as expressly provided in Section 4(c), 4(d), 7, and Section 13 hereof, Manager shall not have any
authority to offer for sale, contract or agree to sell, or sell any of the Containers.
(l) Upon removal of any Container from coverage under this Agreement pursuant to Section 13(a)(ii), unless such Container is sold or disposed of by
Manager on behalf of Owner in accordance with Section 13(a)(ii), arrange as promptly as possible for the transportation of such Container, at Owner’s expense,
in an “as is” condition to such destination as requested by the Owner.
(m) Subject to Section 13, cause Capital Improvements to be made to the Containers.
(n) Concurrently with the monthly payment of Owner’s Net Distribution required under Section 9 of this Agreement, remit into Owner’s Account the
amount of Net Proceeds from Sale or Disposition of Containers accrued during such time period, and notify Owner’s Agent of the date and amount of such
payment.
(o) Should Owner decide to utilize the Containers as collateral for the purpose of raising Debt Capital, Manager will cooperate with Owner with respect to
Owner’s negotiation and documentation of Owner’s Debt Capital, provided that Manager shall not have any responsibility for arranging Owner’s Debt Capital,
and further provided that Manager’s reasonable out-of-pocket costs with respect thereto will be reimbursed by Owner on demand.
(p) Except for: (i) any security interest granted- by Owner with respect to Owner’s Containers, (ii) the rights of Manager under this Agreement; (iii) the
rights of the Lessees under the Leases; not create or suffer to exist any lien, security interest, mortgage or other encumbrance in or on the Containers or any
component thereof other than Permitted Liens, or permit the Containers to be or become subject to any lien, security interest, mortgage, or other encumbrance
other than Permitted Liens.
(q) Provide such advice and perform such services incidental to the management of the Containers as may from time to time be reasonably requested in
writing by Owner.
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6. Authority of Manager; Relationship of Manager and Owner.
(a) It is recognized that Manager will act as agent for Owner and for owners of other containers in Manager’s Fleet which are substantially identical to the
Containers as well as principal with respect to containers in Manager’s Fleet owned by Manager. It is recognized that Manager will receive from owners of other
containers in Manager’s Fleet compensation which may or may not be equivalent to that payable by Owner hereunder. It is recognized and agreed that Manager’s
services for, and its obligations and rights with respect to, Owner and the owners of other containers in Manager’s Fleet are several. It is expressly understood
herein that any actions taken on behalf of Owner and/or other owners of containers in Manager’s Fleet will be taken as agent for Owner and for such other
owners, severally and individually. The Parties expressly recognize and acknowledge that this Agreement is not intended to create a partnership, joint venture or
other entity among Owner, other owners of containers in Manager’s Fleet and/or Manager, and, with respect to any sharing of costs or benefits among Manager,
Owner and owners of other containers managed by Manager, is intended only to provide a sharing of certain operating expenses enumerated in this Agreement
which are most accurately accounted for on the basis of Manager’s entire Fleet, which expenses are then allocated pro rata among the owners of all the containers
in Manager’s Fleet, including the Containers. Under no circumstances may this Agreement be interpreted to provide for a sharing of benefits between Owner and
the owners of other containers managed by Manager.
(b) Manager acknowledges that, except with respect to the obligations of Owner to make the payments of the fees and expenses set forth in this Agreement,
Manager shall have no property interest in any funds generated by, or in connection with, the operation of the Containers. In order to further evidence the
relationship between Manager and Owner created by this Agreement, Manager agrees with Owner as follows:
(i) Notwithstanding that the Owner’s Containers will be included in the Manager’s Fleet, Manager shall not have any right, title or interest in such
Containers except as expressly provided herein and in the conduct of its business Manager will not hold itself out as the owner of such Containers nor take any
action which would be inconsistent with the ownership of such Containers by Owner or which would otherwise be inconsistent with, or outside the scope of, the
agency created under this Agreement;
(ii) All funds received from or for the account of Owner or with respect to Owner’s Containers will be applied as expressly provided for in this
Agreement; and
(iii) Owner’s Containers shall not be classified as an asset of Manager or any of its affiliates in any accounting records, financial statements or
income tax returns although this Agreement and the fees and other payments due Manager hereunder may be so classified.
7. Fees to Manager.
(a) Management Fee. Each month during the term hereof, Manager shall earn a Management Fee which shall be estimated monthly in accordance with
.subsection (ii) below and recomputed on a final quarterly basis in accordance with subsection (iii) below.
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(i) Manager shall be entitled to a Management Fee for all Containers, paid monthly and adjusted quarterly on a *** basis, using the actual number of
calendar days in the month or quarter for which the Management Fee is payable. The Management Fee may not fall below the indicated Management Fee Floor
nor may it rise above the indicated Management Fee Ceiling. Any Management Fee that would have been paid but for the operation of the Management Fee
Ceiling, wholly or partially, for any quarter shall not be carried over to or paid ***.
(ii) The monthly Management Fee shall be estimated as follows: If the average *** generated by all the Containers for a particular month is ***, the
Management Fee for that month shall be *** (the “Management Fee Floor”) of the total dollar amount of NOI produced by Owner’s Fleet during that month. If
the *** generated by all the Containers for a particular month is ***, the Management Fee for that month shall be *** (the “Management Fee Ceiling”) of the
total dollar amount of NOI produced by Owner’s Fleet during that month. If the *** generated by all the Containers for a particular month is *** ***, the
Management Fee for that month shall be *** (on the basis of linear interpolation) between the Management Fee Floor and the Management Fee Ceiling.
(iii) Within forty-five (45) days after the end of each calendar quarter, the Manager shall recompute on an aggregated basis, the *** generated by ***
covered by this Agreement and/or the Initial Management Agreement during that quarter. If the *** generated by all the Containers for that quarter is ***, the
Management Fee for that quarter shall be *** (the “Management Fee Floor”) of the total dollar amount of NOI produced by Owner’s Fleet during that quarter. If
the *** generated by all the Containers for that quarter is ***, the Management Fee for that quarter shall be *** (the “Management Fee Ceiling”) of the total
dollar amount of NOI produced by Owner’s Fleet during that quarter. If the *** generated by all the Containers for that quarter is ***, the Management Fee for
that quarter shall be *** (on the basis of linear interpolation) between the Management Fee Floor and the Management Fee Ceiling. If the quarterly Management
Fee so recomputed is *** the dollar amount of the total of the ***, the Manager will make an *** to the final calculation of Owner’s Net Distribution for such
quarter made in accordance with Section 9(b) so that the *** paid will equal the quarterly Management Fee so recomputed. If the quarterly Management Fee so
recomputed is *** the dollar amount of the total of the ***, the Manager will make a *** to the final calculation of Owner’s Net Distribution for such quarter
made in accordance with Section 9(b) so that the *** paid will equal the quarterly Management Fee so recomputed. Any adjustment to the quarterly Management
Fee required by this subsection shall be implemented by adjusting ***, as applicable in each month during the following quarter until such adjustment has been
fully implemented, or, if insufficient Management Fees or Net Distributions, as applicable, are generated during the following quarter to implement the
adjustment required hereunder, the party which has received the overpayment shall remit in cash or cash equivalents, the outstanding balance due the other party
at the end of the following quarter.
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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(b) Incentive Disposition, Termination and Resale Fees.
(i) In the case of the sale by Manager of any Container pursuant to subsections 4(c)(i), 4(c)(ii), and/or 4(d) hereof, Owner shall, with respect to each
Container as aforesaid, pay to Manager an incentive fee (the “Incentive Disposition Fee”) equal to *** of the amount (if any) by which the Net Proceeds of Sale
or Disposition of each such Container exceeds its Stipulated Loss Value calculated as of the date of sale thereof in accordance with, the formula contained in
Exhibit C hereto.
(ii) Upon termination of this Agreement as to any Container(s) as a result of Section 12(a)(ii) and upon expiration of this Agreement at the end of the
original or any renewal term hereof with respect to all Containers then covered by this Agreement, if Owner does not appoint Manager as Owner’s Agent for the
sale of such Containers, Owner shall, with respect to each Container as aforesaid, pay to Manager a termination fee (the “Termination Fee”) equal to the lesser of:
(i) $***, or (ii) *** received as a result of the sale of each such Container. For purposes of this section Net Sale Proceeds shall be defined as the gross sale
proceeds received by Owner as a result of the sale of any Container(s) covered hereunder less all costs of such sale(s) (such as relocation, repair and remarking
costs, but excluding any resale fees payable to any third party with respect to such sale(s).)
(iii) If Owner desires to appoint Manager as Owner’s sales agent with respect to the disposition of Containers pursuant to Section 13 (a) (ii) and/or at
the expiration of the original or any renewal term of this Agreement, Owner and Manager will in good faith negotiate a separate agreement with respect thereto
(“Resale Agreement(s)”) pursuant to which Manager will receive a Termination Fee of *** per Container plus such other compensation for resale services with
respect to the Containers covered thereby as is agreed by Owner and Manager.
(iv) Manager shall be entitled to deduct Fees due to Manager pursuant to subsections (i) and/or (iii) hereof from: (p) the Net Proceeds from Sale or
Disposition of any Containers sold by Manager on Owner’s behalf pursuant to Sections 4(c) and 4(d); and (q) the sales proceeds from any Containers sold by
Manager on Owner’s behalf pursuant to the Resale Agreement(s). Further, with respect to Fees due to Manager pursuant to subsection (ii) hereof, Manager shall
submit to Owner its invoice for Fees due within thirty days of returning such Containers to Owner or to Owner’s designated agent, and Owner shall pay such
invoice within ten working days of receipt thereof.
8. Terms & Condition of Leases and other Agreements Affecting Containers.
(a) In negotiating Leases and/or other agreements governing groups of containers, some of which may be Containers, Manager will negotiate, on a nondiscriminatory basis, terms and conditions which are consistent with the commercial and standard Lease and/or other contractual terms and conditions which
Manager uses with respect to all other containers in Manager’s Fleet. Attached hereto as Exhibit D are true and correct copies of Manager’s standard Lease forms.
Manager agrees to notify Owner if said forms of Lease are materially modified with respect to any Lease covering Containers.
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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(b) Without limiting the foregoing, Manager shall provide that the depreciated replacement value formulas set forth in each Lease of a Container, or the loss
value formula in any other agreement governing containers, as applicable, will yield an amount which is equal to or greater than the then applicable Stipulated
Loss Value for the Containers calculated. in accordance with Exhibit C to this Agreement.
(c) Notwithstanding the other provisions of this subsection, Manager will not be deemed to be in breach of this Agreement if the loss value formula in any
contract or other agreement affecting containers (including the Containers) is set by statute or other governing regulatory enactment at a value less than the then
applicable Stipulated Loss Value of any of the Containers covered thereunder.
9. Owner’s Account: Remittance to Owner: Payment of Certain Costs: Withholding Tax.
(a) Owner’s Net Distribution for each month of the term of this Agreement shall be deposited by Manager by wire transfer or direct deposit into the
Owner’s Account, as defined in Section 2. It is specifically understood that Manager is acting as Owner’s agent for collection of the Revenues generated by
Owner’s Fleet and that Manager is required to turn over those Revenues, less Operating Expenses and Management Fees withheld, to Owner’s Account at the
times set forth in subsection 9(b).
(b) In remitting Owner’s monthly Net Distribution to Owner’s Account on an ongoing basis, the Parties understand that Manager may not have in its
possession all invoices and other data necessary to calculate with complete accuracy the amount of the Owner’s Net Distribution for that month. Accordingly,
Manager shall remit by wire transfer to Owner’s Account, within sixty days following the final business day of each month, an estimated amount of Owner’s Net
Distribution for such month, it being understood that except for the first three months during the term hereof, an amount equal to *** for the previous quarter is a
reasonable estimate of Owner’s monthly Net Distribution. No later than forty-five days following the end of the calendar quarter, Manager shall provide Owner
with an adjusted calculations of the Net Distribution for the preceding quarter, computer on a quarterly basis. Further, Manager shall, in accordance with
Section 7(a)(iii), make the appropriate adjustments to future monthly Net Distributions to Owner, and/or Manager or Owner shall make such payments, as are
necessary to implement the adjustments for such quarter as to recalculated.
(c)
(i) If the Manager is required by law to (i) pay any assessments, levies, tax and/or penalties imposed upon or against the Containers and/or this
Agreement and/or any sums payable to Manager or Owner hereunder (other than taxes imposed on Manager’s net income and sums chargeable to and paid by any
Lessee under any Lease or otherwise), or (ii) to make any deduction or withholding on account of any tax, levy, penalty or assessment from any sum payable to
the Owner hereunder, Owner shall upon receipt of details of such payments made by
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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Manager pursuant to clause (i) above, pay to Manager such additional amount as is necessary to ensure that, after making any payment(s), deduction(s) or
withholding(s) as may apply thereto, Manager shall receive and retain (free of any liability in respect of any payment, deduction or withholding other than any
liability in respect of any tax imposed on- Manager by any country or political subdivision of which Manager is a domiciliary, resident or citizen which is based
on or measured by Manager’s net income) a net sum equal to what it would have received and so retained hereunder had no such deduction, withholding or
payment been required to have been made. Manager agrees to execute and deliver all such documents and instruments, and to take all such action, as Owner shall
reasonably request to minimize amounts to be withheld pursuant to such withholding requirement or to exempt amounts from such withholding requirement and
to effect any necessary compliance with any such withholding requirement.
(ii) Owner certifies to Manager that Owner is entitled to receive payments under this Agreement without deduction or withholding for United Stated
Federal Income Tax or any income tax imposed by any state or other jurisdiction and agrees to provide Manager with all forms which Manager reasonably
requests to file with the appropriate taxing authorities to document such exemption. If for any reason Owner is not entitled to any exemption or fails to provide
Manager with the above-described forms, Owner hereby authorizes Manager to withhold taxes from amounts otherwise distributable to Owner and to make tax
payments on Owner’s behalf as required by applicable law, and Manager shall promptly provide to Owner a certificate of payment with respect to such
withholding tax paid by Manager on Owner’s behalf.
(d) Manager shall promptly notify Owner’s Agent in writing, by FAX, or otherwise, of the date and amount of each wire transfer made to Owner’s
Account.
10. Indemnification.
(a) OWNER SHALL DEFEND, INDEMNIFY AND HOLD MANAGER HARMLESS FROM AND AGAINST ANY AND ALL CLAIMS, ACTIONS,
DAMAGES, EXPENSES, LOSSES OR LIABILITIES (INCLUDING REASONABLE ATTORNEYS’ FEES) INCURRED BY OR ASSERTED AGAINST
MANAGER AS A RESULT OF THE OWNERS PERFORMANCE OR NONPERFORMANCE OF ANY OF ITS OBLIGATIONS HEREUNDER OR THE
USE, MANAGEMENT, OPERATION, POSSESSION, CONTROL, MAINTENANCE OR REPAIR OF THE CONTAINERS; PROVIDED, HOWEVER, THAT
THE FOREGOING INDEMNITY SHALL NOT APPLY TO ANY CLAIM, ACTION, DAMAGE, EXPENSE, LOSS OR LIABILITY TO THE EXTENT
DIRECTLY OR INDIRECTLY CAUSED BY OR ARISING FROM THE NEGLIGENCE OR WILLFUL MISCONDUCT OF MANAGER OR MANAGER’S
BREACH OF THIS AGREEMENT OR DEFAULT BY MANAGER IN THE PERFORMANCE OF ITS RESPONSIBILITIES UNDER THIS AGREEMENT,
OR ANY MISREPRESENTATION OF MANAGER. THE INDEMNITY DESCRIBED IN THIS PARAGRAPH SHALL NOT INCLUDE INDEMNIFICATION
FOR CONSEQUENTIAL DAMAGES INCLUDING, BUT NOT LIMITED TO, LOST PROFITS OR SIMILAR CLAIMS ARISING UNDER ANY LEGAL
THEORY WHATSOEVER, WHETHER TORT OR CONTRACT, IN LAW OR IN EQUITY.
(b) MANAGER SHALL DEFEND, INDEMNIFY AND HOLD OWNER HARMLESS FROM AND AGAINST ANY AND ALL CLAIMS, ACTIONS,
DAMAGES,
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EXPENSES, LOSSES OR LIABILITIES (INCLUDING REASONABLE ATTORNEYS’ FEES) INCURRED BY OR ASSERTED AGAINST OWNER AS A
RESULT OF MANAGER’S NEGLIGENCE OR WILLFUL MISCONDUCT OR A BREACH BY MANAGER OF THIS AGREEMENT OR DEFAULT BY
MANAGER IN THE PERFORMANCE OF ITS RESPONSIBILITIES UNDER THIS AGREEMENT, INCLUDING ANY LOSS OR DAMAGE INCURRED
BY OWNER AS A DIRECT OR INDIRECT RESULT OF OR ARISING OUT OF ANY MISREPRESENTATION OF MANAGER. THE INDEMNITY
DESCRIBED IN THIS PARAGRAPH SHALL NOT INCLUDE INDEMNIFICATION FOR CONSEQUENTIAL DAMAGES INCLUDING, BUT NOT
LIMITED TO, LOST PROFITS OR SIMILAR CLAIMS ARISING UNDER ANY LEGAL THEORY WHATSOEVER, WHETHER TORT OR CONTRACT,
IN LAW OR IN EQUITY.
(c) If any claim, action, damage, expense, loss or liability directly or indirectly arises as a result of the negligence, willful misconduct or breach of this
Agreement or the default by both Owner and Manager, responsibility shall be apportioned based upon the degree to which each Party’s negligence, willful
misconduct or breach of this Agreement or default contributed to the ultimate claim, action, damage, expense, loss or liability.
(d) The indemnifications in favor of Owner and Manager provided for in this Section 10 shall survive the termination of this Agreement.
11. Reports.
(a) Within ten (10) days following the final business day of each month, Manager will submit to Owner’s Agent a report showing Revenues for the
previous month, Operating Expenses for the previous month, the estimated Management Fee due to Manager for the previous month, and the estimated Net
Distribution to Owner due with respect to the previous month, calculated separately for each Pool of Containers and Original Containers then covered under this
Agreement and/or the Initial Management Agreement. The report required hereunder shall precede the monthly remittance from Manager to Owner contemplated
under Section 9(b) of this Agreement, and the figures contained therein shall be subject to adjustment pursuant to the quarterly adjustment provisions of
subsection 9(b) of this Agreement.
(b) Not later than forty-five (45) days after the end of every calendar quarter, Manager will furnish to Owner’s Agent at Manager’s expense, a
reconciliation of all the calculations included under Section 4(b), Section 7, and Section 9 with respect to accounts receivable and accounts payable balances at
quarter-end for all Containers, and an unaudited statement of operations and operating statistics relative to Manager’s compliance with Section 4(b)(i), all in form
acceptable to Owner, said statement of operations and operating statistics to be with respect to the Containers and also with respect to all containers in Manager’s
Fleet of the same Container Types as the Containers, for such period and for all the preceding quarterly periods in the calendar year. The aforesaid reconciliations
will be provided both on separate basis for each Pool of Containers and Original Containers then covered under this Agreement and/or the Initial Management
Agreement and on an aggregated basis for all Pools of Containers and Original Containers then covered under this Agreement and/or the Initial Management
Agreement.
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(c) Not later than ninety (90) days after the close of each calendar year, Manager will deliver to Owner’s Agent a report prepared by a firm of independent
certified public accountants as to their review (which review will not constitute, and is not intended to be the equivalent of, an audit of the operations of
Manager’s Fleet), prepared (at the expense of Owner) with respect to accounts receivable and accounts payable balances at year-end for all Containers, of the
operations of the Containers and the correctness of the computations made by Manager pursuant to Section 4(b), Section 7, and Section 9 for the immediately
preceding calendar year and the conformity of the procedures followed by Manager in connection with such computations to the obligations and duties of
Manager under this Agreement.
(d) Owner shall have the reasonable right to approve the selection of the firm of independent certified public accountants that prepare the review described
in Section 11(c) above. The current firm used by Manager is KPMG Peat Marwick which Owner hereby approves. Further, if Owner wishes to have an audit
instead of a review, Owner shall pay the incremental cost thereof, and Manager shall cooperate fully in said audit.
(e) If Owner should utilize the Containers as collateral for a Debt Financing, Manager will furnish to Owner’s lender(s), if so requested by Owner, and to
Owner and Owner’s Agent on a monthly basis, such other information as Manager generally provides to owners of containers managed by it.
12. Events of Default.
(a) The occurrence of any of the following events shall be an event of default (an “Event of Default”) under this Agreement:
(i) The failure of either Party to pay to the other any net amounts due within ten (10) days after any such amounts are due and payable under this
Agreement or the Initial Management Agreement;
(ii) The breach by either Party of any material term, covenant or condition under this Agreement or the Initial Management Agreement, other than as
specified in paragraph (i) above, which is not cured within thirty (30) days after written notice of such breach;
(iii) Any material representation or warranty made by Manager or Owner in this Agreement or the Initial Management Agreement shall prove to
have been false in any material respect at the time made;
(iv) Failure by either Party to pay its debts generally as they become due, the filing by either Party of any petition or action under any bankruptcy,
reorganization, insolvency or moratorium law or any other law for the relief of, or relating to, debtors generally; or
(v) The filing of any involuntary petition under any bankruptcy, reorganization, insolvency, or moratorium law against either Party that is not
dismissed within ninety (90) days thereafter, or the appointment of any custodian, receiver, or trustee to take possession of the property of either Party unless such
petition is set aside or withdrawn within ninety (90) days from the date of said filing or appointment.
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(b) Upon the occurrence of any Event of Default by a Party under this Agreement and in addition to any other remedies provided under applicable law, the
other Party may, at its option, terminate this Agreement upon delivery to the defaulting Party of notice of such termination and/or pursue any other remedies
available at law or equity.
(c) Upon termination of this Agreement because of default by Manager under this Section 12, Manager shall cooperate with Owner regarding the orderly
transition of the management of the Containers pursuant to Section 4(g). If this Agreement is terminated by Owner as a result of a breach hereof by Manager as
aforesaid, the rights of the Lessees under any then existing Leases of the Containers shall not be affected by termination of this Agreement so long as such
Lessees remain in compliance with the terms of such Leases. In the latter circumstances Manager agrees to use its best efforts to ensure that an orderly transition
of responsibility for the Containers shall be made in accordance with Owner’s directions and in a manner which will not disturb the rights of such Lessees,
including, but not limited to, transferring to Owner suitable Substitute Containers in place of such on-Lease Containers.
13. Capital Improvements.
(a) If it is necessary in Manager’s reasonable opinion to make Capital Improvements to any or all of the Containers, Owner shall, within fifteen (15) days
of notice from Manager of the estimated cost of such Capital Improvements either:
(ii) agree to pay for the cost of such Capital Improvements to any or all of such Containers; or
(iii) refuse to pay for the cost of such improvements to any or all of such Containers, in which case such Containers to which the recommended
Capital Improvements are not made will cease to be covered by this Agreement as of the date Manager receives Owner’s written refusal to pay for the requested
Capital Improvements. Owner will then have the option of selling any and all such Containers or of appointing Manager to sell or otherwise dispose of such
Containers on such terms and conditions as are consistent with the sales market for used containers of similar type, age and condition in the geographic area in
which such Container(s) is/are located.
Notwithstanding the foregoing, if the Capital Improvements requested by Manager are required to bring such Containers into conformity with any changes in
applicable governmental regulations or industry standards applying to containers in general, Owner agrees that the requested Capital Improvement will be made
at Owner’s expense to any of the Containers which are at the time of request and can reasonably be expected to remain on Lease to Lessees on the effective
date(s) of such change(s) in regulations or standards, although Owner may elect the option contained in (ii) above with respect to any of the Containers which can
reasonably be expected to be off Lease on the effective date(s) of such change(s) in regulations or standards.
(b) The cost of any Capital Improvement made to any of the Containers is acknowledged to be the responsibility of Owner. In connection therewith, any
payments, including, without limitation, insurance proceeds or indemnity payments from Lessees (which shall not constitute Revenues hereunder and which shall
be paid directly to Owner without
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deduction) received to cover any of the foregoing shall be first used to pay for any of the foregoing. If pursuant to Section 13(a)(i) Owner has agreed to pay for
the cost of Capital Improvements, Manager shall have the right to require Owner to pay to Manager upon fifteen (15) days prior notice and demand the cost as
invoiced for any Capital Improvement not otherwise paid for, as aforesaid, and Manager shall apply such payments to accomplish the same.
14. Representations and Warranties.
(a) Manager. Manager represents and warrants to Owner that the following representations and warranties are true and correct on the date Manager
executes this Agreement and on each date that Manager sells Containers to Owner and/or executes as Addendum to this Agreement to include an incremental
Group of Containers hereunder:
(i) Manager is a corporation duly formed and validly existing under the laws of Nevada, has the power and authority and legal right to carry on its
business as now, and as proposed to be, conducted and is duly qualified to do business in such other jurisdictions in the United States in which the failure to so
qualify would materially adversely affect its ability to lease and operate the containers in Manager’s Fleet or to perform its obligations with respect to such
containers.
(ii) This Agreement has been duly authorized by Manager, and has been duly executed and delivered by Manager, and, assuming due authorization,
execution and delivery thereof by Owner, constitutes or will then constitute valid, legal and binding agreements of Manager, enforceable against Manager in
accordance with its terms.
(iii) The execution and delivery by Manager of this Agreement and Manager’s compliance with all of the provisions of this Agreement are within the
powers of Manager, will not conflict with or result in a breach of any presently existing law or governmental rule or regulation or any presently existing order,
writ, injunction or decree of any court or governmental authority against Manager or by which it or any of its properties is bound and will not conflict with, result
in any breach of any of the provisions of, constitute a default under, or result in the creation of any lien upon any property of Manager under the provisions of,
any corporate charter or other organic instrument of Manager or any bond, debenture, note, mortgage, indenture, deed of trust, agreement or other instrument to
which Manager is a party or by which it may be bound or to which any of its property (whether owned or leased) may be subject; or in such instances in which
the execution and delivery by Manager of this Agreement and Manager’s compliance with the terms hereof would conflict with or result in a breach of any
material agreement or contract by which Manager is bound, appropriate consents and/or waivers will have been obtained prior to the execution hereof by
Manager.
(iv) No authorization or approval from, consent of, or filing, registration or qualification with, any governmental or public body or authority, except
as has been obtained or made or will be obtained or made in the ordinary course of Manager’s container leasing business, is necessary for the execution or
delivery by Manager of this Agreement, the validity of this Agreement or the holding under lease or operation and leasing of the containers in Manager’s Fleet by
Manager.
27

(v) Except to the extent that (A) the same are being contested in good faith and by appropriate proceedings in such manner so as not to cause any
materially adverse effect upon the financial condition of Manager or the loss of any right of redemption from any sale thereunder, or the rights of Owner in, or
Owner’s title to, Owner’s Containers; or (B) Manager shall have set aside on its books reserves as required by, and in accordance with, generally accepted
accounting principles, (I) there are no material tax liabilities of Manager due or to become due for any tax year ended on or prior to the date of Manager’s most
recent annual audited financial statements provided to Owner whether incurred in respect of or measured by the income of Manager prior to such date, which are
not properly reflected in such financial statements or for which Manager is not entitled to appropriate indemnities from a party not an affiliate of Manager, (II)
there are no material claims pending or, to the knowledge of Manager, proposed or threatened against Manager for past taxes, and (III) Manager has filed all
domestic and foreign federal, state and material local income, sales, use and franchise tax returns required to be filed by it and has paid all taxes shown by such
returns to be due and payable, and has filed all other tax returns, domestic or foreign, and paid all other taxes, reasonably believed by Manager to be required to
be filed and to be due and payable, and there are no waivers or agreements by Manager for an extension of time for the assessment of any tax.
(vi) Manager (A) is not in violation of any material laws, ordinances or governmental rules or regulations (domestic or foreign) to which it is subject,
and (B) has not failed to obtain or apply for any licenses, permits, franchises or other governmental authorizations necessary to the ownership of its property or to
the conduct of its business, which violation or failure to so obtain or apply would materially and adversely affect the business prospects or financial condition of
Manager or the ability of Manager to perform its obligations under this Agreement or to lease and operate the containers in Manager’s Fleet, except such as will
be obtained or applied for in the ordinary course of Manager’s container leasing business.
(vii) There are no suits or proceedings pending or, to the knowledge of Manager, threatened against Manager in any court or before any regulatory
commission, board or other governmental administrative agency which if adversely determined would have a material adverse effect on the business or operations
of Manager, financial or otherwise, or on its ability to fulfill its obligations under this Agreement or to lease and operate the containers in Manager’s Fleet.
(viii) Neither this Agreement nor any other written statement furnished to Owner by Manager in connection with the transactions contemplated
hereby contains any untrue statement of a material fact known to Manager or omits to state a material fact known to Manager necessary in order to make the
statements contained therein, in the light of the circumstances under which they were made, not misleading. All historical data and records presented by Manager
to Owner in evaluating this transaction have been carefully prepared and do not to the best of Manager’s knowledge misrepresent, or fail to omit, any material
fact reasonably necessary to Owner to evaluate this transaction.
(ix) Since the date of Manager’s most recent annual audited financial statements provided to Owner, there has not been any material adverse change
in the contemplated business, operations, properties or financial condition of Manager.
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(x) Manager’s existing financing agreements exclude from the “Collateral” pledged by Manager to its banks any security interest in the Containers or
the proceeds thereof, except to the extent that proceeds from management of the Containers under this Agreement constitute fees payable to and expenses
reimbursable to Manager for providing services under this Agreement.
(b) Owner. Owner represents and warrants to Manager that the following are true and correct on the date Owner executes this Agreement and on each date
that Owner purchases Containers from Manager and/or executes as Addendum to this Agreement to include an incremental Group of Containers hereunder:
(i) Owner is a corporation duly formed and validly existing under the laws of Switzerland, has the power and authority and legal right to carry on its
business as now conducted, and is duly qualified to do business in such other jurisdictions in which the failure to so qualify would materially adversely affect its
ability to perform under this Agreement.
(ii) This Agreement has been duly authorized by Owner, and has been duly executed and delivered by Owner, and, assuming due authorization,
execution and delivery thereof by Manager, constitutes or will then constitute valid, legal and binding agreements of Owner, enforceable against Owner in
accordance with its terms.
(iii) The execution and delivery by Owner of this Agreement and Owner’s compliance with all of the provisions of this Agreement are within the
powers of Owner, will not conflict with or result in a breach of any presently existing law or governmental rule or regulation or any presently existing order, writ,
injunction or decree of any court or governmental authority against Owner or by which it or any of its properties is bound and will not conflict with, result in any
breach of any of the provisions of, constitute a default under, or result in the creation of any lien upon any property of Owner (other than the rights of Manager
under this Agreement and the rights of the Lessees under the Leases in effect from time to time) under the provisions of, any corporate charter or other organic
instrument of Owner or any bond, debenture, note, mortgage, indenture, deed of trust, agreement or other instrument to which Owner is a party or by which it
may be bound or to which any of its property (whether owned or leased) may be subject.
(iv) No authorization or approval from, consent of, or filing, registration or qualification with, any governmental or public body or authority, except
as has been obtained or made or will be obtained or made in the ordinary course of Owner’s business is necessary for the execution or delivery by Owner of this
Agreement or the validity of this Agreement or the ownership and leasing of Owner’s Containers by Owner.
(v) Owner (A) is not in violation of any material laws, ordinances or governmental rules or regulations (domestic or foreign) to which it is subject,
and (B) has not failed to obtain or apply for any licenses, permits, franchises or other governmental authorizations necessary to the ownership of its property or to
the conduct of its business, which violation or failure to so obtain or apply would materially and adversely affect the business prospects or financial condition of
Owner or the ability of Owner to perform its obligations under this Agreement or to own and operate the Containers, except such as will be obtained or applied
for in the ordinary course of Owner’s business.
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(vi) There are no suits or proceedings pending or, to the knowledge of Owner, threatened against Owner in any court or before any regulatory
commission, board or other governmental administrative agency which if adversely determined would have a material adverse effect on the business or operations
of Owner, financial or otherwise, or on its ability to fulfill its obligations under this Agreement or to own or lease the Containers.
(vii) Neither this Agreement nor any other written statement furnished to Manager by Owner or Owner’s Agent in connection with the transactions
contemplated hereby contains any untrue statement of a material fact known to Owner or to Owner’s Agent or omits to state a material fact known to Owner or to
Owner’s Agent necessary in order to make the statements contained therein, in the light of the circumstances under which they were made, not misleading. All
information presented by Owner and Owner’s Agent to Manager for use in evaluating this transaction has been carefully prepared and does not to the best
knowledge of Owner or Owner’s Agent, misrepresent, or fail to omit, any material fact reasonably necessary to Manager to evaluate this transaction.
(viii) Owner has the financial resources necessary to purchase the Containers on the terms provided herein and to meet all financial commitments of
Owner under this Agreement in full when and as due.
15. Notices.
Any notice, demand, request or other document which, under the terms of this Agreement or under any statute, must or may be given or made by Manager
or Owner must be in writing, and shall be either personally delivered, or sent by telecopy, overnight courier, or certified or registered mail, return receipt
requested, postage prepaid, and addressed to Manager, Owner or Owner’s Agent at their addresses stated below. A copy of any notice sent to Owner must also be
sent to Owner’s Agent. Any notice so delivered or sent shall be deemed to be given on the day personally delivered or telecopied, on the day following the day
sent by overnight courier, or on the third day following the day sent by certified or registered mail.
If to Manager:
Container Applications International, Inc.
Three Embarcadero Center
Suite 1850
San Francisco, Ca. 94111-3834
Attention: M. John Nishibori
If to Owner:
P & R Equipment & Finance Corporation
Industriestrasse 6
CH 6301 Zug
Switzerland
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Attention: Heinz Roth
If to Owner’s Agent:
Hakman Capital Corporation, Owner’s Agent
1350 Old Bayshore Highway, Suite 300
Burlingame, CA 94010
Attention: Richard R. Heath
Either Party may change such address by notice given to the other Party in the manner set forth above.
16. Miscellaneous.
(a) This Agreement shall be governed by and construed under the internal laws of the State of California, U.S.A.
(b) This Agreement may be executed in counterparts, each of which shall be deemed an original, but together shall constitute one and the same instrument.
(c) Titles and headings of sections of this Agreement are for the convenience of reference only and do not form a part of this Agreement and shall not in
any way affect the interpretation hereof. Defined terms shall include the singular or plural, as the case may be. All references to Sections and Subsections shall be
to sections and subsections of this Agreement, except as otherwise specifically provided. The words “hereof,” “herein,” “hereto,” and “hereunder” and words of
similar purport when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement.
(d) No modification or amendment to this Agreement shall be valid unless in writing and executed by both Parties.
(e) The terms and conditions of this Agreement shall inure to the benefit of and be binding upon the respective successors and assigns of each Party;
provided, however, that no assignment hereof by any Party or transfer of any Party’s rights hereunder, whether by operation of law or otherwise shall be valid or
effective as against the other Party without the prior written consent of such other Party, which consent shall not be unreasonably withheld. Notwithstanding the
foregoing, Owner may, without the consent of the Manager, assign or transfer any or all of Owner’s rights hereunder (i) to one or more entities affiliated with
Owner; and (ii) to a lender to Owner if Owner should utilize the Containers as collateral for a Debt Financing subject in each instance to the prior execution by
such transferee of a confidentiality agreement with Manager in form and substance reasonably acceptable to Manager. Furthermore, with the prior written consent
of Owner, which shall not be unreasonably withheld, Manager may assign this Agreement to an affiliate of Manager, provided that such assignment is made at the
same time as the assignment of all other management agreements between Manager and third party owners of other containers in Manager’s Fleet, and further
provided that Manager shall remain primarily responsible to Owner for the performance of Manager’s obligations hereunder. Except upon expiration or earlier
termination of this Agreement as provided in Sections 4, 12 and 13 hereof and in subparts (i) and (ii) above, and subject always to the other provisions of this
Agreement
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and to the rights of the Lessees under the Leases in effect from time to time with respect to the Containers, Owner shall not be entitled to sell any Container to any
third party without the prior written consent of Manager, which consent shall not be unreasonably withheld. Nothing herein shall preclude a lender to Owner
which holds a security interest in any or all of the Containers from exercising its rights against such collateral, subject always to the rights of the Manager
hereunder and to the rights of the Lessees of such Containers under Leases thereof in effect from time to time.
(f) If any party fails to pay any amounts hereunder when due, such party shall pay interest on such amounts due (unless otherwise specifically provided by
the terms of this Agreement) at a rate equal to the lesser of: (x) the then ***; or (y) the then ***.
(g) The waiver of any breach of any term or condition hereof by the non-defaulting party shall not be deemed a waiver of any other or subsequent breach,
whether of like or different nature.
(h) If any term or provision of this Agreement or the performance thereof shall to any extent be invalid or unenforceable, such invalidity or
unenforceability shall not affect or render invalid or unenforceable any other provision of this Agreement, and the remainder of this Agreement shall be valid and
enforceable to the fullest extent permitted by law.
(i) Any controversy or claim arising out of or relating to this Agreement or the breach thereof shall be settled by arbitration held in San Francisco,
California in accordance with the Commercial Arbitration Rules of the American Arbitration Association, and judgment upon the award rendered by the
arbitrators may be entered in any court having jurisdiction thereof. Any such arbitration shall be conducted by a panel of three arbitrators, one nominated by each
Party within thirty days of commencement of the arbitration, and the third, who shall be a lawyer admitted to practice in California, selected jointly by the two
arbitrators nominated by the Parties, within ten days of the nomination of the arbitrator last chosen by a Party.
(j) The terms of this Agreement are intended by the Parties as a final expression of their agreement with respect to such terms as are included in this
Agreement and may not be contradicted by evidence of any prior or contemporaneous agreement.
(k) If any legal action or any arbitration or other proceeding is brought for the enforcement of this Agreement, or because of an alleged dispute, breach,
default or misrepresentation in connection with any of the provisions of this Agreement, the successful or prevailing Party, as determined by the judge or
arbitrator, shall be entitled to recover from the other Party reasonable attorney fees and other costs reasonably required to prosecute and/or defend the legal action
or arbitration, in addition to any other relief to which the prevailing Party is entitled.
(l) No rights or remedies afforded any Party hereunder upon the breach of any provision of this Agreement by the other Party are intended to be exclusive;
and upon the breach of any provision of this Agreement by any Party, the other Party will be entitled to exercise any and all rights or remedies provided by
applicable law or at equity or otherwise. Exercise of any one or more rights or remedies shall not preclude exercise of any other rights or remedies.
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and year first above written.
MANAGER
CONTAINER APPLICATIONS INTERNATIONAL, INC.
By:
(Date)
Its:
(Title)
OWNER
P & R EQUIPMENT & FINANCE CORPORATION
By:
(Date)
Its:
(Title)
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EXHIBIT A
Number of dry van and high cube container TEU’s in Manager’s
Fleet as of March 31, 1996
20’ containers
40’ containers
40 HC
Total

No. of Units

TEU’s

***
***
***
***

***
***
***
***

[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.

EXHIBIT B
(Certificates of Insurance)

Container Applications International, Inc. (Insured)
655 Montgomery Street
Suite 1101
San Francisco, CA 94111-2630

Alexander & Alexander of California, Inc. (Broker)
333 Bush Street, Suite 600
San Francisco, CA 94104-2878

This is to certify that the policies of insurance listed below have been issued to the insured named above and are in force at this time. Notwithstanding any
requirement, term or condition or any contract or other document with respect to which this confirmation may be issued, or pertain to, the insurance afforded by
the policies described herein is subject to all terms, exclusions and conditions of such policies. This certificate is issued as a matter of information only and
confers no right upon the certificate holder. This certificate does not amend, extend or alter the coverage afforded by the policies listed below.
Marine Equipment Coverages

Policy Number

Liability Limits

(A) Physical Damage
9/1/95 -10/1/96

60%
40%

Royale Belge
St Paul Fire & Marine

J1B08744

$2,000,000

Per Occurrence

(B) Third Party Liability
5/1/95 -10/1/96

100%
100%

American International Group (Europe)
Navigators Insurance Company

66002007
95L3029/41

$10,000,000
$10,000,000

Per occurrence
Excess of
$10,000,000

Description of Operations/Locations/Vehicles/Special Items:
Regarding the marine/equipment coverages, the Certificate Holder is named as an Additional Insured & Loss Payee as its interests may appear as respects all
containers/chassis/tanks/railcars and similar “equipment” owned or financed by the Certificate Holder and managed and/or leased by Container Applications
International, Inc. and/or any subsidiary or affiliated company.
Cancellation: Should any of the above described policies be canceled before the expiration date thereof the issuing company will endeavor to mail 30 days
written notice to the certificate holder named below, but failure to mail such written notice shall impose no obligation or liability of any kind upon the company,
its agents or representatives.
1

CERTIFICATE HOLDER:

AUTHORIZED REPRESENTATIVE

P&R Equipment & Finance Corporation
Alexander & Alexander of California, Inc.
08/02/96
2

EXHIBIT C
(Stipulated Loss Value Schedule for Containers)
Containers will depreciated from the Stipulated Loss Values for each Container Type as set forth below for each Group of Containers covered by this Agreement,
on a straight line basis over one hundred thirty two months to a value no less *** of their original Stipulated Loss Values.
Initial Group of Containers
(Deliveries to be completed by June 30, 1996)
Container Type

Stipulated Loss Value

twenty foot dry vans
forty foot dry vans
forty foot high cubes

***
***
***

[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.

EXHIBIT D
(Forms of Lease Contracts)

MASTER LEASE AGREEMENT
Container Applications International, Inc., 655 Montgomery Street, Suite 1101, San Francisco, California 94111-2630, U.S.A. (“CAI”) hereby leases to
(“Lessee”), and Lessee hereby leases from CAI, the following Containers upon the terms and conditions set forth in this Master Lease Agreement, and in the
addenda and schedules attached hereto, which shall collectively be referred to as the “Agreement”.
Billing Code:
Billing Address:

Effective Date:
Expiration Date:
Minimum Lease Period:

Equipment
20’ Dry Containers
40’ Dry Containers
40’ High Cube Containers
20’ Open Top Containers
40’ Open Top Containers
40’ Flat Rack Containers

Daily
Rental Rate
US$
US$
US$
US$
US$
US$

Handling Charges:

Per container outbound and per container inbound

20’ Containers
40’ Containers

US$
US$

Direct Interchange Fee:
Wind-down Period:

US$

Post Wind-down Rates:
20’ Dry Containers
40’ Dry Containers
40’ High Cube Containers
20’ Open Top Containers
40’ Open Top Containers
40’ Flat Rack Containers

US$
US$
US$
US$
US$
US$
D-1

Replacement
Value
US$
US$
US$
US$
US$
US$

40’ Open Top Containers
40’ Flat Rack Containers

US$
US$

ATTACHMENTS INCORPORATED IN AND MADE A PART OF THIS AGREEMENT:
1)

Exhibit A - CAI Standard Terms and Conditions. In the event of any conflict between Exhibit A and this Agreement, the latter shall prevail.

2)

Exhibit B - Redelivery Schedule

The provisions set forth above constitute the “Cover Pages” referred to in Exhibit A attached hereto.
Agreed:
CONTAINER APPLICATIONS
INTERNATIONAL, INC.

LESSEE

By:
Title:
Date:

By:
Title:
Date:
D-2

EXHIBIT A
CAI CONTAINER APPLICATIONS INTERNATIONAL, INC.
STANDARD TERMS AND CONDITIONS OF LEASE
1. Term of Agreement. The term of this Agreement will commence on the Effective Date and will expire on the Expiration Date, each as set forth in the initial
pages of this Agreement (hereinafter called the “Cover Pages.”)
2. Container Supply. Unless the Cover Pages contain superseding supply provisions, CAI agrees to lease containers to Lessee during the term of this Agreement
on an as available basis at any CAI depot or manufacturer’s location. Execution by CAI or its agent and Lessee or Lessee’s agent of CAI’s Equipment Condition
Report (“ECR”) with respect to each container leased this Agreement will constitute conclusive proof of delivery of such container to Lessee, of redelivery of
such container to CAI and of the physical condition of the container at the time of each such interchange. All containers supplied to Lessee under this Agreement
will be referred to individually and collectively as “Containers.”
3. Container Redelivery. Subject to any minimum lease period which may be specified in the Cover Pages, Lessee may redeliver Containers to the CAI depots
listed in Exhibit B, with the monthly quantity limitations and with the drop-off charges shown therein. Unused monthly redelivery limits set forth in Exhibit B
may not be carried forward into future months. Furthermore, Containers may be redelivered to depot locations or in numbers other than as shown in Exhibit B
provided that such locations, quantities and applicable drop-off charges are mutually agreed upon in writing by CAI and Lessee prior to such exceptional
redeliveries. CAI may amend Exhibit B on sixty (60) days prior written notice to Lessee.
4. Rental, Handling, Direct Interchange and Other Charges.
(a)

Lessee agrees to pay rental charges for the Containers in the amounts set forth in the Cover Pages from the day each such Container is delivered and/or
interchanged to Lessee until the later of: (i) the date each such Container is off-hired in accordance with the provisions of this Agreement or (ii) the
expiration of the minimum rental period if any such minimum is specified under this Agreement for each such Container. Free-days, if any, will be applied
against any applicable minimum lease term for Containers specifically subject thereto.

(b)

Lessee will pay CAI handling-in and handling-out charges for each Container in the amounts specified in the Cover Pages.

(c)

Provided that Lessee has received CAI’s prior written consent thereto, Lessee may directly interchange CAI containers to or from another approved CAI
lessee. Lessee shall pay CAI a direct interchange fee in the amount set forth in the Cover Pages for each Container interchanged to or from Lessee.

(d)

All charges incurred in transferring the Containers at the time of lease-out and redelivery, including, but not limited to supplemental handling charges,
transportation charges and chassis use fees, and all service charges imposed by any party other than CAI in connection with payments due to CAI under this
Agreement, shall be for the account of’ Lessee.

Lessee Initials:
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5. Invoicing and Payment.
(a)

All charges due to CAI for Containers covered under this Agreement will be invoiced to Lessee at the address for Lessee set forth in the Cover Pages. All
such charges will be invoiced and paid to CAI in United States Dollars at the address for CAI shown in the Cover Pages. Unless otherwise specified in the
Cover Pages, all charges due to CAI under this Agreement will be invoiced monthly in arrears.

(b)

Lessee agrees to pay all CAI invoices in full within thirty (30) days of invoice date unless the Cover Pages contain superseding payment terms. If any of
CAI’s invoice(s) is/are not paid when due, CAI may impose a service charge on the overdue sums at the rate of the lesser of eighteen (18) percent per
annum or the maximum amount permitted by applicable law, until the balance is paid in full. Service charges arising under this Subsection will constitute
additional rent due under this Agreement.

(c)

If Lessee disputes any charges on CAI’s invoices, Lessee will provide CAI with a written explanation of the dispute, and will make payment in full of the
charges as originally invoiced. In response, CAI San Francisco will, within sixty (60) days of receipt of Lessee’s notice of dispute, either issue credits to
Lessee, provide Lessee with verification of correct billing, or both. Lessee agrees not to withhold payment of any sums invoiced by CAI during the sixty
(60) day response period so long as CAI has acknowledged receipt of the dispute notice.

6. Maintenance and Operation.
(a)

Lessee shall at its own expense maintain each Container in good, safe and efficient working order and keep it fully and properly repaired while it is covered
by this Agreement. Lessee will operate the Containers in accordance with good operating practices and in compliance with all loading limitations, handling
procedures, and operating instructions prescribed by the manufacturers of the Containers and by CAI, and will comply with all laws, regulations and orders
which in any way affect the Containers or their use, operation or storage, including, but not limited to, current Regulations and Recommendations of the
International Organization of Standardization.

(b)

CAI will deliver Containers to Lessee which fully comply with the rules and standards of the International Convention for Safe Containers (“CSC”), ISO,
TIR and TCT. All Containers supplied by CAI to Lessee under this Agreement shall have CSC plates or CSC plates with an Approved Continuous
Examination Program (“ACEP”) mark. While the Containers are on lease to Lessee under this Agreement, Lessee will be responsible for compliance with
CSC regulations with respect to ownership and operation of such Containers. Lessee will also comply with the Customs Conventions on Containers, 1956
and 1972 with respect to the Containers while they are on lease under this Agreement.

(c)

Lessee agrees not to remove or obliterate any markings (decals or plates) affixed to the Containers without CAI’s prior written consent. Lessee may add
supplementary markings to the Containers as required for Lessee’s operations while the Containers are on lease under this Agreement, provided that such
additional markings are removed and the surface of the Containers is restored prior to their redelivery to CAI.

(d)

(d) Containers supplied by CAI to Lessee under this Agreement will be used exclusively in international trade unless their use in the domestic commerce of
any sovereign nation is expressly permitted elsewhere in this Agreement.

Lessee Initials:
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7.

Container Loss and Damage; Off-hire.

Lessee is liable to CAI for all damage (except that caused by normal wear and deterioration) to or loss or destruction of the Containers while on lease to Lessee
under this Agreement. If the turn-in ECR for any Container covered under this Agreement indicates no damage for Lessee’s account, that Container be off-hired
by CAI on the date of redelivery to the depot.
(a)

Damage. Upon redelivery of a Container to CAI’s authorized depot, if the ECR shows the Container to be damaged in accordance with the repair standards
of the Institute of International Container Lessors in effect at the time of redelivery, the depot shall promptly issue and forward to Lessee a repair estimate
for the container. Lessee will have ten (10) working days from the date of redelivery (the “Authorization Period”) to authorize the depot to proceed with
repairs as shown on the repair estimate for Lessee’s account. If authorization for the repairs is received within the Authorization Period, the Container shall
be off-hired on its redelivery date. If authorization is not received within the Authorization Period, CAI reserves the right to continue billing daily rental
charges through the date upon which the depot receives authorization to proceed with repairs as estimated for Lessee’s account. Lessee or its local agent
agrees to pay all repair charges as billed by CAI or its authorized depot within thirty (30) days of the date of the invoice therefor.

(b)

Actual Total Loss. In the event a Container is lost, stolen, destroyed, or damaged beyond structural or economic repair (an “Actual Total Loss”), Lessee will
notify CAI in writing of the event of Actual Total. Provided Lessee is in compliance with its obligations under this Agreement at the time notice of Actual
Total Loss is received by CAI, CAI will issue an invoice to Lessee for the Depreciated Replacement Value (“DRV”) of the Actual Total Loss Container
calculated in accordance with Subsection 7 (d). If payment of the DRV is received by CAI within 30 days of the invoice date, daily rental charges will
retroactively terminate on the date of CAI’s receipt of written notice of Actual Total Loss. If payment of the DRV is not received as aforesaid, daily rental
charges shall continue to accrue until payment of the DRV is made in full. Upon receipt of payment of the DRV and written request from Lessee, title to the
Actual Total Loss Container will be transferred to Lessee. Any taxes, duties or charges which become payable by virtue of the transfer of title to Lessee will
be for Lessee’s account.

(c)

Constructive Total Loss. If Lessee has redelivered a Container to CAI, and Lessee has received a damage estimate in accordance with Subsection 7(a),
Lessee may, within the Authorization Period, authorize repairs in accordance with the estimate, or request that CAI supply details of the DRV for such
Container. Provided that Lessee is in compliance with its obligations under this Agreement at the time Lessee’s request for DRV information is received by
CAI, CAI will provide the DRV for such Container. If the repair estimate for such Container exceeds the DRV for the Container (“Constructive Total
Loss”), Lessee will have seven (7) calendar days from receipt of the DRV information to notify CAI that Lessee has chosen to treat the Container as a
Constructive Total Loss. Upon receipt of Lessee’s written election of Constructive Total Loss, CAI will issue an invoice for the DRV of the Container.
Provided that payment of the DRV is received by CAI within thirty (30) days of the date of invoice therefor, daily rental charges for the Constructive Total
Loss Container will terminate on the date it was redelivered to CAI’s depot. If payment is not received as aforesaid daily rental charges on the Constructive
Total Loss Container will continue to accrue until payment in full of
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the DRV is received by CAI. Unless otherwise elected by CAI, title to the Constructive Total Loss Container will remain with CAI.
(d)

The DRV of a Container is calculated by depreciating the Replacement Value of the Container (as set forth in the Cover Pages) on a straight line basis,
using ***.

(e)

Notwithstanding the provisions of Subsections 7 (b) and (c), if Lessee is in default of its obligations under this Agreement, unless and until such default has
been cured in a timely manner or has been waived in writing by CAI, Lessee shall be obligated to CAI for the full Replacement Value of all Actual Total
Loss Containers under Subsection 7(b), and shall be liable to CAI for the lesser of estimated repair costs or full Replacement Value of Constructive Total
Loss Containers under Subsection 7(c).

8. Insurance. Without limiting any other obligations of Lessee under this Agreement Lessee shall at its own expense, obtain and continuously maintain in effect
while any Containers remain on lease to Lessee, insurance policies adequately insuring the Containers against all risks of loss or damage, cargo damage and
liability to third parties. All such insurance shall be underwritten by reputable underwriters and shall name CAI as an additional insured and loss payee thereunder
as its interests may appear. Lessee agrees to indemnify and hold CAI harmless from and against all liability to third parties, damage to and/or replacement costs of
and/or expenses (including, without limitation, expenses in prosecuting or defending any claim or suit) with respect to the Containers, and deductibles and
coinsurance obligations under the policies required to be provided by Lessee under this Section.
9. Exclusion of Warranties and Indemnity.
(a)

THE CONTAINERS ARE LEASED AS IS. PROVIDED THAT LESSEE COMPLIES FULLY WITH ITS OBLIGATIONS UNDER THIS AGREEMENT,
CAI WARRANTS THAT LESSEE SHALL HAVE QUIET POSSESSION OF THE CONTAINERS. CAI MAKES NO OTHER REPRESENTATIONS OR
WARRANTIES OF ANY KIND TO LESSEE IN RELATION TO THE CONTAINERS; ALL OTHER EXPRESS AND IMPLIED REPRESENTATIONS
AND WARRANTIES REGARDING THE FITNESS OF THE CONTAINERS FOR ANY PARTICULAR PURPOSE OR COUNTRY, OR REGARDING
THEIR MERCHANTABILITY, OR AS TO DESCRIPTION, STATE, QUALITY, OR CONDITION OF THE CONTAINERS AT THE TIME OF LEASEOUT OR AT ANY OTHER TIME, ARE SPECIFICALLY WAIVED, EXCLUDED AND EXTINGUISHED.

(b)

Lessee shall indemnify and hold CAI harmless from all liability, damage, cost or expense, including, without limitation, expenses in prosecuting or
defending any claim or suit such as attorney’s fees, court costs and other expenses, arising out of (i) any failure of Lessee to comply with its obligations
under this Agreement; (ii) any accidents involving the Containers leased under this Agreement which cause injury to or illness or death of persons or loss of
or damage to property (including cargo), due to any cause whatsoever including negligence, gross negligence and strict liability in tort; and (iii) the
Containers and any forfeiture, seizure, or impounding of, or charge or lien thereon, and any loss thereof or damage thereto while on lease to Lessee under
this Agreement. Each party undertakes promptly to give notice to the other of claims against it or action against it with respect to any matter indemnified
under this Subsection, and Lessee agrees not to

[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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settle any such action without the consent of CAI. Lessee agrees to assume, on behalf of CAI, the defense of any action or proceeding brought by any third
party against CAI which is subject to indemnification hereunder, to pay all costs and expenses in connection therewith, and to pay on behalf of CAI the
amount of any judgment or award that may be entered against CAI with respect thereto.
10. Expiration. Following expiration of the term of this Agreement, the Wind-down Period specified in the Cover Pages will take effect. At the end of the Winddown Period, the post Wind-down Period rental rates set forth in the Cover Pages will apply to all Containers remaining on lease under this Agreement. Except in
regard to additional supply of Containers and the daily rental rates, all other terms and conditions of this Agreement shall continue with respect to all Containers
on lease to Lessee on the date of expiration until all such Containers are redelivered to CAI.
11. Taxes, Charges, Liens.
(a)

Lessee will pay all taxes (other than taxes on CAI’s net income) and charges levied on or based on: (i) the Containers, or the leasing, use, storage, operation
or possession of the Containers by Lessee, and (ii) this Agreement, the rentals and other charges and payments due to CAI hereunder. As between CAI and
Lessee, taxes, duties, charges and impositions imposed on the ownership of the Containers shall be for CAI’s account unless the tax is imposed only
because the Containers are present in the taxing jurisdiction as a result of Lessee’s use of them. If, to protect title to the Containers, CAI pays on behalf of
Lessee any taxes or charges which are the responsibility of Lessee under this Agreement, Lessee will promptly reimburse CAI in full for such payment(s)
plus with any costs and expenses incurred by CAI with respect to making such payments.

(b)

Lessee is not entitled to claim any investment tax credits or depreciation deductions or any other tax benefits normally associated with ownership of any of
the Containers covered under this Agreement.

(c)

Lessee will, at its own expense, protect the Containers from liens and encumbrances created by or through Lessee and/or Lessee’s use of the Containers.
Lessee will take .all actions necessary to protect CAI’s and/or any third party owners’ title to the Containers and right to possession of the Containers
following expiration or earlier termination of this Agreement.

12. Subleasing, Assignment.
(a)

Lessee may not assign this Agreement or assign, sublet, rent, hire out or part with possession of any of the Containers to any other party (other than to the
care of connecting carriers in the normal course of Lessee’s business) without the prior written consent of CAI, which consent, if given by CAI in its
discretion, will not terminate Lessee’s responsibilities under this Agreement.

(b)

CAI may assign, pledge, or encumber this Agreement, the Containers leased hereunder, and the rentals and other charges payable to CAI hereunder, subject
to Lessee’s rights under this Agreement.

13. Net Lease; No Force Majeure.
Lessee Initials:
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(a)

The Containers are supplied to Lessee under this Agreement under a net lease contract. Lessee agrees to pay the rentals and other charges arising under this
Agreement in full as they accrue to CAI or any assignee of CAI regardless of any and all existing and future claims, defenses, counterclaims or set-offs
which Lessee may have against CAI. Nothing contained herein shall prevent Lessee from asserting any such existing or future claims, defenses,
counterclaims or set-offs against CAI in separate proceedings not affecting Lessee’s payment obligations under this Agreement.

(b)

Lessee’s obligations under this Agreement are unconditional and must be met regardless of the occurrence of any circumstance or event, whether or not
such circumstance or event is beyond Lessee’s control.

14. Default, Remedies Upon Default.
(a)

Lessee shall be in default of this Agreement if it: (i) fails to pay rent or any other charges arising under this Agreement when due, (ii) fails to perform any
of its other material obligations under this Agreement or under any other agreement between Lessee and CAI, (iii) ceases doing business, becomes
insolvent, makes an assignment for the benefit of creditors, commits an act of bankruptcy, or becomes the subject of any voluntary or involuntary
proceedings under any applicable Bankruptcy Act, or (iv) is seized or nationalized, or has any material portion of its assets seized by any government or
entity acting under color of law.

(b)

If Lessee defaults under this Agreement and fails to correct such default(s) within fifteen (15) days of the date of CAI’s notice of default and demand for
cure, then CAI may, without releasing Lessee from any of its obligations under this Agreement: (i) terminate this Agreement and any other contracts in
effect between CAI and Lessee, (ii) demand immediate redelivery of all CAI containers on lease to Lessee, (iii) declare due and payable all amounts owed
to CAI under this Agreement and all other contracts in effect between Lessee and CAI, including reasonable attorney’s fees and costs, (iv) repossess any
containers not returned within twenty (20) days of CAI’s demand for redelivery, free of any claims of Lessee or parties claiming through Lessee, (v) assert
maritime or other liens against Lessee’s property wherever it may be found, (vi) sue for and collect all damages provable by CAI under applicable law, and
(vii) exercise any other right or remedy available to CAI at law, in equity or in admiralty. Lessee agrees that CAI will be entitled to collect as part of its
damages arising from a default by Lessee under this Agreement, a Remarketing Fee equal to three months’ rental charges for each Container covered under
this Agreement at the time of Lessee’s default as a reasonable estimate of the time and expense required to locate a new lessee for such Containers. Each
remedy shall be cumulative to all other remedies available: to CAI. Lessee shall be liable to CAI for the Replacement Value of any container not
redelivered by Lessee or repossessed by CAI within twenty (20) days of CAI’s demand for redelivery. Furthermore, the rental payable for each container
not recovered by CAI within twenty days of CAI’s demand for redelivery will increase to the spot lease rates charged by CAI for like-type containers at the
time of Lessee’s default until each such container is redelivered to or repossessed by or payment of the Replacement Value thereof is received by CAI.
Lessee hereby waives any right to a judicial hearing prior to CAI’s repossession of containers in accordance with the terms of this Subsection.

15. Communications. All notices and communications between CAI and Lessee shall be sent by telex, facsimile or postage prepaid to the addresses specified for
the parties in the Cover Pages until either party gives written notice to the other of a change of address.
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16. Law and Jurisdiction. This Agreement shall be governed by the laws of the State of California as supplemented by the laws of the United States of America.
Lessee agrees that any dispute arising out of or based upon this Agreement may be brought in, and Lessee consents to the exercise of personal jurisdiction over
Lessee by, the municipal, state and federal courts located within the State of California, U.S.A. Additionally, Lessee hereby waives any and all rights it may have
under the Foreign Sovereign Immunities Act of 1976, 28 U.S.C. Sections, 1602-1611, or under similar legislation of other countries including, but not limited to,
any immunity from pre judgment seizure, arrest or attachment.
17. Reports. Lessee agrees to supply on request from CAI, equipment tracking reports showing the locations from time to time of all Containers on lease to
Lessee under this Agreement. Lessee further agrees to supply on request to CAI, audited financial statements, and CAI agrees to keep such statements
confidential.
18. Miscellaneous.
(a)

Section headings in this Agreement are for convenience only and shall not be deemed to alter or affect any provision hereof.

(b)

Any act by an agent or employee of, or independent contractor engaged by Lessee shall be deemed to be the act of Lessee.

(c)

CAI warrants that as the owner and/or agent of undisclosed third party owners of the Containers covered under this Agreement, CAI is duly authorized to
enter into and perform this Agreement on its own behalf and on behalf of such third party owners of the Containers. Lessee warrants that it is duly
authorized to enter into and perform this Agreement.

(d)

In the event of any conflict between the Cover Pages and this Exhibit A, the former shall prevail.

(e)

This Agreement contains the entire agreement between the parties with respect to the matters addressed herein, and may be amended, modified or changed
only by an additional agreement in writing signed by the authorized representatives of CAI and Lessee. If Lessee fails to object in writing to the provisions
of this Agreement within seven (7) days after receiving this Agreement, or if Lessee takes possession of any of the Containers supplied hereunder and
retains them after receipt of this Agreement, then this Agreement shall be effective and binding upon Lessee whether or not signed.
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CONTAINER-APPLICATIONS INTERNATIONAL, INC.
LONG TERM AGREEMENT
(CONTRACT NUMBER:

-

)

This is a Long Term Agreement dated
between Container Applications International, Inc., 655 Montgomery Street, Suite 1101, San Francisco, California
94111-2630, U.S.A. (“CAI”) and (“Lessee”).
1)

SCOPE OF AGREEMENT
This Agreement covers the leasing of containers which conform to the standards set forth by ISO, TIR, CSC, and TCT (hereinafter referred to individually
and collectively as “containers”), On the terms and conditions set forth below.

2)

TERM
This Agreement shall be effective
and shall expire
years from the Lease Commencement Date (“LCD”). The LCD shall be defined the first
day of the month following the month in which the last container goes on lease to Lessee.

3)

CONTAINER SUPPLY PROVISIONS
a) Commencing

and continuing through

CAI agrees to lease containers to Lessee from CAI in

b) Execution by CAI or its agent and Lessee or Lessee’s agent of CAI’s Equipment Condition Reports with respect to each container leased hereunder shall
constitute conclusive proof of delivery of such containers to Lessee, of redelivery of such containers to CAI, and of the physical condition of the containers
at the time of each such interchange.
4)

CONTAINER REDELIVERY PROVISIONS
a) No container leased hereunder may be redelivered prior to the
anniversary of the LCD. Thereafter, CAI agrees to accept redelivery of containers
from Lessee at the following CAI depot locations with the maximum monthly limitations as noted below:
CAI Depot Location Quantity
b) Containers may be redelivered to depot locations or in numbers other than those shown in Section 4a, provided that such locations, quantities and
applicable drop-off charges are mutually agreed upon in writing by CAI and Lessee before redelivery of any such containers.

5)

RENTAL CHARGES
During the term of this Agreement, Lessee shall pay to CAI a daily rental charge of US$
daily rental charges
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for each container leased hereunder. Lessee agrees to pay

for all containers covered under this Agreement from their respective dates of lease-out through the later of (i) the
(ii) their respective dates of off-hire pursuant to the terms of this Agreement.
6)

HANDLING CHARGES
Lessee shall pay CAI a handling-in charge of US$
in accordance with Section 8.

7)

anniversary of the LCD, or

for each container redelivered to CAI. Such charges shall be invoiced by CAI directly to Lessee

LEASING PROCEDURE
The terms and conditions set forth on Exhibit A are hereby incorporated into this Agreement and shall apply to all containers leased under this Agreement.
In the event of any conflict between the terms set forth in Exhibit A and the terms of this Agreement, the latter shall prevail.

8)

INVOICING PROCEDURE
a) Charges for all containers leased by Lessee under this Agreement will be invoiced monthly in US dollars to the following address:

b) Lessee agrees to pay all CAI invoices in full within 30 days of invoice date. If any items on the invoices are disputed, Lessee will forward a list and
explanation of the disputed items to CAI San Francisco with payment in full. In turn, CAI San Francisco will undertake to reconcile these disputes within
60 days of receipt by either issuing credit or providing verification of correct billing or combination thereof. So long as CAI acknowledges the dispute and
is attempting in good faith to reconcile the disputed items, Lessee agrees not to withhold any money due CAI which relates to such disputed items.
9)

MAINTENANCE
Lessee shall at its own expense at all times maintain each container in good, safe and efficient working order and keep it fully and properly repaired.

10)

DAMAGE PROCEDURE
Upon redelivery of a container to CAI’s authorized depot, if CAI’s Equipment Condition Report, executed by CAI (or CAI’s local agent) and Lessee (or
Lessee’s local agent), shows the container to be in damaged condition, the following procedure will apply: If the container is found to be damaged, as
defined by the Institute of International Container Lessors standards prevailing at the time of redelivery, CAI or its authorized
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depot will issue a repair estimate to the Lessee. Lessee shall have 10 working days from the date of redelivery (the “Authorization Period”) to authorize the
depot to proceed with said repairs as shown on the repair estimate for Lessee’s account. If authorization is received within the Authorization Period, the
container shall be retroactively off-hired on its redelivery date. If authorization is not received within the Authorization Period, CAI reserves the right to
continue daily rental charges through the date upon which the depot receives authorization to proceed with repairs as estimated for the Lessee’s account.
Lessee or its local agent agrees to pay all repair charges as billed by CAI or its authorized depot within 30 days of the date of the invoice therefor.
11)

TOTAL LOSS
a) In the event a container is lost, stolen, destroyed, or damaged beyond structural or economic repair so as to be rendered incapable of return to CAI (an
“Actual Total Loss”), Lessee shall give notice in writing to CAI of such Actual Total Loss specifying the container number and providing proof of loss
satisfactory to CAI. CAI shall thereupon issue an invoice to Lessee for the Replacement Value (“RV”) (as set forth in Subsection 11c) of the Actual Total
Loss container. Provided that payment of the RV is made to CAI within 30 days of the invoice date, daily rental charges will retroactively terminate on the
date of CAI’s receipt of such written notice. If payment of the RV is not made within 30 days of the invoice date, daily rental charges shall continue to
accrue until payment of the RV is received by CAT. Upon receipt of such payment accompanied by an appropriate request by Lessee, title to the Actual
Total Loss container will be transferred to Lessee. Furthermore, provided that Lessee shall not be in default of any provisions of this Agreement, then CAI
agrees to invoice the Actual Total Loss container at the Depreciated Replacement Value (“DRY”), calculated in accordance with Subsection 11c, in lieu of
the RV. Any taxes, duties or charges which become payable by virtue of the transfer of title to Lessee shall be for Lessee’s account.
b) Provided that Lessee shall not be in default of any provisions of this Agreement, if Lessee has redelivered a container to CAI, and Lessee has received a
damage estimate in accordance with Section 10, Lessee may, within the Authorization Period, authorize repairs in accordance with the estimate or request
that CAI supply details of the DRV for such container. If CAI determines that the extent of the damage so warrants (a “Constructive Total Loss”), CAI will
provide the DRV for such container, and Lessee shall have the option to pay either the estimated damages or the DRV. If Lessee elects the latter, Lessee
shall give notice to CAI of its election to declare Constructive Total Loss within 7 calendar days of receipt of the details of the DRV and CAI will issue an
invoice for the DRV of such Constructive Total Loss container. Provided that payment of the DRV is received by CAI within 30 days of the date of invoice
therefor, daily rental charges shall terminate on the date of redelivery of the Constructive Total Loss container. If payment is not received as aforesaid, daily
rental charges shall continue to accrue until payment is received by CAI. Unless otherwise elected by CAI, title to the Constructive Total Loss container
will remain with CAI.
c) In calculating the DRV, the Replacement Value of US$
is depreciated down to a value not less than 50% of the Replacement Value. The
depreciation is calculated on a straight line basis using a 15 year lifespan for the container with a 15% residual value.
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12)

INSURANCE
Without prejudice to any other obligations of Lessee under this Agreement, Lessee shall, at its own expense, obtain and continuously maintain in effect
while any containers remain on lease to Lessee, insurance policies adequately insuring the containers against all risks of loss or damage, cargo damage and
liability to third parties. All such insurance shall be underwritten by reputable underwriters and shall name CAI as an additional insured and loss payee
thereunder as its interests may appear. Lessee agrees to indemnify and hold CAI harmless from and against all liability to third parties, damage to and/or
replacement costs of and/or expenses (including, without limitation, expenses in prosecuting or defending any claim or suit) with respect to the containers,
and deductibles and coinsurance obligations under the policies required to be provided by Lessee under this Section.

13)

EXCLUSION OF WARRANTIES AND INDEMNITY
a) THE CONTAINERS ARE LEASED AS IS. PROVIDED THAT LESSEE COMPLIES FULLY WITH ITS OBLIGATIONS UNDER THIS
AGREEMENT, CAI WARRANTS THAT LESSEE SHALL HAVE QUIET POSSESSION OF THE CONTAINERS. SAVE AS AFORESAID, NO
REPRESENTATIONS OR WARRANTIES WHATSOEVER OF ANY KIND HAVE BEEN GIVEN BY CAI IN RELATION TO THE CONTAINERS,
AND ALL REPRESENTATIONS AND WARRANTIES, WHETHER EXPRESS OR IMPLIED, WHETHER IN RELATION TO THE FITNESS OF THE
CONTAINERS FOR ANY PARTICULAR PURPOSE OR COUNTRY, OR WHETHER IN RELATION TO MERCHANTABILITY OR AS TO
DESCRIPTION, STATE, QUALITY, OR CONDITION OF THE CONTAINERS AT DELIVERY OR AT ANY OTHER TIME ARE HEREBY WAIVED,
EXCLUDED AND EXTINGUISHED.
b) Lessee shall indemnify and hold CAI harmless from all liability, damage, cost or expense, including, without limitation, expenses in prosecuting or
defending anf claim or suit such as attorney’s fees, court costs and other expenses arising out of (i) any failure of Lessee to comply with its obligations
under this Agreement; (ii) any claim, whether private or governmental, for personal injury or death, or for loss of or damage to person, property, cargo or
vessels arising out of or incident to the ownership, selection, possession, leasing, operation, control, use, storage, loading, unloading, moving, maintenance,
delivery, or return of the containers, and (iii) the containers and any forfeiture, seizure, or impounding of, or charge or lien thereon, and any loss thereof or
damage thereto. Each party undertakes promptly to give notice to the other of claims against it or action against it with respect thereto, and Lessee agrees
not to settle any action without the consent of CAI. Lessee agrees to assume, on behalf of CAI, the defense of any action or proceeding which may be
brought by any third party against CAI and to pay all costs and expenses of whatever nature in connection therewith, and to pay on behalf of CAI the
amount of any judgment or award that may be entered against CAI with respect thereto.
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14)

EXPIRATION
Commencing the first day of the
month following the expiration of this Agreement, the daily rental charge for each container then on lease under
this Agreement shall increase to US$
. Except in regard to daily rental charges, all other terms and conditions of this Agreement shall continue with
respect to all containers on lease to Lessee on the date of expiration until all such containers are redelivered to CAI. Please indicate your acceptance and
agreement to the foregoing by signing and returning three copies of this Agreement to CAI. Upon CAI’s receipt and execution of said copies, the
Agreement shall constitute a binding agreement between CAI and Lessee, and one copy will be promptly returned for your files.

CONTAINER APPLICATIONS INTERNATIONAL, INC.
By:
Title:
Date:

By:
Title:
Date:
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EXHIBIT A
GENERAL TERMS AND CONDITIONS
1.

DELIVERY OF EQUIPMENT

By execution of each ECR with respect to each item of equipment delivered to Lessee under this Agreement, Lessee conclusively acknowledges receipt thereof in
good and leasable condition. Lessee agrees to return such equipment to Lessor in as good condition as received from Lessor, normal wear and deterioration
excepted, and to execute Lessor’s ECR upon redelivery to Lessor identifying and acknowledging any changes in the condition of the equipment while on lease to
Lessee. Any changes in the equipment which could have been prevented by normal maintenance shall not constitute normal wear and deterioration and shall be
deemed to be damage.
2.

RENTAL AND OTHER CHARGES

a. Lessee agrees to pay rental charges for the equipment in the amount(s) set forth in this Agreement from the day such equipment is delivered and/or
interchanged to Lessee until the day such equipment is returned to Lessor. However, if the equipment is not returned in good condition, Lessee agrees to pay for
the cost of any necessary repairs together with rental charges through the date such repairs are approved by Lessee. Further, in the event no fixed lease term is
specified for the equipment, Lessor may, upon written notice to Lessee, (i) prospectively adjust the initial-rental charges to Lessor’s then current average spot
lease rate for such equipment on or after the 18 month anniversary of the lease out date of such equipment, or (ii) require that Lessee redeliver the equipment
within 30 days of such notice in accordance with the redelivery provisions set forth herein. In the event a fixed lease term is specified for the equipment, Lessor
may (unless otherwise provided elsewhere in this Agreement), upon written notice to Lessee (i) prospectively adjust the rental charges for such equipment to
Lessor’s then current average spot lease rate for such equipment on or after the 6 month anniversary of the expiration of the fixed term, or (ii) require that Lessee
redeliver the equipment within 30 days of such notice in accordance with the redelivery provisions set forth herein.
b. Lessee shall return all equipment to Lessor’s terminal at the point(s) of termination designated herein or, if no point(s) of termination have been so specified, to
the locations specified in writing by the Lessor to Lessee. Furthermore, upon such redelivery, Lessee agrees to pay Lessor the applicable equipment drop-off
charge(s) shown herein, or, if no such charges are specified herein, the applicable drop-off charges contained in Lessor’s current drop-off charge schedule.
c. All service charges incurred in transferring the equipment including, but not limited to, handling charges, transportation charges and chassis use fees, and all
service charges imposed by any bank or other organization in connection with payment of monies due to Lessor, shall be for the account of Lessee.
d. Unless otherwise indicated herein, all payments due to Lessor shall be payable in United States Dollars and shall be paid to Lessor, within fifteen (15) days of
the date of Lessor’s invoice(s), at the address for Lessor shown herein. In the event Lessor’s invoice(s) is/are not paid when due, Lessor may, without prejudice to
any other remedy it may have, charge, as additional rental, a service charge at the rate of the lesser of eighteen (18) percent per annum or the maximum amount
permitted by applicable law, until the balance is paid in full.
e. It is expressly understood and agreed that (i) equipment furnished to Lessee hereunder is necessary to and leased for use aboard vessels owned, operated,
chartered and/or managed by Lessee for ocean transportation of goods and for land transportation incidental thereto, (ii) equipment furnished to Lessee hereunder
is made available not only on the credit of the Lessee
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but also on the credit of such vessels as aforesaid, and (iii) to the extent permitted by law, Lessor has and may assert maritime liens against such vessels for any
breach of Lessee’s obligations to Lessor with respect to such equipment as set forth in this Agreement.
3.

RISK OF LOSS AND DAMAGE

Lessee is liable to Lessor for all damage to or loss or destruction of the equipment subsequent to its delivery to Lessee and prior to its return to Lessor except that
caused by normal wear and deterioration. Normal wear and deterioration shall not include damage caused by forklifts or other handling equipment.
a. DAMAGE. In the event Lessee fails to repair damage to the equipment prior to returning it to Lessor, Lessor or its authorized depot will present a repair
estimate to Lessee or Lessee’s local agent for approval. Lessee shall be liable to Lessor for the cost of such repairs and for rental charges for the equipment which
shall continue until the day on which Lessee or its authorized agent approves the repairs as set forth in the estimate. Lessee will, at Lessor’s request, make
payment of repair costs directly to the appropriate repair company and pay any and all storage charges incurred as a result of Lessee’s failure to approve repairs
on a timely basis.
b. LOSS OR TOTAL DAMAGE. In the event of loss, theft or destruction of the equipment (an “Event of Loss”) or damage thereto which Lessor, in its sole
discretion, shall determine is not structurally or economically repairable (an “Event of Constructive Loss”), rental charges for the affected equipment shall
terminate (1) upon receipt by Lessor of written notice from Lessee of an Event of Loss, or (2) upon issuance by Lessor of a written notice to Lessee of an Event of
Constructive Loss, provided in either event that payment of the Replacement Value for a like item of equipment (as set forth herein or in Lessor’s then current
Replacement Value Schedule) is made to Lessor within 30 days of such notice. If payment is not made within such 30 days, rental charges shall continue unabated
until payment of the Replacement Value is received by Lessor. General payments by Lessee shall not be applied to charges for the Replacement Value of
equipment unless so specified by Lessee. Further, if any equipment is subject to an Event of Loss or Event of Constructive Loss prior to the expiration of any
fixed term specified for such equipment, Lessor shall have the right but not the obligation to supply a like item of equipment to Lessee, whereupon Lessee agrees
either (1) to lease such substitute equipment, or (2) if Lessee elects not to lease the substitute equipment, to pay Lessor any shortfall between the historic rental
charges for the original item of equipment and the contractual rental charges for said fixed term.
4.

OPERATION, MAINTENANCE AND REPAIR

a. Lessee shall use the equipment properly and shall, at its sole cost and expense, maintain the equipment in good repair and safe operating condition. Such
maintenance shall include but not be limited to the replacement of all badly worn or broken parts with new parts of equivalent design and material, as well as the
abrasive cleaning, priming and top coating of all corroded areas on a routine, as needed basis. Lessee shall be liable for any repairs wrongly made or incompatible
with the standards set forth in the Repair Manuals issued from time to time by the Institute of International Container Lessors. Lessee shall be responsible for all
cleaning and decontamination costs with respect to equipment contaminated by cargo or otherwise and for removal of all debris and shoring from any containers
leased hereunder prior to their return to Lessor. Lessee shall be liable for all costs and losses to Lessor arising out of Lessee’s failure to repair or maintain the
equipment in good condition. If the foregoing obligations are performed by Lessor, all expenses relating thereto will be for the account of Lessee.
b. Lessee shall use the equipment in accordance with good operating practices and so as to comply with all loading limitations, handling procedures and operating
instructions prescribed by
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the manufacturer(s) thereof and by Lessor, including, but not limited to, current Regulations and Recommendations of the International Organization of
Standardization and applicable local regulations, and shall prevent usage which may damage or shorten the life of the equipment such as excessive impact and
unbalanced loading. Lessee shall not use the equipment for storage or transportation of goods which could damage the equipment including, without limitation,
unprotected corrosive substances, poorly secured materials or bulk commodities which may corrode, oxidize, severely dent, puncture, contaminate, stain or
damage the equipment.
c. Container(s) supplied hereunder shall be used solely in international trade unless the use thereof in domestic transportation of goods is expressly permitted
elsewhere in this Agreement.
d. Receipt.or delivery of equipment or any other act by an agent or employee of, or independent contractor engaged by, Lessee shall be deemed to be the act of
Lessee and shall be binding upon Lessee.
e. Lessor’s equipment is identified by appropriate lettering and numbering, which Lessee agrees not to change or obliterate. Notwithstanding the foregoing, at the
written request of Lessor, Lessee shall change or supplement such marks as Lessor shall request. Lessee may, however, add other markings as maybe required,
provided that such additional markings will be removed and the surface of the equipment shall be in the same condition as prior to the addition of such markings
when the equipment is redelivered to Lessor. If Lessee fails to remove such additional markings, Lessor shall remove such markings at Lessee’s cost.
f. Lessee shall be responsible for the cost of removal of any intentional or unintentional amendments, alterations, or modifications made to the equipment and for
returning the equipment to the same condition in which it was originally received by Lessee.g. Lessee shall at its expense comply with all laws, regulations and
orders which in any way affect the equipment or its use, operation or storage. Lessor shall have no responsibility for compliance with any such laws, regulations
or orders, including, without limitation, all such laws, regulations or orders as may relate to customs, transportation, handling, safety and labor regulation.
h. Lessee shall at its expense comply with all rules and practices of ports, depots, storage areas and transportation companies consistent with the other
requirements of this Section 4.
i. Lessor shall deliver containers to Lessee which fully comply with the rules and standards of the International Convention for Safe Containers (“CSC”). Such
containers shall have affixed CSC plates or CSC plates with an ACEP (Approved Continuous Examination Program) mark. It shall be the obligation of Lessee to
comply with the CSC in all respects and Lessee shall have and exercise Lessor’s responsibilities under the CSC including, without limitation, plating (design-type
approval to be obtained and plates to be provided by Lessor), maintenance, examination, re-examination and marking of each container. Such examination or reexamination shall be performed in accordance with the Rules and Regulations for the Safety Approval of Cargo Containers of the United States Department of
Transportation. Lessee shall also comply with the Customs Conventions on Containers, 1956 and 1972, including, without limitation, all obligations of the
operator relating to temporary admission, transport of goods under customs seal, maintenance of records and reporting to governmental authorities.
5.

DEFAULT, REMEDIES UPON DEFAULT

a. Should Lessee (i) default in the timely payment of any sum due to Lessor with respect to the equipment, or (ii) default in the performance of its other
obligations with respect “to the
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equipment hereunder or under any other lease contract(s) made between Lessor and Lessee, or (iii) suffer any distress, execution or other legal process which has
the effect of a levy on any of the equipment leased hereunder or thereunder, or (iv) cease doing business as a going concern, become insolvent, commit an act of
bankruptcy, or become the subject of any proceeding under any applicable Bankruptcy Act, or (v) be seized or nationalized or should any of Lessee’s assets be
seized by a government or government instrumentality; then Lessor may without notice and without relieving Lessee of its obligations hereunder, terminate the
leasing of the equipment, invoke the default provisions hereof and/or of any other leases made between Lessor and Lessee, declare the balance of all rental
accrued and to be accrued hereunder and thereunder to be due and payable, demand and retake possession of the equipment and all other equipment leased by
Lessor to Lessee free of any claims of Lessee, assert maritime or other liens against Lessee’s property wherever it may be found, and exercise any other right or
remedy available to Lessor under applicable law. In the event Lessor terminates the leasing of equipment or invokes the aforesaid default remedies, Lessee shall
no longer be in possession of Lessor’s equipment with Lessor’s consent, and the rental payable therefor shall immediately increase to the spot lease rates charged
by Lessor for like type equipment at the time of default: Lessee shall immediately notify Lessor of the exact location of the equipment. If Lessee fails to redeliver
such equipment to Lessor within twenty days of Lessor’s demand for redelivery, Lessor may retake possession of any or all of its equipment in the possession of
Lessee, and for such purpose may enter upon any premises belonging to or in the occupation or control of Lessee. LESSEE HEREBY WAIVES ANY AND ALL
RIGHTS TO A JUDICIAL HEARING PRIOR TO LESSOR’S REPOSSESSION OF THE EQUIPMENT.
b. Lessee shall continue to pay rental charges for equipment until (i) the equipment is returned to Lessor in as good condition as received, normal wear and
deterioration excepted, or (ii) the equipment is repaired and fit for subsequent rental, or (iii) settlement for the equipment is made. In the event Lessor retakes
possession of all or any part of the equipment, Lessee authorizes Lessor to take possession of any property in, on, or attached to such equipment which is not the
property of Lessor, and without liability for its care or safekeeping, to place such property in storage at the risk and expense of Lessee. Lessee further agrees to
pay Lessor upon demand the Replacement Value of any equipment which has not been returned within the foregoing twenty day period. Upon such return or
repossession of the equipment, Lessee will pay immediately to Lessor, as liquidated damages for loss of a bargain, which the parties agree are fair and reasonable
under the circumstances existing at the time this Agreement is entered into, and not as a penalty, and in lieu of any further payments of rent for the equipment, the
following: (aa) all rent and other amounts due for such equipment as of such date of return or repossession, (bb) an additional payment of three month’s rent for
the equipment to compensate Lessor for the reasonable estimate of the time and expense required to locate a new Lessee for the equipment (the “Remarketing
Period”), (cc) an amount equal to the present value of the difference between the total remaining rental payments for the unexpired minimum lease term, if any,
(commencing at the end of the Remarketing Period) and the fair market rent for the same period discounted at a rate per annum equal to the discount rate for 13week Treasury Bills as of the date on which the equipment is returned or repossessed (as such rate is reported in the Money Rates column in the Wall Street
Journal), and (dd) any and all incidental damages suffered by Lessor as a result of Lessee’s default, less any expenses saved by Lessor in consequence of the
default.
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c. Without in any way limiting the obligations of Lessee hereunder, Lessee hereby irrevocably appoints Lessor as the agent and attorney-in-fact of Lessee, with
full power and authority at any time that Lessee is obligated to deliver possession of any equipment to Lessor, to demand and take possession of such equipment
in the name and on behalf of Lessee from whomsoever shall be at the time in possession such equipment.
d. Lessee hereby irrevocably waives any immunity from jurisdiction to which it might otherwise be entitled (including but not limited to any immunity afforded
to Lessee by the United States Foreign Sovereign Immunities Act or any similar legislation, rules or regulations of any other countries having applicability to
Lessee) in any action arising out of or relating to the equipment or to this Agreement which may be instituted in any court or arbitration proceedings in or outside
of the United States of America. Lessee further irrevocably waives any immunity from the execution or enforcement of any judgment obtained in any legal action
or arbitration proceeding worldwide.
e. Termination of the leasing of the equipment as a result of Lessee’s default shall not relieve Lessee of any liabilities or obligations to Lessor accrued prior to
such default and Lessee shall in any event remain fully liable for reasonable damages as provided by law, and for all costs and expenses incurred by Lessor on
account of such default including all costs of recovering equipment, legal costs and reasonable attorney’s fees. Nothing in this paragraph shall be construed to
waive any remedy or relief available to Lessor hereunder, in equity, in admiralty, or at law upon the occurrence of any event set forth in this section.
f. Any forbearance by Lessor to enforce its rights hereunder in the event of a default by Lessee shall not constitute a waiver of Lessor’s rights, nor shall said
forbearance waive Lessor’s rights with respect to any other failure by Lessee to comply strictly with its obligations to Lessor.
6.

LIMITATION OF WARRANTIES

a. THE EQUIPMENT IS LEASED AS IS. PROVIDED THAT LESSEE COMPLIES FULLY WITH ITS OBLIGATIONS UNDER THIS AGREEMENT,
LESSOR WARRANTS THAT LESSEE SHALL HAVE QUIET POSSESSION OF THE EQUIPMENT. SAVE AS AFORESAID NO REPRESENTATIONS OR
WARRANTIES WHATSOEVER OF ANY KIND HAVE BEEN OR ARE GIVEN BY LESSOR IN RELATION TO THE EQUIPMENT, AND ALL
REPRESENTATIONS_ AND WARRANTIES WHETHER EXPRESS OR IMPLIED, WHETHER IN RELATION TO THE FITNESS OF THE EQUIPMENT
FOR ANY PARTICULAR PURPOSE OR COUNTRY, OR WHETHER IN RELATION TO MERCHANTABILITY OR AS TO DESCRIPTION, STATE,
QUALITY, OR CONDITION OF THE EQUIPMENT AT DELIVERY OR AT ANY OTHER TIME ARE HEREBY WAIVED, EXCLUDED AND
EXTINGUISHED.
b. LESSEE’S OBLIGATIONS UNDER THIS AGREEMENT ARE ABSOLUTE AND SHALL NOT BE AFFECTED BY ANY CIRCUMSTANCE OR EVENT
BEYOND LESSEE’S CONTROL OF WHATEVER NATURE.
c. Lessee will not suffer to be created, nor permit to be continued, nor fail to discharge, any lien or encumbrance incurred by Lessee or its agents against the
equipment covered hereunder, nor shall Lessee or its agents procure any document of title which might at any time encumber the owner’s title to or infringe upon
Lessor’s possessory rights to the equipment at expiration or earlier termination of the leasing thereof to the Lessee.
7.

NOTICES

All billings, payments and written notices from either party to the other shall be given to the addresses shown herein, to Lessee’s local agent, or to such other
address as may be designated in writing by either party from time to time and shall be deemed to have been received upon delivery to the party to whom they are
directed.
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8.

TAXES, FEES AND FINES

a. Lessee shall pay all taxes (other than taxes on Lessor’s net income) and charges levied on the equipment or in connection with the use, storage, operation or
possession by Lessee of the equipment or levied against or based upon the amount of rentals paid or to be paid with respect thereto, or any other taxes levied
against or based upon the leasing thereof to Lessee or subsequent to delivery to Lessee, including, without limitation, property, sales, use and excise taxes, duties,
customs tariffs and impositions of federal, state, foreign and local governments and agencies. Taxes, duties, charges etc. levied on the equipment due solely to the
ownership thereof shall be for Lessor’s account unless such taxes are assessed because of the presence of the equipment in a taxing jurisdiction as a result of
Lessee’s use of the equipment.
b. Lessee shall pay all charges incurred in ports, depots, storage areas or otherwise arising out of the use of the equipment.
c. Lessee is not entitled to claim any investment tax credits or depreciation deductions or any other tax benefits normally associated with ownership of any of the
equipment covered hereunder. Lessee hereby warrants that it will not claim any such investment tax credits, depreciation deductions or other such tax benefits.
9.

INDEMNITY

a. Lessee shall indemnify and hold Lessor harmless from all liability, damage, cost and expenses (including, without limitation, expenses in prosecuting or
defending any claim or suit such as attorney’s fees, court costs and other expenses) arising out of (i) any failure of Lessee to comply with its obligations
hereunder, (ii) any claim whether private or governmental, for personal injury or death, and for loss of or damage to person, property, cargo or vessels arising out
of or incident to the ownership, selection, possession, leasing, operation, control, use, storage, loading, unloading, moving, maintenance, delivery or return of the
equipment, and (iii) the equipment and any loss of or damage thereto, or any forfeiture, seizure, or impounding of, or charge or lien on the equipment. Each party
undertakes promptly to give notice to the other of such claims against it or actions against it, and Lessee agrees not to settle any action without the consent of
Lessor.
b. Lessee shall maintain third party liability insurance, cargo damage insurance, and all risk property loss and damage insurance (including General Average) with
respect to all equipment covered hereunder. All such insurance shall be written by reputable underwriters and shall be in amounts and on terms which are
satisfactory to Lessor. Lessee shall deliver certificates of insurance to Lessor evidencing the aforesaid coverages and naming Lessor as an additional insured and
loss payee thereunder as its interests may appear.
10.

SUBLEASING, DIRECT INTERCHANGING AND ASSIGNMENT

a. LESSEE SHALL NOT HAVE THE RIGHT TO ASSIGN THIS AGREEMENT OR TO ASSIGN, SUBLET, RENT, DIRECTLY INTERCHANGE OR
OTHERWISE HIRE OUT OR PART WITH POSSESSION OF THE EQUIPMENT TO ANY OTHER PARTY (OTHER THAN TO THE CARE OF
CONNECTING CARRIERS IN THE NORMAL COURSE OF LESSEE’S BUSINESS) WITHOUT THE PRIOR WRITTEN CONSENT OF LESSOR AND
SUCH CONSENT OF LESSOR, IF GIVEN, SHALL NOT OPERATE TO RELIEVE LESSEE OF ANY OF ITS OBLIGATIONS HEREUNDER.
b. Lessor may delegate, assign, pledge or encumber in whole or in part this Agreement, the equipment leased hereunder, andlor the rentals and other charges due
with respect thereto. Lessee agrees to pay in full rentals and other charges as accrued to Lessor’s assignee, regardless of any defenses, counterclaims or set-offs
which Lessee might have against Lessor.
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11.

GENERAL

a. This agreement is binding upon the parties, their permitted successors and assigns and shall be construed and interpreted in accordance with the laws of the
United States of America and, except where inconsistent therewith, with the laws of the State of California. With respect to any claim or controversy arising out
of or relating to this agreement, the parties consent to the jurisdiction of the State an’ Federal Courts located in San Francisco, California, U.S.A.
b. The paragraph headings in this agreement are for convenience only and shall not be deemed to alter or affect any provision hereof.
c. The equipment furnished hereunder is provided to Lessee under a net lease contract. Lessee waives any and all existing and future defenses, set-offs, or
counterclaims against rental charges or payments due to Lessor with respect to the equipment, irrespective of the rights which Lessee may have against Lessor or
any other party.
d. Lessee agrees to supply on request from Lessor, equipment tracking reports produced in the regular course of Lessee’s business showing the location of all
equipment on lease to Lessee from Lessor.
e. Lessee agrees to supply audited financial statements on request to Lessor and Lessor agrees to keep such statements confidential.
f. This Agreement contains the entire agreement between the parties with respect to the subject matter hereof and may be amended, modified or changed only by
an additional agreement in writing executed by the parties hereto. If Lessee fails, however, to give to Lessor written objection to its contents within seven (7) days
after this Agreement is received or if Lessee takes possession of any of the equipment provided hereunder and retains it after receipt of this Agreement then this
Agreement shall be effective and binding upon Lessee whether or not signed.
g. Any action by Lessee against Lessor for any default by Lessor under this Agreement, including breath of warranty or indemnity, shall be commenced within
one (1) year after any such cause of action accrues.
Container Applications International, Inc.
CON-GEN (Rev. 2/93)
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EXHIBIT E
(Copies of Acquisition Agreements and Amendments Thereto)

P&R EQUIPMENT & FINANCE CORPORATION
Industriestrasse 6
CH 6301 Zug, Switzerland
Phone: 41-42-23-3322
FAX: 41-42-23-3383
COMMITMENT LETTER
March 1996
Mr. Hiro Ogawa
President
Container Applications International, Inc. 655 Montgomery Street
San Francisco, CA 94111-2630
Re:

Second Quarter 1996 Container Acquisition

Dear Hiro:
P&R Equipment & Finance Corporation (“P&R”) accepts the offer of Container Applications Inc, (“CAI”) for second quarter 1996 acquisitions and makes
a commitment to CAI to purchase from CAI a fleet of marine cargo containers, all manufactured in 1996, consisting of: 1) *** 20-foot dry vans at an all-inclusive
per unit price of ***, 2) *** 40-foot dry vans at an all-inclusive per unit price of *** and 3) *** 40-foot high cubes at an all-inclusive per unit price of ***. The
total all-inclusive price for the *** units will be $***. The acquisition and management of these containers will take place in the second quarter of 1996 under the
terms and conditions set out below.
Manufacture of Containers. The containers will be manufactured in March, April and May of 1996 by manufacturers normally utilized by CAI for the
manufacture of containers for CAI’s own account. The manufacturers will be located in China, India, Malaysia and Bangkok. Approximately 65 % of the units
will be manufactured in China, 15% in Malaysia, 15% in Bangkok and 5% in India. Actual percentages may differ based on market demand. All *** containers
will be constructed in accordance with CAI Standard Specification for General Cargo Steel Containers dated July 11, 1995, a copy of which is attached hereto as
Exhibit A. All will be inspected and certified as in compliance with IICL standards by Bureau Veritas or an equivalent agency.
Payment, Delivery & Passage of Title. Approximately one-third of the containers will be delivered to P&R at the end of April, one-third at the end of May
and one-third at the end of June. The payment dates for these three deliveries will be April 30, May 31 and June 28, 1996. CAI will invoice P&R approximately
two weeks prior to each payment date, and P&R will transfer funds from its Swiss bank account to CAI’s designated bank account effective on the three payment
dates. Title will pass to P&R on the dates the fund transfers are completed.
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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Management Agreement. Beginning on the date P&R pays for each container and continuing through June 30, 2006, CAI will manage the containers for
P&R under an Amendment to the Management Agreement currently in effect between P&R and CAI (the “P&R/CAI Agreement”). The Amendment to the
P&R/CAI Management Agreement will give P&R two one-year options to renew following June 30, 2006 under the same terms and conditions relating to
renewal options as are contained in the P&R/CAI Management Agreement.
Allocation of Revenues & Expenses. During the period of time which commences on the date that CAI takes initial possession of a container from a
manufacturer and continuing up to, but not including, the day on which P&R pays for that container (the “Pre-Payment Period”) all revenues and direct operating
expenses generated by the container, with the exception of net repositioning expenses described below, will be credited to CAI’s account. Commencing on the day
P&R pays CAI for a container and continuing through the term of Amendment to the P&RICAI Management Agreement including any renewals thereto, all
revenues and expenses generated by that container shall be for P&R’s account under the terms and conditions of the said Management Agreement. PROVIDED
THAT during the Pre-Payment Period all repositioning expenses reasonably incurred by CAI to expedite the initial lease-out of a container shall be for the
account of P&R and all revenues generated in the form of handling charges or other charges billed to and paid by a lessee which are related to such repositioning
shall also be credited to P&R’s account.
Execution. If the terms and conditions of the transaction as set out above are correct, please so indicate by executing a copy of this letter in the space
provided below.
P&R EQUIPMENT & FINANCE CORPORATION
By:
Heinz Roth

Date

CONTAINER APPLICATIONS INC.
By:
Hiro Ogawa, President

Date
2

ACQUISITION AGREEMENT NO. 2
PART OF EXHIBIT E TO SECOND MANAGEMENT AGREEMENT
This Acquisition Agreement No. 2 is entered into by and between Container Applications International Inc., a Nevada corporation (“Manager”) and P & R
Equipment & Finance Corporation, a Swiss corporation (“Owner”) and becomes effective on the date it is signed by both Owner & Manager (the “Parties”).
Agreements to Purchase & Manage. Owner agrees to purchase from Manager and Manager agrees to manage for owner the container equipment described
below. Manager will manage the equipment under all the terms and conditions contained in the Second Management Agreement entered into by and between the
Parties which governs the acquisition by Owner and the management by Manager of container acquisitions made by Owner in 1996, 1997 and 1998. This
Acquisition Agreement No. 2 shall be added to and become a part of Exhibit E to that Second Management Agreement.
Terms Used. The terms used in this Agreement shall have the same defined meaning as those terms are defined in the Second Management Agreement.
The Fleet Mix. The equipment acquired by Owner will consist of *** marine cargo containers to be delivered in July, August and early September 1997. Of
the *** units, *** will be 20-foot dry vans (“20s”), *** will be 40-foot dry vans (“40s”) and *** will be 40-foot high cubes (“HCs”).
Price. The maximum average all-inclusive per unit price will be *** for 20s, *** for 40s and *** for HCs. The total all-inclusive price will be ***.
Delivery. Manager will deliver the *** units to Owner and Owner will purchase these containers from Manager in accordance with the Delivery Schedule
set out below. Manager will invoice Owner on a monthly basis, and each invoice will be submitted to Owner on or about the middle of each month with payments
scheduled for 15 calendar days thereafter. For each unit, title will pass to Owner and revenues and expenses will commence accruing to Owner’s Account on the
day Manager receives payment for that unit.
DELIVERY SCHEDULE
FLEET MIX

20s
40s
HCs
Total Units
Total Price

NO OF UNITS DELIVERED PER MONTH
JULY ‘96

***
***
***
***
***

AUG ‘96

SEPT ‘96

TOTAL
UNITS

***
***
***
***
***

***
***
***
***
***

***
***
***
***
***

[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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Manufacturers and Manufacturing Locations. Manager anticipates that the units will be manufactured by the manufacturers listed in the Manufacturers
Schedule listed below which also lists the approximate percentages of the *** units which will be manufactured by each such manufacturer.
MANUFACTURERS SCHEDULE
MANUFACTURER
Jiluck Ace
Hyundai
Qingdao Universal
Shanghai Pao Long
Xia Win
China International Containers
AIT
Siam Cargo
Kodeco
Transfreight
Other
TOTAL:

LOCATION
Tianjian, China
Qingdao, China
Qingdao, China
Shanghai, China
Xiamen, China
Guangzhou, China
Bangkok, Thailand
Bangkok, Thailand
Indonesia
India

PERCENTAGE
***
***
***
***
***
***
***
***
***
***
***
***

Acquisition Agreement No. 3. By August 1, 1996, CAI will provide Owner for Owner’s approval Acquisition Agreement No. 3 in the same format as this
Acquisition No 2. Acquisition Agreement No. 3 shall provide for the acquisition by Owner and the management by Manager of approximately $11 million of
additional dry van cargo equipment to be delivered to and paid for by Owner in August, September, October and November 1996. Such equipment will be offered
at the same all-inclusive per unit prices for each equipment type as the prices agreed to herein.
Modifications. The Parties understand that changes in the leased container market may require modifications in this agreement. The Parties agree to the
following procedures with respect to such modifications:
1.

Manager may alter the Manufacturers Schedule set out above to improve the absorption rate and initial performance of Owner’s equipment.
Such alterations, if any, will be based on the terms and conditions which Manager is able to negotiate with particular manufacturers and
based upon the level of demand for particular container types at various locations at the time units will be acquired. Manager, with Owner’s
approval, may also make changes in the Delivery Schedule set out above if such changes are warranted by market conditions which affect
the absorption rate of containers by lessees at specific locations. Manager will promptly notify Owner through Owner’s Agent of any such
proposed changes and the Parties will modify this Acquisition Agreement to reflect those changes.

2.

If demand for containers deteriorates or does not improve as rapidly as anticipated during the proposed July to October delivery period, and
if in Manager’s best

[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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judgement it is not in the best interests of Owner or Manager for Owner to purchase all *** units covered herein within the proposed time
frame, Manager will immediately consult with Owner through Owner’s Agent, and the Parties will use their best efforts to agree upon and
prepare a revised Delivery Schedule to be incorporated into this document.
3.

Manager will not raise the all-inclusive per unit prices or change the proposed fleet mix without Owner’s prior consent. In the event of such a
change and if they are in agreement, the Parties will revise this document to reflect the change.

In consideration of the Above, the Parties have executed this Acquisition Agreement No. 2 on the dates indicated below.
CONTAINER APPLICATIONS INTERNATIONAL,
INC.
By:
Date
Its:
(Title)
P&R EQUIPMENT & FINANCE CORPORATION
By:
Date
Its:
(Title)
[***] = Certain information on this page has been omitted and filed separately with the Commission. Confidential treatment has been requested with
respect to the omitted portions.
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EXHIBIT F
(CAI STANDARD SPECIFICATION FOR GENERAL CARGO STEEL
CONTAINERS DATED JULY 11, 1995.)

CAI
STANDARD SPECIFICATION FOR
GENERAL CARGO STEEL CONTAINERS
I. Standards and Regulations
The manufacturer shall be responsible for meeting all applicable regulatory and commercial standards as are required for the intended usage of the container. The
manufacturer shall be complying with the following standards and regulations and any applicable standards and any other applicable standards and regulations,
and shall advise CAI of any exceptions in compliance therewith:
a.

International Standards Organization (I.S.O.)

b.

Transport Internation Des Rouders (T.I.R.) < Customs Convention for International Transportation of Goods under the cover of T.I.R. Carnet
>

c.

Convention of Safe Containers (C.S.C.)

d.

Australian Commonwealth Department of Health “ Plant Quarantine Treatment Schedule”

e.

International Union of Railways (U.I.C.)

All costs relating to approval, certification and plating shall be born by the manufacturer. CAI nominates Bureau Veritas and American Bureau of Shipping as
classification society.
II. Materials, Design and Construction
1. ROOF
*

Corrugated 2.0 mm Corten steel panels (JIS SPA-H) or equivalent.

*

A minimum of 4 pressing per 4’x8’ panel and “U” shaped end.

*

The roof must be cambered a minimum of 8 mm.

*

Corner protection plates < over 3.2 mm thick> must be provided within a minimum 300 x 300 mm area surrounding each corner casting.

*

Full Chevron type corrugated panels by 1.6 mm Corten steel (SPA-H) or equivalent < 36 mm depth gentle slope corrugation >

*

2 pieces of small plastic labyrinth type ventilators shall be placed at the second recess corrugation of the right front & the left rear from
corner post.

*

Corrugated 2.0 mm Corten steel (SPA-H) panels or equivalent < 45.6 mm—depth >

2. SIDE

3. FRONT
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4. DOORS
*

Minimum 3 pressing corrugated 2.0 mm Corten steel (SPA-H) panels with the open section top and bottom horizontal Corten steel members.

4.1 Locking assembly
*

Hot dip galvanized “Blockwich BE 2566 modified with forged type handle.

*

To be painted (All door locking hardware shall be bolted to the doors before the container is painted).

*

Two locking bars per door.

*

No custom seal cover.

*

The door tiebacks: Dacron yacht line or Plastic covered stainless steel wire. If not available, will accept Nylon rope exceptionally.

*

Double lipped “J” section E.P.D.M.

*

Retainer: Stainless steel strips fixed with stainless steel rivets at approx. 160 mm interval.

4.2. Gasket

5. FRAMES
5.1. Front corner Host
*

Single open section, Min. 6.0 mm High tension steel (HTS).

5.2. Rear corner post
*

Outer “J” type section (Min. 6.0 mm—HTS)

*

Inner “C” channel section (Min. 10 mm—HTS)

5.3. Front ton rail
*

A square tube lower rail (Min 3.0 mm—SPA-H or <HTS>) and a pressed upper plate (Min. 3.2 mm—HTS) with top protection plates at each
top corners (Min. 3.2 mm x 300 x 300 mm—SPA-H)

5.4. Door header
*

“U” section lower rail (Min. 4.5 mm—SPA-H or <HTS>) and a pressed upper plate (Min. 3.2 mm—SPA-H or <HTS>) with 4 pieces
stiffening ribs (Min. 3.0 mm) at the behind of each cam keeper location and top protection plates.

5.5. Front bottom rails
*

“C” channel open section steel (Min. 4.5 mm—SPA-H or <HTS>) with—modified “C” channel type recess sill (Min. 8.0 mm) at both
corners.

*

Modified channel shaped section steel plate (Min. 4.5 mm—SPA-H or <HTS>) with 4 pieces gussets (Min. 3.0 mm) at the behind of each
cam keeper location and modified “C” channel type recess sill at both corners.

5.6. Rear sill

5.7. Top side rail
*

Square tube (over 3.2 mm—SPA-H)

5.8. Bottom side rail
*

“C” section opening outward (4.5 mm—SPA-H or <HTS>)

6. UNDERCARRIAGE
6.1. Crossmembers & Outriggers (40’)
*

“C” section (4.0 mm—SPA-H)
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*

Width of top flange: Min. 45 mm and Min.75 mm for floor joint members.

*

Width of bottom flange: Max. 45 mm.

6.2. Forklift pocket (20’ only)
*

One pair with 6.0 mm thick 200 mm deep fork pocket straps.

6.3. Gooseneck Tunnel (40’ only)
*

One piece OMEGA shaped top panel exposed type (Min. 4.0 min.—pressed “U” section tunnel bows (Min. 4.5 mm).

*

Tunnel length: 3,280 mm (Min. 3250 mm).

7. FLOORING
7.1. Floor board
*

“Plywood (Apitong or Keruing) 28 mm, over 17 plies.

*

Accept “Light weight plywood” combined “Hevea” material.

*

Only in case Apitong plywood is not quickly available, may allow a and soft-wood plywood upon checking.

*

No Kick-plate (Threshold plate).

7.2. Floor center rail
*

Stainless steel Hat section (2.3 mm), if not available Zinc-platea Hat section (Min. 2.3 mm).

7.3. Securing devices
*

Zinc-plated max. 8 mm dia with 16 mm head self-tapping screw`.

8. PAINTING
All materials shall be protected from the corrosive effects of the environments encounter shall be prepared for painting by chemically cleaning and blasting to
remove mill scale oil. The prepared surface shall meet the specifications of the paint manufacturer for surface profile. The technical data sheets published by the
paint manufacturer containing the coating description, and the preparation and application requirements shall be sub the container manufacturer’s specification.
(Zinc Rich Primer)
*

All steel surfaces must be applied Zinc rich primer ( Min. 30 mic.). In case of shot primer 10 mic., Zinc primer (Min. 20 mic.) shall be
painting line after assembly and blasting,

(Exterior surface)
*

2nd primer shall be applied OFT 40 mic. for all exterior surface.

*

The exterior surfaces are to be painted Chlorinated rubber top CAI orange.

*

Total Min. DFT 110 mic except for roof (Min DFT 120 mic.)

(Interior surface)
*

Interiors must be top coated Min 45 mic. with 2 component epoxy. (C ray)

*

Total Min. DFT 75 mic.

(Base structure)
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*

Tectyle 121-B: Min. OFT 170 mic (Total OFT min. 200 mic.)

*

May accept to apply Bituminous Occasionally with Min DFT 250. DFT.300

### Authorized CAI finish paint and color etc. -.See the attached (A
9. SEALING

10.

11.

*

Chloroprene sealant shall be applied for “all visual seam of floor and interior unweld seam”.

*

Butyl sealant shall be used for floor joint area, between door gasket and frame.

MARKING
*

Authorized material: MEYERCORD 72A-02 WHITE GLOSS
or SCOTCHCAL V-008

*

Nominated print manufacturer: Kochiam International.

*

Standard Marking drawings layout — See the attached (B).

RATING & TEST
*

Max Gross Weight: 30,480 kg / 20’, 40’

*

Floor strength test: 7,260 kgs (16,000 lbs)

12.

WARRANTY
*
Paint: 3 years, Markings: over 7 years, Others: One year after delivery.

13.

OTHERS
*

Classification societies: Bureau Veritas (B.V.) or A.B.S.

*

Lashing rings: Min. 6 pieces per rail for 20’, Min. 12 pieces per rail for 40’.

*

Lashing bars: Min. 2 pieces per post.

*

Plate: Consolidated data plate made of stainless steel shall be -fixed by stainless blind rivets.
Contained data are TIR, TCT, Owner’s address and CSC with CAI ACEP approval No. ( ACEP / USA / 1992 /001).# ID number of CSC are
to be CAXU serial number.

*

Permanent identification stamp:
Container number on the left hand and Manufacturer’s number on the left hand rear lower corner castings.
F-4

Exhibit 10.13

STOCK PURCHASE AGREEMENT
For the purchase of
Common Stock Representing 14.95951868% of the Outstanding Stock of
CAI INTERNATIONAL, INC.
Between
HIROMITSU OGAWA (as Seller)
and
DBJ VALUE UP FUND (as Purchaser)
FEBRUARY 16, 2007

STOCK PURCHASE AGREEMENT
This Stock Purchase Agreement (this “Agreement”) is made as of February 16, 2007, by and among Hiromitsu Ogawa (“Seller”), DBJ Value Up Fund, a
Japanese partnership (“DBJ”) and CAI International, Inc. a Delaware corporation (the “Company”). The Company was formerly known as “Container
Applications International, Inc.”, and changed its name to “CAI International, Inc.” on February 2, 2007, at the time it reincorporated in the State of Delaware.
SECTION 1
Sale of Common Stock.
1.1 Sale and Issuance of Shares. Subject to the terms and conditions of this Agreement, DBJ agrees to purchase and the Seller agrees to sell to DBJ, 4,028
shares of the Company’s Common Stock (the “Shares”), at a cash purchase price of $26,927,133 (the “Purchase Price”), payable in an initial payment (“Initial
Payment”) of $20,943,326 and, as provided Section 1.2 a deferred payment (the “Deferred Payment”) of up to $5,983,807. The Purchase Price shall be paid in
United States Dollars. The Purchase Price is based on an agreed equity value of the Company of $200,000,000, with a 10% discount that Seller has agreed to
provide to DBJ to reflect the large block sale, and the fact that the Shares are presently not publicly tradable.
Payments of the Initial Payment and Deferred Payment shall be made by wire transfer to:
Hiromitsu Ogawa
Account #13295-41137
Bank of America
555 California Street, 7th Floor
San Francisco, California 94104
ABA # 0260-0959-3
Swift Code: BOFAUS3N
All wire transaction fees incurred in connection with this Agreement in connection with the receipt of the wire transfer shall be paid by Seller, and all
wire transaction fees incurred in connection with the sending of the wire shall be paid by DBJ.
1.2 Timing of Payments. The Initial Payment shall be paid at the Closing (as herein after defined), upon satisfaction of the closing conditions set forth in
Section 5. The Deferred Payment shall be payable within thirty (30) days following the closing of the initial public offering of the
-2-

Company’s common stock (the “IPO”). The amount of the Deferred Payment that shall be paid by DBJ will be based on the Company’s Whole Equity Value (as
hereinafter defined) that is reflected in the pricing of the IPO.
(a) If the IPO is priced to reflect a Whole Equity Value of $200,000,000 or more, DBJ shall pay the entire Deferred Payment of $5,983,807.
(b) If the IPO is priced to reflect a Whole Equity Value of less than $200,000,000, but more than $155,555,556, DBJ shall pay to Seller a portion of the
Deferred Payment equal to the product obtained by multiplying: (i) $5,983,807, by (ii) the fraction obtained by dividing (yy) the Whole Equity Value of the
Company minus $155,555,556, by (zz) $44,444,444.
(c) If the IPO is priced to reflect a Whole Equity Value of less than $155,555,556, DBJ shall not be required to pay any portion of the Deferred Payment,
and the Initial Payment shall constitute payment in full for the Shares.
“Whole Equity Value” shall equal the remainder obtained by subtracting:
(a) The gross proceeds received by the Company from the IPO (prior to payment of underwriter’s discount), from
(b) the product obtained by multiplying: (i) the price per share at which stock of the Company is sold to the public in the IPO, by (ii) the number of
outstanding shares of the Company on the closing date of the IPO (calculated on a “fully-diluted” basis, and after giving effect to the shares sold in the IPO and
any options issued under the Stock Plan described in Section 3.2(b)(ii)).
SECTION 2
Closing Dates and Delivery.
2.1

Closing.

(a) The purchase and sale of the Shares shall take place at a closing (the “Closing”), which shall take place at the offices of Perkins Coie LLP at Four
Embarcadero Center, 24th Floor, San Francisco, California, at 10:00 a.m. local time on February 20, 2007, or such other date or place as the Seller and DBJ may
agree.
(b) At the Closing, the Company will deliver to DBJ a certificate registered in DBJ’s name representing 4,028 Shares against payment of the Initial
Payment portion of the Purchase Price, by wire transfer in accordance with the Seller’s instructions
-3-

SECTION 3
Representations and Warranties by the Seller.
Seller hereby represents and warrants to DBJ as follows:
3.1 Organization, Good Standing and Qualification. The Company is a corporation duly organized, validly existing and in good standing under the laws of
the State of Delaware. The Company has the requisite corporate power and authority to own and operate its properties and assets, to carry on its business as
presently conducted. The Company is presently qualified to do business as a foreign corporation in each jurisdiction where the failure to be so qualified could
reasonably be expected to have a material adverse effect on the Company’s financial condition or business as now conducted (a “Material Adverse Effect”).
3.2 Capitalization. The authorized capital stock of the Company consists of 200,000 shares of Common Stock, of which 25,200 shares are issued and
outstanding and 2,652 shares of Preferred Stock, all of which are designated Series A Preferred and 1,726 of which are issued and outstanding. The Common
Stock and the Series A Preferred shall have the rights, preferences, privileges and restrictions set forth in the Certificate of Incorporation (the “Certificate”), a
true and complete copy of which is attached as Exhibit A hereto. The Shares represent approximately 14.95951868% of the outstanding stock of the Company
(determined as of the Closing), with preferred stock included in the calculation on an “as-converted” basis.
(a) The outstanding shares have been duly authorized and validly issued in compliance with applicable laws, and are fully paid and nonassessable.
(b) The Company has reserved:
(i) 1,726 shares of Common Stock for issuance upon conversion of the Series A Preferred; and;
(ii) 1,700 shares of Common Stock authorized for issuance to employees, consultants and directors pursuant to its 2007 Equity Incentive
Plan (the “Stock Plan”), under which no options to purchase shares or stock grants are issued or outstanding under the Stock Plan as of the date of this
Agreement.
(c) The outstanding shares of Common Stock and Preferred Stock are owned by the shareholders and in the numbers specified in Exhibit B, attached
hereto.
(d) Except for the conversion privileges of the Series A Preferred and options that may be issued under the Company’s Stock Plan, there are no
options, warrants or other rights to purchase any of the Company’s authorized and unissued capital stock.
3.3 No Liens. The Shares that are being purchased by DBJ hereunder, when issued, sold and delivered in accordance with the terms of this Agreement for
the consideration expressed herein, shall be free and clear of any liens or encumbrances.
-4-

3.4 Financial Statements. The Company has delivered to the DBJ its audited balance sheet and statement of operations for the period ended December 31,
2005 and its unaudited balance sheet and statement of operations for the period ended December 31, 2006 (the “Financial Statements”). The Financial
Statements are correct in all material respects and present fairly the financial condition and operating results of the Company as of the date(s) and during the
period(s) indicated therein. The audited Financial Statements have been prepared in accordance with generally accepted accounting principles (“GAAP”) applied
on a consistent basis throughout the period indicated, except as disclosed therein. The unaudited Financial Statements do not contain additional financial
statements and footnotes required under GAAP, and are subject to normal year-end adjustments.
3.5 Changes. To Seller’s knowledge, since the date of most recent financial statements there has not been:
(a) any change in the assets, liabilities, financial condition or operating results of the Company from that reflected in the Financial Statements, except
changes in the ordinary course of business, that has had a Material Adverse Effect;
(b) any damage, destruction or loss, whether or not covered by insurance, that has had a Material Adverse Effect;
3.6 Registration and Voting Rights. Except as set forth in the Rights Agreement (as hereinafter defined), the Company is presently not under any obligation
and has not granted any rights to register under the Securities Act of 1933, as amended, or any successor law, and the rules and regulations of the United Stated
Securities and Exchange Commission thereunder (the “Securities Act”) and the Securities Exchange Act of 1934, as amended, and the rules and regulations of
the United States Securities and Exchange Commission thereunder (the “Exchange Act”) any of its presently outstanding securities or any of its securities that
may hereafter be issued. To the Company’s knowledge, except as contemplated in the Voting Agreement (as hereinafter defined), no stockholder of the Company
has entered into any agreements with respect to the voting of capital shares of the Company.
3.7 Disclosure. The Company has filed all registration statements, proxy statements and other reports required to be filed by it under the Securities Act and
the Exchange Act, and all amendments thereto, including the Company’s Registration Statement on Form S-1 which was filed with the United States Securities
and Exchange Commission on February 7, 2007 (collectively, the “Commission Documents”); and the Seller has furnished the Purchaser correct and complete
copies of all Commission Documents, each as filed with the United States Securities and Exchange Commission, from and after February 7, 2007. To the Seller’s
knowledge, the Commission Documents do not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
contained herein or therein not misleading in light of the circumstances under which they were made and are in compliance in all material respects with the
requirements of their respective report form. The Seller does not represent or warrant that the Company will achieve any financial projections provided to the
DBJ and represents only that such
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projections were prepared in good faith. The Seller hereby represents and agrees to take all actions as may be necessary to comply with United States securities
laws applicable to the sale and to enable DBJ to obtain the ownership of the Shares.
3.8 Brokers or Finders. The Seller has not engaged any brokers, finders or agents in connection with its sale of the Shares.
SECTION 4
Representations and Warranties by DBJ.
DBJ hereby represents and warrants to the Seller as follows:
4.1 No Registration. DBJ understands that the Shares have not been registered under the Securities Act by reason of a specific exemption from the
registration provisions of the Securities Act, the availability of which depends upon, among other things, the bona fide nature of the investment intent and the
accuracy of such DBJ’s representations as expressed herein or otherwise made pursuant hereto.
4.2 Investment Intent. DBJ is acquiring the Shares for investment for its own account, not as a nominee or agent, and not with the view to, or for resale in
connection with, any distribution thereof in violation of the Securities Act, and DBJ has no present intention of selling, granting any participation in, or otherwise
distributing the same. DBJ further represents that it does not have any contract, undertaking, agreement or arrangement with any person or entity to sell, transfer
or grant participation to such person or entity or to any third person or entity with respect to any of the Shares.
4.3 Investment Experience. DBJ is an institutional investor with substantial experience in evaluating and investing in private placement transactions of
securities in companies similar to the Company.
4.4 Access to Data. DBJ has had an opportunity to ask questions of, and receive answers from, the officers of the Company concerning this Agreements,
the Commission Documents, the exhibits and schedules attached to this Agreement and the transactions contemplated by this Agreement, as well as the
Company’s business, management and financial affairs, which questions were answered to its satisfaction. DBJ acknowledges that any business plans prepared by
the Company have been, and continue to be, subject to change and that any projections included in such business plans or otherwise are necessarily speculative in
nature, and it can be expected that some or all of the assumptions underlying the projections will not materialize or will vary significantly from actual results.
4.5 Residency. DBJ is a partnership formed under the laws of Japan, with its principal place of business in Japan.
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4.6 Shares not Publicly Tradable. DBJ acknowledges that the Shares have not been Registered under the Securities Act and must be held indefinitely unless
subsequently registered under the Securities Act or an exemption from such registration is available.
4.7 Brokers or Finders. DBJ has not engaged any brokers, finders or agents in connection with its purchase of the Shares.
4.8 Legends. DBJ understands and agrees that the certificates evidencing the Shares to be delivered at the Closing shall bear the following legend (in
addition to any legend required by the Rights Agreement or under applicable state securities laws):
“THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, OR THE SECURITIES LAWS OF ANY STATE, AND MAY NOT BE SOLD, TRANSFERRED, ASSIGNED, PLEDGED OR
HYPOTHECATED UNLESS AND UNTIL REGISTERED UNDER SUCH ACT AND/OR APPLICABLE STATE SECURITIES LAWS, OR
UNLESS THE COMPANY HAS RECEIVED AN OPINION OF COUNSEL OR OTHER EVIDENCE, REASONABLY SATISFACTORY TO THE
COMPANY AND ITS COUNSEL, THAT SUCH REGISTRATION IS NOT REQUIRED.”
4.9 Compliance with Law. (a) DBJ hereby represents that DBJ is satisfied as to the full observance of the laws of Japan in connection with the purchase of
the Shares, including (i) the legal requirements within Japan for the purchase of Shares, (ii) any Japanese foreign exchange restrictions applicable to such
purchase, and (iii) any governmental or other consents that may need to be obtained under the laws of Japan. DBJ’s subscription and payment for, and such DBJ’s
continued ownership of, the Shares will not violate any applicable securities or other laws of Japan.
(b) DBJ hereby agrees to take all actions as may be necessary to comply with United States securities laws applicable to the purchase and ownership of the
Shares.
SECTION 5
Conditions to DBJ’s Obligations to Close.
DBJ’s obligation to purchase the Shares is subject to the fulfillment on or before the Closing of each of the following conditions, unless waived by DBJ:
5.1 Representations and Warranties. The representations and warranties made by the Seller in Section 3 shall be true and correct in all material respects as
of the date of such Closing.
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5.2 Covenants. All covenants, agreements and conditions contained in this Agreement to be performed by the Seller on or prior to the Closing shall have
been performed or complied with in all material respects.
5.3 Registration Rights Agreement. The Company, the Seller and DBJ shall have executed and delivered the Amended and Restated Registration Rights
Agreement in the form of Exhibit C (the “Rights Agreement”).
5.4 Voting Agreement. The Company, the Seller and DBJ shall have executed and delivered the Voting Agreement in the form of Exhibit D (the “Voting
Agreement”).
5.5 Secretary’s Closing Certificate. The Company shall have delivered to a certificate of the Company executed by the Company’s Secretary, in
substantially the form attached hereto as Exhibit E, attaching and certifying to the truth and correctness of (1) the Certificate, (2) the Bylaws and (3) the board and
stockholder resolutions adopted in connection with the transactions contemplated by this Agreement.
SECTION 6
Conditions to Seller’s Obligation to Close.
Seller’s obligation to sell the Shares is subject to the fulfillment on or before the Closing of the following conditions, unless waived by the Seller:
6.1 Representations and Warranties. The representations and warranties made by DBJ in such Closing in Section 4 shall be true and correct in all material
respects when made and shall be true and correct in all material respects as of the date of such Closing.
6.2 Compliance with Securities Laws. The Seller shall be satisfied that the offer and sale of the Shares shall be qualified or exempt from registration or
qualification under all applicable federal and state securities laws.
6.3 Rights Agreement. The Company, the Seller and DBJ shall have executed and delivered the Rights Agreement.
6.4 Voting Agreement. The Company, the Seller and DBJ shall have executed and delivered the Voting Agreement.
6.5 Proceedings and Documents. All corporate and other proceedings required to carry out the transactions contemplated by this Agreement, and all
instruments and other documents relating to such transactions, shall be reasonably satisfactory in form and substance to the Seller, and the Seller shall have been
furnished with such instruments and documents as the Seller shall have reasonably requested.
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SECTION 7
Miscellaneous.
7.1 Amendment. Except as expressly provided herein, neither this Agreement nor any term hereof may be amended, waived, discharged or terminated other
than by a written instrument referencing this Agreement and signed by the Seller and DBJ.
7.2 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by registered or certified mail,
postage prepaid, sent by facsimile or electronic mail or otherwise delivered by hand or by messenger addressed:
(a) if to DBJ, to:
DBJ Value Up Fund
1-9-1, Otemachi, Chiyoda-ku, Tokyo
100-0004 JAPAN
Attention: Kazuhiro Takahashi
Director General of Planning Department of
Investment Banking
Fax No.: +81-3-3270-3365
(b)

if to Seller, to:
Mr. Hiromitsu Ogawa
c/o CAI International, Inc.
One Embarcadero Center, Suite 2101
San Francisco, CA 94111
Fax No.: (415) 788-3430

(c) if to the Company, to:
Mr. Masaaki Nishibori
c/o CAI International, Inc.
One Embarcadero Center, Suite 2100
San Francisco, CA 94111
Fax No.: (415) 788-3430
With a copy to:
Perkins Coie LLP
101 Jefferson Drive
Menlo Park
California, 94125
Attention: Edward Wes
Fax No.: (650) 838-4350
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7.3 Governing Law. This Agreement shall be governed in all respects by the internal laws of the State of New York, without regard to principles of
conflicts of law.
7.4 Expenses. Except as set forth in Section 1.1 with respect to wire transaction fees, the Seller and DBJ shall each pay their own expenses in connection
with the transactions contemplated by this Agreement. The Seller will be paid his expenses from the Company.
7.5 Survival. The representations, warranties, covenants and agreements made in this Agreement shall survive any investigation made by any party hereto
and the closing of the transactions contemplated hereby for one year from the date of the Closing.
7.6 Successors and Assigns. The provisions of this Agreement shall inure to the benefit of, and be binding upon, the successors, assigns, heirs, executors
and administrators of the parties hereto.
7.7 Entire Agreement. This Agreement, including the exhibits attached hereto, constitute the full and entire understanding and agreement among the parties
with regard to the subjects hereof and thereof. No party shall be liable or bound to any other party in any manner with regard to the subjects hereof or thereof by
any warranties, representations or covenants except as specifically set forth herein or therein.
7.8 Severability. If any provision of this Agreement becomes or is declared by a court of competent jurisdiction to be illegal, unenforceable or void,
portions of such provision, or such provision in its entirety, to the extent necessary, shall be severed from this Agreement, and such court will replace such illegal,
void or unenforceable provision of this Agreement with a valid and enforceable provision that will achieve, to the extent possible, the same economic, business
and other purposes of the illegal, void or unenforceable provision. The balance of this Agreement shall be enforceable in accordance with its terms.
7.9 Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be enforceable against the parties actually
executing such counterparts, and all of which together shall constitute one instrument.
7.10 Telecopy Execution and Delivery. A facsimile, telecopy or other reproduction of this Agreement may be executed by one or more parties hereto and
delivered by such party by facsimile or any similar electronic transmission device pursuant to which the signature of or on behalf of such party can be seen. Such
execution and delivery shall be considered valid, binding and effective for all purposes. At the request of any party hereto, all parties hereto agree to execute and
deliver an original of this Agreement as well as any facsimile, telecopy or other reproduction hereof.
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7.11 Jurisdiction; Venue. With respect to any disputes arising out of or related to this Agreement, the parties consent to the exclusive jurisdiction of, and
venue in, the state courts in New York City in the State of New York (or in the event of exclusive federal jurisdiction, the courts of the Southern District of New
York).
7.12 Further Assurances. Each party hereto agrees to execute and deliver, all such other and additional instruments and documents and do all such other
acts and things as may be necessary to more fully effectuate this Agreement.
(The remainder of this page is left intentionally blank.)
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IN WITNESS WHEREOF, this Agreement is executed as of the date first written above.
“SELLER”
/s/ Hiromitsu Ogawa
(Signature of Hiromitsu Ogawa)
“DBJ”
DBJ VALUE UP FUND
a Japanese partnership
By:
/s/ Masaski Kumagne
Name: Masaski Kumagne
Title: President
“COMPANY”
CAI INTERNATIONAL, INC.
a Delaware corporation
By:
/s/ Masaaki Nishibori
Name: Masaaki Nishibori
Title: Chief Executive Officer
(Signature Page to Stock Purchase Agreement)
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EXHIBIT A
CERTIFICATE OF INCORPORATION
OF
CAI INTERNATIONAL, INC.
ARTICLE I
NAME
The name of the corporation (which is hereinafter referred to as the “Corporation”) is:
CAI International, Inc.
ARTICLE II
REGISTERED OFFICE
The registered office of the Corporation in the State of Delaware shall be in the City of Wilmington, County of New Castle, and the name and address of
the Registered Agent in charge thereof shall be Corporation Trust Center, 1209 Orange Street, Wilmington, New Castle County, Delaware 19801.
ARTICLE III
PURPOSE
The purpose of the Corporation shall be to engage in any lawful act or activity for which corporations may be organized and incorporated under the
General Corporation Law of the State of Delaware (the “DGCL”).
ARTICLE IV
STOCK
Section 1. Authorization. The Corporation shall be authorized to issue 202,652 shares of capital stock, of which 200,000 shares shall be shares of Common
Stock, par value $0.0001 per share (“Common Stock”), and 2,652 shares shall be shares of Series A Preferred Stock, par value $0.0001 per share (“Preferred
Stock”).
Section 2. Rights and Restrictions. The rights, preferences, privileges and restrictions granted to or imposed upon the Common Stock and the Preferred
Stock are as follows:
1. Dividends and Distributions.
(a) Common Stock. At any time when any accrued dividends on the Preferred Stock remain unpaid or any shares of Preferred Stock to be redeemed
pursuant to Section 3(b) are not fully redeemed on or after the date specified in Section 3(b) (whether or not such redemption is restricted by Section 3(e)), no
distribution (as defined below) shall be made on or with respect to Common Stock without the written consent of all holders of Preferred Stock.

As used in this Section 1(a), “distribution” means the transfer of cash, obligations of the Corporation or property without consideration or at less than fair market
value (but in such event only to the extent of the shortfall), whether by way of dividend or otherwise (except a dividend in shares of Common Stock of the
Corporation), or the purchase or redemption of shares of the Corporation for cash, obligations of the Corporation or property.
(b) Preferred Stock. Dividends on the Preferred Stock shall accrue from day to day, whether or not declared and whether or not funds are legally available
therefor, at the rate of ten and one half percent (10 1/2%) per share per year, and no more, based on the purchase price of the Preferred Stock of Four Hundred
Ninety-Six Dollars and Eleven Cents ($496.11) per share (the “Original Issue Price”). The dividends accrued from June 1 of each calendar year (and for the first
calendar year after issuance, the dividends accrued commencing on the original issue date of the Preferred Stock) through May 31 of the immediately following
calendar year shall be payable on such May 31 of such immediately following calendar year out of funds legally available therefor, at the election of the Board of
Directors, in cash.
(c) Cumulation. Any dividend on the Preferred Stock not paid on a dividend payment date specified in Section 1(b) shall cumulate, whether or not declared
and whether or not funds were legally available therefor.
2. Preference on Liquidation.
(a) Liquidation Amount. In the event of any liquidation, dissolution or winding up of the Corporation, the holders of shares of Preferred Stock then
outstanding shall be entitled to be paid out of the assets of the Corporation available for distribution to its stockholders, before any payment shall be made in
respect of Common Stock, the Original Issue Price for each share of Preferred Stock then held by them, plus all accrued and unpaid dividends thereon to the date
fixed for distribution. After setting apart or paying in full the preferential amounts due the holders of record of the issued and outstanding Preferred Stock, the
Corporation’s remaining assets available for distribution, if any, shall be distributed exclusively to the holders of record of the issued and outstanding Common
Stock.
If upon the event of any such liquidation, dissolution or winding up of the Corporation, either voluntary or involuntary (except for a “Liquidity Event”), the
assets of the Corporation available for distribution to its shareholders shall be insufficient to pay the holders of the Preferred Stock the full amounts to which they
respectively shall be entitled pursuant to this Section 3(a), the holders of the Preferred Stock shall share ratably in any distribution of assets according to the
respective amounts which would be payable in respect of the shares then held by them upon such distribution if all amounts on or with respect to such shares of
Preferred Stock were paid in full.
(b) Merger or Sale of Assets. The merger or consolidation of the Corporation into or with another corporation, or the sale of all or substantially all of the
assets of the Corporation, shall be deemed to be a liquidation, dissolution or winding up of the Corporation as those terms are used in this Section 2 unless such
merger, consolidation or sale is a “Liquidity Event” as defined in Section 5(a) of this Article IV.

3. Redemption.
(a) Redemption at the Option of the Corporation. The Corporation, at its sole option and discretion, shall be entitled to redeem Preferred Stock from any
holder of record of issued and outstanding Preferred Stock (“Preferred Stockholder”) at any time following the first to occur of (i) the date any Preferred
Stockholder ceases to be an employee of the Corporation for any reason; and (ii) May 15, 2008 (“Final Redemption Date”). The redemption price (the “Preferred
Stock Redemption Price”) shall be as follows:
(1) in the event a Preferred Stockholder is terminated at any time for cause, the Original Issue Price plus accrued and unpaid cumulative dividends;
and
(2) on the occurrence of the Final Redemption Date, or in the event a Preferred Stockholder ceases to be employed by the Corporation (unless
following termination for cause) or due to the death, disability or termination without “cause” of the Preferred Stockholder, the greater of (y) the redemption price
which would be payable under subsection (1) above; or (z) an amount equal to the book value as of the most recent quarter end of the Common Stock into which
the Preferred Stock would have been convertible if a Liquidity Event (as defined in Section 5(a)) had then occurred.
The term “cause” shall mean: (i) a failure by the Preferred Stockholder to substantially perform his duties as an officer of the Corporation, other than a
failure resulting from the Preferred Stockholder’s complete or partial incapacity due to physical or mental illness or impairment (a “Disability”); (ii) an act by the
Preferred Stockholder of dishonesty, fraud, misrepresentation, or other act(s) of moral turpitude, that would prevent the effective performance of his duties;
(iii) an act by the Preferred Stockholder which constitutes gross misconduct and which is injurious to the Corporation; (iv) a breach by the Preferred Stockholder
of a material provision of the Nonstatutory Stock Option dated May 15, 1998 issued to said Preferred Stockholder by the Corporation, which breach is not cured
within thirty (30) days after notice from the Corporation; or (v) the Preferred Stockholder’s involvement in material and willful violation of a federal or state law
or regulation applicable to the business of the Corporation.
(b) Partial Sale Redemption Right. In the event that Mr. Hiromitsu Ogawa sells all or part of his Common Stock in one or a series of related transactions (a
“Partial Sale”), (i) each Preferred Stockholder will be entitled , at his option, to cause the Corporation to redeem his Preferred Stock; and (ii) the Corporation, at
its option, may redeem said Preferred Stockholder’s Preferred Stock. To exercise the Preferred Stockholder’s redemption option, Preferred Stockholder must
provide the Corporation with written notice within fifteen (15) days after said Partial Sale. To exercise the Corporation’s redemption option, the Corporation shall
provide the Preferred Stockholder with written notice within fifteen (15) days after said Partial Sale in the manner set forth in Section 3(d) of this Article IV. The
redemption price of the Preferred Stock under this Section 3(b) shall be determined by the Chairman, and shall be based on the fair market value of the Common
Stock sold by Mr. Ogawa at the Partial Sale.
(c) Look-Back. In the event that (i) a holder of Preferred Stock ceases to be an employee of the Corporation as a result of death, disability or termination
without cause (the

“Termination”); (ii) the Corporation redeems said holder’s Preferred Stock pursuant to this Article IV, Section 3; and (iii) within the next twelve (12) months
following the Termination a Liquidity Event shall occur, then such holder of Preferred Stock, or his or her heirs or estate, shall receive, and the Corporation shall
pay, the excess, if any, of (y) the value of the Common Stock that the holder of Preferred Stock would have been entitled to receive as of the date of the Liquidity
Event had the Termination not occurred; over (z) the value received by such holder for the redeemed Preferred Stock.
(d) Notice of Redemption. Notice of any redemption pursuant to Section 3(a) or 3(b) of this Article IV shall be given by certified or registered mail,
postage prepaid, to the holders of record of the Preferred Stock to be redeemed at least 15 but not more than 30 days prior to the proposed date for redemption,
such notice to be addressed to each such Preferred Stockholder at the address of such holder given to the Corporation for the purposes of notice, or if no such
address appears or is given, the place where the principal office of the Corporation is located. Such notice shall state the date fixed for redemption, the number of
shares to be redeemed and the redemption price per share and shall call upon such holder to surrender to the Corporation on said date at the place designated in
the notice such holder’s certificate or certificates representing the shares to be redeemed. On or after the dated fixed for redemption and stated in such notice, each
holder of shares of Preferred Stock notified of the redemption shall surrender the certificate(s) evidencing such shares to the Corporation at the place designated
in such notice and shall thereupon be entitled to receive payment of the redemption price. If less than all the shares represented by any such surrendered
certificate(s) are redeemed, a new certificate shall be issued representing the unredeemed shares. If such notice of redemption shall have been duly given, and if
on the date fixed for redemption funds necessary for the redemption shall be available therefor, then, as to any certificates evidencing and Preferred Stock so
called for redemption and not surrendered, all rights of the holders of such shares so called for redemption and not surrendered shall cease with respect to such
shares, except only the right of the holders to receive the redemption prices without interest upon surrender of their certificates.
(e) Restrictions on Redemption. No Preferred Stock shall be redeemed pursuant to this Section 3 or otherwise at any time (i) when such redemption is
prohibited by the DGCL, or (ii) that the terms of any contract or agreement of the Corporation relating to indebtedness for borrowed money or the issuance of
debt securities (whether entered into before, simultaneously with or after the issuance of Preferred Stock) specifically prohibit such redemption or provide that
such redemption would constitute a breach thereof or a default thereunder.
(f) Redeemed Preferred Stock. Upon any redemption of Preferred Stock hereunder, the Corporation shall retire all shares of Preferred Stock so redeemed.
4. Voting.
The holders of the Preferred Stock shall not be entitled to vote for matters submitted to a vote of stockholders except to the extent required by the DGCL.
However, the Corporation must obtain the prior written consent of a majority of the holders of Preferred Stock prior to approving any of the following actions:
(a) a change in the rights or privileges of the Preferred Stock; and (b) the authorization by the Corporation of any class of stock ranking senior to or equal with the
Preferred Stock as to dividends, redemptions or liquidation preference. The

holders of Common Stock shall have the exclusive right to vote for the election of directors and for all other purposes. Each share of Common Stock shall have
one vote on each matter properly submitted to the stockholders of the Corporation for their vote, and the holders of the Common Stock shall vote together as a
single class.
5. Conversion Rights.
(a) Conversion of Preferred Stock. The entirety of the issued and outstanding Preferred Stock will be converted into an equal number of shares of the
Corporation’s Common Stock (the “Conversion Ratio”) immediately prior to the occurrence of (1) an underwritten initial public offering of the Corporation’s
Common Stock; or (2) a sale of the Common Stock or assets of the Corporation (whether by merger, consolidation, recapitalization, reorganization, sale of
securities, sale of assets or otherwise) in one transaction or a series of related transactions to a person or persons other than Mr. Hiromitsu Ogawa or any of his
affiliates, pursuant to which such acquiring person or persons (together with their affiliates) acquires (i) securities representing a majority of the voting power of
all securities of the Corporation then outstanding (assuming the conversion, exchange or exercise of all securities other than Preferred Stock at such time
convertible, exchangeable or exercisable for or into voting securities), or (ii) all or substantially all of the Corporation’s assets on a consolidated basis (a
“Liquidity Event”).
(b) Procedure for Conversion. Any exercise of the conversion right specified in Section 5(a) shall be made by written notice of a Liquidity Event given by
the Corporation to the holder of the Preferred Stock being converted. The holder of Preferred Stock shall, upon receipt of said notice, forward the certificates
representing the shares of Preferred Stock being converted duly endorsed in blank or accompanied by forms appropriate for transfer. Upon conversion, no
fractional shares shall be issued and in lieu therefor the Corporation shall pay in cash the fair market value of such fraction as determined by the Board of
Directors. Such conversion shall be deemed (without any other action on the part of the holder(s), the Corporation or any other party being necessary therefor) to
have been made immediately prior to the close of business on the date of the Liquidity Event (such time being herein called the “Conversion Date”), and the
record holders of Preferred Stock immediately prior to the Conversion Date (or, if so specified in the notice of conversion, the other person specified therein to be
the holder of the Common Stock issuable on such conversion) shall thereupon be treated for all purposes as the record holder or holders of the shares of Common
Stock issuable upon such conversion. The Corporation shall, as soon as practicable following any such conversion, issue and deliver at such office to such
converting holder or to its nominee or nominees a certificate or certificates for the number of full shares of Common Stock issuable upon such conversion.
(c) Adjustment of Conversion Ratio. In the event of any stock split or reverse stock split affecting the outstanding Common Stock, or in the event of a
dividend on or distribution in respect of, the outstanding Common Stock payable in shares of Common Stock, the Conversion Ratio shall, automatically upon the
effectiveness thereof, be adjusted proportionately.
(d) Notice of Record Date. If, at any time when the Preferred Stock is convertible under this Section 5, a Liquidity Event shall occur, or there is any
voluntary or involuntary dissolution, liquidation or winding up of the Corporation, the Corporation shall mail to each

holder of Preferred Stock at least 10 days prior to the effective date of the transaction, a notice specifying (i) the date on which any such transaction is expected to
become effective, and (ii) the time, if any, that is to be fixed, as to when holders of record of Common Stock or Preferred Stock (or other securities) shall be
entitled to exchange their shares of Common Stock or Preferred Stock (or other securities or other property deliverable upon the consummation of such
transaction).
(e) Reservation of Stock Issuable Upon Conversion. The Corporation shall at all times reserve and keep available out of its authorized but unissued shares
of Common Stock, solely for the purpose of effecting the conversion of the Preferred Stock, such number of its shares of authorized but unissued Common Stock
as shall from time to time be sufficient to effect the conversion of all outstanding shares of Preferred Stock; and if at any time the number of authorized but
unissued shares of Common Stock shall not be sufficient to effect the conversion of all outstanding shares of Preferred Stock, the Corporation will take such
corporate action as may be necessary to increase its authorized but unissued shares of Common Stock to such number of shares as shall be sufficient for such
purpose.
ARTICLE V
BOARD OF DIRECTORS
Section 1. Number of Directors. Except as otherwise provided by the resolution or resolutions adopted by the Board of Directors designating the rights,
powers and preferences of any series of Preferred Stock, the number of directors of the Corporation shall be fixed, and may be increased or decreased from time
to time, exclusively by resolution of the Board of Directors.
Section 2. Classes. The directors, other than those who may be elected by the holders of any outstanding series of Preferred Stock as set forth in this
Certificate of Incorporation, shall be divided into three classes, as nearly equal in number as possible and designated Class I, Class II and Class III. Class I shall
be initially elected for a term expiring at the annual meeting of stockholders to be held in 2008, Class II shall be initially elected for a term expiring at the annual
meeting of stockholders to be held in 2009, and Class III shall be initially elected for a term expiring at the annual meeting of stockholders to be held in 2010.
Members of each class shall hold office until their successors are elected and qualified. At each succeeding annual meeting of the stockholders of the Corporation,
the successors of the class of directors whose term expires at that meeting shall be elected for a term expiring at the annual meeting of stockholders held in the
third year following the year of their election. In case of any increase or decrease, from time to time, in the number of directors, other than those who may be
elected by the holders of any series of Preferred Stock as set forth in this Certificate of Incorporation, the number of directors in each class shall be apportioned as
nearly equal as possible.
Section 3. Written Ballot. Unless and except to the extent that the Bylaws of the Corporation shall so require, the election of directors of the Corporation
need not be by written ballot.
Section 4. Removal. Except as otherwise provided by the resolution or resolutions adopted by the Board of Directors designating the rights, powers and
preferences of any series of Preferred Stock, any director or the entire Board of Directors may be removed from office only for cause by the holders of a majority
of the voting power of the outstanding shares of the Corporation entitled to vote at an election of directors.

Section 5. Vacancies. Except as otherwise provided by the resolution or resolutions adopted by the Board of Directors designating the rights, powers and
preferences of any series of Preferred Stock or unless the Board of Directors determines by resolution that any vacancy or newly created directorship shall be
filled by the stockholders, newly created directorships resulting from any increase in the authorized number of directors or any vacancies in the Board of
Directors resulting from death, resignation, retirement, disqualification, removal from office or other cause shall be filled solely by the affirmative vote of a
majority of the remaining directors then in office, even though less than a quorum of the Board of Directors, or by the sole remaining director. Any director so
chosen shall hold office until such director’s successor shall be elected and qualified and until the next election of the class for which such director shall have
been chosen. No decrease in the number of directors shall shorten the term of any incumbent director.
ARTICLE VI
AMENDING THE BYLAWS
In furtherance and not in limitation of the powers conferred by law, the Board of Directors is expressly authorized and empowered to adopt, amend and
repeal the Bylaws of the Corporation at any regular or special meeting of the Board of Directors or by written consent, subject to the power of the stockholders of
the Corporation to adopt, amend or repeal any Bylaws. The foregoing notwithstanding, the stockholders of the Corporation shall have no power to adopt, amend
or repeal any Bylaws unless such adoption, amendment or repeal is approved by the affirmative vote of the holders of not less than sixty-six and two-thirds
percent (662/3%) of the voting power of all of the outstanding shares of capital stock of the Corporation entitled to vote generally in the election of directors,
considered for purposes of this Article VI as a single class.
ARTICLE VII
AMENDING THE CERTIFICATE OF INCORPORATION
Subject to the provisions of Article X hereof, the Corporation reserves the right at any time from time to time to amend, alter, change or repeal any
provision contained in this Certificate of Incorporation, and any other provisions authorized by the laws of the State of Delaware at the time in force may be
added or inserted, in the manner now or hereafter prescribed by law. All rights, preferences and privileges of whatsoever nature conferred upon stockholders,
directors or any other persons whomsoever by and pursuant to this Certificate of Incorporation in its present form or as hereafter amended are granted subject to
the right reserved in this Article.
ARTICLE VIII
DIRECTOR LIABILITY; INDEMNIFICATION AND INSURANCE
Section 1. Elimination of Certain Liability of Directors. The personal liability of the directors of the Corporation shall be eliminated to the fullest extent
permitted by law. No

amendment, modification or repeal of this Article, adoption of any provision in this Certificate of Incorporation, or change in the law or interpretation of the law
shall adversely affect any right or protection of a director or officer of the Corporation under this Article VIII with respect to any act or omission that occurred
prior to the time of such amendment, modification, repeal, adoption or change.
Section 2. Indemnification and Insurance. To the fullest extent permitted by applicable law, the Corporation is authorized to provide indemnification of
(and advancement of expenses to) directors, officers and agents of the Corporation (and any other persons to which the DGCL permits the Corporation to provide
indemnification) through Bylaw provisions, agreements with such agents or other persons, vote of stockholders or disinterested directors or otherwise, in excess
of the indemnification and advancement otherwise permitted by Section 145 of the DGCL. The Corporation may maintain insurance, at its expense, to protect
itself and any director, officer, employee or agent of the Corporation or another corporation, partnership, joint venture, trust or other enterprise against any such
expense, liability or loss, whether or not the Corporation would have the power to indemnify such person against such expense, liability or loss under the DGCL.
Any amendment, repeal or modification of the foregoing provisions of this Section shall not adversely affect any right or protection of any director, officer or
other agent of the Corporation existing at the time of, or increase the liability of any director of the Corporation with respect to any acts or omissions of such
director, officer or other agent occurring prior to, such amendment, repeal or modification.
ARTICLE IX
STOCKHOLDER MEETINGS
Section 1. Written Action. Any action required or permitted to be taken by stockholders may be effected at a duly called annual or special meeting of
stockholders or by a written consent or consents by stockholders in lieu of such a meeting.
Section 2. Special Meetings. Except as otherwise required by law or provided by the resolution or resolutions adopted by the Board of Directors
designating the rights, powers and preferences of any series of Preferred Stock, special meetings of stockholders of the Corporation may be called only by (a) the
Board of Directors pursuant to a resolution approved by a majority of the entire Board of Directors or (b) the Chairman of the Board of Directors, and any power
of stockholders to call a special meeting is specifically denied.
Section 3. Advance Notice. Advance notice of stockholder nominations for the election of directors and of business to be brought by stockholders before
any meeting of the stockholders of the Corporation shall be given in the manner provided in the Bylaws.
ARTICLE X
SUPERMAJORITY AMENDMENT
Notwithstanding any other provisions of this Certificate of Incorporation or the Bylaws (and notwithstanding that a lesser percentage may be specified by
law), the provisions of Article

V, Article VI, Article VIII, Article IX and this Article X hereof may not be altered, amended or repealed unless such alteration, amendment or repeal is approved
by the affirmative vote of the holders of not less than sixty-six and two-thirds percent (662/3%) of the voting power of all of the outstanding shares of capital stock
of the Corporation entitled to vote generally in the election of directors, considered for purposes of this Article X as a single class.
****
The undersigned hereby further declares and certifies under penalty of perjury that the facts set forth in the foregoing certificate are true and correct to the
knowledge of the undersigned, and that this certificate is the act and deed of the undersigned.
Executed on this 30th day of January, 2007.
By: /s/ Ranvir S. Sandhu
Ranvir S. Sandhu, Sole Incorporator

EXHIBIT B
HOLDERS OF THE COMPANY’S COMMON AND PREFERRED STOCK
Stockholder

Number of Shares

Hiromitsu Ogawa (including the Ogawa Family
Trust and Ogawa Family Limited Partnership)
Masaaki Nishibori
Fred Bauthier

25,200 shares of Common Stock
(prior to giving effect to the sale to DBJ)
1,326 Shares of Series A Preferred Stock
400 Shares of Series A Preferred Stock

EXHIBIT C
REGISTRATION RIGHTS AGREEMENT
Exhibit 10.7 to the Registration Statement on Form S-1 (SEC File No. 333-140496) is incorporated herein by reference.

EXHIBIT D
VOTING AGREEMENT
Exhibit 10.14 to the Registration Statement on Form S-1 (SEC File No. 333-140496) is incorporated herein by reference.

EXHIBIT E
CAI INTERNATIONAL, INC.
CORPORATE SECRETARY’S CLOSING CERTIFICATE
Reference is made to that certain Stock Purchase Agreement (the “Agreement”) dated as of February 16, 2007 by and among CAI International, Inc, a
corporation organized under the laws of the State of Delaware (the “Company”), Hiromitsu Ogawa and DBJ Value Up Fund. All capitalized terms used but not
defined herein shall have the meanings ascribed to them in the Agreement. This Certificate is being delivered pursuant to Section 5.5 of the Agreement.
I, Victor Garcia, do hereby certify that I am the Secretary of the Company, and that, as such, I am authorized to execute this certificate on behalf of the
Company, and do hereby further certify that:
1.

Attached hereto as Exhibit A is a true and complete copy of the resolutions duly adopted by the directors and sole stockholder of the Company on
February 16, 2007 authorizing the transactions contemplated by the Agreement.

2.

Attached hereto as Exhibit B is a true and complete copy of the Certificate of Incorporation of the Company, (the “Certificate”), as amended to date.

3.

Attached hereto as Exhibit C is a true and complete copy of the Bylaws of the Company, as amended to date.

4.

The resolutions referred to in paragraph 1 above were adopted in compliance with the Company’s Certificate of Incorporation and Bylaws and are in
full force and effect as of the date hereof and have not been amended, modified or rescinded.
(The remainder of this page is left intentionally blank.)

IN WITNESS WHEREOF, the undersigned has executed this certificate as of February 16, 2007.
/s/ Victor Garcia
Secretary
(Secretary’s Certificate Signature Page)

EXHIBIT A
ACTION BY UNANIMOUS WRITTEN CONSENT
OF THE BOARD OF DIRECTORS
AND SOLE VOTING STOCKHOLDER OF
CAI INTERNATIONAL, INC.
February 16, 2007
In accordance with Sections 141(f) and 228(a) of the Delaware General Corporation Law, the undersigned members of the Board of Directors (the
“Board”) of CAI International, Inc., a Delaware corporation (the “Company”), and the holder of all outstanding voting securities of the Company (the
“Stockholder”), hereby take the following action and adopt the following resolutions, effective for all purposes as of the date set forth above:
1.

Approval of Stock Purchase Agreement
WHEREAS, the Board and the sole Stockholder have determined that the terms and conditions of the proposed Stock Purchase Agreement (the “Purchase
Agreement”) for the sale of 4,028 shares of the Company’s Common Stock (the “Shares”), representing 14.9595% of the outstanding stock of the
Company by Hiromitsu Ogawa (the “Seller”) to DBJ Value Up Fund (the “Purchaser”) is fair and reasonable to the Company and that it is in the best
interests of the Company and its sole Stockholder to accept the terms proposed for the sale.
NOW, THEREFORE, BE IT RESOLVED, that the sale of the Shares on the terms and conditions as set forth in the Purchase Agreement, the Amended
and Restated Registration Rights Agreement and Voting Agreement, all in the forms attached hereto as Exhibit A, Exhibit B and Exhibit C, respectively,
are hereby approved, adopted, ratified and confirmed, with such changes as may be approved by the officers of the Company, their signature on such
documents to constitute conclusive evidence of such approval.
RESOLVED FURTHER, that the officers of the Company are hereby authorized, directed and empowered to execute, deliver and perform, the Purchase
Agreement, the Amended and Restated Registration Rights Agreement, Voting Agreement and all documents to be executed and delivered in connection
therewith, such documents to be in substantially the form presented to the Board and sole Stockholder with such changes that any such officer shall
approve their signature thereof shall be deemed evidence of such approval.

2.

Omnibus Resolutions
RESOLVED, that the officers of the Company are hereby authorized and directed to execute all documents and take whatever action is deemed necessary
or advisable to carry out and perform the obligations of the Company as set forth in these resolutions, and all prior actions taken by the officers in
connection herewith are hereby confirmed, ratified and approved.

This Action by Unanimous Written Consent of the Board and Stockholder shall be filed with the minutes of the proceedings of the Company and shall be
effective as of the date first written above.
Directors:
/s/ Hiromitsu Ogawa
Hiromitsu Ogawa
/s/ Masaaki Nishibori
Masaaki Nishibori
Stockholder:
/s/ Hiromitsu Ogawa
Hiromitsu Ogawa,
individually and on behalf of the Ogawa Family Trust, dated
7/06/98 and the Ogawa Family Limited Partnership

EXHIBIT A
STOCK PURCHASE AGREEMENT
Exhibit 10.13 to the Registration Statement on Form S-1 (SEC File No. 333-140496) is incorporated herein by reference.

EXHIBIT B
AMENDED AND RESTATED REGISTRATION RIGHTS AGREEMENT
Exhibit 10.7 to the Registration Statement on Form S-1 (SEC File No. 333-140496) is incorporated herein by reference.

EXHIBIT C
VOTING AGREEMENT
Exhibit 10.14 to the Registration Statement on Form S-1 (SEC File No. 333-140496) is incorporated herein by reference.

EXHIBIT B
CERTIFICATE OF INCORPORATION
Exhibit A to Exhibit 10.13 to the Registration Statement on Form S-1 (SEC File No. 333-140496) is incorporated herein by reference.

EXHIBIT C
BYLAWS
OF
CAI INTERNATIONAL, INC.
Incorporated under the Laws of the State of Delaware
As of February 2, 2007

ARTICLE I
OFFICES
SECTION 1.1 Principal Delaware Office. The registered office of the Corporation in the State of Delaware shall be in the City of Wilmington, County of New
Castle.
SECTION 1.2 Other Offices. The Corporation may also have offices in such other places, either within or without the State of Delaware, as the Board of
Directors from time to time may designate or the business of the Corporation may from time to time require.
ARTICLE II
STOCKHOLDERS
SECTION 2.1 Meetings of Stockholders.
(a) Annual Meetings. The annual meeting of the stockholders of the Corporation shall be held on such date and at such time as may be fixed by resolution
of the Board of Directors. At the annual meeting stockholders shall elect directors and transact such other business as properly may be brought before the
meeting.
(b) Special Meetings. Special meetings of the stockholders may be called only by the Chairman of the Board or the Board of Directors pursuant to a
resolution approved by a majority of the total number of directors which the Corporation would have if there were no vacancies (the “Whole Board”).
(c) Place of Meetings. Meetings of the stockholders shall be held at such place, either within or without the State of Delaware, as the Board of Directors
shall determine. The Board of Directors may, at its sole discretion, determine that the meeting shall not be held at any place, but may instead be held solely by
means of remote communication as provided under the Delaware General Corporation Law (the “DGCL”).
(d) Notice of Meeting. Written notice, stating the place, day and hour of the meeting shall be delivered by the Corporation not less than ten (10) days nor
more than sixty (60) days before the date of the meeting to each stockholder of record entitled to vote at such meeting. Notice of a special meeting shall also state
the purpose or purposes for which the meeting has been called. Without limiting the manner by which notice may otherwise be given, notice may be given by a
form of electronic transmission that satisfies the requirements of the DGCL and has been consented to by the stockholder to whom notice is given. If mailed, such
notice shall be deemed to be delivered when deposited in the United States mail with postage thereon prepaid, addressed to the stockholder at his or her address as
it appears in the Corporation’s records. Meetings may be held without notice if all stockholders entitled to vote are present, or if notice is waived by those not
present in accordance with Article VIII of these Bylaws. Any previously scheduled meeting of the stockholders may be postponed, and any special meeting of the
stockholders may be cancelled, by resolution of the Board of Directors upon public notice given

prior to the date previously scheduled for such meeting of stockholders. Only such business shall be conducted at a special meeting of stockholders as shall have
been brought before the meeting pursuant to the Corporation’s notice of meeting (or any supplement thereto).
(e) Chairman of Stockholder’s Meeting. The Chairman of the Board, or in the Chairman’s absence, a Vice Chairman, or in the absence of any Vice
Chairman, the Chief Executive Officer, or in the absence of the Chief Executive Officer, the Executive Vice President, or in the absence of the Executive Vice
President, a chairman chosen by a majority of the directors present, shall act as chairman of the meetings of the stockholders.
SECTION 2.2 Quorum of Stockholders; Adjournment; Required Vote.
(a) Quorum of Stockholders; Adjournment. Except as otherwise provided by law, by the Amended and Restated Certificate of Incorporation (the
“Certificate of Incorporation”) or by these Bylaws, the holders of a majority of the voting power of the outstanding shares of the Corporation entitled to vote
generally in the election of directors (the “Voting Stock”), present in person or represented by proxy, shall constitute a quorum at a meeting of the stockholders,
except that when specified business is to be voted on by a class or series of stock voting as a class, the holders of a majority of the shares of such class or series
shall constitute a quorum of such class or series for the transaction of such business. The chairman of the meeting or a majority of the shares so represented may
adjourn the meeting from time to time, whether or not there is such a quorum. No notice of the time and place of adjourned meetings need be given, except that
notice of the adjourned meeting shall be required if the adjournment is for more than thirty (30) days or if after the adjournment a new record date is fixed for the
adjourned meeting. The stockholders present at a duly called meeting at which a quorum is present may continue to transact business until adjournment,
notwithstanding the withdrawal of enough stockholders to leave less than a quorum.
(b) Required Vote. The affirmative vote of a majority of the voting power of the shares present in person or represented by proxy at the meeting and entitled
to vote on the matter shall be the act of the stockholders, except as otherwise provided by express provision of law, the Certificate of Incorporation or these
Bylaws requiring a larger or different vote, in which case such express provision shall govern and control the decision of such matter.
SECTION 2.3 Voting by Stockholders; Procedures for Election of Directors.
(a) Voting by Stockholders. Each stockholder of record entitled to vote at any meeting may do so in person or by proxy appointed by instrument in writing
or in such other manner prescribed by the DGCL, subscribed by such stockholder or his or her duly authorized attorney in fact.
(b) Procedure for Election of Directors. Election of directors at all meetings of the stockholders at which directors are to be elected shall be by ballot, and,
subject to the rights of the holders of any series of Preferred Stock to elect directors under specified circumstances, a plurality of the votes cast shall elect
directors.

SECTION 2.4 Notice of Stockholder Business and Nominations.
(a) Annual Meetings of Stockholders. (1) Nominations of persons for election to the Board of Directors of the Corporation and the proposal of business to
be considered by the stockholders may be made at an annual meeting of stockholders (A) pursuant to the Corporation’s notice of meeting, (B) by or at the
direction of the Board of Directors, or (C) by any stockholder of the Corporation who was a stockholder of record at the time of giving of notice provided for in
this Bylaw, who is entitled to vote at the meeting and who complies with the notice procedures set forth in this Bylaw.
(2) For nominations or other business to be properly brought before an annual meeting by a stockholder pursuant to clause (C) of paragraph (a)(1) of
this Bylaw, the stockholder must have given timely notice thereof in writing to the Secretary of the Corporation and such other business must otherwise be a
proper matter for stockholder action. To be timely, a stockholder’s notice shall be delivered to the Secretary at the principal executive offices of the Corporation
not later than the close of business on the 90th day, nor earlier than the close of business on the 120th day, prior to the first anniversary of the preceding year’s
annual meeting; provided , however , that in the event that the date of the annual meeting is more than thirty (30) days before or more than sixty (60) days after
such anniversary date, notice by the stockholder to be timely must be so delivered not earlier than the close of business on the 120th day prior to such annual
meeting and not later than the close of business on the later of the 90th day prior to such annual meeting or the 10th day following the day on which public
announcement of the date of such meeting is first made by the Corporation. In no event shall the public announcement of an adjournment of an annual meeting
commence a new time period for the giving of a stockholder’s notice as described above. Such stockholder’s notice shall set forth (A) as to each person whom the
stockholder proposes to nominate for election or reelection as a director all information relating to such person that is required to be disclosed in solicitations of
proxies for election of directors in an election contest, or is otherwise required, in each case pursuant to Regulation 14A under the Securities Exchange Act of
1934, as amended (the “Exchange Act”), and Rule 14a-11 thereunder (including such person’s written consent to being named in the proxy statement as a
nominee and to serving as a director if elected); (B) as to any other business that the stockholder proposes to bring before the meeting, a brief description of the
business desired to be brought before the meeting, the reasons for conducting such business at the meeting and any material interest in such business of such
stockholder and the beneficial owner, if any, on whose behalf the proposal is made; and (C) as to the stockholder giving the notice and the beneficial owner, if
any, on whose behalf the nomination or proposal is made (i) the name and address of such stockholder, as they appear on the Corporation’s books, and of such
beneficial owner and (ii) the class and number of shares of the Corporation which are owned beneficially and of record by such stockholder and such beneficial
owner.
(3) Notwithstanding anything in the second sentence of paragraph (a)(2) of this Bylaw to the contrary, in the event that the number of directors to be
elected to the Board of Directors of the Corporation is increased and there is no public announcement by the Corporation naming all of the nominees for director
or specifying the size of the increased Board of Directors at least one hundred (100) days prior to the first anniversary of the preceding year’s annual meeting, a
stockholder’s notice required by this Bylaw shall also be considered timely,

but only with respect to nominees for any new positions created by such increase, if it shall be delivered to the Secretary at the principal executive offices of the
Corporation not later than the close of business on the 10th day following the day on which such public announcement is first made by the Corporation.
(b) Special Meetings of Stockholders. The business to be transacted at any special meeting shall be limited to the purposes stated in the notice of such
meetings. Nominations of persons for election to the Board of Directors may be made at a special meeting of stockholders at which directors are to be elected
pursuant to the Corporation’s notice of meeting (1) by or at the direction of the Board of Directors or (2) provided that the Board of Directors has determined that
directors shall be elected at such meeting, by any stockholder of the Corporation who is a stockholder of record at the time of giving of notice provided for in this
Bylaw, who shall be entitled to vote at the meeting and who complies with the notice procedures set forth in this Bylaw. In the event the Corporation calls a
special meeting of stockholders for the purpose of electing one or more directors to the Board of Directors, any such stockholder may nominate a person or
persons (as the case may be), for election to such position(s) as specified in the Corporation’s notice of meeting, if the stockholder’s notice required by paragraph
(a)(2) of this Bylaw shall be delivered to the Secretary at the principal executive offices of the Corporation not earlier than the close of business on the 120th day
prior to such special meeting and not later than the close of business on the later of the 90th day prior to such special meeting or the 10th day following the day on
which public announcement is first made of the date of the special meeting and of the nominees proposed by the Board of Directors to be elected at such meeting.
In no event shall the public announcement of an adjournment of a special meeting commence a new time period for the giving of a stockholder’s notice as
described above.
(c) General. (1) Only such persons who are nominated in accordance with the procedures set forth in this Bylaw shall be eligible to serve as directors and
only such business shall be conducted at a meeting of stockholders as shall have been brought before the meeting in accordance with the procedures set forth in
this Bylaw. Except as otherwise provided by law, the Certificate of Incorporation or these Bylaws, the chairman of the meeting shall have the power and duty to
determine whether a nomination or any business proposed to be brought before the meeting was made or proposed, as the case may be, in accordance with the
procedures set forth in this Bylaw and, if any proposed nomination or business is not in compliance with this Bylaw, to declare that such defective proposal or
nomination shall be disregarded.
(2) For purposes of this Bylaw, “public announcement” shall mean disclosure in a press release reported by the Dow Jones News Service, Associated
Press or comparable national news service or in a document publicly filed by the Corporation with the Securities and Exchange Commission pursuant to
Section 13, 14 or 15(d) of the Exchange Act.
(3) Notwithstanding the foregoing provisions of this Bylaw, a stockholder shall also comply with all applicable requirements of the Exchange Act
and the rules and regulations thereunder with respect to the matters set forth in this Bylaw. Nothing in this Bylaw shall be deemed to affect any rights (A) of
stockholders to request inclusion of proposals in the Corporation’s proxy statement pursuant to Rule 14a-8 under the Exchange Act or (B) of the holders of any
series of Preferred Stock to elect directors under specified circumstances.

SECTION 2.5 Inspectors of Elections; Opening and Closing the Polls. The Board of Directors by resolution shall appoint one or more inspectors, which inspector
or inspectors may include individuals who serve the Corporation in other capacities, including, without limitation, as officers, employees, agents or
representatives, to act at the meetings of stockholders and make a written report thereof. One or more persons may be designated as alternate inspectors to replace
any inspector who fails to act. If no inspector or alternate has been appointed to act or is able to act at a meeting of stockholders, the chairman of the meeting shall
appoint one or more inspectors to act at the meeting. Each inspector, before discharging his or her duties, shall take and sign an oath faithfully to execute the
duties of inspector with strict impartiality and according to the best of his or her ability. The inspectors shall have the duties prescribed by law.
The chairman of the meeting shall fix and announce at the meeting the date and time of the opening and the closing of the polls for each matter upon which the
stockholders will vote at the meeting.
SECTION 2.6 Stockholder Action by Written Consent. Any action required or permitted to be taken by stockholders may be effected at a duly called annual or
special meeting of stockholders or by a written consent or consents by stockholders in lieu of such a meeting of stockholders.
ARTICLE III
BOARD OF DIRECTORS
SECTION 3.1 General Powers. The business and affairs of the Corporation shall be managed under the direction of the Board of Directors. In addition to the
powers and authorities by these Bylaws expressly conferred upon them, the Board of Directors may exercise all such powers of the Corporation and do all such
lawful acts and things as are not by statute or by the Certificate of Incorporation or by these Bylaws required to be exercised or done by the stockholders.
SECTION 3.2 Number, Tenure and Qualifications. Subject to the rights of the holders of any series of Preferred Stock to elect directors under specified
circumstances, the number of directors of the Corporation shall be fixed, and may be increased or decreased from time to time, exclusively by resolution
approved by the affirmative vote of a majority of the Whole Board. The directors, other than those who may be elected by the holders of any outstanding series of
Preferred Stock as set forth in the Certificate of Incorporation, shall be divided into three classes, as nearly equal in number as possible and designated Class I,
Class II and Class III. Class I shall be initially elected for a term expiring at the annual meeting of stockholders to be held in 2008, Class II shall be initially
elected for a term expiring at the annual meeting of stockholders to be held in 2009, and Class III shall be initially elected for a term expiring at the annual
meeting of stockholders to be held in 2010. Members of each class shall hold office until their successors are elected and qualified. At each succeeding annual
meeting of the stockholders of the Corporation, the successors of the class of directors whose term expires at that meeting shall be elected for a term expiring at
the annual meeting of stockholders held in the third year following the year of their election. In case of any increase or decrease, from time to time, in the number
of directors, other than those who may be elected by the holders of any outstanding series of Preferred Stock as set forth in the Certificate of Incorporation, the
number of directors in each class shall be apportioned as nearly equal as possible.

SECTION 3.3 Regular Meetings. A regular meeting of the Board of Directors may be held without other notice than this Bylaw immediately after, and at the
same place as, the Annual Meeting of Stockholders. The Board of Directors may, by resolution, provide the time and place for the holding of additional regular
meetings without other notice than such resolution.
SECTION 3.4 Special Meetings. Special meetings of the Board of Directors may be called at the request of the Chairman of the Board, the Chief Executive
Officer or a majority of the Board of Directors then in office. The person or persons authorized to call special meetings of the Board of Directors may fix the
place and time of the meetings. Notice of any special meeting shall be given to each director and shall state the time and place for the special meeting.
SECTION 3.5 Notice. If notice of a Board of Directors’ meeting is required to be given, notice of shall be given to each director at his or her business or
residence in writing by hand delivery, first-class or overnight mail or courier service, electronic transmission (including, without limitation, via facsimile
transmission or electronic mail), or orally by telephone. If mailed by first-class mail, such notice shall be deemed adequately delivered when deposited in the
United States mails so addressed, with postage thereon prepaid, no later than the third business day preceding the date of such meeting. If by overnight mail or
courier service, such notice shall be deemed adequately delivered when the notice is delivered to the overnight mail or courier service company at least twentyfour (24) hours before such meeting. If by electronic transmission, such notice shall be deemed adequately delivered when the notice is transmitted at least twelve
(12) hours before such meeting. If by telephone or by hand delivery, the notice shall be given at least twelve (12) hours prior to the time set for the meeting.
Neither the business to be transacted at, nor the purpose of, any regular or special meeting of the Board of Directors need be specified in the notice of such
meeting, except for amendments to these Bylaws, as provided under Article IX of these Bylaws. A meeting may be held at any time without notice if all the
directors are present or if those not present waive notice of the meeting in accordance with Article VIII of these Bylaws.
SECTION 3.6 Quorum. Subject to Section 3.10 of these Bylaws, a number of directors equal to at least a majority of the Whole Board shall constitute a quorum
for the transaction of business, but if at any meeting of the Board of Directors there shall be less than a quorum present, a majority of the directors present may
adjourn the meeting from time to time without further notice. The act of the majority of the directors present at a meeting at which a quorum is present shall be
the act of the Board of Directors. The directors present at a duly organized meeting may continue to transact business until adjournment, notwithstanding the
withdrawal of enough directors to leave less than a quorum.
SECTION 3.7 Use of Communications Equipment. Directors may participate in a meeting of the Board of Directors or any committee thereof by means of
conference telephone or other communications equipment by means of which all persons participating in the meeting can hear each other, and such participation
in a meeting shall constitute presence in person at the meeting.
SECTION 3.8 Action by Consent of Board of Directors. Any action required or permitted to be

taken at any meeting of the Board of Directors or of any committee thereof may be taken without a meeting if all members of the Board or committee, as the case
may be, consent thereto in writing or by electronic transmission, and the writing or writings or electronic transmission or transmissions are filed with the minutes
of proceedings of the Board or committee.
SECTION 3.9 Removal. Subject to the rights of the holders of any series of Preferred Stock with respect to such series of Preferred Stock, any director, or the
entire Board of Directors, may be removed from office at any time, but only for cause and only by the affirmative vote of the holders of a majority of the voting
power of all of the then-outstanding shares of Voting Stock, voting together as a single class.
SECTION 3.10 Vacancies. Subject to applicable law and the rights of the holders of any series of Preferred Stock with respect to such series of Preferred Stock,
and unless the Board of Directors otherwise determines, vacancies resulting from death, resignation, retirement, disqualification, removal from office or other
cause, and newly created directorships resulting from any increase in the authorized number of directors, may be filled only by the affirmative vote of a majority
of the remaining directors, though less than a quorum of the Board of Directors, or by the sole remaining director, and directors so chosen shall hold office for a
term expiring at the annual meeting of stockholders at which the term of office of the class to which they have been elected expires and until such director’s
successor shall have been duly elected and qualified. No decrease in the number of authorized directors constituting the Whole Board shall shorten the term of
any incumbent director.
SECTION 3.11 Committees. The Board of Directors may, by resolution adopted by a majority of the Whole Board, designate one or more committees, each of
which shall consist of one or more directors. The Board of Directors may designate one or more directors as alternate members of any committee, who may
replace any absent or disqualified member at any meeting of the committee. In the absence or disqualification of any member of such committee or committees,
the member or members thereof present at any meeting and not disqualified from voting, whether or not constituting a quorum, may unanimously appoint another
member of the Board of Directors to act at the meeting in the place of any such absent or disqualified member.
Any committee shall, to the extent provided in a resolution of the Board of Directors and subject to the limitations contained in the DGCL, have and may exercise
all the powers and authority of the Board of Directors in the management of the business and affairs of the Corporation. Each committee shall keep such records
and report to the Board of Directors in such manner as the Board of Directors may from time to time determine. Except as the Board of Directors may otherwise
determine, any committee may make rules for the conduct of its business. Unless otherwise provided in a resolution of the Board of Directors or in rules adopted
by the committee, each committee shall conduct its business as nearly as possible in the same manner as provided in these Bylaws for the Board of Directors.
The Board of Directors shall have power at any time to fill vacancies in, to change the membership of, or to dissolve any such committee. The term of office of
the members of each committee shall be as fixed from time to time by the Board of Directors; provided, however, that any committee member who ceases to be a
member of the Board of Directors shall automatically cease to be a committee member.

Nothing herein shall be deemed to prevent the Board of Directors from appointing one or more committees consisting in whole or in part of persons who are not
directors of the Corporation; provided, however, that no such committee shall have or may exercise any authority of the Board of Directors.
ARTICLE IV
BOOKS AND RECORDS
The Board of Directors shall cause to be kept a record containing the minutes of the proceedings of the meetings of the Board of Directors and of the
stockholders, appropriate stock books and registers and such books of records and accounts as may be necessary for the proper conduct of the business of the
Corporation. Unless otherwise required by the laws of Delaware, the books and records of the Corporation may be kept at the principal office of the Corporation,
or at any other place or places inside or outside the State of Delaware, as the Board of Directors from time to time may designate.
ARTICLE V
OFFICERS
SECTION 5.1 Officers; Election or Appointment. The Board of Directors shall take such action as may be necessary from time to time to ensure that the
Corporation has such officers as are necessary, under Section 6.1 of these Bylaws and the DGCL as currently in effect or as the same may hereafter be amended,
to enable it to sign stock certificates. In addition, the Board of Directors at any time and from time to time may elect (a) one or more Chairmen of the Board
and/or one or more Vice Chairmen of the Board from among its members, (b) one or more Chief Executive Officers, one or more Chief Financial Officers, one or
more Presidents and/or one or more Chief Operating Officers, (c) one or more Vice Presidents or Executive Vice Presidents, one or more Treasurers and/or one or
more Secretaries and/or (d) one or more other officers, in each case if and to the extent the Board of Directors deems desirable. The Board of Directors may give
any officer such further designations or alternate titles as it considers desirable. In addition, the Board of Directors at any time and from time to time may
authorize the Chairman of the Board or the Chief Executive Officer of the Corporation to appoint one or more officers of the kind described in clauses (c) and
(d) above. Any number of offices may be held by the same person and directors may hold any office unless the Certificate of Incorporation or these Bylaws
otherwise provide.
SECTION 5.2 Term of Office; Resignation; Removal; Vacancies. Unless otherwise provided in the resolution of the Board of Directors electing or authorizing the
appointment of any officer, each officer shall hold office until his or her successor is elected or appointed and qualified or until his or her earlier resignation or
removal. Any officer may resign at any time upon written notice to the Board of Directors or to such person or persons as the Board of Directors may designate.
Such resignation shall take effect at the time specified therein, and unless otherwise specified therein no acceptance of such resignation shall be necessary to make
it effective. The Board of Directors may remove any officer with or without cause at any time. The Chairman of

the Board or the Chief Executive Officer authorized by the Board of Directors to appoint a person to hold an office of the Corporation may also remove such
person from such office with or without cause at any time, unless otherwise provided in the resolution of the Board providing such authorization. Any such
removal shall be without prejudice to the contractual rights of such officer, if any, with the Corporation, but the election or appointment of an officer shall not of
itself create contractual rights. Any vacancy occurring in any office of the Corporation by death, resignation, removal or otherwise may be filled by the Board of
Directors at any regular or special meeting or by the Chairman of the Board or the Chief Executive Officer authorized by the Board of Directors to appoint a
person to hold such office.
SECTION 5.3 Powers and Duties. The officers of the Corporation shall have such powers and duties in the management of the Corporation as shall be stated in
these Bylaws or in a resolution of the Board of Directors which is not inconsistent with these Bylaws and, to the extent not so stated, as generally pertain to their
respective offices, subject to the control of the Board of Directors and as are necessary to conduct customary management and operation of the Corporation. A
Secretary or such other officer appointed to do so by the Board of Directors shall have the duty to record the proceedings of the meetings of the stockholders, the
Board of Directors and any committees in a book to be kept for that purpose.
SECTION 5.4 Authority to Sell or Otherwise Dispose of Assets. The authorized officers of the Corporation are authorized to sell or otherwise dispose of assets or
other equipment, including, but not limited to, containers, in the ordinary course of business. Nothing contained herein shall be construed to permit the officers of
the Corporation to sell all or substantially all of the Corporation’s assets without the prior approval of the Board of Directors or to take any other action that is not
part of the Corporation’s ordinary course of business.
ARTICLE VI
STOCK CERTIFICATES
SECTION 6.1 Stock Certificates. The Board of Directors may authorize the issuance of stock either in certificated or in uncertificated form. If shares are issued in
uncertificated form, each stockholder shall be entitled upon written request to a stock certificate or certificates duly numbered, certifying the number and class of
shares in the Corporation owned by him and otherwise as specified in this Section 6.1. Each certificate for shares of stock shall be in such form as may be
prescribed by the Board of Directors and shall be signed in the name of the Corporation by (a) the Chairman of the Board, the Chief Executive Officer or a Vice
President, and (b) by the Secretary or an Assistant Secretary or the Treasurer or an Assistant Treasurer. Any or all of the signatures on a certificate may be a
facsimile. In case any officer, transfer agent or registrar who has signed or whose facsimile signature has been placed upon a certificate shall have ceased to be
such officer, transfer agent or registrar before such certificate is issued, it may be issued by the Corporation with the same effect as if he or she were such officer,
transfer agent or registrar at the date of issue. Each certificate will include any legends required by law or deemed necessary or advisable by the Board.
SECTION 6.2 Lost Certificates. No certificate for shares of stock in the Corporation shall be issued in place of any certificate alleged to have been lost, destroyed
or stolen, except on

production of such evidence of such loss, destruction or theft and on delivery to the Corporation of a bond of indemnity in such amount, upon such terms and
secured by such surety, as the Board of Directors or any financial officer of the Corporation may in its or his or her discretion require.
SECTION 6.3 Transfers of Stock. The shares of the stock of the Corporation shall be transferable on the books of the Corporation by the holder thereof in a
person or by his or her attorney upon surrender for cancellation of a certificate or certificates for at least the same number of shares, or other evidence of
ownership if no certificates shall have been issued, with an assignment and power of transfer endorsed thereon or attached thereto, duly executed, and with such
proof of the validity and authenticity of the signature as the Corporation or its agents may reasonably require.
ARTICLE VII
DEPOSITARIES AND CHECKS
Depositaries of the funds of the Corporation shall be designated by the Board of Directors; and all checks on such funds shall be signed by such officers or other
employees of the Corporation as the Board of Directors from time to time may designate.
ARTICLE VIII
WAIVER OF NOTICE
Any notice of a meeting required to be given by law, by the Certificate of Incorporation, or by these Bylaws may be waived by the person entitled thereto, either
before or after the time of such meeting stated in such notice. Neither the business to be transacted at, nor the purpose of, any annual or special meeting of the
stockholders or the Board of Directors or committee thereof need be specified in any waiver of notice of such meeting.
ARTICLE IX
AMENDMENT
These Bylaws may be altered, amended, or repealed at any meeting of the Board of Directors or of the stockholders, provided notice of the proposed change was
given in the notice of the meeting; provided, however, that, in the case of any alteration, amendment or repeal by the Board of Directors, the affirmative vote of a
majority of the Whole Board shall be required to alter, amend or repeal any provision of these Bylaws; and provided further, that, in addition to any vote of the
holders of any class or series of stock of the Corporation required by law or by the Certificate of Incorporation, in the case of any alteration, amendment or repeal
by the stockholders of any of the provisions of these Bylaws, the affirmative vote of the holders of not less than 662/3% of the voting power of all of the thenoutstanding shares of Voting Stock, considered for purposes of this Article IX as a single class, shall be required to alter, amend or repeal any such provision.

ARTICLE X
INDEMNIFICATION AND INSURANCE
SECTION 10.1 Right to Indemnification. Each person who was or is made a party or is threatened to be made a party to or is involved in any action, suit, claim or
proceeding, whether civil, criminal, administrative or investigative (hereinafter a “proceeding”), by reason of the fact that he or she or a person of whom he or she
is the legal representative is or was a director or officer of the Corporation or is or was serving at the request of the Corporation as a director, officer, employee or
agent of another corporation or of a partnership, joint venture, trust or other enterprise, including service with respect to employee benefit plans maintained or
sponsored by the Corporation, whether the basis of such proceeding is alleged action in an official capacity as a director, officer, employee or agent or in any
other capacity while serving as a director, officer, employee or agent, shall be indemnified and held harmless by the Corporation to the fullest extent authorized by
the DGCL as the same exists or may hereafter be amended (but, in the case of any such amendment, only to the extent that such amendment permits the
Corporation to provide broader indemnification rights than said law permitted the Corporation to provide prior to such amendment), against all expense, liability
and loss (including attorneys’ fees, judgments, fines, Employee Retirement Income Security Act of 1974 excise taxes or penalties and amounts paid or to be paid
in settlement) reasonably incurred or suffered by such person in connection therewith and such indemnification shall continue as to a person who has ceased to be
a director, officer, employee or agent and shall inure to the benefit of his or her heirs, executors and administrators; provided, however, that except as provided in
Section 10.4 of this Article X, the Corporation shall indemnify any such person seeking indemnification in connection with a proceeding (or part thereof) initiated
by such person only if such proceeding (or part thereof) was authorized by the Board of Directors.
SECTION 10.2 Advancement of Expenses. The right to indemnification conferred in this Article X shall be a contract right and shall include the right to be paid
by the Corporation the expenses incurred in defending any such proceeding in advance of its final disposition, such advances to be paid by the Corporation within
twenty (20) days after receipt by the Corporation of a written statement or statements from the claimant requesting such advance or advances; provided, however,
that if the DGCL requires, the payment of such expenses incurred by a director or officer in his or her capacity as a director or officer (and not in any other
capacity in which service was or is rendered by such person while a director or officer, including, without limitation, service to an employee benefit plan) in
advance of the final disposition of a proceeding, shall be made only upon delivery to the Corporation of an undertaking by or on behalf of such director or officer,
to repay all amounts so advanced if it shall ultimately be determined that such director or officer is not entitled to be indemnified under this Article X or
otherwise.
SECTION 10.3 Obtaining Indemnification. To obtain indemnification under this Article X, a claimant shall submit to the Corporation a written request, including
therein or therewith such documentation and information as is reasonably available to the claimant and is reasonably necessary to determine whether and to what
extent the claimant is entitled to indemnification. Upon written request by a claimant for indemnification pursuant to the first sentence of this Section 10.3, a
determination, if required by applicable law, with respect to the claimant’s entitlement thereto shall be made as follows: (1) if requested by the claimant, by
Independent Counsel (as hereinafter defined), or (2) if no request is made by the claimant for a determination by Independent Counsel, (i) by the Board of
Directors by a majority vote of a quorum consisting

of Disinterested Directors (as hereinafter defined), or (ii) if a quorum of the Board of Directors consisting of Disinterested Directors is not obtainable or, even if
obtainable, such quorum of Disinterested Directors so directs, by Independent Counsel in a written opinion to the Board of Directors, a copy of which shall be
delivered to the claimant, or (iii) if a quorum of Disinterested Directors so directs, by the stockholders of the Corporation. In the event the determination of
entitlement to indemnification is to be made by Independent Counsel at the request of the claimant, the Independent Counsel shall be selected by the Board of
Directors unless there shall have occurred within two years prior to the date of the commencement of the action, suit or proceeding for which indemnification is
claimed a Change in Control (as defined below), in which case the Independent Counsel shall be selected by the claimant unless the claimant shall request that
such selection be made by the Board of Directors. If it is so determined that the claimant is entitled to indemnification, payment to the claimant shall be made
within thirty (30) days after such determination. If a claimant is successful, in whole or in part, in any suit brought against the Corporation to recover the unpaid
amount of any written claim to indemnification, the claimant shall be entitled to be paid also the expense of prosecuting such claim.
SECTION 10.4 Right of Claimant to Bring Suit. If a claim under Section 10.1 of this Article X is not paid in full by the Corporation within thirty (30) days after a
written claim pursuant to Section 10.3 of this Article X has been received by the Corporation, the claimant may at any time thereafter bring suit against the
Corporation to recover the unpaid amount of the claim and, if successful in whole or in part, the claimant shall be entitled to be paid also the expense of
prosecuting such claim. It shall be a defense to any such action (other than an action brought to enforce a claim for expenses incurred in defending any proceeding
in advance of its final disposition where the required undertaking, if any is required, has been tendered to the Corporation) that the claimant has not met the
standard of conduct which makes it permissible under the DGCL for the Corporation to indemnify the claimant for the amount claimed, but the burden of proving
such defense shall be on the Corporation. Neither the failure of the Corporation (including its Board of Directors, Independent Counsel or stockholders) to have
made a determination prior to the commencement of such action that indemnification of the claimant is proper in the circumstances because he or she has met the
applicable standard of conduct set forth in the DGCL, nor an actual determination by the Corporation (including its Board of Directors, Independent Counsel or
stockholders) that the claimant has not met such applicable standard of conduct, shall be a defense to the action or create a presumption that the claimant has not
met the applicable standard of conduct.
SECTION 10.5 Corporation’s Obligation to Indemnify. If a determination shall have been made pursuant to Section 10.3 of this Article X that the claimant is
entitled to indemnification, the Corporation shall be bound by such determination in any judicial proceeding commenced pursuant to Section 10.4 of this Article
X.
SECTION 10.6 Preclusion from Challenging Article X. The Corporation shall be precluded from asserting in any judicial proceeding commenced pursuant to
Section 10.4 of this Article X that the procedures and presumptions of this Article X are not valid, binding and enforceable and shall stipulate in such proceeding
that the Corporation is bound by all the provisions of this Article X.

For purposes of this Article X:
(a) “Change in Control” shall be deemed to occur only if a majority of the members of the Board of Directors shall not be (i) individuals elected as
directors of the Corporation for whose election proxies shall have been solicited by the Board of Directors of the Corporation or (ii) individuals elected or
appointed by the Board of Directors of the Corporation to fill vacancies on the Board of Directors caused by death or resignation (but not by removal) or to fill
newly created directorships.
(b) “Disinterested Director” means a director of the Corporation who is not and was not a party to the matter in respect of which indemnification is sought
by the claimant.
(c) “Independent Counsel” means a law firm, a member of a law firm, or an independent practitioner, that is experienced in matters of corporation law and
shall include any person who, under the applicable standards of professional conduct then prevailing, would not have a conflict of interest in representing either
the Corporation or the claimant in an action to determine the claimant’s rights under this Article X.
SECTION 10.7 Non-exclusivity of Rights. The right to indemnification and the payment of expenses incurred in defending a proceeding in advance of its final
disposition conferred in this Article X shall not be exclusive of any other right which any person may have or hereafter acquire under any statute, provision of the
Certificate of Incorporation, Bylaws, agreement, vote of stockholders or otherwise. No repeal or modification of this Article X shall in any way diminish or
adversely affect the rights of any director, officer, employee or agent of the Corporation hereunder in respect of any occurrence or matter arising prior to any such
repeal or modification.
SECTION 10.8 Insurance. The Corporation may maintain insurance, at its expense, to protect itself and any director, officer, employee or agent of the
Corporation or another corporation, partnership, joint venture, trust or other enterprise against any expense, liability or loss, whether or not the Corporation would
have the power to indemnify such person against such expense, liability or loss under the DGCL. To the extent that the Corporation maintains any policy or
policies providing such insurance, each such director or officer, and each such agent or employee to which rights to indemnification have been granted as
provided in Section 10.9 of this Article X, shall be covered by such policy or policies in accordance with its or their terms to the maximum extent of the coverage
thereunder for any such director, officer, employee or agent.
SECTION 10.9 Other Employees and Agents. The Corporation may, to the extent authorized from time to time by the Board of Directors, grant rights to
indemnification, and rights to be paid by the Corporation the expenses incurred in defending any proceeding in advance of its final disposition, to any employee
or agent or class of employees or agents of the Corporation (including the heirs, executors, administrators or estate of each such person) to the fullest extent of the
provisions of this Article X with respect to the indemnification and advancement of expenses of directors and officers of the Corporation.

SECTION 10.10 Validity of Article X. If any provision or provisions of this Article X shall be held to be invalid, illegal or unenforceable for any reason
whatsoever: (a) the validity, legality and enforceability of the remaining provisions of this Article X (including, without limitation, each portion of any paragraph
of this Article X containing any such provision held to be invalid, illegal or unenforceable, that is not itself held to be invalid, illegal or unenforceable) shall not in
any way be affected or impaired thereby; and (b) to the fullest extent possible, the provisions of this Article X (including, without limitation, each such portion of
any paragraph of this Article X containing any such provision held to be invalid, illegal or unenforceable) shall be construed so as to give effect to the intent
manifested by the provision held invalid, illegal or unenforceable.
ARTICLE XI
MISCELLANEOUS PROVISIONS
SECTION 11.1 Fiscal Year. The fiscal year of the Corporation shall begin on the first (1st) day of January and end on the thirty-first (31st) day of December of
each year.
SECTION 11.2 Dividends. The Board of Directors may from time to time declare, and the Corporation may pay, dividends on its outstanding shares in the
manner and upon the terms and conditions provided by law and the Certificate of Incorporation.
****
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Executed as of February 2, 2007.
/s/ Masaaki Nishibori
Masaaki Nishibori
Secretary

Exhibit 23.1
Consent of Independent Registered Public Accounting Firm
The Board of Directors
CAI International, Inc.:
We consent to the use of our report included herein and to the reference to our firm under the heading “Experts” in the prospectus.
Our report dated April 23, 2007 contains an explanatory paragraph that effective October 1, 2006, CAI International, Inc. repurchased 50% of its
outstanding common stock. The repurchase of stock has been accounted for as a step acquisition and the change in basis has been pushed down to CAI
International, Inc.’s consolidated financial statements. As a result of the repurchase of shares, the consolidated financial information for periods after the
repurchase is presented on a different basis than that for the periods before the acquisition and, therefore, is not comparable.
Our report refers to a change in accounting policy. As discussed in Note 2 (n) to the consolidated financial statements, the Company changed the manner in
which it accounts for maintenance expense.
/s/ KPMG LLP
San Francisco, California
May 10, 2007

Bruce M. McNamara
PHONE:

(650) 838-4393

FAX:

(650) 838-4593

EMAIL:

BMcnamara@perkinscoie.com

May 10, 2007
Ms. Pamela Long
Assistant Director
Securities and Exchange Commission
Division of Corporation Finance
100 “F” Street N.E.
Washington, D.C. 20549
Re:

CAI International, Inc.
Pre-effective Amendment 4 to Registration Statement on Form S-1
Filed May 10, 2007
File No. 333-140496

Dear Ms. Long:
This letter sets forth the responses of CAI International, Inc. (the “Company”) to the Staff’s comments relating to the Company’s registration statement on
Form S-1 (the “Registration Statement”), contained in your letter dated May 7, 2007 (the “Comment Letter”). The responses are numbered to correspond to the
numbers of the comments in the Comment Letter. The disclosure described herein is contained in pre-effective Amendment No. 4 to the Registration Statement
(“Amendment No. 4”), filed on the date hereof, copies of which are enclosed for your convenience.
The Company currently anticipates that it will request acceleration of the effectiveness of the Registration Statement for May 15, 2007 at 1:00 p.m. Eastern
time with the intention of commencing its initial public offering as soon as practicable thereafter. Accordingly, we would appreciate receiving any comments you
have on the this letter and Amendment No. 4 as quickly as possible so that the Company will have time to respond to any additional comments of the Staff and
continue to meet its desired schedule.

Ms. Pamela Long
Securities and Exchange Commission
Re: CAI Form S-1, SEC File No. 333-140496
May 10, 2007

Page 2

Dilution, Page 34
Comment No. 1
We note that the second table excludes 36,876 shares of restricted stock and 546,120 shares of common stock issuable upon the exercise of warrants that
CAI intends to grant under its 2007 equity incentive plan upon this offering’s pricing. If directors, officers, promoters, and affiliated persons “have the right to
acquire” the securities, CAI is required to include them in the comparative table. See Item 506 of Regulation S-K. We note that the securities are included in the
table on page 104. Please revise or advise.
Response to Comment 1
The Company has revised the disclosure in the tables included under “Dilution” to include the restricted stock grants that the Company intends to make
concurrently with the offering. The Company has not included the 546,120 shares of common stock issuable upon exercise of the stock options that the Company
intends to grant under its 2007 equity incentive plan concurrent with this offering because each of the stock options is subject to vesting conditions which require
that the recipient of the option continue providing services to the Company for at least one year following the grant of the option before the option can be
exercised. Accordingly, the Company concluded that the recipients of these options will not have the “right to acquire” these securities at the time of the offering
and that such shares of common stock should not be included in the tables pursuant to Item 506 of
Regulation S-K.
Unaudited Pro Forma Financial Information, Page 40
Comment No. 2
We do not see where you have provided an adjustment to give effect to the compensation expense that will be associated with stock options and stock
grants that CAI intends to make in connection with the offering. We refer you to your response to comment 9 in your letter dated March 21, 2007. Please revise
your pro formas. Also address the need to revise footnote 7 to your pro forma statement of operations as it relates to diluted earnings per share.
Response to Comment 2
The Company has revised the disclosure in the Unaudited Pro Forma Financial Information to give effect to the assumed compensation expense that will be
associated with the stock option and restricted stock grants and cash bonuses that the Company intends to make concurrently with the offering. The Company has
revised footnote 7 (now renumbered as footnote 8) to the Unaudited Pro Forma Condensed Consolidated Statement of Income for the Year Ended December 31,
2006 and footnote 4 (now renumbered footnote 5) to the Unaudited Pro Forma Condensed Consolidated Statement of Income for the Three Months Ended
March 31, 2007 to address the impact of these stock option and restricted stock grants and cash bonuses on diluted earnings per share. The Company will file an
issuer free writing prospectus summarizing the effect of these changes.

Ms. Pamela Long
Securities and Exchange Commission
Re: CAI Form S-1, SEC File No. 333-140496
May 10, 2007
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Business, Page 79
Comment No. 3
Please revise to disclose your relationship with P&R Equipment & Finance Corp. We note disclosures about your management agreements and the
revenues that you receive from P&R Equipment & Finance Corp., but we do not see where you describe in detail your relationship with P&R Equipment &
Finance Corp. It appears that this relationship is material to your business. For guidance, please consider Item 101(c)(1)(vii) of Regulation S-K.
Response to Comment 3
The Company has revised its disclosure in “Business—Our Operations—Customer Concentration” to disclose that the Company has had an arms-length
contractual relationship with P&R Equipment & Financing Corp. since 1993. The Company supplementally advises the Staff that the Company has no other
relationships with P&R Equipment & Financing Corp. other than its relationship as a manager of containers for it.
Board of Directors, Page 90
Comment No. 4
List the ages of all persons nominated or chosen to become directors. See Item 401(a) of Regulation S-K.
Response to Comment 4
The Company has revised the disclosure to include the ages of the persons nominated or chosen to become directors.
Exhibit Index
Comment No. 5
Revise the description of exhibit 5.1 to indicate that CAI has filed an executed opinion.

Ms. Pamela Long
Securities and Exchange Commission
Re: CAI Form S-1, SEC File No. 333-140496
May 10, 2007
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Response to Comment 5
The Company has revised the description of Exhibit 5.1 to indicate that is has filed an executed opinion.
Comment No. 6
For an exhibit such as exhibits 10.11 and 10.12 subject to a confidential treatment application, indicate by footnote or otherwise that the confidential
material has been omitted and filed separately with the Commission. See Rule 406(b) of Regulation C under the Securities Act and section II.D.5 of our staff legal
bulletin 1 that is available on the Commission’s website at http://www.sec.gov.
Response to Comment 6
The Company has revised the exhibit index to include disclosure that the confidential material redacted from Exhibits 10.11 and 10.12 has been omitted
and filed separately with the Commission.
Exhibit 10.13
Comment No. 7
As noted previously, absent an order granting confidential treatment, Item 601(b)(10) of Regulation S-B requires the filing of material contracts, including
attachments, in their entirety. We note that CAI did not file exhibits C and D to exhibit 10.13, exhibits A, B, and C to exhibit A of exhibit E to exhibit 10.13, or
exhibit B of exhibit E to exhibit 10.13. If any exhibit is the same document as another exhibit filed with the registration statement, so indicate by providing a
cross reference to the other exhibit. For example, it appears that exhibit D to exhibit 10.13 and exhibit C to exhibit A of exhibit E to exhibit 10.13 may be the
same document filed as exhibit 10.14 to the registration statement. Alternatively, file the omitted exhibits as exhibits to exhibit 10.13.
Response to Comment 7
The Company supplementally advises the Staff that all of the exhibits to Exhibits 10.13 were previously filed as part of Amendment No. 3 to the
Registration Statement.

Ms. Pamela Long
Securities and Exchange Commission
Re: CAI Form S-1, SEC File No. 333-140496
May 10, 2007
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The Company has provided cross-references within Exhibit 10.13 to indicate the location of each of the exhibits to Exhibit 10.13.
As noted above, the Company currently intends to request acceleration of the registration statement to become effective on May 15, 2007 at 1:00 p.m.
Eastern time. Accordingly, we would like to schedule a call with the Staff for Friday afternoon to discuss any additional comments of the Staff with respect to
Amendment No. 4. If you have any further comments or questions regarding this letter or Amendment No. 4, please contact me at (650) 838-4393 or Ed Wes at
(650) 838-4302.
Very truly yours,
/s/ Bruce M. McNamara
Bruce M. McNamara
Enclosures
cc:

CAI International, Inc.
Piper Jaffray & Co.
William Blair & Company, L.L.C.
Jefferies & Company, Inc.
Davis Polk & Wardwell
KPMG LLP

