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FORWARD LOOKING STATEMENTS

Statements contained in this Quarterly Report on Form 10-Q (this Form 10-Q ) which are not historical facts are
forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended.
All statements, other than statements of historical facts, regarding McGrath RentCorp s (the Company s )
business strategy, future operations, financial position, estimated revenues or losses, projected costs, prospects, plans
and objectives are forward-looking statements. These forward-looking statements appear in a number of places and
can be identified by the use of forward-looking terminology such as may, will,  should, expect, plan,

anticipate,  believe,  estimate, predict, future, intend, hopes or certain or the negative of these
terms or other variations or comparable terminology.

Management cautions that forward-looking statements are not guarantees of future performance and are subject to
risks and uncertainties that could cause our actual results to differ materially from those projected in such
forward-looking statements. Further, our future business, financial condition and results of operations could differ
materially from those anticipated by such forward-looking statements and are subject to risks and uncertainties as set
forth under Risk Factors in this form 10-Q.

Forward-looking statements are made only as of the date of this Form 10-Q and are based on management s
reasonable assumptions, however these assumptions can be wrong or affected by known or unknown risks and
uncertainties. No forward-looking statement can be guaranteed and subsequent facts or circumstances may
contradict, obviate, undermine or otherwise fail to support or substantiate such statements. Readers should not place
undue reliance on these forward-looking statements and are cautioned that any such forward-looking statements are
not guarantees of future performance. Except as otherwise required by law, we are under no duty to update any of the
forward-looking statements after the date of this Form 10-Q to conform such statements to actual results or to
changes in our expectations.
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Board of Directors and Shareholders
McGrath RentCorp

We have reviewed the accompanying condensed consolidated balance sheet of McGrath RentCorp and subsidiaries
(the Company ) as of September 30, 2013, and the related condensed consolidated statements of income for the
three-month and nine-month periods ended September 30, 2013 and 2012, and cash flows for the nine-month periods
ended September 30, 2013 and 2012. These interim financial statements are the responsibility of the Company s
management.

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board
(United States). A review of interim financial information consists principally of applying analytical procedures and
making inquiries of persons responsible for financial and accounting matters. It is substantially less in scope than an
audit conducted in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the objective of which is the expression of an opinion regarding the financial statements taken as a

whole. Accordingly, we do not express such an opinion.

Based on our reviews, we are not aware of any material modifications that should be made to the condensed
consolidated interim financial statements referred to above for them to be in conformity with accounting principles
generally accepted in the United States of America.

We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheet of the Company as of December 31, 2012, and the related consolidated
statements of income, shareholders equity, and cash flows for the year then ended (not presented herein); and we
expressed an unqualified opinion on those consolidated financial statements in our report dated February 22, 2013. In
our opinion, the information set forth in the accompanying condensed consolidated balance sheet as of December 31,
2012, is fairly stated, in all material respects, in relation to the consolidated balance sheet from which it has been
derived.

/s/ Grant Thornton LLP
San Jose, California
October 30, 2013
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share amounts)
REVENUES

Rental

Rental Related Services

Rental Operations
Sales
Other

Total Revenues

COSTS AND EXPENSES
Direct Costs of Rental Operations
Depreciation of Rental Equipment
Rental Related Services

Other

Total Direct Costs of Rental Operations
Costs of Sales

Total Costs of Revenues

Gross Profit
Selling and Administrative Expenses

Income from Operations
Interest Expense

Income Before Provision for Income Taxes
Provision for Income Taxes

Net Income

Earnings Per Share:

Basic

Diluted

Shares Used in Per Share Calculation:
Basic

Diluted

McGRATH RENTCORP

(UNAUDITED)

Three Months
Ended
September 30,
2013 2012
$ 65941 $63,418

15,858 13,010
81,799 76,428
26,515 22,382
546 620
108,860 99,430
17,233 16,163
11,278 10,252
16,361 12,698
44,872 39,113
18,778 16,677
63,650 55,790
45,210 43,640
22,383 20,848
22,827 22,792
2,148 2,312
20,679 20,480
8,106 8,029

$ 12,573  $12,451
$ 049 $ 050
$ 048 $ 050
25,649 24,785
26,095 25,106

Nine Months Ended
September 30,
2013 2012
$189,585 $183,327

39,364 34,703
228,949 218,030
54,186 42,318
1,571 1,776
284,706 262,124
50,461 47,236
29,591 27,816
42,202 33,856
122,254 108,908
38,098 28,961
160,352 137,869
124,354 124,255
65,813 63,372
58,541 60,883
6,508 6,867
52,033 54,016
20,397 21,175

$ 31,636 $ 32,841
$ 125 § 133
$ 123 § 131
25,338 24,730
25,787 25,133
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Cash Dividends Declared Per Share $ 0240 $ 0235 $ 0720 $ 0.705
The accompanying notes are an integral part of these condensed consolidated financial statements
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MCGRATH RENTCORP

CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands)
ASSETS
Cash

Accounts Receivable, net of allowance for doubtful accounts of $2,001 in 2013

and $3,000 in 2012

Rental Equipment, at cost:
Relocatable Modular Buildings
Electronic Test Equipment

(UNAUDITED)

Liquid and Solid Containment Tanks and Boxes

Less Accumulated Depreciation
Rental Equipment, net

Property, Plant and Equipment, net
Prepaid Expenses and Other Assets
Intangible Assets, net

Goodwill

Total Assets

LIABILITIES AND SHAREHOLDERS _EQUITY
Liabilities:

Notes Payable

Accounts Payable and Accrued Liabilities
Deferred Income

Deferred Income Taxes, net

Total Liabilities
Shareholders Equity:

Common Stock, no par value -
Authorized 40,000 shares

Issued and Outstanding 25,686 shares in 2013 and 24,931 shares in 2012

Retained Earnings
Total Shareholders Equity

Total Liabilities and Shareholders Equity

September 30,
2013

$ 651
92,819
577,898
270,164
277,972

1,126,034
(372,224)

753,810
102,977
20,610
10,868
27,700

$ 1,009,435

$ 280,902
68,811

27,143
236,885

613,741

103,239
292,455

395,694

$ 1,009,435

December 31,
2012

$ 1,612
92,256
551,101
266,934
254,810

1,072,845
(353,992)

718,853
101,031
19,507
11,487
27,700

$ 972,446

$ 302,000
52,220
26,924

226,564

607,708

85,342
279,396

364,738

$ 972,446
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The accompanying notes are an integral part of these condensed consolidated financial statements
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MCGRATH RENTCORP

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

(in thousands)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income

Adjustments to Reconcile Net Income to Net Cash Provided by Operating Activities:

Depreciation and Amortization

Provision for Doubtful Accounts
Non-Cash Share-Based Compensation
Gain on Sale of Used Rental Equipment
Change In:

Accounts Receivable

Prepaid Expenses and Other Assets
Accounts Payable and Accrued Liabilities
Deferred Income

Deferred Income Taxes

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of Rental Equipment

Purchase of Property, Plant and Equipment

Proceeds from Sale of Used Rental Equipment

Net Cash Used in Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Net Borrowings (Repayments) Under Bank Lines of Credit

Proceeds from the Exercise of Stock Options

Excess Tax Benefit from Exercise and Disqualifying Disposition of Stock Options
Payment of Dividends

Net Cash Provided by (Used in) Financing Activities

Net Decrease in Cash
Cash Balance, beginning of period

Cash Balance, end of period
Interest Paid, during the period

Net Income Taxes Paid, during the period

Nine Months Ended
September 30,
2013 2012
$ 31,636 $ 32,841
57,097 53,665
1,347 1,775
3,382 3,154
(9,928) (9,381)
(1,910) (10,152)
(1,103) (10,729)
8,855 3,580
219 10,575
10,321 15,680
99,916 91,008
(93,448) (106,219)
(7,962) (11,025)
25,374 20,556
(76,036) (96,688)
(21,098) 17,693
13,170 3,572
1,345 844
(18,258) (17,296)
(24,841) 4,813
(961) (867)
1,612 1,229
$ 651 $ 362
$ 5,607 $ 5,854
$ 7,930 $ 4,633
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Dividends Accrued, during the period, not yet paid $ 6,370
Rental Equipment Acquisitions, not yet paid $ 7,367

The accompanying notes are an integral part of these condensed consolidated financial statements

$
$

6,156

6,868

10
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McGRATH RENTCORP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2013
NOTE 1. CONDENSED CONSOLIDATED FINANCIAL INFORMATION

The condensed consolidated financial statements for the three and nine months ended September 30, 2013 and 2012
have not been audited, but in the opinion of management, all adjustments (consisting of normal recurring accruals,
consolidating and eliminating entries) necessary for the fair presentation of the consolidated financial positions, results
of operations and cash flows of McGrath RentCorp (the Company ) have been made. The accompanying unaudited
condensed consolidated financial statements have been prepared pursuant to the rules and regulations of the Securities
and Exchange Commission (the SEC ). Certain information and note disclosures normally included in annual financial
statements prepared in accordance with accounting principles generally accepted in the United States of America

( GAAP ) have been condensed or omitted pursuant to those rules and regulations. The consolidated results for the nine
months ended September 30, 2013 should not be considered as necessarily indicative of the consolidated results for

the entire fiscal year. These condensed consolidated financial statements should be read in conjunction with the

financial statements and notes thereto included in the Company s latest Annual Report on Form 10-K filed with the
SEC on February 22, 2013 for the year ended December 31, 2012 (the 2012 Annual Report ).

Comprehensive income is equivalent to net income for all periods presented.
NOTE 2. EARNINGS PER SHARE

Basic earnings per share ( EPS ) is computed as net income divided by the weighted-average number of shares of
common stock outstanding for the period. Diluted EPS is computed assuming conversion of all potentially dilutive
securities including the dilutive effect of stock options, unvested restricted stock awards and other potentially dilutive
securities. The table below presents the weighted-average number of shares of common stock used to calculate basic
and diluted earnings per share:

Three Months Ended Nine Months Ended

September 30, September 30,
(in thousands) 2013 2012 2013 2012
Weighted-average number of shares of common stock for calculating
basic earnings per share 25,649 24,785 25,338 24,730
Effect of potentially dilutive securities from equity-based
compensation 446 321 449 403
Weighted-average number of shares of common stock for calculating
diluted earnings per share 26,095 25,106 25,787 25,133

The following securities were not included in the computation of diluted earnings per share as their effect would have
been anti-dilutive:

11
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Three Months Ended Nine Months Ended

September 30, September 30,
(in thousands) 2013 2012 2013 2012
Options to purchase shares of common stock 1,203 41 1,049

12
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NOTE 3. RELATED PARTY TRANSACTIONS

The Company acquired liquid and solid containment tanks totaling $4.4 million and $10.3 million during the three
months ended September 30, 2013 and 2012, respectively, and $13.6 million and $32.1 million during the nine
months ended September 30, 2013 and 2012, respectively, from Sabre Manufacturing, LLC ( Sabre ), which was
controlled by the President of Adler Tank Rentals, LLC, a wholly-owned subsidiary of the Company, until August 16,
2013 when Sabre was sold to an unrelated party. In addition, the Company received certain support services from
Sabre, which were insignificant in the three and nine months ended September 30, 2013 and 2012. Amounts due to
Sabre at September 30, 2013 and 2012 were $0.4 million and $1.0 million, respectively.

NOTE 4. INTANGIBLE ASSETS

Intangible assets consist of the following:

(dollar amounts in thousands) Estimated September 30, December 31,
Useful
Life
In Years 2013 2012

Trade Name Indefinite $ 5,700 $ 5,700
Customer Relationships 11 9,100 9,100

14,800 14,800
Less Accumulated Amortization (3,932) (3,313)

$ 10,868 $ 11487
The Company assesses potential impairment of its goodwill and intangible assets when there is evidence that events or
circumstances have occurred that would indicate the recovery of an asset s carrying value is unlikely. The Company
also assesses potential impairment of its goodwill and identifiable indefinite-lived intangible assets on an annual basis
regardless of whether there is evidence of impairment. If indicators of impairment were to be present in intangible
assets used in operations and future discounted cash flows were not expected to be sufficient to recover the assets
carrying amount, an impairment loss would be charged to expense in the period identified. The amount of an
impairment loss that would be recognized is the excess of the asset s carrying value over its fair value. Factors the
Company considers important, which may cause impairment include, among others, significant changes in the manner
of use of the acquired asset, negative industry or economic trends, and significant underperformance relative to
historical or projected operating results.

The Company typically conducts its annual impairment analysis in the fourth quarter of its fiscal year. The
impairment analysis did not result in an impairment charge for the fiscal year ended December 31, 2012. Determining
the fair value of a reporting unit requires judgment and involves the use of significant estimates and assumptions. The
Company based its fair value estimates on assumptions that it believes are reasonable but are uncertain and subject to
changes in market conditions.

Intangible assets with finite useful lives are amortized over their respective useful lives. Based on the carrying values
at September 30, 2013 and assuming no subsequent impairment of the underlying assets, the amortization expense is
expected to be $0.2 million for the remainder of fiscal year 2013 and $0.8 million in each of the fiscal years 2014
through 2018.

13



Edgar Filing: MCGRATH RENTCORP - Form 10-Q
8

14



Edgar Filing: MCGRATH RENTCORP - Form 10-Q

NOTE 5. SEGMENT REPORTING

The Company s four reportable segments are (1) its modular building rental division ( Mobile Modular ); (2) its
electronic test equipment rental division ( TRS-RenTelco ); (3) its containment solutions for the storage of hazardous
and non-hazardous liquids and solids division ( Adler Tanks ); and (4) its classroom manufacturing division selling
modular buildings used primarily as classrooms in California ( Enviroplex ). The operations of each of these segments
are described in Part I Item 1, Business, and the accounting policies of the segments are described in Note 2
Significant Accounting Policies in the Company s annual report on Form 10-K for the year ended December 31, 2012.
Management focuses on several key measures to evaluate and assess each segment s performance, including rental
revenue growth, gross profit, income from operations and income before provision for income taxes. Excluding

interest expense, allocations of revenue and expense not directly associated with one of these segments are generally
allocated to Mobile Modular, TRS-RenTelco and Adler Tanks based on their pro-rata share of direct revenues. Interest
expense is allocated among Mobile Modular, TRS-RenTelco and Adler Tanks based on their pro-rata share of average
rental equipment at cost, intangible assets, accounts receivable, deferred income and customer security deposits. The
Company does not report total assets by business segment. Summarized financial information for the nine months
ended September 30, 2013 and 2012 for the Company s reportable segments is shown in the following table:

Mobile TRS-
(dollar amounts in thousands) Modular RenTelco Adler Tanks Enviroplex ! Consolidated
Nine Months Ended September 30,
2013
Rental Revenues $ 60,367 $ 75,897 $ 53,321 $ $ 189,585
Rental Related Services Revenues 21,009 2,285 16,070 39,364
Sales and Other Revenues 16,806 21,516 1,509 15,926 55,757
Total Revenues 98,182 99,698 70,900 15,926 284,706
Depreciation of Rental Equipment 10,740 29,538 10,183 50,461
Gross Profit 34,881 46,225 39,442 3,806 124,354
Selling and Administrative Expenses 26,809 18,123 18,475 2,406 65,813
Income from Operations 8,072 28,102 20,967 1,400 58,541
Interest Expense (Income) Allocation 3,238 1,619 1,799 (148) 6,508
Income before Provision for Income Taxes 4,834 26,483 19,168 1,548 52,033
Rental Equipment Acquisitions 36,463 40,444 24,504 101,411
Accounts Receivable, net (period end) 41,818 24,454 23,792 2,755 92,819
Rental Equipment, at cost (period end) 577,898 270,164 277,972 1,126,034
Rental Equipment, net book value (period
end) 404,045 110,657 239,108 753,810
Utilization (period end) 2 70.4% 62.3% 64.6%
Average Utilization 2 67.6% 63.3% 65.7%
2012
Rental Revenues $ 59,414 $ 74,796 $ 49,117 $ $ 183,327
Rental Related Services Revenues 19,427 2,831 12,445 34,703
Sales and Other Revenues 10,294 17,401 2,493 13,906 44,094
Total Revenues 89,135 95,028 64,055 13,906 262,124
Depreciation of Rental Equipment 10,437 28,280 8,519 47,236
Gross Profit 37,659 45,202 38,552 2,842 124,255
Selling and Administrative Expenses 25,317 19,315 15,347 3,393 63,372
Income (Loss) from Operations 12,342 25,887 23,205 (551) 60,883
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Interest Expense (Income) Allocation 3,432 1,800 1,734 (99) 6,867
Income (Loss) before Provision for

Income Taxes 8,910 24,087 21,471 (452) 54,016
Rental Equipment Acquisitions 16,787 41,082 47,288 105,157
Accounts Receivable, net (period end) 46,939 22,278 23,036 8,795 101,048
Rental Equipment, at cost (period end) 549,225 274,300 246,228 1,069,753
Rental Equipment, net book value (period

end) 385,430 113,574 220,632 719,636
Utilization (period end) 2 66.6% 64.2% 69.4%

Average Utilization 2 66.3% 65.8% 72.0%

1. Gross Enviroplex sales revenues were $15,930 and $14,320 for the nine months ended September 30, 2013 and
2012, respectively, which includes inter-segment sales to Mobile Modular of $4 and $414, respectively, which
have been eliminated in consolidation.

2. Utilization is calculated each month by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding accessory equipment and for Mobile Modular and Adler Tanks excluding new equipment
inventory. The Average Utilization for the period is calculated using the average costs of rental equipment.

No single customer accounted for more than 10% of total revenues for the nine months ended September 30, 2013 and

2012. Revenues from foreign country customers accounted for 6% and 10% of the Company s total revenues,

respectively, for the same periods.

16
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ITEM 2. MANAGEMENT S DISCUSSIOMND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Form 10-Q, including the following Management s Discussion and Analysis of Financial Condition and Results
of Operations ( MD&A ), contains forward-looking statements under federal securities laws. Forward-looking
statements are not guarantees of future performance and involve a number of risks and uncertainties. Our actual
results could differ materially from those indicated by forward-looking statements as a result of various factors. These
factors include, but are not limited to, those set forth under this Item, those discussed in Part Il Item 1A, Risk
Factors and elsewhere in this Form 10-Q and in our Annual Report on Form 10-K for the year ended December 31,
2012, as filed with the SEC on February 22, 2013 (the 2012 Annual Report ) and those that may be identified from
time to time in our reports and registration statements filed with the SEC.

This discussion should be read in conjunction with the Condensed Consolidated Financial Statements and related
Notes included in Part I Item 1 of this Form 10-Q and the Consolidated Financial Statements and related Notes and
the Management s Discussion and Analysis of Financial Condition and Results of Operations contained in our 2012
Annual Report. In preparing the following MD&A, we presume that readers have access to and have read the MD &A
in our 2012 Annual Report, pursuant to Instruction 2 to paragraph (b) of Item 303 of Regulation S-K. We undertake
no duty to update any of these forward-looking statements after the date of filing of this Form 10-Q to conform such
forward-looking statements to actual results or revised expectations, except as otherwise required by law.

General

The Company, incorporated in 1979, is a leading rental provider of relocatable modular buildings for classroom and
office space, electronic test equipment for general purpose and communications needs, and liquid and solid

containment tanks and boxes. The Company s primary emphasis is on equipment rentals. The Company is comprised
of four business segments: (1) its modular building rental division ( Mobile Modular ); (2) its electronic test equipment
rental division ( TRS-RenTelco ); (3) its containment solutions for the storage of hazardous and non-hazardous liquids
and solids division ( Adler Tanks ); and (4) its classroom manufacturing division selling modular buildings used
primarily as classrooms in California ( Enviroplex ).

The Mobile Modular segment includes the results of operations of Mobile Modular Portable Storage, which
represented less than 4% of the Company s total revenues in the nine months ended September 30, 2013. Mobile
Modular Portable Storage commenced operations in 2008 and offers portable storage units and high security portable
office units for rent, lease and purchase.

In the nine months ended September 30, 2013, Mobile Modular, TRS-RenTelco, Adler Tanks and Enviroplex
contributed 9%, 51%, 37% and 3% of the Company s income before provision for taxes (the equivalent of pretax
income ), respectively, compared to 16%, 45%, 40% and negative 1% for the same period in 2012. Although managed
as a separate business unit, Enviroplex s revenues, pretax income contribution and total assets are not significant
relative to the Company s consolidated financial position. Accordingly, we have not presented a separate discussion of
Enviroplex s results of operations in this MD&A.

The Company generates its revenues primarily from the rental of its equipment on operating leases and from sales of
equipment occurring in the normal course of business. The Company requires significant capital outlay to purchase its
rental inventory and recovers its investment through rental and sales revenues. Rental revenues and certain other

service revenues negotiated as part of lease agreements with customers and related costs are recognized on a

straight-line basis over the terms of the leases. Sales revenues and related costs are recognized upon delivery and
installation of the equipment to customers. Sales revenues are less predictable and can fluctuate from quarter to

quarter and year to year depending on customer demands and requirements. Generally, rental revenues recover the
equipment s capitalized cost in a short period of time relative to the equipment s potential rental life and when sold, sale
proceeds usually recover a high percentage of its capitalized cost.
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The Company s modular revenues (consisting of revenues from Mobile Modular, Mobile Modular Portable Storage
and Enviroplex) are derived from rentals and sales to education and commercial customers, with a majority of
revenues generated by education customers. Modular revenues are primarily affected by demand for classrooms,
which in turn is affected by shifting and fluctuating school populations, the levels of state funding to public schools,
the need for temporary classroom space during reconstruction of older schools and changes in

10
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policies regarding class size. As a result of any reduced funding, lower expenditures by these schools may result in
certain planned programs to increase the number of classrooms, such as those that the Company provides, to be
postponed or terminated. However, reduced expenditures may also result in schools reducing their long-term facility
construction projects in favor of using the Company s modular classroom solutions. At this time, the Company can
provide no assurances as to whether public schools will either reduce or increase their demand for the Company s
modular classrooms as a result of fluctuations in state funding of public schools. Looking forward, the Company
believes that any interruption in the passage of facility bonds or contraction of class size reduction programs by public
schools may have a material adverse effect on both rental and sales revenues of the Company. (For more information,
see Item 1. Business Relocatable Modular Buildings Classroom Rentals and Sales to Public Schools (K-12) in the
Company s 2012 Annual Report and Item IA. Risk Factors  Significant reductions of, or delays in, funding to public
schools have caused the demand and pricing for our modular classroom units to decline, which has in the past

caused, and may cause in the future, a reduction in our revenues and profitability in Part II ~Other Information of this
Form 10-Q.)

Revenues of TRS-RenTelco are derived from the rental and sale of general purpose, communications and
environmental test equipment to a broad range of companies, from Fortune 500 to middle and smaller market
companies primarily in the electronics, communications, aerospace and defense industries. Electronic test equipment
revenues are primarily affected by the business activity within these industries related to research and development,
manufacturing, and communication infrastructure installation and maintenance.

Revenues of Adler Tanks are derived from the rental and sale of fixed axle tanks ( tanks ) and vacuum containers,
dewatering containers and roll-off containers (collectively referred to as boxes ). These tanks and boxes are rented to a
broad range of industries and applications including oil and gas exploration and field services, refinery, chemical and
industrial plant maintenance, environmental remediation and field services, infrastructures, building construction,
marine services, pipeline construction and maintenance, tank terminals services, wastewater treatment, and waste
management and landfill services for the containment of hazardous and non-hazardous liquids and solids. The liquid

and solid containment tanks and boxes rental business was acquired through the acquisition of Adler Tank Rentals,

LLC on December 11, 2008.

The Company s rental operations include rental and rental related service revenues which comprised approximately
80% and 83% of consolidated revenues in the nine months ended September 30, 2013 and 2012, respectively. Of the
total rental operations revenues for the nine months ended September 30, 2013, Mobile Modular, TRS-RenTelco and
Adler Tanks comprised 36%, 34% and 30%, respectively, compared to 36%, 36% and 28%, respectively, in the same
period of 2012. The Company s direct costs of rental operations include depreciation of rental equipment, rental related
service costs, impairment of rental equipment (if any), and other direct costs of rental operations, which include direct
labor costs, supplies, repairs, insurance, property taxes, license fees, cost of sub-rentals and amortization of certain
lease costs.

The Company s Mobile Modular, TRS-RenTelco and Adler Tanks business segments sell modular units, electronic test
equipment and liquid and solid containment tanks and boxes, respectively, which are either new or previously rented.
In addition, Enviroplex sells new modular buildings used primarily as classrooms in California. For the nine months
ended September 30, 2013 and 2012, sales and other revenues of modular, electronic test equipment and liquid and
solid containment tanks and boxes comprised approximately 20% and 17%, respectively, of the Company s
consolidated revenues. Of the total sales and other revenues for the nine months ended September 30, 2013 and 2012,
Mobile Modular and Enviroplex together comprised 60% and 55%, respectively, and TRS-RenTelco comprised 38%
and 39%, respectively. Adler Tanks sales and other revenues for the nine months ended September 30, 2013 and 2012
were 2% and 6%, respectively, of the Company s total sales and other revenues. The Company s cost of sales includes
the carrying value of the equipment sold and the direct costs associated with the equipment sold, such as delivery,
installation, modifications and related site work.
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Selling and administrative expenses primarily include personnel and benefit costs, which include non-cash
stock-based compensation, depreciation and amortization, bad debt expense, advertising costs, and professional
service fees. The Company believes that sharing of common facilities, financing, senior management, and operating
and accounting systems by all of the Company s operations results in an efficient use of overhead. Historically, the
Company s operating margins have been impacted favorably to the extent its costs and expenses are leveraged over a
large installed customer base. However, there can be no assurance as to the Company s ability to maintain a large
installed customer base or ability to sustain its historical operating margins.

11
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Adjusted EBITDA

To supplement the Company s financial data presented on a basis consistent with accounting principles generally

accepted in the United States of America ( GAAP ), the Company presents Adjusted EBITDA , which is defined by the
Company as net income before interest expense, provision for income taxes, depreciation, amortization, and non-cash
share-based compensation. The Company presents Adjusted EBITDA as a financial measure as management believes

it provides useful information to investors regarding the Company s liquidity and financial condition and because
management, as well as the Company s lenders, use this measure in evaluating the performance of the Company.

Management uses Adjusted EBITDA as a supplement to GAAP measures to further evaluate period-to-period
operating performance, compliance with financial covenants in the Company s revolving lines of credit and senior
notes and the Company s ability to meet future capital expenditure and working capital requirements. Management
believes the exclusion of non-cash charges, including share-based compensation, is useful in measuring the Company s
cash available for operations and performance of the Company. Because management finds Adjusted EBITDA useful,
the Company believes its investors will also find Adjusted EBITDA useful in evaluating the Company s performance.

Adjusted EBITDA should not be considered in isolation or as a substitute for net income, cash flows, or other
consolidated income or cash flow data prepared in accordance with GAAP or as a measure of the Company s
profitability or liquidity. Adjusted EBITDA is not in accordance with or an alternative for GAAP, and may be
different from non-GAAP measures used by other companies. Unlike EBITDA, which may be used by other
companies or investors, Adjusted EBITDA does not include share-based compensation charges. The Company
believes that Adjusted EBITDA is of limited use in that it does not reflect all of the amounts associated with the
Company s results of operations as determined in accordance with GAAP and does not accurately reflect real cash
flow. In addition, other companies may not use Adjusted EBITDA or may use other non-GAAP measures, limiting the
usefulness of Adjusted EBITDA for purposes of comparison. The Company s presentation of Adjusted EBITDA
should not be construed as an inference that the Company will not incur expenses that are the same as or similar to the
adjustments in this presentation. Therefore, Adjusted EBITDA should only be used to evaluate the Company s results
of operations in conjunction with the corresponding GAAP measures. The Company compensates for the limitations
of Adjusted EBITDA by relying upon GAAP results to gain a complete picture of the Company s performance.
Because Adjusted EBITDA is a non-GAAP financial measure, as defined by the SEC, the Company includes in the
tables below reconciliations of Adjusted EBITDA to the most directly comparable financial measures calculated and
presented in accordance with GAAP.

Reconciliation of Net Income to Adjusted EBITDA

Three Months Ended Nine Months Ended Twelve Months Ended

(dollar amounts in thousands) September 30, September 30, September 30,
2013 2012 2013 2012 2013 2012

Net Income $12,573 $12451 $ 31,636 $ 32,841 $ 43572 $ 46,068
Provision for Income Taxes 8,106 8,029 20,397 21,175 27,312 29,179
Interest 2,148 2,312 6,508 6,867 8,790 8,986
Income from Operations 22,827 22,792 58,541 60,883 79,674 84,233
Depreciation and Amortization 19,452 18,326 57,097 53,665 75,908 71,314
Non-Cash Share-Based

Compensation 1,127 1,077 3,382 3,154 4,068 4,666
Adjusted EBITDA ! $43,406 $42,195 $119,020 $117,702 $159,650 $160,213
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Reconciliation of Adjusted EBITDA to Net Cash Provided by Operating Activities

Three Months Ended Nine Months Ended Twelve Months Ended

(dollar amounts in thousands) September 30, September 30, September 30,
2013 2012 2013 2012 2013 2012
Adjusted EBITDA ! $43,406 $ 42,195 $119,020 $117,702 $159,650 $160,213
Interest Paid (1,276) (1,238) (5,607) (5,854) (8,860) (9,025)
Net Income Taxes Paid (1,151) (1,417) (7,930) (4,633) (9,139) (5,849)

Gain on Sale of Used Rental Equipment (3,672) (3,413) (9,928) (9,381) (12,936) (12,112)
Change in certain assets and liabilities:

Accounts Receivable, net (5,533) (14,646) (563) (8,377) 7,399 (11,407)
Prepaid Expenses and Other Assets (935) (1,240) (1,103) (10,729) 7,288 (13,846)
Accounts Payable and Other Liabilities 1,631 (1,434) 5,808 1,705 387 (2,362)
Deferred Income 1,207 6,928 219 10,575 (8,499) 10,211

Net Cash Provided by Operating
Activities $33,677 $ 25735 $ 99916 $ 91,008 $135290 $115,823

1. Adjusted EBITDA is defined as net income before interest expense, provision for income taxes, depreciation,
amortization, and non-cash share-based compensation.

2. Adjusted EBITDA Margin is calculated as Adjusted EBITDA divided by total revenues for the period.

Adjusted EBITDA is a component of two restrictive financial covenants for the Company s unsecured Amended Credit

Facility (as defined and more fully described under the heading Liquidity and Capital Resources  Unsecured

Revolving Lines of Credit ) and Senior Notes (as defined and more fully described under the heading Liquidity and

Capital Resources 4.03% Senior Notes Due in 2018 in this MD&A). These instruments contain financial covenants

requiring the Company to not:

Permit the Consolidated Fixed Charge Coverage Ratio (as defined in the Amended Credit Facility and the Note
Purchase Agreement (as defined and more fully described under the heading Liquidity and Capital Resources
4.03% Senior Notes Due in 2018 in this MD&A)) of Adjusted EBITDA (as defined in the Amended Credit
Facility and the Note Purchase Agreement) to fixed charges as of the end of any fiscal quarter to be less than 2.50
to 1. At September 30, 2013, the actual ratio was 4.03 to 1.

Permit the Consolidated Leverage Ratio of funded debt (as defined in the Amended Credit Facility and the Note
Purchase Agreement) to Adjusted EBITDA at any time during any period of four consecutive quarters to be
greater than 2.75 to 1. At September 30, 2013, the actual ratio was 1.76 to 1.
At September 30, 2013, the Company was in compliance with each of the aforementioned covenants. There are no
anticipated trends that the Company is aware of that would indicate non-compliance with these covenants, though,
significant deterioration in our financial performance could impact the Company s ability to comply with these
covenants.

Recent Developments
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On October 11, 2013, the Company announced that the Board of Directors declared a quarterly cash dividend of $0.24
per common share for the quarter ended September 30, 2013, an increase of 2% over the prior year s comparable
quarter.

13
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Results of Operations
Three Months Ended September 30, 2013 Compared to
Three Months Ended September 30, 2012
Overview

Consolidated revenues for the three months ended September 30, 2013 increased 10% to $108.9 million, from $99.4
million for the same period in 2012. Consolidated net income for the three months ended September 30, 2013
increased 1% to $12.6 million, from $12.5 million for the same period in 2012. Earnings per diluted share for the three
months ended September 30, 2013 decreased 4% to $0.48 from $0.50 for the same period in 2012.

For the three months ended September 30, 2013, on a consolidated basis:

Gross profit increased $1.6 million, or 4%, to $45.2 million from $43.6 million for the same period in 2012.
Adler Tanks gross profit increased $2.3 million, or 19%, due to higher gross profit on rental and rental
related services revenues. Enviroplex gross profit increased $1.5 million, or 95%, due to higher gross
margins on sales revenues. TRS-RenTelco gross profit decreased $1.1 million, or 7%, primarily due to lower
gross profit on rental and sales revenues. Mobile Modular gross profit decreased $1.2 million, or 9%, due to
lower gross profit on rental revenues, partly offset by higher gross profit on sales and rental related services
revenues.

Selling and administrative expenses increased 7% to $22.4 million from $20.8 million in the same period in
2012, primarily due to $0.8 million higher salaries and employee benefit costs and $0.8 million marketing
and other administrative expenses.

Interest expense decreased 7% to $2.1 million from $2.3 million in the same period in 2012, primarily due to
10% lower average debt levels of the Company, partly offset by 3% higher net average interest rates of 3.0%
in 2013 compared with 2.9% in 2012.

Pre-tax income contribution by Mobile Modular, TRS-RenTelco and Adler Tanks was 7%, 44% and 38%,
respectively, compared to 17%, 47% and 34%, respectively, for the comparable 2012 period. These results
are discussed on a segment basis below. Enviroplex pre-tax income contribution was 11%, compared to 2%
in 2012.

Adjusted EBITDA increased 3% to $43.4 million, compared to $42.2 million in 2012.

14
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Mobile Modular

For the three months ended September 30, 2013, Mobile Modular s total revenues increased $6.7 million to $39.7

million compared to the same period in 2012, primarily due to higher sales, rental related services and rental revenues.
The revenue increase, offset by lower gross margin on rental and sales revenues, resulted in a 58% decrease in pre-tax
income to $1.5 million for the three months ended September 30, 2013, from $3.5 million for the same period in 2012.

The following table summarizes results for each revenue and gross profit category, income from operations, pre-tax

income and other selected information for the periods indicated.

Mobile Modular Three Months Ended 9/30/13 compared to Three Months Ended 9/30/12 (Unaudited)

(dollar amounts in thousands)

Revenues
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Revenues

Costs and Expenses
Direct Costs of Rental Operations:

Depreciation of Rental Equipment
Rental Related Services
Other

Total Direct Costs of Rental Operations
Costs of Sales

Total Costs of Revenues
Gross Profit

Rental

Rental Related Services
Rental Operations

Sales

Other

Total Gross Profit
Selling and Administrative Expenses

Income from Operations

Three Months Ended
September 30,
2013 2012
$ 21,079 $ 20,001
8,518 7,227
29,597 27,228
10,000 5,661
91 111
39,688 33,000
3,651 3,478
5,815 5,321
10,232 6,679
19,698 15,478
8,003 4,368
27,701 19,846
7,196 9,844
2,703 1,906
9,899 11,750
1,997 1,293
91 111
11,987 13,154
9,438 8,538
2,549 4,616

Increase
(Decrease)
$ %

1,078 5%
1,291 18%
2,369 9%
4,339 77%
(20) -18%
6,688 20%
173 5%
494 9%
3,553 53%
4,220 27%
3,635 83%
7,855 40%
2,648) -27%
797 42%
(1,851) -16%
704 54%
20) -18%
(1,167) -9%
900 11%
(2,067) -45%
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Interest Expense Allocation 1,080 1,138 (58) -5%
Pre-tax Income $ 1,469 $ 3,478 $(2,009) -58%
Other Information

Average Rental Equipment ! $ 549,398 $526,534 $22.864 4%
Average Rental Equipment on Rent $379,595 $ 348,579 $31,016 9%
Average Monthly Total Yield 2 1.28% 1.26% 2%
Average Utilization 3 69.1% 66.2% 4%
Average Monthly Rental Rate 4 1.85% 1.91% -3%
Period End Rental Equipment ! $ 554,804 $ 529,863 $24,941 5%
Period End Utilization 3 70.4% 66.6% 6%

1. Average and Period End Rental Equipment represents the cost of rental equipment excluding new equipment

inventory and accessory equipment.
2. Average Monthly Total Yield is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment for the period.
3. Period End Utilization is calculated by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding new equipment inventory and accessory equipment. Average utilization for the period is

calculated using the average cost of rental equipment.
4. Average Monthly Rental Rate is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment on rent for the period.
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Mobile Modular s gross profit for the three months ended September 30, 2013 decreased 9%, to $12.0 million, from
$13.2 million for the same period in 2012. For the three months ended September 30, 2013 compared to the same
period in 2012:

Gross Profit on Rental Revenues Rental revenues increased $1.1 million, or 5%, compared to 2012,
primarily due to 9% higher average rental equipment on rent, partly offset by 3% lower average monthly
rental rates in 2013 as compared to 2012. As a percentage of rental revenues, depreciation was 17% in both
2013 and 2012, and other direct costs were 49% in 2013 compared to 33% in 2012, which resulted in gross
margin percentages of 34% in 2013 and 49% in 2012. The increase in other direct costs was due to higher
material and labor costs to prepare equipment for shipment to customers. The lower rental margins partly
offset by higher rental revenues resulted in gross profit on rental revenues decreasing $2.6 million, to $7.2
million in 2013.

Gross Profit on Rental Related Services Rental related services revenues increased $1.3 million, or 18%,
compared to 2012. Most of these service revenues are negotiated with the initial lease and are recognized on
a straight-line basis with the associated costs over the initial term of the lease. The increase in rental related
services revenues was primarily attributable to higher amortization of delivery, return delivery and dismantle
revenues. The higher revenues, together with higher gross margin percentage of 32% in 2013 compared to
26% in 2012 resulted in rental related services gross profit increasing to $0.8 million, to $2.7 million in
2013.

Gross Profit on Sales Sales revenues increased $4.3 million, or 77%, compared to 2012. Gross profit on
sales increased 54% to $2.0 million with gross margin percentage of 20% in 2013 compared with 23% in
2012, due to lower margins on used equipment sales in 2013. Sales occur routinely as a normal part of
Mobile Modular s rental business; however, these sales and related gross margins can fluctuate from quarter
to quarter and year to year depending on customer requirements, equipment availability and funding.
For the three months ended September 30, 2013, selling and administrative expenses increased 11%, to $9.4 million
from $8.5 million in the same period in 2012, primarily due to increased personnel and benefit costs.
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TRS-RenTelco

For the three months ended September 30, 2013, TRS-RenTelco s total revenues were flat at $33.9 million compared
to the same period in 2012, as higher sales revenues were offset by lower rental and rental related services revenues.
Pre-tax income decreased 6% to $9.0 million for the three months ended September 30, 2013 from $9.5 million for the
same period in 2012, primarily due to lower gross profit on rental, rental related services and sales revenues.

The following table summarizes results for each revenue and gross profit category, income from operations, pre-tax

income and other selected information for the periods indicated.

TRS-RenTelco Three Months Ended 9/30/13 compared to Three Months Ended 9/30/12 (Unaudited)

(dollar amounts in thousands)

Revenues
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Revenues

Costs and Expenses
Direct Costs of Rental Operations:

Depreciation of Rental Equipment
Rental Related Services
Other

Total Direct Costs of Rental Operations
Costs of Sales

Total Costs of Revenues
Gross Profit

Rental

Rental Related Services
Rental Operations

Sales

Other

Total Gross Profit
Selling and Administrative Expenses

Income from Operations

Three Months Ended
September 30,
2013 2012
$ 25,718 $ 26,529
873 1,147
26,591 27,676
6,894 5,803
422 447
33,907 33,926
10,064 9,670
752 949
3,592 3,938
14,408 14,557
4,232 3,009
18,640 17,566
12,062 12,921
121 198
12,183 13,119
2,662 2,794
422 447
15,267 16,360
5,723 6,210
9,544 10,150

Increase
(Decrease)
$ %
$ (@81 -3%
274) -24%
(1,085) -4%
1,091 19%
(25) -6%
(19) 0%
394 4%
197) -21%
(346) -9%
(149) -1%
1,223 41%
1,074 6%
(859) -7%
a7 -39%
(936) -7%
(132) -5%
(25) -6%
(1,093) -7%
(487) -8%
(606) -6%
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Interest Expense Allocation 530 602 (72) -12%
Pre-tax Income $ 9,014 $ 9,548 $ (534 -6%
Other Information

Average Rental Equipment ! $ 266,480 $271,983 $ (5,503) 2%
Average Rental Equipment on Rent $ 166,468 $ 178,646 $(12,178) -T1%
Average Monthly Total Yield 2 3.22% 3.25% -1%
Average Utilization 3 62.5% 65.7% -5%
Average Monthly Rental Rate 4 5.15% 4.95% 4%
Period End Rental Equipment ! $269,307 $ 273,646 $ (4,339) 2%
Period End Utilization 3 62.3% 64.2% -3%

1. Average and Period End Rental Equipment represents the cost of rental equipment excluding accessory

equipment.
2. Average Monthly Total Yield is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment for the period.
3. Period End Utilization is calculated by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding accessory equipment. Average utilization for the period is calculated using the average cost

of rental equipment.
4. Average Monthly Rental Rate is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment on rent for the period.
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TRS-RenTelco s gross profit for the three months ended September 30, 2013 decreased 7% to $15.3 million from
$16.4 million for the same period in 2012. For the three months ended September 30, 2013 compared to the same
period in 2012:

Gross Profit on Rental Revenues Rental revenues decreased $0.8 million, or 3%, as compared to 2012,
with depreciation expense increasing $0.4 million, or 4%, resulting in decreased gross profit on rental
revenues of $0.9 million, or 7%, to $12.1 million as compared to 2012. As a percentage of rental revenues,
depreciation was 39% in 2013 compared to 36% in 2012 and other direct costs were 14% in 2013 compared
to 15% in 2012, which resulted in a gross margin percentage of 47% in 2013 and 49% in 2012. The rental
revenues decrease was due to 7% lower average rental equipment on rent, partly offset by 4% higher average
monthly rental rates in 2013 as compared to 2012.

Gross Profit on Sales Sales revenues increased 19% to $6.9 million in 2013. Gross profit on sales
decreased 5% to $2.7 million with gross margin percentage decreasing to 39% from 48% in 2012, primarily
due to lower margins on used equipment sales. Sales occur as a normal part of TRS-RenTelco s rental
business; however, these sales and related gross margins can fluctuate from quarter to quarter depending on
customer requirements and related mix of equipment sold, equipment availability and funding.
For the three months ended September 30, 2013, selling and administrative expenses decreased 8%, to $5.7 million
from $6.2 million in the same period in 2012, primarily due to decreased salary and benefit costs related to the exit of
the environmental test equipment business in November 2012.
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Adler Tanks

For the three months ended September 30, 2013, Adler Tanks total revenues increased $2.4 million to $25.8 million
compared to the same period in 2012, due to higher rental, rental related services revenues, partly offset by lower sales

revenues. The revenue increase, partly offset by lower gross margin on rental revenues and higher selling and

administrative expenses, resulted in a $0.9 million increase in pre-tax income to $7.9 million for the three months

ended September 30, 2013, compared to the same period in 2012.

The following table summarizes results for each revenue and gross profit category, income from operations, pre-tax

income and other selected information for the periods indicated.

Adler Tanks Three Months Ended 9/30/13 compared to Three Months Ended 9/30/12 (Unaudited)

(dollar amounts in thousands)

Revenues
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Revenues

Costs and Expenses
Direct Costs of Rental Operations:

Depreciation of Rental Equipment
Rental Related Services
Other

Total Direct Costs of Rental Operations
Costs of Sales

Total Costs of Revenues

Gross Profit
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Gross Profit
Selling and Administrative Expenses

Three Months Ended
September 30,
2013 2012
$ 19,144 $ 16,888
6,467 4,636
25,611 21,524
122 1,735
33 62
25,766 23,321
3,518 3,015
4,711 3,982
2,537 2,081
10,766 9,078
115 1,695
10,881 10,773
13,089 11,792
1,756 654
14,845 12,446
7 40
33 62
14,885 12,548
6,378 4,938

Increase
(Decrease)
$ %

$ 2,256 13%
1,831 39%
4,087 19%
(1,613) -93%
(29) -47%
2,445 10%
503 17%
729 18%
456 22%
1,688 19%
(1,580) -93%
108 1%
1,297 11%
1,102 169%
2,399 19%
33) -83%
(29) -47%
2,337 19%
1,440 29%
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Income from Operations
Interest Expense Allocation

Pre-tax Income

Other Information

Average Rental Equipment !
Average Rental Equipment on Rent
Average Monthly Total Yield 2
Average Utilization 3

Average Monthly Rental Rate 4
Period End Rental Equipment !
Period End Utilization 3

8,507
586

$ 7921

$268,449

$179,418
2.38%
66.8%
3.56%

$272,952
64.6%

7,610 897
600 (14)

$ 7,010 $ 911

$231,955 $36,494
$159,791 $19,627
2.43%
68.9%
3.52%
$238,738 $34,214
69.4%

12%
-2%

13%

16%
12%
-2%
-3%

1%
14%
-7%

1. Average and Period End Rental Equipment represents the cost of rental equipment excluding new equipment

inventory and accessory equipment.

2. Average Monthly Total Yield is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment for the period.

3. Period End Utilization is calculated by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding new equipment inventory and accessory equipment. Average Utilization for the period is

calculated using the average cost of rental equipment.

4. Average Monthly Rental Rate is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment on rent for the period.
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Adler Tanks gross profit for the three months ended September 30, 2013 increased 19% to $14.9 million from $12.5
million for the same period in 2012. For the three months ended September 30, 2013 compared to the same period in
2012:

Gross Profit on Rental Revenues Rental revenues increased $2.3 million, or 13%, compared to 2012, due
to 12% higher average rental equipment on rent and 1% higher average rental rates in 2013 as compared to
2012. As a percentage of rental revenues, depreciation was 18% in 2013 and 2012, and other direct costs
were 13% in 2013 compared to 12% in 2012, which resulted in gross margin percentages of 68% and 70% in
2013 and 2012, respectively. The higher rental revenues, partly offset by lower rental margins resulted in
gross profit on rental revenues increasing $1.3 million, or 11%, to $13.1 million in 2013.

Gross Profit on Rental Related Services Rental related services revenues increased $1.8 million, or 39%,

compared to 2012. The higher revenues and higher gross margin percentage of 27% in 2013 compared to

14% in 2012 resulted in rental related services gross profit increasing $1.1 million to $1.8 million in 2013.
For the three months ended September 30, 2013, selling and administrative expenses increased 29% to $6.4 million
from $4.9 million in the same period in 2012, primarily due to increased personnel and benefit costs.
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Nine Months Ended September 30, 2013 Compared to
Nine Months Ended September 30, 2012
Overview

Consolidated revenues for the nine months ended September 30, 2013 increased 9%, to $284.7 million from $262.1
million for the same period in 2012. Consolidated net income for the nine months ended September 30, 2013
decreased 4% to $31.6 million, from $32.8 million for the same period in 2012. Earnings per diluted share for the nine
months ended September 30, 2013 decreased 6% to $1.23 from $1.31 for the same period in 2012.

For the nine months ended September 30, 2013, on a consolidated basis:

Gross profit increased $0.1 million to $124.4 million from $124.3 million for the same period in 2012.
Gross profit of TRS-RenTelco increased $1.0 million, or 2%, primarily due to higher gross profit on
rental and sales revenues. Gross profit of Enviroplex increased $1.0 million, or 34%, primarily due to
higher gross margins on sales revenues. Gross profit of Adler Tanks increased $0.9 million, or 2%,
primarily due to higher gross profit on rental related services revenues. Gross profit of Mobile Modular
decreased $2.8 million, or 7%, due to lower gross profit on rental revenues, partly offset by higher
gross profit on rental related services and sales revenues.

Selling and administrative expenses increased 4% to $65.8 million from $63.4 million for the same
period in 2012, primarily due to $1.9 million higher salary and employee benefit costs.

Interest expense decreased 5% to $6.5 million, due to 6% lower average debt levels of the Company,
partly offset by 1% higher net average interest rates.

Pre-tax income contribution by Mobile Modular, TRS-RenTelco and Adler Tanks was 9%, 51% and
37%, respectively, compared to 16%, 45% and 40%, respectively, compare to 2012 period. These
results are discussed on a segment basis below. Pre-tax income contribution by Enviroplex was 3% in
2013 and negative 1% in 2012.

Adjusted EBITDA increased $1.3 million, or 1%, to $119.0 million compared to $117.7 million in
2012.
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Mobile Modular

For the nine months ended September 30, 2013, Mobile Modular s total revenues increased $9.0 million, or 10%, to
$98.2 million compared to the same period in 2012, primarily due to higher sales, rental related services and rental
revenues. The revenue increase, offset by lower gross margins on rental and sales revenues and higher selling and
administrative expenses, resulted in a 46% decrease in pre-tax income to $4.8 million for the nine months ended
September 30, 2013, from $8.9 million for the same period in 2012.

The following table summarizes results for each revenue and gross profit category, income from operations, pre-tax
income and other selected information for the periods indicated.

Mobile Modular Nine Months Ended 9/30/13 compared to Nine Months Ended 9/30/12 (Unaudited)

Nine Months Ended Increase

(dollar amounts in thousands) September 30, (Decrease)
2013 2012 $ %

Revenues
Rental $ 60,367 $ 59,414 $ 953 2%
Rental Related Services 21,009 19,427 1,582 8%
Rental Operations 81,376 78,841 2,535 3%
Sales 16,483 9,949 6,534 66%
Other 323 345 (22) -6%
Total Revenues 98,182 89,135 9,047 10%
Costs and Expenses
Direct Costs of Rental Operations:
Depreciation of Rental Equipment 10,740 10,437 303 3%
Rental Related Services 15,386 15,246 140 1%
Other 24,275 18,326 5,949 32%
Total Direct Costs of Rental Operations 50,401 44,009 6,392 15%
Costs of Sales 12,900 7,467 5,433 73%
Total Costs of Revenues 63,301 51,476 11,825 23%
Gross Profit
Rental 25,352 30,651 5,299) -17%
Rental Related Services 5,623 4,181 1,442 34%
Rental Operations 30,975 34,832 (3,857) -11%
Sales 3,583 2,482 1,101 44%
Other 323 345 22) -6%
Total Gross Profit 34,881 37,659 (2,778) -7%
Selling and Administrative Expenses 26,809 25,317 1,492 6%
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Income from Operations 8,072 12,342 4,270)  -35%
Interest Expense Allocation 3,238 3,432 (194) -6%
Pre-tax Income $ 4,834 $ 8,910 $ (4,076) -46%
Other Information

Average Rental Equipment ! $541,835 $521,382 $20,453 4%
Average Rental Equipment on Rent $366,108 $345.415 $20,693 6%
Average Monthly Total Yield 2 1.24% 1.27% -2%
Average Utilization 3 67.6% 66.3% 2%
Average Monthly Rental Rate 4 1.83% 1.91% -4%
Period End Rental Equipment ! $ 554,804 $ 529,863 $24,941 5%
Period End Utilization 3 70.4% 66.6% 6%

1. Average and Period End Rental Equipment represents the cost of rental equipment excluding new equipment

inventory and accessory equipment.
2. Average Monthly Total Yield is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment for the period.
3. Period End Utilization is calculated by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding new equipment inventory and accessory equipment. Average utilization for the period is

calculated using the average costs of the rental equipment.
4. Average Monthly Rental Rate is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment on rent for the period.
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Mobile Modular s gross profit for the nine months ended September 30, 2013 decreased $2.8 million, to $34.9 million
from $37.7 million for the same period in 2012. For the nine months ended September 30, 2013 compared to the same
period in 2012:

Gross Profit on Rental Revenues Rental revenues increased $1.0 million, primarily due to 6% higher
average rental equipment on rent, partly offset by 4% lower average monthly rental rates. As a percentage of
rental revenues, depreciation was 18% in 2013 and 2012 and other direct costs were 40% in 2013 and 31%
in 2012, which resulted in gross margin percentage of 42% in 2013 and 52% in 2012. The increase in other
direct costs was due to higher material and labor costs to prepare equipment for shipment to customers. The
higher rental revenues, offset by lower rental margins, resulted in gross profit on rental revenues decreasing
$5.3 million, or 17%, to $25.4 million from $30.7 million in 2012.

Gross Profit on Rental Related Services Rental related services revenues increased $1.6 million, or 8%,
compared to 2012. Most of these service revenues are negotiated with the initial lease and are recognized on
a straight-line basis with the associated costs over the initial term of the lease. The increase in rental related
services revenues was primarily attributable to higher repair revenues and higher delivery and return delivery
at Mobile Modular Portable Storage. The higher revenues, together with higher gross margin percentage of
27% in 2013 compared to 22% in 2012, resulted in rental related services gross profit increasing 34%, to
$5.6 million from $4.2 million in 2012.

Gross Profit on Sales  Sales revenues increased $6.5 million, or 66%, compared to 2012, which resulted in
sales gross profit increasing 44%, to $3.6 million from $2.5 million in 2012. Sales occur routinely as a

normal part of Mobile Modular s rental business; however, these sales and related gross margins can fluctuate
from quarter to quarter and year to year depending on customer requirements, equipment availability and
funding.

For the nine months ended September 30, 2013, selling and administrative expenses increased $1.5 million, or 6%, to
$26.8 million from $25.3 million in the same period in 2012, primarily as a result of increased personnel and benefit

costs.
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TRS-RenTelco

For the nine months ended September 30, 2013, TRS-RenTelco s total revenues increased $4.7 million, or 5%, to
$99.7 million compared to the same period in 2012, due to higher sales and rental revenues, partly offset by lower
rental related services revenues. Pre-tax income increased $2.4 million, or 10%, to $26.5 million for the nine months
ended September 30, 2013 compared to $24.1 million for the same period in 2012, primarily due to higher gross profit
on sales, rental and rental related services revenues, together with lower selling and administrative expenses.

The following table summarizes results for each revenue and gross profit category, income from operations, pre-tax

income and other selected information for the periods indicated.

TRS-RenTelco Nine Months Ended 9/30/13 compared to Nine Months Ended 9/30/12 (Unaudited)

(dollar amounts in thousands)

Revenues
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Revenues

Costs and Expenses
Direct Costs of Rental Operations:

Depreciation of Rental Equipment
Rental Related Services
Other

Total Direct Costs of Rental Operations
Costs of Sales

Total Costs of Revenues

Gross Profit
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Gross Profit
Selling and Administrative Expenses

Nine Months Ended
September 30,

2013 2012
$ 75,897 $ 74,796
2,285 2,831
78,182 77,627
20,370 16,092
1,146 1,309
99,698 95,028
29,538 28,280
2,080 2,698
10,072 10,537
41,690 41,515
11,783 8,311
53,473 49,826
36,287 35,979
205 133
36,492 36,112
8,587 7,781
1,146 1,309
46,225 45,202
18,123 19,315

Increase
(Decrease)
$ %
$ 1,101 1%
(546) -19%
555 1%
4,278 27%
(163) -12%
4,670 5%
1,258 4%
(618) -23%
(465) -4%
175 0%
3,472 42%
3,647 7%
308 1%
72 54%
380 1%
806 10%
(163) -12%
1,023 2%
(1,192) -6%
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Income from Operations 28,102 25,887 2,215 9%
Interest Expense Allocation 1,619 1,800 (181) -10%
Pre-tax Income $ 26,483 $ 24,087 $ 2,396 10%
Other Information

Average Rental Equipment ! $265,767 $266,148 $ (381) 0%
Average Rental Equipment on Rent $168,111 $ 175,140 $(7,029) -4%
Average Monthly Total Yield 2 3.17% 3.13% 1%
Average Utilization 3 63.3% 65.8% -4%
Average Monthly Rental Rate 4 5.02% 4.76% 5%
Period End Rental Equipment ! $269,307 $273,464 $(4,157) 2%
Period End Utilization 3 62.3% 64.2% -3%

1. Average and Period End Rental Equipment represents the cost of rental equipment excluding new equipment

inventory and accessory equipment.
2. Average Monthly Total Yield is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment for the period.
3. Period End Utilization is calculated by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding accessory equipment. Average Utilization for the period is calculated using the average

costs of the rental equipment.
4. Average Monthly Rental Rate is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment on rent for the period.
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TRS-RenTelco s gross profit for the nine months ended September 30, 2013 increased $1.0 million, or 2%, to $46.2
million from $45.2 million for the same period in 2012. For the nine months ended September 30, 2013 compared to
the same period in 2012:

Gross Profit on Rental Revenues Rental revenues increased $1.1 million, or 1%, with depreciation
expenses increasing $1.3 million, or 4%, and other direct costs decreasing $0.5 million, or 4%, resulting in
increased gross profit on rental revenues of $0.3 million, or 1%, to $36.3 million. As a percentage of rental
revenues, depreciation was 39% in 2013 compared to 38% in 2012 and other direct costs were 13% in 2013
and 14% in 2012, which resulted in a gross margin percentage of 48% in 2013 and 2012. The rental revenues
increase was due to 5% higher average monthly rental rates, partly offset by 4% lower average rental
equipment on rent compared to 2012.

Gross Profit on Sales  Sales revenues increased 27% to $20.4 million in 2013, compared to $16.1 million in
2012. Higher sales revenues, partly offset by lower gross margin percentage of 42% in 2013 compared to
48% in 2012, primarily due to lower gross margin on used equipment sales, resulted in gross profit on sales
increasing $0.8 million, or 10%, to $8.6 million from $7.8 million in 2012. Sales occur routinely as a normal
part of TRS-RenTelco s rental business; however, these sales and related gross margins can fluctuate from
quarter to quarter depending on customer requirements, equipment availability and funding.

For the nine months ended September 30, 2013, selling and administrative expenses decreased $1.2 million, or 6%, to

$18.1 million from $19.3 million in the same period in 2012, primarily due to decreased salary and benefit costs

related to the exit of the environmental test equipment business in November 2012.
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Adler Tanks

For the nine months ended September 30, 2013, Adler Tanks total revenues increased $6.8 million, or 11%, to $70.9
million compared to the same period in 2012, primarily due to higher rental and rental related services revenues,
partly offset by lower sales revenues during the period. The revenue increase and higher gross margin on rental related
services revenues, offset by lower margins on rental revenues and higher selling and administrative expenses, resulted
in pre-tax income of $19.2 million for the nine months ended September 30, 2013, a decrease of 11% compared to

2012.

The following table summarizes results for each revenue and gross profit category, income from operations, pre-tax

income and other selected information for the periods indicated.

Adler Tanks Nine Months Ended 9/30/13 compared to Nine Months Ended 9/30/12 (Unaudited)

(dollar amounts in thousands)

Revenues
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Revenues

Costs and Expenses
Direct Costs of Rental Operations:

Depreciation of Rental Equipment
Rental Related Services
Other

Total Direct Costs of Rental Operations
Costs of Sales

Total Costs of Revenues

Gross Profit
Rental
Rental Related Services

Rental Operations
Sales
Other

Total Gross Profit
Selling and Administrative Expenses

Nine Months Ended
September 30,

2013 2012
$ 53,321 $ 49,117
16,070 12,445
69,391 61,562
1,407 2,371
102 122
70,900 64,055
10,183 8,519
12,125 9,872
7,855 4,993
30,163 23,384
1,295 2,119
31,458 25,503
35,283 35,605
3,945 2,573
39,228 38,178
112 252
102 122
39,442 38,552
18,475 15,347

Increase
(Decrease)
$ %
4,204 9%
3,625 29%
7,829 13%
964) -41%
(20) -16%
6,845 11%
1,664 20%
2,253 23%
2,862 57%
6,779 29%
(824) -39%
5,955 23%
(322) -1%
1,372 53%
1,050 3%
(140) -56%
20) -16%
890 2%
3,128 20%
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Income from Operations 20,967 23,205 (2,238) -10%
Interest Expense Allocation 1,799 1,734 65 4%
Pre-tax Income $ 19,168 $ 21471 $(2303) -11%
Other Information

Average Rental Equipment ! $260,385 $216,985 $43.400 20%
Average Rental Equipment on Rent $171,153 $156,271 $14,882 10%
Average Monthly Total Yield 2 2.28% 2.52% -10%
Average Utilization 3 65.7% 72.0% -9%
Average Monthly Rental Rate 4 3.47% 3.49% -1%
Period End Rental Equipment ! $272,952 $238,738 $34,214 14%
Period End Utilization 3 64.6% 69.4% -7%

1. Average and Period End Rental Equipment represents the cost of rental equipment excluding new equipment

inventory and accessory equipment.
2. Average Monthly Total Yield is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment for the period.
3. Period End Utilization is calculated by dividing the cost of rental equipment on rent by the total cost of rental
equipment excluding new equipment inventory and accessory equipment. Average Utilization for the period is

calculated using the average costs of the rental equipment.
4. Average Monthly Rental Rate is calculated by dividing the averages of monthly rental revenues by the cost of

rental equipment on rent for the period.
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Adler Tanks gross profit for the nine months ended September 30, 2013 increased 2% to $39.4 million from $38.6
million for the same period in 2012. For the nine months ended September 30, 2013 compared to the same period in
2012:

Gross Profit on Rental Revenues Rental revenues increased $4.2 million, or 9%, due to 10% higher
average rental equipment on rent, partly offset by 1% lower average rental rates in 2013 as compared to
2012. As a percentage of rental revenues, depreciation was 19% and 17% in 2013 and 2012, respectively,
and other direct costs were 15% in 2013 and 10% in 2012, which resulted in gross margin percentages of
66% in 2013 and 73% in 2012. The higher rental revenues, offset by lower rental margins resulted in gross
profit on rental revenues decreasing $0.3 million, or 1%, to $35.3 million in 2013.

Gross Profit on Rental Related Services Rental related services revenues increased $3.6 million, or 29%,
compared to 2012. The higher revenues, together with higher gross margin percentage of 25% in 2013
compared to 21% in 2012 resulted in rental related services gross profit increasing 53%, to $3.9 million from
$2.6 million in 2012.
For the nine months ended September 30, 2013, selling and administrative expenses increased 20%, to $18.5 million
from $15.3 million in the same period in 2012, primarily due to higher personnel and benefit costs and higher
marketing and administrative expenses.
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Liquidity and Capital Resources

The Company s rental businesses are capital intensive and generate significant cash flows. The Company finances its
working capital and capital expenditure requirements through cash flow from operations, proceeds from the sale of
rental equipment and borrowings from banks and institutional lenders. Cash flows for the Company for the nine
months ended September 30, 2013 compared to the same period in 2012 are summarized as follows:

Cash Flows from Operating Activities: The Company s operations provided net cash of $99.9 million compared to
$91.0 million in 2012. The 10% increase in net cash provided by operating activities was primarily attributable to
lower increases in accounts receivable and prepaid expenses and other assets, partly offset by a lower increase in
deferred income, lower income from operations and other balance sheet changes.

Cash Flows from Investing Activities: Net cash used in investing activities was $76.0 million in 2013, compared to
$96.7 million in 2012. The decrease was primarily due to $12.8 million lower purchases of rental equipment of $93.4
million in 2013, compared to $106.2 million in 2012, $3.0 million lower purchases of property, plant and equipment
in 2013 of $8.0 million, compared to $11.0 million in 2012, and $4.8 million higher proceeds from sale of used rental
equipment in 2013 of $25.4 million, compared to $20.6 million in 2012.

Cash Flows from Financing Activities: Net cash used in financing activities was $24.8 million in 2013, compared to

net cash provided by financing of $4.8 million in 2012. The $29.7 million change in net cash flows from financing
activities was primarily due to $38.8 million higher net repayments on the Company s bank lines of credit, partly offset
by $10.1 million higher proceeds and excess tax benefit from the exercise of stock options.

Significant capital expenditures are required to maintain and grow the Company s rental assets. During the last three
years, the Company has financed its working capital and capital expenditure requirements through cash flow from
operations, proceeds from the sale of rental equipment and from bank borrowings. Sales occur routinely as a normal
part of the Company s rental business. However, these sales can fluctuate from period to period depending on customer
requirements and funding. Although the net proceeds received from sales may fluctuate from period to period, the
Company believes its liquidity will not be adversely impacted from lower sales in any given year because it believes it
has the ability to increase its bank borrowings and conserve its cash in the future by reducing the amount of cash it

uses to purchase rental equipment, pay dividends, or repurchase the Company s common stock.

Unsecured Revolving Lines of Credit

In June 2012, the Company entered into an amended and restated credit agreement with a syndicate of ba