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preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.      Yes   x     No   ¨
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submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files).     Yes   x     No   ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of �accelerated filer and large
accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer   ¨             Accelerated filer   x            Non-accelerated filer   ¨

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:

U.S. GAAP    x    International Financial Reporting Standards as issued by the International Accounting Standards Board  ¨    Other   ¨

If �Other� has been checked in response to the previous question, indicate by check mark which financial statement item the registrant has elected to follow.    
Item 17   ¨     Item 18   ¨

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No   x
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In this Annual Report on Form 20-F, unless indicated otherwise, references to: (1) �Textainer,� �TGH,� �the Company,� �we,� �us� and
�our� refer, as the context requires, to Textainer Group Holdings Limited, which is the registrant and the issuer of the class of common shares
that has been registered pursuant to Section 12(b) of the Securities Exchange Act of 1934, as amended, or Textainer Group Holdings Limited
and its subsidiaries; (2) �TEU� refers to a �Twenty-Foot Equivalent Unit,� which is a unit of measurement used in the container shipping
industry to compare shipping containers of various lengths to a standard 20� dry freight container, thus a 20� container is one TEU and a 40�
container is two TEU; (3) �CEU� refers to a Cost Equivalent Unit, which is a unit of measurement based on the approximate cost of a
container relative to the cost of a standard 20� dry freight container, so the cost of a standard 20� dry freight container is one CEU; the cost of
a 40� dry freight container is 1.6 CEU; and the cost of a 40� high cube dry freight container (9�6� high) is 1.7 CEU; (4) �our owned fleet�
means the containers we own; (5) �our managed fleet� means the containers we manage that are owned by other container investors; (6) �our
fleet� and �our total fleet� mean our owned fleet plus our managed fleet plus any containers we lease from other lessors; (7) �container
investors� means the owners of the containers in our managed fleet; and (8) �Trencor� refers to Trencor Ltd., a public South African
investment holding company, listed on the JSE Limited in Johannesburg, South Africa, which, together with certain of its subsidiaries, are the
discretionary beneficiaries of a trust that indirectly owns a majority of our common shares (such interest, �beneficiary interest�). See Item 4,
�Information on the Company� for an explanation of the relationship between Trencor and us.

Dollar amounts in this Annual Report on Form 20-F are expressed in thousands, unless otherwise indicated.
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS; CAUTIONARY LANGUAGE

This Annual Report on Form 20-F, including the sections entitled Item 3, �Key Information � Risk Factors,� and Item 5, �Operating and Financial
Review and Prospects,� contains forward-looking statements within the �safe harbor� provisions of the U.S. Private Securities Litigation Reform
Act of 1995. Forward-looking statements include all statements that are not statements of historical facts and may relate to, but are not limited
to, expectations or estimates of future operating results or financial performance, capital expenditures, introduction of new products, regulatory
compliance, plans for growth and future operations, as well as assumptions relating to the foregoing. In some cases, you can identify
forward-looking statements by terminology such as �may,� �will,� �should,� �could,� �expect,� �plan,� �anticipate,� �believe,� �estimate,� �predict,� �intend,� �potential,�
�continue� or the negative of these terms or other similar terminology. Forward-looking statements include, among others, statements regarding:
(i) our belief that the outlook for 2013 for our industry remains attractive; (ii) our belief that shipping lines are likely to remain dependent on
container lessors for the majority of their container needs due to limitations on both the cash they have available for investment and the funding
provided by their banks; (iii) our expectation that shipping lines will continue their recent increase in disposals, which provides us opportunities
for purchase leaseback and trading business as well as increases the demand for new replacement containers; (iv) our belief that the container
industry�s outlook, coupled with our strong balance sheet and access to financing, attractively positions us to maintain our market leading
position; (v) our belief that, while we expect our average utilization in 2013 to be below 2012�s level, it should remain high since 82% of our
fleet is subject to long-term and finance leases; (vi) our expectation that we will grow our finance lease and purchase leaseback business in 2013;
(vii) our belief that cash flow from operations, proceeds from the sale of containers and borrowing availability under our debt facilities are
sufficient to meet our liquidity needs for the next twelve months; and (ix) our expectation that we will generate sufficient operating cash flow to
meet our ongoing contractual obligations in the forseeable future.

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.
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 Item 3, �Key Information � Risk Factors� and elsewhere in this Annual Report on Form
20-F.

We believe that it is important to communicate our future expectations to potential investors, shareholders and other readers. However, there
may be events in the future that we are not able to accurately predict or control and that may cause actual events or results to differ materially
from the expectations expressed in or implied by our forward-looking statements. The risk factors listed in Item 3, �Key Information � Risk
Factors,� as well as any cautionary language in this Annual Report on Form 20-F, 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 decide to buy, hold
or sell our common shares, you should be aware that the occurrence of the events described in Item 3, �Key Information � Risk Factors� and
elsewhere in this Annual Report on Form 20-F could negatively impact our business, cash flows, results of operations, financial condition and
share price. Potential investors, shareholders and other readers should not place undue reliance on our forward-looking statements.

Forward-looking statements regarding our present plans or expectations involve risks and uncertainties relative to return expectations and related
allocation of resources, and changing economic or competitive conditions 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 related to factors such as utilization rates, per diem rates, container prices, demand for
containers by container shipping lines, supply and other factors discussed under Item 3, �Key Information � Risk Factors� or elsewhere in this
Annual Report on Form 20-F, which could also cause actual results to differ from present plans. Such differences could be material.

1
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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, and do not plan to, update any forward-looking statements after the
date of this Annual Report on Form 20-F as a result of new information, future events or developments, except as required by federal securities
laws. You should read this Annual Report on Form 20-F and the documents that we reference and have filed as exhibits with the understanding
that we cannot guarantee future results, levels of activity, performance or achievements and that actual results may differ materially from what
we expect.

Industry data and other statistical information used in this Annual Report on Form 20-F are based on independent 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.

In this Annual Report on Form 20-F, unless otherwise specified, all monetary amounts are in U.S. dollars. To the extent that any monetary
amounts are not denominated in U.S. dollars, they have been translated into U.S. dollars in accordance with our accounting policies as described
in Item 18, �Financial Statements� in this Annual Report on Form 20-F.

2
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION

A. Selected Financial Data
The selected financial data presented below under the heading �Statement of Income Data� for the years ended December 31, 2012, 2011 and 2010
and under the heading �Balance Sheet Data� as of December 31, 2012 and 2011 have been derived from our audited consolidated financial
statements included in Item 18, �Financial Statements� in this Annual Report on Form 20-F. The selected financial data presented below under the
heading �Statement of Income Data� for the years ended December 31, 2009 and 2008 and under the heading �Balance Sheet Data� as of
December 31, 2010, 2009 and 2008 are audited and have been derived from our audited consolidated financial statements not included in this
Annual Report on Form 20-F. The data presented below under the heading �Other Financial and 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 Item 5, �Operating and Financial Review and Prospects� and with Item 18, �Financial
Statements� in this Annual Report on Form 20-F.

Fiscal Years Ended December 31,
2012 2011 2010 2009 2008

(Dollars in thousands, except per share data)
Statement of Income Data:
Revenues:
Lease rental income $ 383,989 $ 327,627 $ 235,827 $ 189,779 $ 198,600
Management fees 26,169 29,324 29,137 25,228 28,603
Trading container sales proceeds 42,099 34,214 11,291 11,843 36,294
Gains on sale of containers, net 34,837 31,631 27,624 12,111 17,821

Total revenues 487,094 422,796 303,879 238,961 281,318

Operating expenses:
Direct container expense 25,173 18,307 25,542 39,062 25,709
Cost of trading containers sold 36,810 29,456 9,046 9,721 28,581
Depreciation expense 104,844 83,177 58,972 48,473 48,900
Amortization expense 5,020 6,110 6,544 7,080 6,979
General and administrative expense 23,015 23,495 21,670 20,304 20,991
Short-term incentive compensation expense 5,310 4,921 4,805 2,924 4,257
Long-term incentive compensation expense 6,950 5,950 5,318 3,575 3,148
Bad debt expense, net 1,525 3,007 145 3,304 3,663
Gain on sale of containers to noncontrolling interest �   (19,773) �   �   �   

Total operating expenses 208,647 154,650 132,042 134,443 142,228

Edgar Filing: TEXTAINER GROUP HOLDINGS LTD - Form 20-F

Table of Contents 7



Income from operations 278,447 268,146 171,837 104,518 139,090
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Fiscal Years Ended December 31,
2012 2011 2010 2009 2008

(Dollars in thousands, except per share data)
Other income (expense):
Interest expense (72,886) (44,891) (18,151) (11,750) (26,227) 
Gain on early extinguishment of debt �   �   �   19,398 �   
Interest income 146 32 27 61 1,482
Realized losses on interest rate swaps and caps,
net (10,163) (10,824) (9,844) (14,608) (5,986) 
Unrealized gains (losses) on interest rate swaps
and caps, net 5,527 (3,849) (4,021) 11,147 (15,105) 
Bargain purchse gain 9,441 �   �   �   �   
Other, net 44 (115) (1,591) 35 (203) 

Net other (expense) income (67,891) (59,647) (33,580) 4,283 (46,039) 

Income before income tax and noncontrolling
interest 210,556 208,499 138,257 108,801 93,051
Income tax (expense) benefit (5,493) (4,481) (4,493) (3,471) 871

Net income 205,063 204,018 133,764 105,330 93,922
Less: Net loss (income) attributable to the
noncontrolling interest 1,887 (14,412) (13,733) (14,554) (8,681) 

Net income attributable to Textainer Group
Holdings Limited common shareholders $ 206,950 $ 189,606 $ 120,031 $ 90,776 $ 85,241

Net income per share:
Basic $ 4.04 $ 3.88 $ 2.50 $ 1.90 $ 1.79
Diluted $ 3.96 $ 3.80 $ 2.43 $ 1.88 $ 1.78
Weighted average shares outstanding:
Basic 51,277 48,859 48,108 47,761 47,605
Diluted 52,231 49,839 49,307 48,185 47,827
Other Financial and Operating Data
(unaudited):
Cash dividends declared per common share $ 1.63 $ 1.28 $ 0.99 $ 0.92 $ 0.89
Purchase of containers and fixed assets $ 1,087,489 $ 823,694 $ 402,286 $ 137,387 $ 305,251
Utilization rate(1) 97.20% 98.30% 95.40% 87.20% 94.80% 
Total fleet in TEU (as of the end of the period) 2,775,034 2,469,039 2,314,219 2,239,037 2,043,778
Balance Sheet Data (as of the end of the
period):
Cash and cash equivalents $ 100,127 $ 74,816 $ 57,081 $ 56,819 $ 74,190
Containers, net 2,916,673 1,903,855 1,437,259 1,061,866 999,411
Net investment in direct financing and
sales-type leases 216,887 110,196 91,341 80,551 91,719
Total assets 3,476,080 2,310,204 1,747,207 1,360,023 1,303,767
Long-term debt (including current portion) 2,261,702 1,509,191 889,197 686,896 724,643
Total liabilities 2,429,947 1,625,278 1,076,640 786,758 795,760
Total Textainer Group Holdings Limited
shareholders� equity 1,007,503 683,828 583,882 500,313 449,609
Noncontrolling interest 38,630 1,098 86,685 72,952 58,398
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(1) We measure the utilization rate on the basis of CEU on lease, using the actual number of days on-hire, expressed as a percentage of CEU
available for lease, using the actual days available for lease. CEU available for lease excludes CEU that have been manufactured for us but
have not been delivered yet to a lessee and CEU designated as held-for-sale units.

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors
An investment in our common shares involves a high degree of risk. You should carefully consider the following risk factors, together with the
other information contained elsewhere in this Annual Report on Form 20-F, including our financial statements and the related notes thereto,
before you decide to buy, hold or sell our common shares. 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 shares 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 Industry

The demand for leased containers depends on many factors beyond our control.

Substantially all of our revenue comes from activities related to the leasing, managing and selling of containers. Our ability to continue
successfully leasing containers to container shipping lines, earning management fees on leased containers and sourcing capital required to
purchase containers depends, in part, upon the continued demand for leased containers.

Demand for containers depends largely on the rate of world trade and economic growth, with worldwide consumer demand being the most
critical factor affecting this growth. Demand for leased containers is also driven by our customers� �lease vs. buy� decisions. Economic downturns
in the U.S., Europe, Asia and countries with consumer-oriented economies could result in a reduction in world trade volume and 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 and 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. Other material factors affecting demand for leased
containers, utilization and per diem rates include the following:

� prices of new and used containers;

� economic conditions, competitive pressures and consolidation in the container shipping industry;

� shifting trends and patterns of cargo traffic;

� fluctuations in demand for containerized goods outside their area of production;

� the availability and terms of container financing;
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� fluctuations in interest rates and currency exchange rates;

� overcapacity, undercapacity and consolidation of container manufacturers;
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� 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;

� consolidation, withdrawal or insolvency of individual container shipping lines;

� 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 or interfere with trade, such as the 2011 earthquake and
tsunami in Japan; and

� other political and economic factors.
Many of these and other factors affecting the container industry 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. In addition, 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 could decrease, resulting in decreased revenue and increased storage and repositioning costs, which would harm our business, results of
operations and financial condition.

Any deceleration or reversal of the current domestic and global economic recoveries may materially and negatively impact our business,
results of operations, cash flows, financial condition and future prospects.

The past several years have been characterized by weak domestic and global economic conditions, inefficiencies and uncertainty in the credit
markets, a low level of liquidity in many financial markets and extreme volatility in many equity markets and increasing sovereign credit risks.
Although these conditions appear to be somewhat abating and domestic and global growth seems to be underway, it is not yet clear whether a
sustainable recovery is currently taking place domestically or internationally. Any deceleration or reversal of the relatively slow and modest
domestic and global economic recoveries could heighten a number of material risks to our business, results of operations, cash flows and
financial condition, as well as our future prospects, including the following:

� Containerized cargo volume growth � A contraction or slowdown in containerized cargo volume growth or negative containerized
cargo volume growth would likely create lower utilization, higher direct costs, weaker shipping lines going out of business, pressure
for us to offer lease concessions and lead to a reduction in the size of our customers� container fleets.

� Credit availability and access to equity markets � Issues involving liquidity and capital adequacy affecting lenders could affect our
ability to fully access our credit facilities or obtain additional debt and could affect the ability of our lenders to meet their funding
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requirements when we need to borrow. Further, a high level of volatility in the equity markets could make it difficult for us to access
the equity markets for additional capital at attractive prices, if at all. If we are unable to obtain credit or access the capital markets, our
business could be negatively impacted.

� Credit availability to our customers � We believe that many of our customers are reliant on liquidity from global credit markets and, in
some cases, require external financing to fund their operations. As a consequence, if our customers lack liquidity, it would likely
negatively impact their ability to pay amounts due to us.
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Lease and/or utilization rates may decrease, which could harm our business, results of operations and financial condition.

We compete mostly on price and the availability of containers. Lease rates for our containers depend on a large number of factors, including the
following:

� the supply of, and demand for, containers available;

� the price of new containers (which is positively correlated with the price of steel);

� the type and length of the lease;

� interest rates and the availability of financing for leasing companies;

� embedded residual assumptions;

� the type and age of the container;

� the location of the container being leased;

� the quantity of containers available for lease by our competitors; and

� lease rates offered by our competitors.
Most of these factors are beyond our control. In addition, lease rates can be negatively impacted by, among other things, the entrance of new
leasing companies, overproduction of new containers by factories and the over-buying by shipping lines, leasing competitors and tax-driven
container investors. For example, during 2001 and again in the second quarter of 2005, overproduction of new containers, coupled with a
build-up of container inventories in Asia by leasing companies and shipping lines, led to decreased utilization rates. Additionally in 2012,
container leasing companies, including us, raised substantial amounts in the debt and equity markets and this increased availability of funds,
given a limited demand for containers, may contribute to downward pressure on lease rates. The impact to us of any future decrease in lease
rates may be more severe than past rate decreases due to the substantial growth in our owned fleet in the past few years and the relatively high
prices paid for new containers in the past year that were initially leased at historically high rates. If future market lease rates decrease, revenues
generated by our fleet will likely be adversely affected, which could harm our business, results of operations, cash flows and financial condition.

Lessee defaults may harm 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 to 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.

We believe that there is the continued risk of lessee defaults in 2013. While shipping lines were generally successful in raising freight rates on
the major trade lanes during 2012, most rates have subsequently declined. Additionally, excess vessel capacity due to new ship production and
the re-activation of previously laid up vessels will continue to be a factor in 2013. High fuel costs also continue to impact the financial
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performance of shipping lines. Most major shipping lines reported improved financial performance in 2012 from the large losses suffered in
2011, but profits have been modest and not consistent. While containerized trade grew modestly in 2012, it was not sufficient to fully utilize the
increased vessel capacity and some trade lanes experienced trade declines. Existing excess vessel capacity and continued new vessel deliveries
are expected to continue to pressure freight rates for some time. As a result we continue to face heightened risk that our financial performance
and cash flow could be severely affected by defaults by our customers.
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When lessees default, we may fail to recover all of our containers, and the containers that 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
directly reduce our income and for our managed containers, lessee defaults decrease rental revenue and increase operating expenses, and thus
reduce our management fee revenue. While we maintain insurance to cover some 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. Any such future defaults could harm our business, results of operations
and financial condition.

Sustained reduction in the prices of new containers could harm our business, results of operations and financial condition.

If there is a sustained downturn in new container prices, the lease rates of older, off-lease containers would also be expected to decrease. If there
is a sustained reduction in the price of new containers such that the market lease rate for all containers is reduced, this trend could harm our
business, results of operations and financial condition, even if this sustained reduction in price would allow us to purchase containers at a lower
cost.

If we are unable to lease our new containers shortly after we purchase them, our business, results of operations, cash flows and financial
condition may be harmed.

Lease rates for new containers are positively correlated to the fluctuations in the price of new containers, which is positively correlated with the
price of steel, a major component used in the manufacture of new containers. In the past five years, prices for new standard 20� dry freight
containers have moved in a wide range, with prices experiencing increases and decreases over 50% during this time. Our average new container
cost per CEU decreased 6.8% during 2012. If we are unable to lease the new containers that we purchase within a short period of time of such
purchase, the market price of new containers and the corresponding market lease rates for new containers may decrease, regardless of the higher
cost of the previously purchased containers. Additionally, if we believe new container prices are attractive, we may determine to purchase more
containers than we have immediate demand for if we expect container prices or lease rates may rise. If prices do not rise or new container
demand weakens, we may be unable to lease this speculative inventory on attractive terms or at all. Declines in new container prices, lease rates,
or the inability to lease new containers could harm our business, results of operations and financial condition.

We face risks associated with re-leasing containers after their initial long term lease.

Containers have a useful economic life that is generally between 12 and 15 years. When we purchase newly produced containers, we typically
lease them out under long-term leases with terms of 3 to 5 years at a lease rate that is correlated to the price paid for the container. As containers
leased under term leases are not leased out for their full economic life, we face risks associated with re-leasing containers after their initial long
term lease at a rate that continues to provide a reasonable economic return based on the initial purchase price of the container. If prevailing
container lease rates decline significantly between the time a container is initially leased out and when its initial long term lease expires, or if
overall demand for containers declines, we may be unable to earn a sufficient lease rate from the re-leasing of containers when their initial term
leases expire. This could materially adversely impact our results and financial performance.

Sustained reduction in the production of new containers could harm our business, results of operations and financial condition.

The lack of new production of standard dry freight containers from the fourth quarter of 2008 through the end of 2009, combined with continued
retirement of older containers in the ordinary course, led to a decline in
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the world container fleet of approximately 4% in 2009, creating a shortage of containers as worldwide cargo volumes increased by 12.0% in
2010 and 8.6% in 2011. During the period of decline in the world container fleet, container manufacturers lost up to 60% of their skilled work
force due to long shutdowns, and had limited production capacity in 2010 as they had to hire and train a new skilled work force. Although
manufacturers resumed production in 2011 and continued steady production in 2012, if there is a sustained reduction in the production of new
containers, it could impact our ability to expand our fleet, which could harm our business, results of operations and financial condition.

Further consolidation of container manufacturers or the disruption of manufacturing for the major manufacturers could result in
higher new container prices and/or decreased supply of new containers. Any material increase in the cost or reduction in the supply of
new containers could harm our business, results of operations and financial condition.

We currently purchase almost all of our containers from manufacturers based in the People�s Republic of China (the �PRC�). If it were to become
more expensive for us to procure containers in the PRC or to transport these containers at a low cost from the manufacturer to the locations
where they are needed by our container lessees because of changes in exchange rates between the U.S. Dollar and Chinese Yuan, further
consolidation among container suppliers, increased tariffs imposed by the U.S. or other governments, increased fuel costs, increased labor costs,
or for any other reason, we may have to seek alternative sources of supply. While we are not dependent on any single manufacturer for our
supply of 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.

In particular, the availability and price of containers depend significantly on the capacity and bargaining position of the major container
manufacturers. Due to consolidation in the container manufacturing industry, two major manufacturers have approximately 70% of that
industry�s market share. This market structure lead to spikes in container prices in 2011 and in 2012. If the increased cost of purchasing
containers is not matched by a corresponding increase in lease rates, our business, results of operations and financial conditions would be
harmed.

A contraction or slowdown in containerized cargo growth or negative containerized cargo growth would lead to a surplus of containers
and a lack of storage space, which could negatively impact us.

We depend on third party depot operators to repair and store our equipment in port areas throughout the world. Growth in the world�s container
fleet has significantly outpaced growth in depot capacity and even in the current period of historically high utilization, we are experiencing
limited depot capacity in certain major port cities, including Singapore, Hong Kong and Pusan. Additionally, the land occupied by depots is
increasingly being considered prime real estate, as it is costal land in or near major cities, and this land may be developed into other uses or there
may be increasing restrictions on depot operations by local communities. This could increase depots costs and in some cases force depots to
relocate to sites further from the port areas. If these changes affect a large number of our depots, or if we experience a period of lower container
utilization, it could significantly increase the cost of maintaining and storing our off-hire containers. Additionally, if depot space is unavailable,
we may be unable to accept returned containers from lessees, which may cause us to breach our lease agreements.

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 U.S. 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
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dramatically decreased in the immediate aftermath of the September 11, 2001 terrorist attacks in the U.S., 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.

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 after a terrorist attack. Our insurance coverage is limited and is subject to large deductibles and significant
exclusions and we have very limited insurance for liability arising from a terrorist attack. Accordingly, we may not be protected from liability
(and expenses in defending against claims of liability) arising from a terrorist attack.

We derive a substantial portion of our leasing revenue from a limited number of container lessees, and the loss of, or reduction in
business by, any of these container lessees could harm our business, results of operations and financial condition.

We have derived, and believe that we will continue to derive, a significant portion of our leasing revenue and cash flow from a limited number
of container lessees. Lease billings from our 25 largest container lessees by revenue represented $457.0 million or 77.3% of the total fleet
billings during 2012, with lease billings from our single largest container lessee accounting for $71.2 million, or 12.0% of container lease
billings during such fiscal year. Given the high concentration of our customer base, a default by any of our largest customers would result in a
major reduction in our leasing revenue, large repossession expenses, potentially large lost equipment charges and a material adverse impact on
our performance and financial condition.

The introduction of very large container ships (10,000 TEU+) on the major trade lanes may lead to further industry consolidation, an even
greater reliance by us on our largest customers, and negatively impact the performance of smaller and mid-size shipping lines. Several of the
largest shipping lines have invested heavily in these very large ships and reportedly have achieved meaningful unit cost advantages and
increased market shares on the major trade lanes. In response, some smaller shipping lines have started to exit the major trade lanes, while others
are seeking to form closer operating partnerships.

We face extensive competition in the container leasing industry and our lessees may decide to buy, rather than lease their containers.

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, companies and financial institutions offering finance leases, and
promoters of container ownership and leasing as a tax-efficient investment. 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, if
leased, 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; supply reliability; lease terms, including lease duration,
drop-off restrictions and repair provisions; customer service; and the location, availability, quality and individual characteristics of containers.
New entrants into the leasing business may be attracted by the high rate of containerized trade growth and the recent financial performance of
the publicly traded leasing companies. New entrants may be willing to offer pricing or other terms that we are unwilling or unable to match.
Additionally, the management agreements under which we manage containers for other parties do not restrict these container owners from
having other container fleets managed by competing leasing companies or from directly competing with us.

We, like other suppliers of leased containers, are dependent upon decisions by shipping lines to lease rather than buy their container equipment.
Shipping lines own a significant amount of the world�s intermodal containers
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and effectively compete with us. In part due to constraints on their financing and desire to allocate capital to new ship purchases and port
terminals, in recent years, shipping lines have significantly reduced their purchases of new containers. In 2012 approximately 65% of all
shipping containers were purchased by leasing companies and in 2013 we estimate that leasing companies might purchase up to 70% of all
shipping containers produced. Should shipping lines decide to buy a larger percentage of the containers they operate, our utilization rate would
decrease, resulting in decreased leasing revenues, increased storage costs and increased positioning costs. A decrease in the portion of leased
containers would also reduce our investment opportunities and significantly constrain our growth.

Our results of operations are subject to changes resulting from the political and economic policies of the PRC and economic activity in
the PRC.

A substantial portion of our containers are leased out from locations in the PRC. The main manufacturers of containers are also located in the
PRC. The political and economic policies of the PRC and the level of economic activity in the PRC may have significant impact on our
company and our financial performance.

Changes in the political leadership of the PRC may have a significant effect on laws and policies that impact economic growth and trade and the
corresponding need for containers to ship goods from the PRC, including the introduction of measures to control inflation, changes in the rate or
method of taxation, and the imposition of additional restrictions on currency conversion, remittances abroad, and foreign investment. Moreover,
economic reforms and growth in the PRC have been more successful in certain provinces than in others, and the continuation of or increases in
such disparities could affect the political or social stability of the PRC.

A large number of our shipping line customers are domiciled either in the PRC (including Hong Kong) or in Taiwan. In 2012, approximately
32.2% of our revenue was attributable to shipping line customers that were either domiciled in the PRC (including Hong Kong) or in Taiwan.
Almost all container manufacturing facilities from which we purchased our containers in 2012 are located in the PRC. A reduced rate of
economic growth, changes to economic policy or political instability in either the PRC or Taiwan could have a negative effect on our major
customers, our ability to obtain containers and correspondingly, our results of operations and financial condition.

The legal systems in the PRC and other jurisdictions have inherent uncertainties that could limit the legal protections available to us
and even if legal judgments are obtained, collection may be difficult.

We currently purchase almost all of our containers from manufacturers based in the PRC. In addition, a substantial portion of our containers are
leased out from locations in the PRC. California law governs almost all of these agreements. However, disputes or settlements arising out of
these agreements may need to be enforced in the PRC. The PRC legal system is based on written statutes. Prior court decisions may be cited for
reference but have limited precedential value. Since 1979, PRC legislation and regulations have significantly enhanced the protections afforded
to various forms of foreign investments in the PRC. However, since these laws and regulations are relatively new and the PRC legal system
continues to evolve, the interpretations of many laws, regulations and rules are not always uniform and may be subject to considerable
discretion, variation, or influence by external forces unrelated to the legal merits of a particular matter. The enforcement of these laws,
regulations, and rules involves uncertainties that may limit remedies available to us. Any litigation or arbitration in the PRC may be protracted
and may result in substantial costs and diversion of resources and management attention. In addition, the PRC may enact new laws or amend
current laws that may be detrimental to us, which may have a material adverse effect on our business operations. If we are unable to enforce any
legal rights that we may have under our contracts or otherwise in the PRC, our ability to compete and our results of operations could be harmed.

In addition, as our containers are used in trade involving goods being shipped to locations throughout the world, it is not possible to predict, with
any degree of certainty, the jurisdictions in which enforcement
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proceedings may be commenced. Litigation and enforcement proceedings have inherent uncertainties in any jurisdiction and are expensive.
These uncertainties are enhanced in countries that have less developed legal systems where the interpretation of laws and regulations is not
consistent, may be influenced by factors other than legal merits and may be cumbersome, time-consuming and even more expensive. For
example, repossession from defaulting lessees may be difficult and more expensive in jurisdictions whose laws do not confer the same security
interests and rights to creditors and lessors as those in the United States and where the legal system is not as well developed. Additionally, even
if we are successful in obtaining judgments against defaulting lessees, these lessees may have limited owned assets and/or heavily encumbered
assets and the collection and enforcement of a monetary judgment may be unsuccessful. As a result, the remedies available and the relative
success and expedience of collection and enforcement proceedings with respect to the containers in various jurisdictions cannot be predicted.

Because substantially all of our revenues are generated in U.S. dollars, but a significant portion of our expenses are incurred in other
currencies, exchange rate fluctuations could have an adverse impact on our results of operations.

The U.S. dollar is our primary operating currency. Almost all of our revenues are denominated in U.S. dollars, and approximately 64% of our
direct container expenses were denominated in U.S. dollars for the year ended December 31, 2012. Accordingly, a significant amount of our
expenses are incurred in currencies other than the U.S. dollar. This difference could lead to fluctuations in net income due to changes in the
value of the U.S. dollar relative to the other currencies. During 2012, 2011 and 2010, 36%, 36% and 34%, respectively, of our direct container
expenses were paid in 18 different foreign currencies. A decrease in the value of the U.S. dollar against non-U.S. currencies in which our
expenses are incurred translates into an increase in those expenses in U.S. dollar terms, which would decrease our net income.

Sustained Asian economic instability could reduce demand for leasing, which would harm our business, results of operations and
financial condition.

Many of our customers are substantially dependent upon shipments of goods exported from Asia. From time to time, there have been health
scares, such as Severe Acute Respiratory Syndrome 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. Any reduction in demand for leased containers would harm our business, results
of operations and financial condition.

We own a large and growing number of containers in our fleet and are subject to significant ownership risk and increasing our owned
fleet entails increasing our debt, which could result in financial instability.

Ownership of containers entails greater risk than management of containers for container investors. In 2012, we increased the percentage of
containers in our fleet that we own from 59% at the beginning of the year to 73% at the end of the year. The increased number of containers in
our owned fleet, increases our exposure to financing costs, financing risks, 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. The number
of containers in our owned fleet fluctuates over time as we purchase new containers, sell containers into the secondary resale market, and acquire
other fleets. As part of our strategy, we focus on increasing the number of owned containers in our fleet and we therefore expect our ownership
risk to increase correspondingly.

As we increase the number of containers in our owned fleet, we will likely have more capital at risk and may need to maintain higher debt
balances. For example, our total debt increased from $1,509.2 million at the start of 2012 to $2,261.7 million at the end of 2012. Additional
borrowings may not be available under our revolving credit facilities or our secured debt facility, and we may not be able to refinance these
facilities, if
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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 or may not have access on attractive terms. These effects, among others, may reduce our profitability and adversely affect our plans
to maintain the container ownership portion of our business.

The demand for leased containers is partially tied to international trade. If this demand were to decrease due to increased barriers to
trade, or for any other reason, it could reduce demand for intermodal container leasing, which would harm our business, results of
operations and financial condition.

A substantial portion of our containers are used in trade involving goods being shipped from the PRC and other Asian countries to the United
States, Europe or other regions. The willingness and ability of international consumers to purchase foreign goods is dependent on political
support, in the United States, Europe and other countries, for an absence of government-imposed barriers to international trade in goods and
services. For example, international consumer demand for foreign goods is related to price; if the price differential between foreign goods and
domestically-produced goods were to decrease due to increased tariffs on foreign goods, strengthening in the applicable foreign currencies
relative to domestic currencies, rising wages, increasing input or energy costs or other factors, demand for foreign goods could decrease, which
could result in reduced demand for intermodal container leasing. A similar reduction in demand for intermodal container leasing could result
from an increased use of quotas or other technical barriers to restrict trade. The current regime of relatively free trade may not continue.

The international nature of the container shipping industry exposes us to numerous risks.

We are 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;

� fluctuations in currency exchange rates;

� changes in governmental policy or regulation;

� restrictions on the transfer of funds or other assets into or out of different countries;

� import and export duties and quotas;

� domestic and foreign customs and tariffs;

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

� government instability;

� nationalization of foreign assets;

� government protectionism;
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� 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;

� consequences from changes in tax laws, including tax laws pertaining to the 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 various jurisdictions.
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One or more of these factors or other related factors may impair our current or future international operations and, as a result, harm our business,
results of operations and financial condition.

We rely on our proprietary information technology systems to conduct our business. If these systems fail to perform their functions
adequately, or if we experience an interruption in their operation, our business, results of operations and financial condition could be
harmed.

The efficient operation of our business is highly dependent on our proprietary information technology systems. We rely on our systems to record
transactions, such as repair and depot charges, purchases and disposals of containers and movements associated with each of our owned or
managed containers. We use the information provided by these systems in our day-to-day business decisions in order to effectively manage our
lease portfolio, reduce costs and improve customer service. We also rely on these systems for the accurate tracking of the performance of our
managed fleet for each container investor. The failure of our systems 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. Our information technology systems are
vulnerable to damage or interruption from circumstances beyond our control, including fire, natural disasters, power loss and computer systems
failures and viruses or cyber-attacks. Even though we have developed redundancies and other contingencies to mitigate any disruptions to our
information technology systems, these redundancies and contingencies may not completely prevent interruptions to our information technology
systems. Any such interruptions could harm our business, results of operations and financial condition.

Consolidation, shipping line alliances, and concentration in the container shipping industry could decrease the demand for leased
containers.

We primarily lease containers to container shipping lines. The container shipping lines have historically relied on a large number of leased
containers to satisfy their needs. The shipping industry has been consolidating for a number of years, and further consolidation is expected.
Shipping lines also form alliances to share vessel space. Consolidation of major container shipping lines and these alliances 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. Consolidation could also create concentration of credit risk if the number of our container
lessees decreases. Additionally, large container shipping lines with significant resources could choose to manufacture or purchase their own
containers, which would decrease their demand for leased containers and could harm our business, results of operations and financial condition.

Gains and losses associated with the disposition or trading of used equipment may fluctuate and adversely affect our business, results of
operations and financial condition.

We regularly sell used containers at the end of their useful economic lives in marine service or when we believe it maximizes the projected
financial return, considering the location, sale price, cost of repair, possible repositioning expenses, earnings prospects and remaining useful life.
The residual value of these containers affects our profitability. The volatility of the residual values of used containers may be significant. These
values depend upon, among other factors, demand for used containers for secondary purposes, comparable new container costs, used container
availability, condition and location of the containers, and market conditions. Most of these factors are outside of our control.

Gains or losses on the disposition of used container equipment and the sales fees earned on the disposition of managed containers will also
fluctuate and may be significant if we sell large quantities of used containers. Any such fluctuations could harm our business, results of
operations and financial condition. See Item 5, �Operating and Financial Review and Prospects� for a discussion of our gains or losses on the
disposition of used container equipment.

In addition to disposing of our fleet�s used containers at the end of their useful economic life, we opportunistically purchase used containers for
resale from our shipping line customers and other sellers. If the
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supply of equipment becomes limited because these sellers develop other means for disposing of their equipment or develop their own sales
network, our equipment trading revenues and our profitability could be negatively impacted. If selling prices rapidly deteriorate and we are
holding a large inventory that was purchased when prices for equipment were higher, then our gross margins from trading could decline or
become negative.

We may incur significant costs to reposition our containers, which could harm our business, results of operations and financial
condition.

When lessees return containers to locations where supply exceeds demand, we sometimes 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 previous lessee of the containers or pick-up charges paid by the new lessee. We seek to limit the number of
and impose surcharges on containers returned to low demand locations. Market conditions, however, may not enable us to continue such
practices. In addition, we may not be able to accurately anticipate which locations will be characterized by higher or lower demand in the future,
and our current contracts will not protect us from repositioning costs if locations that we expect to be higher demand locations turn out to be
lower demand locations at the time the containers are returned. Any such increases in costs to reposition our containers could harm our business,
results of operations and financial condition.

Our indebtedness reduces our financial flexibility and could impede our ability to operate.

We have historically operated with, and anticipate continuing to operate with, a significant amount of debt. As of December 31, 2012, we had
outstanding indebtedness of $2,261.7 million under our debt facilities. There is no assurance that we will be able to refinance our outstanding
indebtedness on terms that we can afford or at all. If we are unable to refinance our outstanding indebtedness, or if we are unable to increase the
amount of our borrowing capacity, it could limit our ability to grow our business.

The amount of our indebtedness, and the terms of the related indebtedness (including interest rates and covenants), could have important
consequences for us, including the following:

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

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

� reduce our ability to make acquisitions or expand our business;

� make it more difficult for us to satisfy our current or future debt obligations;

� any failure to comply with our debt 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 and have a material adverse effect on our business or financial condition;

� limit 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

� increase our vulnerability to general adverse economic and industry conditions, including changes in interest rates.
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
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We will require a significant amount of cash to service and repay our outstanding indebtedness, fund future capital expenditures, 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. 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 future 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.
The terms of our debt facilities impose, and the terms of any future indebtedness may impose, significant operating, financial and other
restrictions on us and our subsidiaries.

Restrictions imposed by our revolving credit facilities, secured debt facility and bonds may limit or prohibit, among other things, our ability to:

� incur additional indebtedness;

� pay dividends on or redeem or repurchase our common shares;

� enter into new lines of business;

� issue capital stock of our subsidiaries;

� make loans and certain types of investments;

� incur liens;

� sell certain assets or merge with or into other companies or acquire other companies;

� enter into certain transactions with shareholders and affiliates; and

� restrict dividends, distributions or other payments from our subsidiaries.
We are also required to comply with certain financial ratio covenants. 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 a 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
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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.

If we are unable to enter into interest rate swaps and caps on reasonable commercial terms or if a counterparty under our interest rate
swap and cap agreements defaults, our exposure associated with our variable rate debt could increase.

We have typically funded a significant portion of the purchase price of new containers through borrowings under our revolving credit facilities
and our secured debt facility and intend to use borrowings under our revolving credit facilities and our secured debt facility for such funding in
the future. All of our outstanding debt, other than the $373.3 million and $340.0 million in aggregate principal amount under TMCL�s Series
2012-1 Fixed Rate Asset Backed Notes and Series 2011-1 Fixed Rate Asset Backed Notes, respectively, are subject to variable interest rates. We
have entered into various interest rate swap and cap agreements to mitigate our exposure associated with variable rate debt. The swap
agreements involve payments by us to counterparties at fixed rates in return for receipts based upon variable rates indexed to the London Inter
Bank Offered Rate. There can be no assurance that interest rate caps and swaps will be available in the future, or if available, will be on
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terms satisfactory to us. Moreover, our interest rate swap agreements are subject to counterparty credit exposure, which is defined as the ability
of a counterparty to perform its financial obligations under a derivative contract. While we monitor our counterparties� credit ratings on an
on-going basis, we cannot be certain that they will stay in compliance with the related derivative agreements and not default in the future. If we
are unable to obtain interest rate caps and swaps or if a counterparty under our interest rate swap and cap agreements defaults, our exposure
associated with our variable rate debt could increase.

Use of counterfeit and improper refrigerant in refrigeration machines for refrigerated containers could cause irreparable damage to the
refrigeration machines, death or personal injury, and materially impair the value of our refrigerated container fleet.

In 2011 and 2012, there were reports of counterfeit and improper refrigerant gas being used to service refrigeration machines in depots in Asia.
The use of this counterfeit gas has led to the explosion of several refrigeration machines within the industry. Several of these incidents have
resulted in personal injury or death, and in all cases, the counterfeit gas has led to irreparable damage to the refrigeration machines.

Safer testing procedures have been developed and are being implemented by refrigeration manufacturers and industry participants in order to
determine whether counterfeit or improper gas has been used to service a refrigeration machine. However, the implementation of these testing
procedures has only recently commenced and there can be no assurance that these procedures will prove to be reliable and cost effective. If the
recently developed tests and industry procedures are not proven safe and effective or if the use of such counterfeit and improper refrigerant is
more widespread than currently believed or other counterfeit refrigerant issues emerge, the value of our refrigerated container fleet and our
ability to lease refrigerated containers could be materially impaired and could therefore have a material adverse effect on our financial condition,
results of operations and cash flows. Additionally, we might be subject to claims for damages by parties injured from contaminated refrigeration
machinery operated by our lessees which may materially adversely affect us.

If our insurance is inadequate or if we are unable to obtain insurance, we may experience losses.

Under all of our leases, our lessees are generally responsible for loss of or damage to a container beyond ordinary wear and tear, and they are
required to purchase insurance to cover any other liabilities. Our depots are also required to maintain insurance and indemnify us against losses.
We also maintain our own insurance to cover our containers when they are not on-hire to lessees or when the lessee fails to have adequate
primary coverage, and third-party liability insurance for both on-hire and off-hire containers. In addition, we maintain insurance that, after
satisfying our deductibles, would cover loss of revenue as a result of default under most of our leases, as well as the recovery cost or
replacement value of most of our containers. Lessees� and depots� insurance policies and indemnity rights may not protect us against losses. Our
own insurance may prove to be inadequate to prevent against losses or in the future coverage may be unavailable or uneconomic, and losses
could arise from a lack of insurance coverage.

U.S. investors in our company could suffer adverse tax consequences if we are characterized as a passive foreign investment company
for U.S. federal income tax purposes.

Based upon the nature of our business activities, we may be classified as a passive foreign investment company (�PFIC�) for U.S. federal income
tax purposes. Such characterization could result in adverse U.S. tax consequences to direct or indirect U.S. investors in our common shares. For
example, if we are a PFIC, our U.S. investors could become subject to increased tax liabilities under U.S. tax laws and regulations and could
become subject to burdensome reporting requirements. The determination of whether or not we are a PFIC is made on an annual basis and
depends on the composition of our income and assets from time to time. Specifically, for any taxable year we will be classified as a PFIC for
U.S. tax purposes if either:

� 75% or more of our gross income in a taxable year is passive income, or

� the average percentage of our assets (which includes cash) by value in a taxable year which produce or are held for the production of
passive income is at least 50%.
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In applying these tests, we are treated as owning or generating directly our pro rata share of the assets and income of any corporation in which
we own at least 25% by value. In addition, the composition of our income and assets will be affected by how, and how quickly, we spend the
cash we have raised.

If you are a U.S. investor and we are a PFIC for any taxable year during which you own our common shares, you could be subject to adverse
U.S. tax consequences. Under the PFIC rules, unless a U.S. investor is permitted to and does elect otherwise under the Internal Revenue Code,
such U.S. investor would be liable to pay U.S. federal income tax at the then prevailing income tax rates on ordinary income plus interest upon
excess distributions and upon any gain from the disposition of our common shares, as if the excess distribution or gain had been recognized
ratably over the investor�s holding period for our common shares. Based on the composition of our income, valuation of our assets (including
goodwill), and our election to treat certain of our subsidiaries as disregarded entities for U.S. federal income tax purposes, we do not believe we
were a PFIC for any period after the IPO date and we do not expect that we should be treated as a PFIC for our current taxable year. However,
there can be no assurance at all in this regard. Because the PFIC determination is highly fact intensive and made at the end of each taxable year,
it is possible that we may be a PFIC for the current or any future taxable year or that the IRS may challenge our determination concerning our
PFIC status.

We may become subject to unanticipated tax liabilities that may have a material adverse effect on our results of operations.

Textainer Group Holdings Limited is a Bermuda company, and we believe that a significant portion of the income derived from our operations
will not be subject to tax in Bermuda, which currently has no corporate income tax, or in many other countries in which we conduct activities or
in which our customers or containers are located. However, this belief is based on the anticipated nature and conduct of our business, which may
change. It is also based on our understanding of our position under the tax laws of the countries in which we have assets or conduct activities.
This position is subject to review and possible challenge by taxing authorities and to possible changes in law that may have retroactive effect.

A portion of our income is treated as effectively connected with our conduct of a trade or business within the U.S., and is accordingly subject to
U.S. federal income tax. It is possible that the U.S. Internal Revenue Service will conclude that a greater portion of our income is effectively
connected income that should be subject to U.S. federal income tax. In October 2012, we were notified that the 2010 United States tax returns
for TGH and its U.S. subsidiary, Textainer Equipment Management (U.S.) Limited, were selected for examination. These examinations, or
future examinations of tax returns filed in the U.S., may result in additional tax liabilities being imposed on us and may materially adversely
affect our financial results and operations.

Our results of operations could be materially and adversely affected if we become subject to a significant amount of unanticipated tax liabilities.

Our U.S. subsidiaries may be treated as personal holding companies for U.S. federal tax purposes now or in the future.

Any of our direct or indirect U.S. subsidiaries could be subject to additional U.S. tax on a portion of its income if it is considered to be a personal
holding company (�PHC�) for U.S. federal income tax purposes. This status depends on whether more than 50% of the subsidiary�s shares by value
could be deemed to be owned (taking into account constructive ownership rules) by five or fewer individuals and whether 60% or more of the
subsidiary�s adjusted ordinary gross income consists of �personal holding company income,� which includes certain forms of passive and
investment income. The PHC rules do not apply to non-U.S. corporations. We believe that none of our U.S. subsidiaries should be considered
PHCs. In addition, we intend to cause our U.S. subsidiaries to manage their affairs in a manner that reduces the possibility that they will meet the
60% income threshold. However, because of the lack of complete information regarding our ultimate share ownership (i.e., particularly as
determined by constructive ownership rules), our U.S. subsidiaries may become PHCs in the future and, in that event, the amount of U.S. federal
income tax that would be imposed could be material.
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The U.S. government has special contracting requirements that create additional risks.

We have a firm, fixed price, indefinite quantity contract with the Surface Deployment and Distribution Command (�SDDC�) to supply leased
marine containers to the U.S. military. As an indefinite quantity contract, there is no guarantee that the U.S. military will pay more than the
minimum guarantee, which guaranteed amount is substantially below the total amount authorized under the contract. Thus, the expected
revenues from the SDDC contract may not fully materialize. This contract also contains an �assured access� clause that requires us to provide as
many containers as the military requests, without a cap. If we do not perform under this �assured access� clause we may incur financial penalties.
To date, we have met the requirements of the �assured access� clause and no penalties have occurred. If we do not perform in accordance with the
terms of the SDDC contract, we may receive a poor performance report that would be considered by the U.S. military in making any future
awards. Accordingly, we cannot be certain that we will be awarded any future government contracts.

In contracting with the U.S. military, we are subject to U.S. government contract laws, regulations and other requirements that impose risks not
generally found in commercial contracts. For example, U.S. government contracts require contractors to comply with a number of
socio-economic requirements and to submit periodic reports regarding compliance, are subject to audit and modification by the U.S. government
in its sole discretion, and impose certain requirements relating to software and/or technical data that, if not followed, could result in the
inadvertent grant to the U.S. government of broader licenses to use and disclose such software or data than intended.

These laws, regulations and contract provisions also permit, under certain circumstances, the U.S. government unilaterally to:

� suspend or prevent us for a set period of time from receiving new government contracts or extending existing contracts based on
violations or suspected violations of laws or regulations;

� terminate the SDDC contract;

� reduce the scope and value of the SDDC contract;

� audit our performance under the SDDC contract and our compliance with various regulations; and

� change certain terms and conditions in the SDDC contract.
In addition, the U.S. military may terminate the SDDC contract either for its convenience at any time or if we default by failing to perform in
accordance with the contract schedule and terms. Termination for convenience provisions generally enable the contractor to recover only those
costs incurred or committed, and settlement expenses and profit on the work completed prior to termination. Termination for default provisions
do not permit these recoveries and make the contractor liable for excess costs incurred by the U.S. military in procuring undelivered items from
another source.

In addition, the U.S. government could bring criminal and civil charges against us based on intentional or unintentional violations of the
representations and certifications that we have made in the SDDC contract. Although adjustments arising from U.S. government audits and
reviews have not seriously harmed our business in the past, future audits and reviews could cause adverse effects. We could also suffer serious
harm to our reputation if allegations of impropriety were to be made against us.

We may choose to pursue acquisitions or joint ventures that could present unforeseen integration obstacles or costs and we face risks
from our two joint ventures.

We may pursue acquisitions and joint ventures. Acquisitions involve a number of risks and present financial, managerial and operational
challenges, including:
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� 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.

On August 5, 2011, a joint venture, TW Container Leasing, Ltd (�TW�), was formed between TL and Wells Fargo Container Corp, a
wholly-owned subsidiary of Wells Fargo and Company. The purpose of TW is to lease containers to lessees under direct financing leases. TW is
governed by members, credit and management agreements. Under the members agreement, TL owns 25% and WFC owns 75% of the common
shares and related voting rights of TW. TL also has two seats and WFC has six seats on TW�s board of directors, with each seat having equal
voting rights, provided, however, that the approval of at least one TL-appointed director is required for any action of the board of directors. As
we do not own the majority of TW, we face risks associated with investing in an entity that we do not control and it is possible that the interests
of the controlling stockholder could be different from our interests. Conflicts between us and the controlling stockholder of TW could result in
litigation, an inability to operate TW, lost business opportunities for TW and us, and other problems that might have a material adverse impact
on us as a whole.

On December 20, 2012, TL purchased 50.1% of the outstanding common shares of TAP Funding Ltd. (�TAP Funding�). TAP Funding owns a
fleet of containers under our management. TAP Funding is governed by members and management agreements. TL has two voting rights and
TAP Ltd, the 49.9% shareholder, has one voting right in TAP Funding, with the exception of certain matters such as bankruptcy proceedings, the
incurrence of debt and mergers and consolidations, which require unanimity. TL also has two seats and TAP Ltd has one seat on TAP Funding�s
board of directors. While we own the majority of TAP Funding, we face risks associated with TAP Funding�s structure that requires both
shareholders to agree on certain significant matters such as debt financing, mergers and liquidation. It is possible that the interests of the other
shareholder could be different from our interests. Conflicts between us and the other shareholder of TAP Funding could result in litigation, an
inability to finance and operate TAP Funding, and other problems that might have a material adverse impact on us as a whole.

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 material 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 an impact on our profitability in that period. Our ability to continue to attract new management contracts
depends upon a number of factors, including our willingness to allocate a portion of our new container purchases to container investors, our
ability to lease additional containers on attractive lease terms and to efficiently manage the repositioning, storage 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, we may lose management contract opportunities in the future, which could affect our business, results of operations and financial
condition.

Our senior executives are critical to the success of our business and any inability to retain them or recruit and successfully integrate new
personnel could harm our business, results of operations and financial condition.

Our senior management has a long history in the container leasing industry, with an average of 15 years of service with us. We rely on this
knowledge and experience in our strategic planning and in our day-to-day

20

Edgar Filing: TEXTAINER GROUP HOLDINGS LTD - Form 20-F

Table of Contents 32



Table of Contents

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.

In October 2011, our then President and Chief Executive Officer, John Maccarone, retired and Philip Brewer was promoted to this position. At
that time, Robert Pedersen was promoted to be the President and Chief Executive Officer of Textainer Equipment Management Limited, the
wholly-owned subsidiary which provides container management, acquisition and disposition services for us. In September 2011, we hired Daniel
Cohen as our Vice President and General Counsel, a new position. In January 2012, we hired Hilliard Terry, III, as our Executive Vice President
and Chief Financial Officer, and Ernest Furtado, who previously held this position, became our Senior Vice President and Chief Accounting and
Compliance Officer. Our success depends on the successful integration and performance of our newly hired officers and on the successful
performance of our long-standing officers in their new positions.

Our success also depends on our ability to retain our experienced sales force and technical personnel as well as recruit 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. We have �at will� employment agreements with all of our executive
officers.

The lack of an international title registry for containers increases the risk of ownership disputes.

Although the Bureau International des Containers registers and allocates a four letter prefix to every container in accordance with ISO standard
6346 (Freight container coding, identification and marking) to identify the owner/operator and each container has a unique prefix and serial
number, there is no internationally recognized system of recordation or filing to evidence our title to containers nor is there an internationally
recognized system for filing security interests in containers. Although this has not occurred to date, the lack of a title recordation system with
respect to containers could result in disputes with lessees, end-users, or third parties who may improperly claim ownership of containers.

We may incur costs associated with new cargo security regulations, which may adversely affect our business, results of operations and
financial condition.

We may be subject to regulations promulgated in various countries, including the U.S., 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 U.S. Moreover, the International Convention for Safe Containers, 1972, as amended, adopted by the International Maritime
Organization, applies to 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, results of
operations and financial condition.
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Environmental liability and regulations may adversely affect our business, results of operations 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 or compliance with environmental laws and
regulations in connection with our or our lessees� current or historical operations. Under some environmental laws in the U.S. 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 certain limited liability insurance
and typically require lessees to provide us with indemnity against certain losses, the insurance coverage may not be sufficient to protect against
any or all liabilities and such indemnities may not be sufficient, or available, 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.

Environmental regulations also impact container production and operation, including regulations on the use of chemical refrigerants due to their
ozone depleting and global warming effects. Our refrigerated containers currently use R134A refrigerant. While R134A does not contain CFC�s,
the European Union has instituted regulations to phase out the use of R134A in automobile air conditioning systems beginning in 2011 due to
concern that the release of R134A into the atmosphere may contribute to global warming. While the European Union regulations do not
currently restrict the use of R134A in refrigerated containers or trailers, it is possible that the phase out of R134A in automobile air conditioning
systems will be extended to containers in the future and our operations could be impacted.

Container production also raises environmental concerns. The floors of dry containers are plywood typically made from tropical hardwoods. Due
to concerns regarding de-forestation and climate change, many countries have implemented severe restrictions on the cutting and export of this
wood. Accordingly, container manufacturers have switched a significant portion of production to alternatives such as birch, bamboo, and other
farm grown wood and users are also evaluating alternative designs that would limit the amount of plywood required and are also considering
possible synthetic materials. New woods or other alternatives have not proven their durability over the typical life of a dry container, and if they
cannot perform as well as the hardwoods have historically, the future repair and operating costs for these containers may be impacted. Also, the
insulation foam in the walls of refrigerated containers requires the use of a blowing agent that contains CFC�s. Manufacturers are phasing out the
use of this blowing agent in manufacturing, however, if future regulations prohibit the use or servicing of containers with insulation
manufactured with this blowing agent we could be forced to incur large retrofitting expenses and these containers might bring lower rental rates
and disposal prices.

We are subject to certain U.S. laws that may impact our international operations and any investigation or determination that we
violated these laws may affect our business and operations adversely.

As a Bermuda corporation that has a wholly-owned U.S. subsidiary with operations in the U.S., we are subject to certain U.S. laws that may
impact our international operations. We are subject to the regulations imposed by the Foreign Corrupt Practices Act (FCPA), which generally
prohibits U.S. companies and their intermediaries from making improper payments to foreign officials for the purpose of obtaining or keeping
business. We are also subject to U.S. Executive Orders and U.S. Treasury sanctions regulations restricting or prohibiting business dealings in or
with certain nations and with certain specially designated nationals (individuals and legal entities). Any determination or investigation into
violations of these laws and regulations could have a material adverse effect on our business, financial condition, results of operations and cash
flows.
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We could 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. 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, manufacturers, repairmen and transporters may come into possession of our containers from time to time and have amounts 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 such liens on
our containers.

We may not always pay dividends on our common shares or our dividends could be reduced.

We may not be able to pay future dividends, or we may need to reduce our dividend, because dividends depend on future earnings, capital
requirements, and financial condition. The declaration, amount and payment of future dividends are at the discretion of our board of directors
and will be dependent on our future operating results and the cash requirements of our business. There are a number of factors that can affect our
ability to pay dividends and there is no guarantee that we will pay dividends in any given year, in each quarter of a year, or pay any specific
amount of dividends. In addition, we will not pay dividends in the event we are not allowed to do so under Bermuda law, are in default under (or
such payment would cause a default under) our wholly-owned subsidiary, Textainer Limited�s (�TL�) revolving credit facility, or if such payment
would cause us to breach any of our covenants. These covenants include certain financial covenants, which would be directly affected by the
payment of dividends, such as a maximum ratio of consolidated funded debt to consolidated tangible net worth (which amount would decrease
by the amount of any dividend paid). The reduction, suspension or elimination of dividends may negatively affect the market price of our
common shares. Furthermore, since we are a holding company, substantially all of the assets shown on our consolidated balance sheet are held
by our subsidiaries. Accordingly, our earnings and cash flow and our ability to pay dividends are largely dependent upon the earnings and cash
flows of our subsidiaries and the distribution or other payment of such earnings to us in the form of dividends.

The calculation of our income tax expense requires significant judgment and the use of estimates.

We periodically assess tax positions based on current tax developments, including enacted statutory, judicial and regulatory guidance. In
analyzing our overall tax position, consideration is given to the amount and timing of recognizing income tax liabilities and benefits. In applying
the tax and accounting guidance to the facts and circumstances, income tax balances are adjusted appropriately through the income tax
provision. We account for income tax positions on uncertainties by recognizing the effect of income tax positions only if those positions are
more likely than not of being sustained and maintain reserves for income tax positions we believe are not more likely than not of being
sustained. Recognized income tax positions are measured at the largest amount that is greater than 50% likely of being realized. However, due to
the significant judgment required in estimating those reserves, actual amounts paid, if any, could differ significantly from these estimates.

Future changes in accounting rules could significantly impact how both we and our customers account for our leases.

Our consolidated financial statements are prepared in accordance with GAAP. The Financial Accounting Standards Board (�FASB�) and
International Accounting Standards Board (�IASB�) are expected to issue a new
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Exposure Draft on lease accounting in the first half of 2013 that could significantly change the accounting and reporting for lease arrangements.
The main objective of the proposed standard is to create a new accounting model for both lessees and lessors, replacing the existing concepts of
operating and capital leases with models based on �right-of-use� concepts. The new models would result in the elimination of most off-balance
sheet lease financing for lessees. Some lessees find leasing attractive because under current GAAP they are not required to include the value
(and associated liabilities) of equipment leased under operating leases on their balance sheets, thus improving certain financial metrics. If there
are future changes in GAAP with regard to how we and our customers must account for leases, it could change the way we and our customers
conduct our businesses, including eliminating for lessees the financial statement benefit of entering into operating leases, which might have an
adverse effect on our business.

Risks Related to Our Common Shares

The market price and trading volume of our common shares, which may be affected by market conditions beyond our control, have
been volatile and could continue to remain volatile.

The market price of our common shares has been, and may continue to be highly volatile and subject to wide fluctuations. In addition, the
trading volume in our common shares has fluctuated and may continue to fluctuate, causing significant price variations to occur. Since our initial
public offering, our common shares have fluctuated from an intra-day low of $4.23 per share to an intra-day high of $43.96 per share. If the
market price of the shares declines significantly, the value of an investment in our common shares would decline. The market price of our
common shares may fluctuate or decline significantly in the future. Some of the factors that could negatively affect the price of our common
shares or result in fluctuations in the price or trading volume of our common shares include:

� variations in our quarterly operating results;

� failure to meet analysts� earnings estimates;

� publication of research reports about us, other intermodal container lessors or the container shipping industry or the failure of
securities analysts to cover our common shares or our industry;

� additions or departures of key management personnel;

� adverse market reaction to any indebtedness we may incur or preference or common shares we may issue in the future;

� changes in our dividend payment policy or failure to execute our existing policy;

� actions by shareholders;

� changes in market valuations of similar companies;

� announcements by us or our competitors of significant contracts, acquisitions, dispositions, strategic partnerships, joint ventures or
capital commitments;

� speculation in the press or investment community;
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� changes or proposed changes in laws or regulations affecting the container shipping industry or enforcement of these laws and
regulations, or announcements relating to these matters; and

� impact of global financial crises or stock market disruptions.
Recently and in the past, the stock market has experienced extreme price and volume fluctuations. These market fluctuations could result in
extreme volatility in the trading price of our common shares, which could cause a decline in the value of your investment in our common shares.
In addition, the trading price of our
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common shares could decline for reasons unrelated to our business or financial results, including in reaction to events that affect other
companies in our industry even if those events do not directly affect us. You should also be aware that price volatility may be greater if the
public float and trading volume of our common shares are low.

One of our major shareholders, Halco Holdings Inc., is a company owned by a trust in which Trencor and certain of its affiliates are
discretionary beneficiaries and could act in a manner with which other shareholders may disagree or that is not necessarily in the
interests of other shareholders.

Halco Holdings Inc. (�Halco�) currently beneficially owns approximately 48.5% of our issued and outstanding common shares. Accordingly,
Halco has the ability to influence the outcome of matters submitted to our shareholders for approval, including the election of directors and any
amalgamation, merger, consolidation or sale of all or substantially all of our assets. Five of our ten directors are also directors of Trencor. Halco
may have interests that are different from other shareholders. For example, it may support proposals and actions with which you may disagree or
which are not in your interests as a shareholder of our company. The concentration of ownership could delay or prevent a change in control of us
or otherwise discourage a potential acquirer from attempting to obtain control of us, which in turn could reduce the price of our common shares.

Affiliates of Halco and Trencor may compete with us and compete with some of our customers.

Halco and Trencor, through their affiliates, are free to compete with us, and have engaged in the past and will likely continue to engage in
businesses that are similar to ours. In particular, Leased Assets Pool Company Limited (�LAPCO�), an affiliate of Halco, owns containers, has
competed against us and our customers through its investment in containers and has used our competitors to manage some of its containers in the
past. Thus, although we have a management agreement with LAPCO to manage a majority of its containers, we expect that we will continue to
compete with LAPCO in the future, which may result in various conflicts of interest.

Our current management and share ownership structure may create conflicts of interest.

Five of our ten directors are also directors of Trencor. These directors owe fiduciary duties to each company and may have conflicts of interest
in matters involving or affecting us and Trencor, including matters arising under our agreements with Trencor and its affiliates. In addition, to
the extent that some of these directors may own shares in Trencor, they may have conflicts of interest when faced with decisions that could have
different implications for Trencor than they do for us. Furthermore, Trencor, as a South African company, endorses for itself and for its
subsidiaries, the Code of Corporate Practices and Conduct in the King III Report on Corporate Governance. The King III Report on Corporate
Governance is a document promulgated by the South African Institute of Directors which, among other things, suggests that corporations in their
corporate decision-making consider the following stakeholders in addition to the owners of shares: parties who contract with the enterprise;
parties who have a non-contractual nexus with the enterprise (including civic society and the environment); and the state. Trencor may seek to or
be required to impose these corporate governance practices on us, which may result in constraints on management and may involve significant
costs. Your interests as a holder of our common shares may not align with the interests of Trencor and its affiliates and shareholders.

We are a holding company with no material direct operations and rely on our operating subsidiaries to provide us with funds necessary
to meet our financial obligations and to pay dividends.

We are a holding company with no material direct operations. Our principal assets are the equity interests we directly or indirectly hold in our
operating subsidiaries, which own our operating assets. As a result, we are dependent on loans, dividends and other payments from our
subsidiaries to generate the funds necessary to meet our financial obligations and to pay dividends on our common shares. Our subsidiaries are
legally distinct from us and may be prohibited or restricted from paying dividends or otherwise making funds available to us under certain
conditions. If we are unable to obtain funds from our subsidiaries, we may be unable to, or our board may exercise its discretion not to, pay
dividends on our common shares.
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Our ability to issue securities in the future may be materially constrained by Trencor�s South African currency restrictions and JSE
Listings Requirements.

Trencor, a South African company listed on the JSE, has beneficiary interest in 48.5% of our issued and outstanding shares. Five of our ten
directors are also directors of Trencor. Both South African exchange control authorities and the JSE impose certain restrictions on Trencor.

South Africa�s exchange control regulations provide for restrictions on exporting capital from South Africa. These restrictions require Trencor to
obtain approval from South African exchange control authorities before engaging in transactions that would result in dilution of their share
interest in us below certain thresholds, whether through their sale of their own shareholdings or through their approval of our issuance of new
shares. The exchange control authorities may decide not to grant such approval if a proposed transaction were to dilute Trencor�s beneficiary
interest in us below certain levels. While the South African government has, to some extent, relaxed exchange controls in recent years, it is
difficult to predict whether or how it will further relax or abolish exchange control measures in the future. The above requirements could restrict
or limit our ability to issue new shares. In addition, Trencor is required to comply with JSE Listings Requirements in connection with its holding
or sale of our common shares.

Trencor currently has an indirect beneficiary interest in 48.5% of our issued and outstanding shares. The above requirements could limit our
financial flexibility by, among other things, impacting our future ability to raise funds through the issuance of securities, preventing or limiting
the use of our common shares as consideration in acquisitions, and limiting our use of option grants and restricted share grants to our directors,
officers and other employees as incentives to improve the financial performance of our company.

It may not be possible for investors to enforce U.S. judgments against us.

We and all of our subsidiaries, except Textainer Equipment Management (U.S.) Limited and Textainer Equipment Management (U.S.) II LLC,
are incorporated in jurisdictions outside the U.S. A substantial portion of our assets and those of our subsidiaries are located outside of the U.S.
In addition, most of our directors are non-residents of the U.S., and all or a substantial portion of the assets of these non-residents are located
outside the U.S. As a result, it may be difficult or impossible for U.S. investors to serve process within the U.S. upon us, our non-U.S.
subsidiaries, or our directors, or to enforce a judgment against us for civil liabilities in U.S. courts. In addition, you should not assume that courts
in the countries in which we or our subsidiaries are incorporated or where our assets or the assets of our subsidiaries are located would enforce
judgments of U.S. courts obtained in actions against us or our subsidiaries based upon the civil liability provisions of applicable U.S. federal and
state securities laws, or would enforce, in original actions, liabilities against us or our subsidiaries based on those laws.

We are a foreign private issuer and, as a result, under New York Stock Exchange (�NYSE�) rules, we are not required to comply with
certain corporate governance requirements.

As a foreign private issuer, we are permitted by the NYSE to comply with Bermuda corporate governance practice in lieu of complying with
certain NYSE corporate governance requirements. This means that we are not required to comply with NYSE requirements that:

� the board of directors consists of a majority of independent directors;

� independent directors meet in regularly scheduled executive sessions;

� the audit committee satisfy NYSE standards for director independence (although we must still comply with independence standards
pursuant to Rule 10A-3 promulgated under the U.S. Securities Exchange Act of 1934, as amended (the �Exchange Act�));

� the audit committee have a written charter addressing the committee�s purpose and responsibilities;
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� we have a nominating and corporate governance committee composed of independent directors with a written charter addressing the
committee�s purpose and responsibilities;

� we have a compensation committee composed of independent directors with a written charter addressing the committee�s purpose and
responsibilities;

� we establish corporate governance guidelines and a code of business conduct;

� our shareholders approve any equity compensation plans; and

� there be an annual performance evaluation of the nominating and corporate governance and compensation committees.
Our board of directors has adopted an audit committee charter, a compensation committee charter and a nominating and governance committee
charter. Additionally, we have a company code of conduct, corporate governance guidelines, conduct performance evaluations of our board and
committees, and have obtained shareholder approval for our equity compensation plan. However, we use some of the exemptions available to a
foreign private issuer. As a result, our board of directors may not consist of a majority of independent directors and our compensation committee
may not consist of any or a majority of independent directors. Accordingly, our shareholders may not have the same protections afforded to
shareholders of companies that are subject to all of the NYSE corporate governance requirements.

Required public company corporate governance and financial reporting practices and policies have increased our costs, and we may be
unable to provide the required financial information in a timely and reliable manner.

Our management may not be able to continue to meet the regulatory compliance and reporting requirements that are applicable to us as a public
company. This result may subject us to adverse regulatory consequences, and could lead to a negative reaction in the financial markets due to a
loss of confidence in the reliability of our financial statements. If we do not maintain compliance with the requirements of Section 404 of the
Sarbanes-Oxley Act of 2002, or if we or our independent registered public accounting firm identify deficiencies in our internal controls over
financial reporting that are deemed to be material weaknesses, we could suffer a loss of investor confidence in the reliability of our financial
statements, which could cause the market price of our stock to decline.

In addition, if we fail to 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 common shares.
Furthermore, testing and maintaining internal controls can divert our management�s attention from other matters that are important to our
business. These regulations have increased our legal and financial compliance costs, we expect the regulations to make it more difficult to attract
and retain qualified officers and directors, particularly to serve on our audit committee, and make some activities more difficult, time consuming
and costly.

Future sales of a large number of our securities into the public market, or the expectation of such sales, could cause the market price of
our common shares to decline significantly.

Sales of substantial amounts of common securities into the public market, or the perception that such sales will occur, may cause the market
price of our common shares to decline significantly. We filed a universal shelf registration statement on Form F-3 with the SEC that became
effective on January 18, 2011. Under the shelf registration statement, we may from time to time sell common shares, preference shares, debt
securities, warrants, rights and units in one or more offerings up to a total dollar amount of $550.0 million. In September 2012, we completed a
sale of 8,625,000 common shares, including 2,500,000 common shares offered by a selling shareholder, Halco Holdings Inc. Following the
September 2012 share offering, approximately $278 million
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remains available under our universal shelf registration statement. The price of our shares could be negatively impacted if we undertake
additional offerings to sell securities pursuant to our universal shelf registration statement or if shareholders sell additional shares under the
universal shelf registration statement. In addition, at our 2010 Annual General Meeting of Shareholders held on May 19, 2010, our shareholders
approved an amendment to our 2007 Share Incentive Plan to increase the maximum number of our common shares issuable pursuant to such
plan by 1,468,500 shares from 3,808,371 shares to 5,276,871 shares. The common shares to be issued pursuant to awards under our 2007 Share
Incentive Plan have been registered on registration statements on Form S-8 filed with the SEC and, when issued, will be freely tradable under
the Securities Act.

We have anti-takeover provisions in our bye-laws that may discourage a change of control.

Bermuda law and our bye-laws contain provisions that could make it more difficult for a third party to acquire us without the consent of our
board of directors. These include provisions:

� requiring the approval of not less than 66% of our issued and outstanding voting shares for certain merger or amalgamation
transactions that have not been approved by our board of directors;

� prohibiting us from engaging in a business combination with an interested shareholder for a period of three years after the date of the
transaction in which the person becomes an interested shareholder, unless certain conditions are met;

� authorizing our board of directors to issue blank-check preference shares without shareholder approval;

� establishing a classified board with staggered three-year terms;

� only authorizing the removal of directors (i) for cause by the affirmative vote of the holders of a majority of the votes cast at a meeting
or (ii) without cause by the affirmative vote of the holders of 66% of the common shares then issued and outstanding and entitled to
vote on the resolution; and

� establishing advance notice requirements for nominations for election to our board of directors.
These provisions may make it difficult and expensive for a third party to pursue a tender offer, change in control or takeover attempt that is
opposed by our management and/or our board of directors. Public shareholders who might desire to participate in these types of transactions may
not have an opportunity to do so. These anti-takeover provisions could substantially impede the ability of public shareholders to benefit from a
change in control or change our management and board of directors and, as a result, may adversely affect the market price of our common shares
and your ability to realize any potential change of control premium.

As a shareholder of our company, you may have greater difficulties in protecting your interests than as a shareholder of a U.S.
corporation.

The Companies Act 1981 of Bermuda, as amended (the �Companies Act�), applies to our company and differs in material respects from laws
generally applicable to U.S. corporations and their shareholders. Taken together with the provisions of our bye-laws, some of these differences
may result in your having greater difficulties in protecting your interests as a shareholder of our company than you would have as a shareholder
of a U.S. corporation. This affects, among other things, the circumstances under which transactions involving an interested director are voidable,
whether an interested director can be held accountable for any benefit realized in a transaction with our company, what approvals are required
for business combinations by our company with a large shareholder or a wholly-owned subsidiary, what rights you may have as a shareholder to
enforce specified provisions of the Companies Act or our bye-laws, and the circumstances under which we may indemnify our directors and
officers.

Our bye-laws restrict shareholders from bringing legal action against our officers and directors.
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director, or the failure of an officer or director to take any action, in the performance of his or her duties, except with respect to any matter
involving any fraud or dishonesty on the part of the officer or director. This waiver limits the right of shareholders to assert claims against our
officers and directors unless the act or failure to act involves fraud or dishonesty.

ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company
Our business began operations in 1979. We reorganized our business in 1993 and incorporated Textainer Group Holdings Limited under the
laws of Bermuda as a holding company of a group of corporations involved in the purchase, ownership, management, leasing and disposal of a
fleet of intermodal containers. Textainer Group Holdings Limited is incorporated with an indefinite duration under registration number
EC18896. Textainer Group Holdings Limited�s common shares are listed on the New York Stock Exchange (�NYSE�) under the symbol �TGH�.
Textainer Group Holdings Limited�s headquarters office is located at Century House, 16 Par-La-Ville Road, Hamilton HM 08 Bermuda and our
telephone number is (441) 296-2500. Our agent in the United States is Daniel W. Cohen, Textainer Group Holdings Limited, c/o Textainer
Equipment Management (U.S.) Limited, 650 California Street, 16th Floor, San Francisco, CA 94108.

Textainer Group Holdings Limited has two directly-owned subsidiaries:

� Textainer Equipment Management Limited (�TEML�), our wholly-owned subsidiary incorporated in Bermuda, which provides
container management, acquisition and disposal services to affiliated and unaffiliated container investors; and

� Textainer Limited (�TL�), our wholly-owned subsidiary incorporated in Bermuda, which owns containers directly and via four
subsidiaries:

� Textainer Marine Containers Limited (�TMCL�), which is wholly owned by TL;

� Textainer Marine Containers II Limited (�TMCL II�), which is wholly owned by TL;

� TAP Funding Ltd. (�TAP Funding�), in which TL and TAP Limited (�TAP�) hold common shares of 50.1% and 49.9%,
respectively, and voting rights of 66.7% and 33.3%, respectively; and

� TW Container Leasing Ltd. (�TW�), in which TL and Wells Fargo Container Corp. (�WFC�) hold common shares and related voting
rights of 25% and 75%, respectively.

Our internet website address is www.textainer.com. The information contained on, or that can be accessed through, our website is not
incorporated into and is not intended to be a part of this Annual Report on Form 20-F.

Significant Events

On June 29, 2010, we extended TMCL�s secured debt facility by prepaying the Series 2000-1 Notes that comprised the secured debt facility and
issuing new Series 2010-1 Notes, simultaneously increasing the aggregate commitment under this facility from $475.0 million to $750.0 million
and, on March 15, 2011, we exercised an option to increase the aggregate commitment under this facility from $750.0 million to $850.0 million.
The secured debt facility provides for payments of interest only during an initial two-year revolving period, with a provision for the secured debt
facility to then convert to a 10-year, but not to exceed 15-year amortizing note payable. Interest on the outstanding amount due under the secured
debt facility is payable monthly in arrears and equals LIBOR plus 2.75% during an initial two-year revolving period. There is also a commitment
fee of 0.75% on the unused portion of the secured debt facility until December 31, 2010, which was payable monthly in arrears. After
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facility will be 0.75% if total borrowings under the secured debt facility equal 50% or more of the total commitment or 1.00% if total borrowings
are less than 50% of the total commitment.
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On November 1, 2010, we purchased approximately 23,400 containers that we had been managing for an institutional investor, including related
accounts receivable, due from owners, net, net investment in direct financing leases, accounts payable and accrued expenses for a purchase price
of $36.4 million.

Effective January 18, 2011, we filed a universal shelf registration statement on Form F-3 with the SEC, under which we may sell common
shares, preference shares, debt securities, warrants, rights and units in one or more offerings up to a total dollar amount of $550.0 million.

In 2011, we completed purchase-leaseback transactions for approximately 25,200 containers with a shipping line for a total purchase price of
$29.0 million. The purchase prices and leaseback rental rates were below market rates. The purchase price was allocated based on the fair value
of the assets and liabilities acquired.

On May 16, 2011, we purchased approximately 113,500 containers that we had been managing for an institutional investor, including related
accounts receivable, due from owners, net, net investment in direct financing leases, accounts payable and accrued expenses for a purchase price
of $183.3 million.

On June 22, 2011, we issued $400.0 million aggregate principal amount of Series 2011-1 Fixed Rate Asset Backed Notes (the �2011-1 Bonds�) to
qualified institutional investors pursuant to Rule 144A under the Securities Act of 1933, as amended (the �Securities Act�) and to non-U.S. persons
in accordance with Regulation S promulgated under the Securities Act. The 2011-1 Bonds represent fully amortizing notes payable on a
straight-line basis over a scheduled payment term of 10 years, but not to exceed a maximum payment term of 15 years. Under the terms of the
2011-1 Bonds, both principal and interest incurred are payable monthly. We are not permitted to make voluntary prepayments of all, or a portion
of, the principal balance of the 2011-1 Bonds prior to the payment date occurring in June 2013. The interest rate for the outstanding principal
balance of the 2011-1 Bonds is fixed at 4.70% per annum. The final target payment date and legal final payment date are June 15, 2021 and
June 15, 2026, respectively.

On June 30, 2011, TMCL completed a capital restructuring, whereby TL became the sole owner of TMCL. Immediately before the capital
restructuring, TL held an 82.49% economic ownership in TMCL and TCG Fund I, L.P. (�TCG�) held the remaining 17.51% economic ownership.
TL purchased 1,500 (or 12.5%) Class A common shares of TMCL from TCG for cash consideration of $71.1 million. We accounted for this
transaction as a reduction in the related noncontrolling interest and additional paid-in capital. To complete the capital restructuring, TMCL
contributed 12.5% of its containers, net and investment in direct financing and sales-type leases to TCG and TCG paid $67.3 million of principal
on TMCL�s secured debt facility (equal to 12.5% of the balance of TMCL�s secured debt facility and bonds payable) in consideration for the
remaining 1,500 (or 12.5%) Class A shares of TMCL held by TCG, which were immediately retired. We recognized a noncash gain on sale of
containers to noncontrolling interest of $19.8 million for the year ended December 31, 2011 in the amount by which the fair value of its
containers, net and net investment in direct financing and sales-type leases exceeded their book values. Simultaneously with the contribution of
containers, net and net investment in direct financing and sales-type leases, TCG repaid $67.3 million of TMCL�s secured debt facility. TL also
paid an additional $8.0 million of cash consideration to TCG as a final determination of the purchase price as determined under the contract for
12.5% of the book value of TMCL�s net assets excluding the book value of containers, net, net investment in direct financing and sales-type
leases, secured debt facility and bonds payable as of June 30, 2011. As a result of this restructuring, TL acquired the noncontrolling interest. TL�s
100% ownership and voting interest in TMCL�s Class B common shares was not affected by the capital restructuring. In addition, voting matters
related to commencing bankruptcy proceedings and amending related board and shareholder meeting requirements require the approval of a
separate Class C common shareholder, which does not have any economic ownership interest in TMCL and was not affected by the capital
restructuring. For U.S. federal income tax purposes, as a result of the capital restructuring described above, TMCL became a disregarded entity
with respect to the Company. We have consolidated TMCL since the inception of the entity in 2001.

On August 5, 2011, a joint venture, TW (a Bermuda company), was formed between TL and WFC. The purpose of TW is to lease containers to
lessees under direct financing leases. TW is governed by members, credit
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and management agreements. Under the members agreement, TL owns 25% and WFC owns 75% of the common shares and related voting
rights of TW. TL also has two seats and WFC has six seats on TW�s board of directors, with each seat having equal voting rights, provided,
however, that the approval of at least one TL-appointed director is required for any action of the board of directors. Under a credit agreement,
dated as of August 5, 2011, with certain lenders and Wells Fargo Securities, LLC (�WFS�), as administrative agent for the lenders, TW maintains
a revolving credit facility with an aggregate commitment of up to $425.0 million for the origination of direct financing leases to finance up to
85% of the book value of TW�s net investment in direct financing leases. Both WFC and WFS are directly and indirectly wholly owned
subsidiaries of Wells Fargo and Company. The remaining cost of originating direct financing leases will be provided in the form of capital
contributions from TL and WFC, split 25% and 75%, respectively. Under the management agreement, TEML manages all of TW�s containers,
making day-to-day decisions regarding the marketing, servicing and design of TW�s direct financing leases. Based on the combined design and
provisions of TW�s members, credit and management agreements, we determined that TW is a variable interest entity and that we are the primary
beneficiary of TW by virtue of our role as manager of the vehicle and our equity ownership in the entity. Accordingly, we include TW�s financial
statements in our consolidated financial statements and account for the equity owned by WFC in TW as a noncontrolling interest in our
consolidated balance sheet and statement of income.

On February 3, 2012, TMCL entered into a commitment letter (the �Commitment�) issued by a bank to provide an irrevocable letter of credit
(�Letter of Credit�) with a maximum available commitment amount of $100,000 on the conversion date of TMCL�s secured debt facility if the
facility was not refinanced or terminated on or prior to its conversion date. The purpose of the commitment letter was to maintain TMCL�s
current credit ratings on its bonds issued in 2005 and 2011. The purpose of the letter of credit was to supplement the bonds and TMCL�s secured
debt facility by covering possible shortfalls in principal and interest payments under certain stress scenarios modeled by TMCL�s credit rating
agencies. The interest rate on the letter of credit, payable monthly in arrears, would have been one-month LIBOR plus 5.50% to 6.50% per
annum for the five-year period following the conversion date and one-month LIBOR plus 11.50% per annum thereafter. There was also a
commitment fee of $500, which was paid in full upon issuance of the commitment letter on February 3, 2012, and an unused fee on the
commitment letter, payable in arrears, of 0.25% per annum, from February 3, 2012 through the conversion date and 0.625% per annum
thereafter. The commitment letter was terminated on May 1, 2012 and the letter of credit was never issued.

On April 18, 2012, we issued $400.0 million aggregate principal amount of Series 2012-1 Fixed Rate Asset Backed Notes (the �2012-1 Bonds�) to
qualified institutional investors pursuant to Rule 144A under the Securities Act of 1933 (the �Securities Act�) and to non-U.S. persons in
accordance with Regulation S promulgated under the Securities Act. The 2012-1 Bonds represent fully amortizing notes payable on a
straight-line basis over a scheduled payment term of 10 years, but not to exceed a maximum payment term of 15 years. Under the terms of the
2012-1 Bonds, both principal and interest incurred are payable monthly. We are not permitted to make voluntary prepayments of all, or a portion
of, the principal balance of the 2012-1 Bonds prior to the payment date occurring in May 2014. The interest rate for the outstanding principal
balance of the 2012-1 Bonds is fixed at 4.21% per annum. The final target payment date and legal final payment date are April 15, 2022 and
April 15, 2027, respectively. The 2012-1 Notes were used to repay certain outstanding indebtedness of TMCL, in particular a portion of TMCL�s
secured debt facility, and for general corporate purposes.

On May 1, 2012, TMCL II entered into a secured debt facility that provides for an aggregate commitment amount of up to $1.2 billion and it
acquired a portion of the containers owned by TMCL. TMCL used proceeds it received from TMCL II for the containers to terminate TMCL�s
Secured Debt Facility. TMCL II�s secured debt facility provides for payments of interest only during an initial two-year revolving period, with a
provision that if not renewed the secured debt facility will partially amortize over a five year period and then mature. The interest rate on the
secured debt facility, payable monthly in arrears, is one-month LIBOR plus 2.625% until May 1, 2014. There is also a commitment fee of 0.75%
on the unused portion of the secured debt facility, which is payable monthly in arrears. If the secured debt facility is not refinanced or renewed
prior to May 1, 2014, the interest rate will increase to one-month LIBOR plus 3.625%.
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On August 1, 2012, we purchased approximately 30,300 containers that we had been managing for an institutional investor, including related
accounts receivable, due from owners, net, net investment in direct financing and sales-type leases, accounts payable and accrued expenses for a
purchase price of $65.4 million.

On September 19, 2012, we completed an underwritten public offering of an aggregate of 8,625,000 of our common shares at a price to the
public of $31.50 per share. Of the common shares sold, we sold 6,125,000 new common shares and Halco Holdings Inc. (�Halco�) sold 2,500,000
of its existing common shares. We received $184.8 million and Halco received $75.4 million after deducting underwriting discounts and other
offering expenses. Halco�s total ownership and voting interest in our common shares before and after the offering was 60.0% and 48.9%,
respectively.

On September 24, 2012, we extended the term of the TL�s revolving credit facility and amended certain terms, thereof, including an increase in
the aggregate commitment amount from $205,000 to $600,000 (which includes a $50,000 letter of credit facility). The maturity date was
changed from April 22, 2013 to September 24, 2017. The revolving credit facility provides for payments of interest only during its term
beginning on its inception date through September 24, 2017 when all borrowings are due in full. Interest on the outstanding amount due under
the revolving credit facility at December 31, 2012 was based either on the U.S. prime rate or LIBOR plus a spread between 1.0% and 2.0%,
which varies based on TGH�s consolidated leverage.

On September 30, 2012, we purchased approximately 50,800 containers that we had been managing for an institutional investor, including
related accounts receivable, due from owners, net, net investment in direct financing and sales-type leases, accounts payable and accrued
expenses for a purchase price of $103.7 million.

On October 1, 2012, we amended TW�s revolving credit facility to reduce its aggregate commitment amount from $425.0 million to $250.0
million. The revolving credit facility provides for payment of interest, payable monthly in arrears through August 5, 2014. Interest on the
outstanding amount due under the revolving credit facility is based on one-month LIBOR plus 2.75% per annum. There is a commitment fee of
0.5% on the unused portion of the revolving credit facility, which is payable monthly in arrears. In addition, there is an agent�s fee of 0.025% on
the aggregate commitment amount of the revolving credit facility, which is payable monthly in arrears. TW is required to make principal
payments on a monthly basis to the extent that the outstanding amount due exceeds TW�s borrowing base.

On December 20, 2012, TL purchased 50.1% of the outstanding common shares of TAP Funding Ltd. (�TAP Funding�) (a Bermuda company)
from TAP Ltd. (�TAP�). TAP Funding leases containers to lessees under operating and direct financing and sales-type leases. This purchase
allowed us to increase the size of our owned fleet at an attractive price and will be immediately accretive to our earnings. TAP Funding is
governed by members and management agreements. Under the members agreement, TL owns 50.1% and TAP owns 49.9% of the common
shares of TAP Funding. As common shareholders, TL has two voting rights and TAP has one voting right of TAP Funding, with the exception
of certain matters such as bankruptcy proceedings, the incurrence of debt and mergers and consolidations, which require unanimity. TL also has
two seats and TAP has one seat on TAP Funding�s board of directors. In addition, TL has an option to purchase the remaining outstanding
common shares of TAP Funding held by TAP during the period beginning January 1, 2019 and through December 1, 2020. Under the
management agreement, TEML manages all of TAP Funding�s containers, making day-to-day decisions regarding the marketing, servicing and
design of TAP Funding�s leases. Subsequent to TL�s purchase of a majority ownership of TAP Funding�s common shares, the Company includes
TAP Funding�s financial statements in its consolidated financial statements. TAP Funding�s profits and losses are allocated to TL and TAP on the
same basis as their ownership percentages. The equity owned by TAP in TAP Funding is shown as a noncontrolling interest on the Company�s
consolidated balance sheets and the net income (loss) attributable to the noncontrolling interests� operations is shown as net income (loss)
attributable to noncontrolling interests on the Company�s consolidated statements of comprehensive income. We also recorded a bargain
purchase gain of $9.4 million for the amount by which the fair value of TAP Funding�s net assets exceeded our purchase consideration.
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On December 31, 2012, we purchased approximately 16,100 containers that we had been managing for an institutional investor for a purchase
price of $33.0 million.

Principal Capital Expenditures

Our capital expenditures for containers in our owned fleet and fixed assets during 2012, 2011 and 2010 were $1,087.5 million, $823.7 million
and $402.3 million, respectively. We received proceeds from the sale of containers and fixed assets during 2012, 2011 and 2010 of $91.3
million, $75.3 million and $58.2 million, respectively.

As all of our containers are used internationally, where no one container is domiciled in one particular place for a prolonged period of time, all
of our long-lived assets are considered to be international with no single country of use. Our capital requirements are primarily financed through
cash flows from operations, our secured debt facility, share offerings and our revolving credit facilities.

B. Business Overview
Our Company

We are the world�s largest lessor of intermodal containers based on fleet size, with a total fleet of approximately 1.9 million containers,
representing approximately 2.8 million TEU. Containers are an integral component of intermodal trade, providing a secure and cost-effective
method of transportation because they can be used to transport freight by ship, rail or truck, making it possible to move cargo from point of
origin to final destination without repeated unpacking and repacking. We lease containers to approximately 400 shipping lines and other lessees,
including each of the world�s top 20 container lines, as measured by the total TEU capacity of their container vessels. We believe that our scale,
global presence, access to capital, customer service, market knowledge and long history with customers have made us one of the most reliable
suppliers of leased containers. We have a long track record in the industry, operating since 1979, and have developed long-standing relationships
with key industry participants. Our top 25 customers, as measured by revenues, have leased containers from us for an average of over 25 years.

We have provided an average of more than 181,000 TEU of new containers per year for the past five years, and have been one of the largest
buyers of new containers over the same period. We are one of the largest sellers of used containers, having sold an average of more than 80,000
containers per year for the last five years to more than 1,200 customers.

We provide our services worldwide via an international network of 14 regional and area offices and more than 390 independent depots.

We operate our business in three core segments.

� Container Ownership. As of December 31, 2012, we owned containers accounting for approximately 73% of our fleet.

� Container Management. As of December 31, 2012, we managed containers on behalf of 16 affiliated and unaffiliated container
investors, providing acquisition, management and disposal services. Total managed containers account for 27% of our fleet.

� Container Resale. We generally sell containers from our fleet when they reach the end of their useful lives in marine service or when
we believe it is financially attractive for us to do so, considering location, sale price, the cost of repair, and possible repositioning
expenses. We also purchase and lease or resell containers from shipping line customers, container traders and other sellers of
containers.

Our total revenues primarily consist of leasing revenues derived from the lease of our owned containers and, to a lesser extent, fees received for
managing containers owned by third parties and equipment resale. The most

33

Edgar Filing: TEXTAINER GROUP HOLDINGS LTD - Form 20-F

Table of Contents 48



Table of Contents

important driver of our profitability is the extent to which revenues on our owned fleet and management fee income exceed our operating costs.
The key drivers of our revenues are fleet size, rental rates, utilization and direct costs. Our operating costs primarily consist of depreciation and
amortization, interest expense, direct operating expenses and administrative expenses. Our lessees are generally responsible for loss of or
damage to a container beyond ordinary wear and tear, and they are required to purchase insurance to cover any other liabilities.

We believe that our strategy of owning containers as well as managing containers for other container investors offers several benefits, including:

� a larger fleet, which enables us to serve our shipping line customers more effectively;

� increased market presence and economies of scale associated with a larger fleet;

� the ability to leverage our existing infrastructure and workforce without increasing the capital at risk; and

� a more balanced revenue and expense model.
In general, owning containers during periods of high demand for containers provides higher margins than managing containers, since we receive
all of the net operating income for the containers that we own but only a percentage of the net operating income of the containers as a
management fee for the containers that we manage. On the other hand, managing containers during periods of low demand for containers
reduces the negative financial impact of such periods since the container investors bear the cost of owning the containers.

For 2012, we generated revenues, income from operations and income before income tax and noncontrolling interests of $487.1 million, $278.4
million and $210.6 million, respectively. During 2012, the average utilization of our owned fleet was 97.2%. As mentioned above, we operate in
three reportable segments: Container Ownership, Container Management and Container Resale. The following tables summarize revenues, by
category of activity, and income before income tax and noncontrolling interests generated from each of our operating segments reconciled to our
total revenues and income before income tax and noncontrolling interests shown in our consolidated statements of comprehensive income
included in Item 18, �Financial Statements� in this Annual Report on Form 20-F for the fiscal years ended December 31, 2012, 2011 and 2010:

2012
Container
Ownership

Container
Management

Container
Resale Other Eliminations Totals

Lease rental income $ 383,127 $ 862 $ �  $ �  $ �  $ 383,989
Management fees from external customers �  21,764 4,405 �  �  26,169
Inter-segment management fees �  47,526 7,300 �  (54,826) �  
Trading container sales proceeds �  �  42,099 �  �  42,099
Gains on sale of containers, net 34,829 8 �  �  �  34,837

Total revenues $ 417,956 $ 70,160 $ 53,804 $ �  $ (54,826) $ 487,094

Segment income before income tax and noncontrolling interests $ 175,291 $ 36,956 $ 12,787 $ (3,890) $ (10,588) $ 210,556

2011
Lease rental income $ 326,519 $ 1,108 $ �  $ �  $ �  $ 327,627
Management fees from external customers �  24,603 4,721 �  �  29,324
Inter-segment management fees �  44,751 5,599 �  (50,350) �  
Trading container sales proceeds �  �  34,214 �  �  34,214
Gains on sale of containers, net 31,598 33 �  �  �  31,631

Total revenues $ 358,117 $ 70,495 $ 44,534 $ �  $ (50,350) $ 422,796

Segment income before income tax and noncontrolling interests $ 177,694 $ 36,772 $ 10,759 $ (3,314) $ (13,412) $ 208,499
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Container
Ownership

Container
Management

Container
Resale Other Eliminations Totals

2010
Lease rental income $ 234,577 $ 1,250 $ �  $ �  $ �  $ 235,827
Management fees from external customers �  23,678 5,459 �  �  29,137
Inter-segment management fees �  24,350 4,627 �  (28,977) �  
Trading container sales proceeds �  �  11,291 �  �  11,291
Gains on sale of containers, net 27,617 7 �  �  �  27,624

Total revenues $ 262,194 $ 49,285 $ 21,377 $ �  $ (28,977) $ 303,879

Segment income before income tax and noncontrolling interests $ 119,772 $ 15,901 $ 7,995 $ (2,815) $ (2,596) $ 138,257

General and administrative expenses are allocated to the reportable business segments based on direct overhead costs incurred by those
segments. Amounts reported in the �Other� column represent activity unrelated to the active reportable operating segments. Amounts reported in
the �Eliminations� column represent inter-segment management fees between the container management, container resale and container ownership
segments.

Our container lessees use containers for their global trade utilizing many worldwide trade routes. The Company earns its revenue from these
international carriers when the containers are on lease. Substantially all of our leasing related revenues are denominated in U.S. dollars.

The largest portion of our fleet is comprised of dry freight containers, which are by far the most common of the three principal types of
intermodal containers. Dry freight intermodal containers are large, standardized steel boxes used to transport cargo by multiple modes of
transportation, including ships, trains and trucks. We also lease refrigerated containers, which have integral refrigeration units on one end that
plug into an outside power source and are used to transport perishable goods. Compared to traditional shipping methods, intermodal containers
typically provide users with faster loading and unloading as well as some protection from weather and theft, thereby reducing both transportation
costs and time to market for our lessees� customers.

We primarily lease containers under four different types of leases. Term leases provide a customer with a specified number of containers for a
specified period of time, typically ranging from three to five years, with an associated set of pick-up and drop-off conditions. Term leases also
include lifecycle leases, under which lessees will lease containers until they reach a pre-specified age which is typically near the end of their
useful lives. Once containers under lifecycle leases are returned to us, they are generally sold due to the age of the containers. Term leases
represented 76.2% of our total on-hire fleet as of December 31, 2012. Master leases, which provide a framework of terms and conditions valid
for a specified period of time, typically one year, give customers greater pick-up and drop-off flexibility than is typical in term leases and
represented 15.0% of our total on-hire fleet as of December 31, 2012. Finance leases, which provide customers an alternative means for
purchasing containers, represented 6.0% of our total on-hire fleet as of December 31, 2012. Spot leases, which provide customers with
containers for a relatively short lease period and fixed pick-up and drop-off locations, represented 2.8% of our total on-hire fleet as of
December 31, 2012.

Our expertise and flexibility in managing containers after their initial lease is an important factor in our success. The administrative process of
leasing new containers is relatively easy because initial leases for new containers typically cover large volumes of units and are fairly
standardized transactions. However, to successfully compete in our industry, we must not only obtain favorable initial long-term leases for new
containers, but also maximize the return generated by these containers throughout their useful life in marine service and their ultimate sale into
the secondary market. To do that, we focus on renewing or extending our long-term container leases beyond their expiration date (typically three
to five years from the start of the lease). In addition, we attempt to negotiate favorable return provisions on all leases, maintain an active
presence in the master and spot lease markets, and work to increase our options for disposing of off-lease containers so that we
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have attractive alternatives if it is not possible to achieve reasonable renewal or extension of terms with the current lessee. Unlike some of our
competitors, we have the capability and the infrastructure to re-lease or dispose of our containers at comparatively attractive terms, which
increases our leverage with the lessees.

We supply leased containers to the U.S. military pursuant to a contract with the Surface Deployment and Distribution Command (�SDDC�) and
earn a fee for supplying and managing its fleet of leased containers. We are the main supplier of leased intermodal containers to the U.S.
military.

We believe that we have the ability to reposition containers, if necessary, that are returned in lower demand locations to higher demand locations
at competitive costs as a result of our experienced logistics team. Our large customer base of approximately 400 lessees increases our ability to
re-lease returned containers. Our contract to supply leased containers to the U.S. military enables us to supply containers in demand locations,
which are often lower demand locations for our shipping line customers. Our Container Resale segment is positioned to sell containers and
optimize their residual value in multiple markets, including lower demand locations. This �life cycle� system of generating an attractive revenue
stream from and achieving high utilization of our container fleet has enabled us to become the world�s largest container lessor and led to 26
consecutive years of profits.

Industry Overview

Containers are built in accordance with standard dimensions and weight specifications established by the International Organization for
Standardization (�ISO�). The industry-standard measurement unit is the Twenty-Foot Equivalent Unit (�TEU�), which compares the length of a
container to a standard 20� container. For example, a 20� container is equivalent to one TEU and a 40� container is equivalent to two TEU.
Standard dry freight containers are typically 8� wide, come in lengths of 20�, 40� or 45� and are either 8�6�� or 9�6�� high. The three principal types of
containers are described as follows:

� Dry freight standard containers. A dry freight standard container is constructed of steel sides, roof, an end panel on one end and a set
of doors on the other end, a wooden floor and a steel undercarriage. Dry freight standard containers are the least expensive and most
commonly used type of container. They are used to carry general cargo, such as manufactured component parts, consumer staples,
electronics and apparel. According to the latest available data, dry freight standard containers comprised approximately 90.4% of the
worldwide container fleet, as measured in TEU, at December 31, 2011.

� Dry freight specialized containers. Dry freight specialized containers consist of open-top and flat-rack containers. An open-top
container is similar in construction to a dry freight standard 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 transport heavy or oversized cargo, such as marble slabs, building products or machinery.
According to the latest available data, dry freight specialized containers comprised approximately 2.5% of the worldwide container
fleet, as measured in TEU, at December 31, 2011.

� Other containers. Other containers include refrigerated containers, tank containers, 45� containers, pallet-wide containers and other
types of containers. The two most prominent types of such containers are refrigerated containers and tank containers. 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 liquid bulk products such as chemicals, oils, and other liquids. According to the latest
available data, other containers comprised approximately 7.1% of the worldwide container fleet, as measured in TEU, at December 31,
2011.

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,

36

Edgar Filing: TEXTAINER GROUP HOLDINGS LTD - Form 20-F

Table of Contents 52



Table of Contents

as they permit faster loading and unloading of shipping vessels and more efficient utilization of transportation containers than traditional break
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 our useful
economic life for a standard dry freight container used in intermodal transportation is on average 12 years. Some shipping lines have recently
indicated that they intend to keep their containers for longer than 12 years.

According to World Cargo News, container lessors owned approximately 45% of the total worldwide container fleet of 31.2 million TEU as of
January 2012. The percentage of leased containers utilized by shipping lines ranged from 39% to 54% from 1980 through 2012 and may
increase in the next few years, given limited access to credit and competing needs for capital expenditures by our customers. Given the
uncertainty and variability of export volumes and the fact that 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, leasing a portion of their total container fleets enables shipping lines to serve their manufacturer and retailer
customers better by:

� increasing their flexibility to manage the availability and location of containers;

� increasing their ability to meet peak demand requirements, particularly prior to holidays such as Christmas and Chinese New Year;
and

� reducing their capital expenditures.
While international containerized trade grew rapidly and was consistently positive for the twenty-six years through 2007, there was a global
financial crisis and recession during the second half of 2008, which continued through 2009. With virtually no new standard dry freight
containers manufactured from the fourth quarter of 2008 through the end of 2009, we estimate that the world container fleet declined by
approximately 4% in 2009 as a result of the continued retirement of older containers in the ordinary course. During this period, container
manufacturers lost up to 60% of their skilled workers due to long shutdowns. The difficulties manufacturers faced in hiring and training new
workers limited their production capacity throughout 2010 and full production capacity only resumed in 2011. However, we have observed since
2011 that many shipping lines are still seeking to strengthen their respective balance sheets, and therefore may not have the required capital
budget to purchase all of the new containers they are expected to need in 2013. Based on industry analyst reports, we expect new container
production to be 2.7 million TEU in 2013 compared to 2.5 million TEU in 2012, and lessors are expected to purchase 70% or more of total
production in 2013 compared to 65% in 2012. Furthermore, we expect to see strong replacement demand, vessel capacity growth of
approximately 10% and cargo volume growth of approximately 4-6% in 2013.

Counterparty risk has been reduced over the last several years as several major container shipping lines have been able to recapitalize. Despite
the continued challenging economic environment, to date we have not seen any bankruptcies among our major customers.

The shipping business has also been characterized by cyclical swings due to lengthy periods of excess or scarce vessel capacity. We believe that
these sustained periods of vessel supply/demand imbalances are mainly a function of the multi-year ordering and production cycle associated
with the manufacture of new vessels, which requires shipping lines to estimate market growth many years into the future. Container leasing
companies are partially insulated from the risks of these shipping cycles by the relatively short production time associated with the manufacture
of new containers. Lead times for new container orders are typically only a few months, so the rate of new container ordering can be quickly
adjusted to reflect unexpected market changes.

Additionally, for most leasing companies, the percentage of containers on long-term lease has grown over the past ten years, while the
percentage on master lease has declined. As of December 31, 2012, approximately 76% of our total on-hire fleet was on long-term leases,
compared to approximately 54% ten years ago. As a result, changes in utilization have become less volatile for Textainer and most leasing
companies.
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According to World Cargo News, intermodal leasing companies, as ranked by total TEU as of January 2012, are as follows:

Company
TEU
(000�s)

Percent of
Total

Textainer Group(1) 2,470 17.7% 
Triton Container Intl. 1,855 13.3% 
Florens Group 1,775 12.7% 
TAL International 1,625 11.6% 
SeaCo 990 7.1% 
SeaCube Container Leasing Ltd. 930 6.7% 
CAI-International Inc. 930 6.7% 
Cronos Group 725 5.2% 
Touax-Gold Container 505 3.6% 
Dong Fang International 495 3.5% 
Beacon Intermodal Leasing 375 2.7% 
UES International (HK) 290 2.1% 
Other 985 7.1% 

Grand Total 13,950 100.0% 

(1) Textainer Group�s owned and managed fleet consisted of 2,775 TEU at December 31, 2012.
Competitive Strengths

We believe that we possess a number of strengths that provide us with a competitive advantage, including:

Largest Container Lessor in the Industry. We operate the world�s largest fleet of leased intermodal containers by fleet size, with a total fleet of
more than 1.9 million containers, representing approximately 2.8 million TEU, as of December 31, 2012. We provide our services worldwide via
a network of regional and area offices and independent depots. We have been one of the largest buyers of new containers purchasing an average
of more than 181,000 TEU per year for the last five years and are also one of the largest sellers of used containers, selling an average of more
than 80,000 containers per year for the last five years. Our consistent presence in the market buying and selling containers provides us with
broad market intelligence, and valuable insight into the demand patterns of our shipping line customers and resale container buyers.

Proven Ability to Grow Our Fleet. Our ability to invest in our fleet on a consistent basis has allowed us to become the world�s largest container
lessor. We have demonstrated our ability to increase the size of our container fleet by purchasing containers from manufacturers and by
acquiring existing container fleets or their management rights. Over the past 14 years, we have acquired the rights to manage over 1,400,000
TEU from former competitors and we have acquired approximately 556,000 TEU of containers from our managed fleet. This experience
provides us with a competitive advantage over other lessors who are less experienced in assuming ownership or management of other container
fleets. As one of the largest buyers of new containers, we have developed strong relationships with container manufacturers. These relationships,
along with our large volume buying power and solid financial structure, enable us to reliably purchase containers during periods of high demand.

Ability to Generate Attractive Returns Throughout the Container Life-Cycle. One of our major strengths is our demonstrated ability to
generate attractive revenue streams throughout the economic life of a container in marine service and upon resale of the container at the end of
its marine service life. At the end of a lease, we generally have the ability to either negotiate an extension of the lease term or to take back the
container and re-lease or sell it maximizing the container�s return. This flexibility, coupled with our international coverage, organization and
resources, allows us to deploy containers to those markets where we can re-lease or sell them on comparatively attractive terms, thereby
optimizing our returns and the residual value of our fleet.
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Strong Long-Standing Relationships with Customers. Our scale, long presence in the business and reliability as a supplier of containers has
resulted in strong relationships with our customers. We lease containers to approximately 400 shipping lines and other lessees, including each of
the world�s top 20 container lines, as measured by vessel fleet size in TEU and we sell containers to over 1,200 resale customers. We believe our
ability to consistently supply containers in locations where our customers need them makes us one of the most reliable lessors of containers. Our
top 25 customers, as measured by revenues, have leased containers from us for an average of over 25 years.

Strategic Management of Container Portfolio. We believe that the long-term nature of our lease portfolio, as well as the presence of both
owned and managed containers in our fleet, provides us with a more predictable source of revenues and operating cash flow and higher
operating margins over time, enabling us to manage and grow our business more effectively. We derive revenues from leasing our owned
containers, managing containers owned by third parties, buying and selling containers and supplying leased containers to the U.S. military.
These multiple revenue streams provide for a diverse income base, mitigate the effects of our cyclical industry on profitability and allow us to
optimize our use of capital.

Experienced Management Team. Our senior management has a long history in the industry. Our senior management have an average of 15
years of service with us. The management team has extensive experience in sourcing, leasing, financing, selling, trading and managing
containers, as well as a long track record of successfully acquiring and selling container assets.

Business Strategies

We intend to grow our business profitably by pursuing the following strategies:

Leverage Our Status as the Largest Container Lessor and Consistent Purchaser and Seller of Containers. We maintain a young fleet age
profile by making regular purchases of available containers to replace older containers and increase the size of our fleet. We believe that this
consistent purchasing behavior and the resulting scale and young fleet age profile provides us with a competitive advantage in maintaining
strong relationships with manufacturers and growing our market share with our existing customers.

Pursue Attractive Container Fleet Acquisition Opportunities. We will continue to seek to identify and acquire attractive portfolios of
containers, both on an owned and on a managed basis, to allow us to grow our fleet profitably. We believe that the consolidation trend in our
industry will continue and will likely offer us future growth opportunities. We also believe that the ongoing downturn in the world�s major
economies and the constraints in the credit markets may also result in potential acquisition opportunities, including through the purchase and
leaseback of customer-owned containers. Purchase and leaseback transactions can be attractive to our customers because they free up cash for
other capital needs, and these transactions enable us to buy attractively priced containers and at the same time place them on leases for the
remainder of their marine service lives.

Continue to Focus on Maintaining High Levels of Utilization and Operating Efficiency. We will continue to target high utilization rates and
attractive returns on our assets through our focus on longer-term leases and disciplined portfolio management. As of December 31, 2012,
approximately 76% of our total on hire fleet (based on total TEU) was on long-term leases, compared to approximately 54% ten years ago. We
also drive operating efficiency by maintaining a low cost structure, having brought down our fleet management cost per CEU per day by
approximately 53% and grown the number of CEU per employee by over 223%, in each case over the 10 years ended December 31, 2012. Our
management cost per CEU per day and CEU per employee metrics are significantly better than all three of the other container leasing companies
publicly traded in the U.S. Furthermore, we believe that we can continue to grow our fleet without a proportionate increase in our headcount,
thereby continuing to improve profitability by spreading our operating expenses over a larger revenue base.
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Extend the Lease of In-fleet Containers. Since many shipping lines are currently finding it difficult to access debt financing, but still must
utilize scarce capital to finance vessels, it is possible that some will conclude in 2013, as they did in 2012, that it is more cost-effective to extend
leases of in-fleet containers than either to buy containers at higher prices or to lease new containers.

Grow Our Container Resale Business. Our container resale and trading business is a significant source of profits. We look to sell containers
from our fleet when they reach the end of their useful lives in marine service or when we believe it is financially attractive for us to do so,
considering the location, sales price, cost of repair, and possible repositioning expenses. In order to improve the sales price of our containers, we
often move them from the location where they are returned by the lessee to another location that has a higher market price. We benefit not only
as a result of the increased sales price but also because we often receive rental revenue from a shipping line for the one-way lease of the
container. We also buy and lease or resell containers from shipping line customers, container traders and other sellers of containers. We attempt
to improve the sales price of these containers in the same manner as with containers from our fleet.

Maintain Access to Diverse Sources of Capital. We have successfully utilized a wide variety of financing alternatives to fund our growth,
including secured debt financings, bank financing, and equity from third party investors in containers. We believe this diversity of funding,
combined with our access to the public equity markets, provides us with an advantage in terms of both cost and availability of capital, versus our
smaller competitors and also our shipping line customers.

Operations

We operate our business through a network of regional and area offices and independent depots. We maintain four regional offices as follows:

� Americas Region in Hackensack, New Jersey, USA responsible for North and South America;

� European Region in New Malden, UK responsible for Europe, the Mediterranean, the Middle East, and Africa;

� North Asia Region in Yokohama, Japan responsible for Japan, South Korea, and Taiwan; and

� South Asia Region in Singapore, responsible for Southeast Asia, the People�s Republic of China (�PRC�) (including Hong Kong) and
Australia.

Regional vice presidents are in charge of regional leasing and operations. Marketing directors and assistants located in the region and area
offices handle day-to-day marketing and collection activities. Our operations include a global sales force, container operations group, container
resale group, and logistics services group. Our headquarters office is in Hamilton, Bermuda. Our administrative office is located in
San Francisco, California.

40

Edgar Filing: TEXTAINER GROUP HOLDINGS LTD - Form 20-F

Table of Contents 56



Table of Contents

Our Container Fleet

As of December 31, 2012, we operated 2,775,034 TEU. We attempt to continually invest in our container fleet each year in an effort to replace
the older containers being retired from marine service and to build our fleet size. We purchased an average of more than 181,000 TEU per year
over the past five years. Our ability to invest in our fleet on a consistent basis has been instrumental in our becoming the world�s largest container
lessor. Our container fleet consists primarily of standard dry freight and refrigerated containers. The containers that we lease are generally either
owned outright by us or owned by third parties and managed by us. The table below summarizes the composition of our owned and managed
fleets, in TEU and CEU, by type of containers as of December 31, 2012 (unaudited):

Standard Dry
Freight Refrigerated

Other
Specialized Total

Percent of
Total Fleet

TEU
Owned 1,920,958 52,611 42,679 2,016,248 72.7% 
Managed 736,262 12,417 10,107 758,786 27.3% 

Total fleet 2,657,220 65,028 52,786 2,775,034 100.0% 

CEU
Owned 1,717,991 213,635 66,702 1,998,328 73.3% 
Managed 660,064 50,363 17,785 728,212 26.7% 

Total fleet 2,378,055 263,998 84,487 2,726,540 100.0% 

The amounts in the table above did not change significantly from December 31, 2012 to the date of this Annual Report on Form 20-F.

Our containers are designed to meet a number of criteria outlined by the ISO. The standard criteria include the size of the container and the gross
weight rating of the container. This standardization ensures that the widest possible number of transporters can use containers and it facilitates
container and vessel sharing by the shipping lines. The standardization of the container is also an important element of the container leasing
business since we can operate one fleet of containers that can be used by all of our major customers.

Maintenance and repair of our containers is performed by independent depots that we retain in major port areas and in-land locations. Such
depots also handle and inspect containers that are either picked up or redelivered by lessees, and store containers that are not leased.

Our Leases

Most of our revenues are derived from leasing our owned fleet of containers to our core shipping line customers. The vast majority of our
container leases are structured as operating leases, though we also provide customers with finance leases. Regardless of lease type, we seek to
exceed our targeted return on our owned and managed containers over the life of each container by managing container utilization, lease rates,
drop-off restrictions and the disposal process. We lease containers under three different types of operating leases (term leases, master leases and
spot leases) and also under finance leases.

Term leases

Term leases (also referred to as long-term leases) provide a customer with a specified number of containers for a specified period, typically
ranging from three to five years, with an associated set of pick-up and drop-off conditions. Our term leases generally require our lessees to
maintain all units on lease for the duration of the lease. Term leases also include lifecycle leases, under which lessees will lease containers until
they reach a pre-specified age which is typically near the end of their useful lives. Once containers under lifecycle leases are returned to us, they
are generally sold due to the age of the containers. Term leases provide us with enhanced
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cash flow certainty due to their extended duration but carry lower per diem rates than other lease types. As of December 31, 2012, 76.2% of our
owned on-hire fleet, as measured in TEU, was on term leases.

As of December 31, 2012, our term leases had an average remaining duration of 3.5 years, assuming no leases are renewed. However, we
believe that many of our customers will renew leases for containers that are less than sale age at the expiration of the lease. In addition, our
containers typically remain on-hire at the contractual per diem rate for an average of an additional 18 months beyond the end of the contractual
lease term, for leases that are not extended, due to the logistical requirements our customers face by having to return containers to specific
drop-off locations.

The following are the minimum future rentals for our owned fleet at December 31, 2012, due under long-term leases (in thousands):

Year ending December 31 (dollars in thousands):
2013 $ 246,094
2014 206,674
2015 180,663
2016 126,180
2017 and thereafter 93,763

Total future minimum lease payments receivable $ 853,374

Some of our term leases give our customers Early Termination Options (�ETOs�). If exercised, ETOs allow customers to return containers prior to
the expiration of the term lease. However, if an ETO is exercised, the customer is required to pay a penalty per diem rate that is applied
retroactively to the beginning of the lease. As a result of this retroactive penalty, ETOs have historically rarely been exercised.

Master leases

Master leases provide a framework of terms and conditions pursuant to which lessees can lease containers on an as-needed basis for unspecified
periods of time. Master lease terms and conditions are valid for a set period, typically one year, and provide the lessee with greater flexibility
than is typical in term leases. Under our master leases, lessees know in advance their per diem rates and drop-off locations, subject to monthly
drop-off location limits. In addition, under these master lease agreements, the lessee is generally not committed to leasing a minimum number of
containers from us during the lease term and may generally return the containers to us at any time, subject to certain restrictions. Due to their
flexibility and duration, master leases command higher per diem rates than term leases. A subset of master leases are our special leases, which
are predominately round-trip Asia leases, allowing customers to return containers at any time but with restrictions on drop-off locations,
generally in higher demand locations in Asia. As of December 31, 2012, 15.0% of our owned on-hire fleet, as measured in TEU, was on master
leases.

Spot leases

Spot leases provide the customer with containers for a relatively short lease period with fixed pick-up and drop-off locations. Spot leases are
generally used to position a container to a desired location for subsequent lease or sale. As of December 31, 2012, 2.8% of our total on-hire fleet,
as measured in TEU, was on spot leases.

Finance Leases

Finance leases provide our lessees with an alternative method to finance their container acquisitions. Finance leases are long-term in nature,
typically ranging from three to eight 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 include an element of repayment of capital and, therefore, typically are higher than rates charged under other
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leases. Finance leases require the container lessee to keep the containers on lease for the entire term of the lease. Finance leases are reflected as
�Net investment in direct financing and sales-type leases� on our balance sheet. As of December 31, 2012, approximately 6.0% of our owned
on-hire fleet, as measured in TEU, was on finance leases with an average remaining term of 2.5 years.

Maintenance, Repair and Damage Protection

Under all of our leases, our lessees are generally responsible for loss of or damage to a container beyond ordinary wear and tear, and they are
required to purchase insurance to cover any other liabilities. Any damage must be repaired at the expense of the lessee according to standardized
guidelines promulgated by the Institute of International Container Lessors (�IICL�). Lessees are also required to obtain insurance to cover loss of
the equipment on lease, public liability and property damage insurance as well as indemnify us from claims related to their usage of the leased
containers. In some cases, a Damage Protection Plan (�DPP�) is provided whereby the lessee pays us (in the form of either a higher per-diem rate
or a fixed one-time payment upon the return of a container) to assume a portion of the financial burden of repairs up to a pre-negotiated amount.
This DPP does not cover damages from war or war risks, loss of a container, constructive total loss of the container, damages caused by
contamination or corrosion from cargo, damages to movable parts and any costs incurred in removing labels, which are all responsibilities of the
lessees. DPP is generally cancelable by either party with prior written notice. Maintenance is monitored through inspections at the time that a
container is leased out and returned. In 2012, DPP revenue was 1.3% of total lease rental income. We also maintain our own insurance to cover
our containers when they are not on-hire to lessees or when the lessee fails to have adequate primary coverage, and third-party liability insurance
for both on-hire and off-hire containers. In addition, we maintain insurance that, after satisfying our deductibles, would cover loss of revenue as
a result of default under most of our leases, as well as the recovery cost or replacement value of most of our containers.

Lease Agreements

In general, our lease agreements consist of two basic elements, a master terms and conditions agreement, or a �Master Agreement,� and a lease
schedule. Lease schedules contain the business terms (including daily rate, term duration and drop-off schedule, among other things) for specific
leasing transactions, while Master Agreements outline the general rights and obligations of the lessor and lessee under all of the lease schedules
covered by the Master Agreement. For most customers, we have a small number of Master Agreements (often one) and a large number of lease
schedules.

Our standard Master Agreements generally require the lessees to pay rentals, 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 conditions set forth in the
Master Agreement, to use the containers in compliance with all laws, and to pay us for the value of the container as determined by us if the
container is lost or destroyed. The default clause gives us certain legal remedies in the event that the lessee is in breach of the lease.

Re-leasing, Logistics 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. The
container 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 back to Asia. Successful
management of the deployment of our containers after they come off their first lease requires disciplined re-leasing capabilities, logistics
management, depot management, careful cost control and effective sales of used containers.
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Re-leasing

Since our leases allow our lessees to return their containers, we typically lease a container several times during the time that it is 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 in part on our
re-leasing capabilities. 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
relationships with approximately 400 container lessees provide us an advantage in re-leasing our containers relative to many of our smaller
competitors.

Logistics

Other methods of reducing off-lease risks include:

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

� Taking advantage of a robust secondary resale market when available. In order to optimize the investment return on a container, we
have sold containers in our excess inventory locations when an analysis indicates it is financially more attractive than attempting to
re-lease or reposition the container.

� 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 limited damage waivers. The cost of offering these incentives is generally less
than the cost we would incur if we were to pay to reposition the containers. We also use one-way leases to move containers from
locations where the market price for selling containers is low to locations with a higher market price for containers, to improve the
resale value of the containers.

� 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 reposition excess containers to locations with higher demand.

� Consistently purchasing containers in the PRC. We purchase almost all of our new containers from manufacturers in the PRC. Certain
ports in the PRC, including the locations where we purchase containers, are also generally higher demand locations. By consistently
purchasing containers in the PRC, we have increased flexibility to reposition our existing containers to other higher demand locations
while still maintaining good coverage of the locations in the PRC.

� Diversifying our customers. We have sought to diversify our customers and, correspondingly, the locations where containers are
needed around the world.

Depot Management

As of December 31, 2012, we managed our container fleet through 390 independent container depot facilities in 200 locations. 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 relationships and periodically visiting the depot facilities to conduct quality assurance
audits to control costs and ensure repairs meet industry standards. We occasionally supplement our internal operations group with the use of
independent inspection agents. Furthermore, depot repair work is periodically audited to prevent over-charging. We are in regular
communication with our depot partners through the use of electronic data interchange (�EDI�) and/or e-mail. The electronic exchange of container
activity information with each
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depot is conducted via the internet. As of December 31, 2012, 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 EDI. We use the industry standard, ISO 9897 Container Equipment Data Exchange
messages, for most 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, 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 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
lessee damage portion of the repair costs and we are responsible for normal wear and tear. The lessees are generally billed the lessee damage
portion at the time the containers are returned. As discussed above in �Operations � Our Leases,� for an additional fee, we sometimes offer our
lessees a DPP, pursuant to which we assume financial responsibility for repair costs up to a previously negotiated amount.

Management Services

As of December 31, 2012, we owned approximately 73% of the containers in our fleet, and managed the rest, equaling 758,786 TEU, on behalf
of 16 affiliated and unaffiliated container investors. We earn acquisition, management and disposal fees on managed containers. Our IT systems
track revenues and operating expenses attributable to specific containers and the container investors receive payments based on the net operating
income of their own containers. Fees to manage containers typically include acquisition fees of 1% to 2% of the purchase price; daily
management fees of 8% to 13% of net operating income; and disposal fees of 5% to 12% of cash proceeds when containers are sold. We earned
combined acquisition, management and disposal fees on our managed fleet of $26.2 million, $29.3 million and $29.1 million for the years 2012,
2011 and 2010, respectively. If operating expenses were to exceed revenues, the container investors would be obligated to pay the excess or we
would deduct the excess, including our management fee, from future net operating income. In some cases, we are compensated for sales through
a percentage sharing of sale proceeds over an agreed floor amount. We will typically indemnify the container investors for liabilities or losses
arising from negligence, willful misconduct or breach of our obligations in managing the containers. The container investors will indemnify us
as the manager against any claims or losses arising with respect to the containers, provided that such claims or losses were not caused by our
negligence, willful misconduct or breach of our obligations. Typically, the terms of the management agreements are for the expected remaining
useful life in marine services of the containers subject to the agreement.

In June 2003, we entered into a contract with the SDDC pursuant to which we serve as a major supplier of leased marine containers to the U.S.
military. Compared to our shipping line customers, we provide a much broader level of services to the U.S. military under the SDDC contract.
We have developed and currently operate a proprietary information system for the U.S. military which provides the U.S. military real-time
access to the status of its leased fleet. Furthermore, unlike our shipping line customers, who pick up from and return containers to container
depots, for the U.S. military we are required to arrange transportation from a container depot to a military facility upon lease out and to pick up a
container at a military facility and return it to a container depot when the lease period has ended. This requires us to arrange for movement of the
empty containers by truck, rail and/or vessel. The SDDC contract provides added compensation for these services. In addition, since
approximately half of these services are required in non-U.S. locations, our expenses for contracting for these
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services may be incurred in foreign currencies. The SDDC contract contains a foreign currency adjustment feature such that we are protected
against many foreign currency risks for the expenses incurred under the SDDC contract.

The SDDC is the only lessee for which we are required, under the SDDC contract, to provide all containers that they request. In the event that
containers are not available within our fleet, we fulfill our obligations under the SDDC contract by purchasing new or used containers or
subleasing containers and equipment from other leasing companies. This contract also allows the U.S. military to return containers in many
locations throughout the world. Since the inception of the SDDC contract, we have delivered or transitioned approximately 151,000 containers
and chassis to the U.S. military, of which approximately 99,000 containers have been returned. In addition, approximately 49,000 containers
have been reported as unaccounted for and the U.S. Military paid a stipulated value for each such container. The SDDC contract was awarded
with a one-year base period, with four one-year extension options, and with a potential for up to five additional one-year �award terms,� which
award terms were considered and awarded based on an annual performance review and confirmation. Due to high performance evaluations, with
the last evaluation resulting in an �Exceptional� rating with a score 93.0% in 2011, the total contract period under the SDDC contract has been
extended for the full ten years and, at this stage, will expire on June 23, 2013. Contract renewal discussions will commence in the first half of
2013. We intend to bid for the renewal of the contract.

Resale of Containers

Our Resale Division sells containers from our fleet, at the end of their useful lives in marine service, typically about 12 years, or when we
believe it is financially attractive for us to do so, considering the location, sale price, cost of repair, and possible repositioning expenses. In
addition, we buy used containers (trading containers) from shipping lines and other third parties that we then lease or resell. Our Resale Division
has a global team of 18 container sales and operations specialists in seven offices globally that manage the sale process for these used containers.
Our Resale Division is one of the largest sellers of used containers among container lessors, selling an average of more than 80,000 containers
per year for the last five years to more than 1,200 customers. Our Resale Division has become a significant profit center for us. From 2008
through 2012, this Division generated $52.8 million in income before income tax and noncontrolling interest, including $12.8 million during
2012. We generally sell containers to depots, domestic storage companies, freight forwarders (who often use the containers for one-way trips
into less developed countries) and other purchasers of used containers.

Underwriting and Credit Controls

We only lease to container shipping lines and other lessees or sell to buyers 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 is made up of senior management from different
disciplines. Our credit committee sets different maximum exposure limits depending on our relationship and previous experience with each
customer lessee and container sales customer. Credit criteria may include, but are not limited to, trade route, country, social and political climate,
assessments of financial performance including net worth and profitability, asset ownership, bank and trade credit references, credit bureau
reports, operational history and financial strength. Our marketing and resale staff are also responsible for collections, which positively
contributes to our strong collection and credit approval process through our staff�s close communication with our customers.

Our credit department sets and reviews credit limits for new and existing customer lessees and container sales customers, monitors compliance
with those limits on an on-going basis, monitors collections, and deals with customers in default. Our credit department actively maintains a
credit watch report on our proprietary information technology systems, which is available to all regional and area offices. This credit watch
report lists customer lessees and container sales customers at or near their credit limits. New leases of containers to lessees on the credit watch
report would only be allowed with the approval of our credit department. Similarly, management may decide to stop sales of containers to
purchasers whose payments are delinquent. Our
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underwriting processes are aided by the long payment experience we have with most of our customer lessees and container sales customers, our
broad network of relationships in the container shipping industry that provides current information about customer lessees� and container sales
customers� market reputations and our focus on collections.

Other factors reducing losses due to default by a lessee or customer include the strong growth in the container shipping industry, effective
collection tools, our high recovery rate for containers in default situations and the re-marketability of our container fleet. The strong growth in
the container shipping industry helps reduce the risk of customer defaults since the core assets of a poorly performing shipping line, its ships and
containers, have historically been needed to meet the demand for world containerized trade. As a result, poorly performing shipping lines are
often acquired by other shipping lines. In addition, the law in several major port locations is highly favorable to creditors and many of our large
customers call on ports that will allow us to arrest, or seize, the customers� ships or fuel storage bunkers, or repossess our containers if the
customer is in default under our container leases. Finally, we also purchase insurance for equipment recovery and loss of revenue due to
customer defaults, in addition to the insurance that our customers are required to obtain.

During 2008 through 2012, we recovered, on average, 84.7% of the containers that were the subject of defaulted contracts which had at least
1,000 CEU on lease. We typically incur operating expenses such as repairs and repositioning when containers are recovered after a default.
However, recovery expenses are typically covered under insurance and we are reimbursed above our deductible amount. Due to the above, over
the last five years, our write-offs of customer receivables for our owned and managed fleet have averaged 1.1% of our lease rental income over
such period.

Marketing and Customer Service

Our global sales and customer service force is responsible for developing and maintaining relationships with senior management staff at our
shipping line customers, negotiating lease contracts and maintaining day-to-day coordination with operations staff at our customers. This close
customer communication often assists us in negotiating lease contracts that satisfy both our financial return requirements and our customers�
operating needs. It also makes us more likely to be aware of our customers� potential equipment shortages and makes our customers more likely
to be aware of our available container inventories.

Our senior sales people have considerable industry experience and we believe that the quality of our customer relationships and the level of
communication with our customers represent an important advantage for us. As of December 31, 2012, our global sales and customer service
group consisted of approximately 69 people, with 15 in North America, 36 in Asia and Australia, 13 in Europe and 5 in Africa.

Customers

We believe that our staff, organization and long presence in the business have resulted in very strong relationships with our shipping line
customers. Our top 25 customers, as measured by lease billings, have leased containers from us for an average of over 25 years and have an
average Dynamar credit rating, a common credit report used in the maritime sector, of 3.6. The Dynamar credit rating ranges from 1 to 10, with
1 indicating low credit risk. We had one customer that individually accounted for 11.7%, 12.3% and 10.8% of our owned lease billings in 2012,
2011 and 2010, respectively. Our top 25 customers include 20 of the 25 largest shipping lines, as measured by container vessel fleet size. We
currently have containers on-hire to approximately 400 customers. Our customers are mainly international shipping lines, but we also lease
containers to freight forwarding companies and the U.S. military. Our five largest customers accounted for approximately 37.2% of our total
owned and managed fleet�s 2012 lease billings. Our top five customers by lease billings in 2012 were CMA-CGM, Cosco Container Lines,
Hapag-Lloyd AG, Mediteranean Shipping Company S.A. and Mitsui O.S.K. Lines. During 2012, 2011 and 2010, lease billings from our 25
largest container lessees by lease billings represented 77.3%, 74.6% and 76.7% of our total owned and managed fleet�s container leasing billings,
respectively, with lease billings from our single largest container lessee accounting for $71.2 million,
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$68.4 million and $52.7 million or 12.0%, 12.4% and 11.1% of our total owned and managed fleet�s container lease billings during the respective
periods. A default by any of these major customers could have a material adverse impact on our business, results from operations and financial
condition. In addition, 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.

Proprietary Information Technology

We have developed proprietary IT systems that allow us to monitor container status and offer our customers a high level of service. Our systems
include internet-based updates regarding container availability and booking status. Our systems record the status of and provide the accounting
and billing for each of our containers individually by container number. We also have the ability to produce complete management reports for
each portfolio of equipment we own and manage. This makes us a preferred candidate to quickly assume management of competitors� container
fleets. We also maintain proprietary systems in support of our military business.

In addition, our systems allow our business partners to conduct certain business with us through our website, www.textainer.com. These systems
allow customers to check our container inventories, review design specifications, request bookings for container pick-ups and review and
approve repair bills. Our website also allows depots to download recent statements for self-billing activity and to check the status of containers.

Suppliers

We have long relationships with all of our major suppliers. We currently purchase almost all of our containers in the PRC. There are two major
manufacturers of dry freight standard and specialized containers. Our operations staff reviews the designs for our containers and periodically
audits the production facilities of our suppliers. In addition, we use our Asian operations group and occasionally third party inspectors to visit
factories when our containers are being produced to provide an extra layer of quality control. Nevertheless, defects in our containers do
sometimes occur. We work with the manufacturers to correct these defects, and our manufacturers have generally honored their warranty
obligations in such cases.

Competition

According to World Cargo News, as of January 2012, the top ten container leasing companies, as measured on a TEU basis, control
approximately 88.2%, and the top five container leasing companies control approximately 62.5%, of the total equipment held by all container
lessors. According to this data, we are the world�s largest lessor of intermodal containers based on fleet size by TEU and we manage
approximately 18% by TEU of the equipment held by all container leasing companies.

We compete with approximately ten other large or medium size container leasing companies, many smaller lessors, companies and financial
institutions offering finance leases, and promoters of container ownership and leasing as a tax-efficient investment. It is common for our
shipping line customers to utilize several leasing companies to meet their container needs.

Other lessors compete with us in many ways, including pricing, lease flexibility and supply reliability, as well as the location, availability,
quality and individual characteristics of their containers and customer service. While we are forced to compete aggressively on price, we
emphasize our supply reliability and high level of customer service to our customers. We invest heavily to ensure container availability in higher
demand locations. We dedicate a large part of our organization to building customer relationships, maintaining close day-to-day coordination
with customers� operating staffs and have developed powerful and user-friendly systems that allow our customers to transact business with us
through the internet. We believe that our close customer relationships, experienced staff, reputation for market leadership, scale efficiencies and
proprietary systems provide important competitive advantages.
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Legal Proceedings

From time to time we are a party to litigation matters arising in connection with the normal course of our business. While we cannot predict the
outcome of these matters, in the opinion of our management, any liability arising from these matters will not have a material adverse effect on
our business. Nevertheless, unexpected adverse future events, such as an unforeseen development in our existing proceedings, new claims
brought against us or changes in our current insurance arrangements could result in liabilities that have a material adverse impact on our
business.

Environmental

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 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 or
the storage of our containers. Under some environmental laws in the U.S. and certain other countries, the owner or operator of a leased container
may be liable for environmental damage, cleanup or other costs in the event of a spill or discharge of material from a container without regard to
the fault of the owner or operator. While we maintain certain limited liability insurance coverage as well as 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 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 and/or systems or services we may be required to install.

In addition to environmental regulations affecting container movement, shipping, movement and spillage, environmental regulations also impact
container production and operation, including regulations on the use of chemical refrigerants due to their ozone depleting and global warming
effects. Our refrigerated containers currently use R134A or R404A refrigerant. While R134A does not contain chlorofluorocarbons (�CFC�s�), the
European Union has instituted regulations to phase out the use of R134A in automobile air conditioning systems beginning in 2011 due to
concern that the release of R134A into the atmosphere may contribute to global warming. While the European Union regulations do not
currently restrict the use of R134A in refrigerated containers or trailers, it is possible that the phase out of R134A in automobile air conditioning
systems will be extended to containers in the future and our operations could be impacted.

Container production also raises environmental concerns. The floors of dry containers are plywood made from timber which may include
tropical hardwoods. Due to concerns regarding de-forestation and climate change, many countries have implemented severe restrictions on the
cutting and export of this wood. Accordingly, container manufacturers have switched a significant portion of production to alternatives such as
birch, bamboo, and other farm grown wood and users are also evaluating alternative designs that would limit the amount of plywood required
and are also considering possible synthetic materials. New woods or other alternatives have not proven their durability over the typical life of a
dry container, and if they cannot perform as well as the hardwoods have historically, the future repair and operating costs for these containers
may be impacted. Also, the insulation foam in the walls of refrigerated containers requires the use of a blowing agent that contains CFC�s.
Manufacturers are phasing out the use of this blowing agent in manufacturing. However, if future regulations prohibit the use or servicing of
containers with insulation manufactured with this blowing agent we could be forced to incur large retrofitting expenses and these containers
might bring lower rental rates and disposal prices.

Regulation

We may be subject to regulations promulgated in various countries, including the U.S., 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
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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 U.S. 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.

We may also be affected by legal or regulatory responses to potential global climate change. Please see Item 3, �Key Information � Risk Factors �
We may also be affected by potential global climate change or by legal, regulatory or market responses to such potential change.�

C. Organizational Structure
Our current corporate structure is as follows:

We currently own 100% of all of our direct and indirect subsidiaries, except for TAP Funding and TW. TAP Funding is a joint venture involving
TL and TAP. As of December 31, 2012, TL owned 50.1% and TAP owned 49.9% of the common shares and TL had two voting rights and TAP
had one voting right of TAP Funding, with the exception of certain matters such as bankruptcy proceedings, the incurrence of debt and mergers
and consolidations, which require unanimity. TW is a joint venture involving TL and WFC, a wholly owned subsidiary of Wells Fargo and
Company. As of December 31, 2012, TL owned 25% and WFC owned 75% of the common shares and related voting rights of TW.

Our principal shareholder, Halco Holdings Inc. (�Halco�), is owned by a discretionary trust with an independent trustee. Trencor Limited and
certain of its affiliates are the sole discretionary beneficiaries of this
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trust. Halco, which owned approximately 48.9% of our outstanding share capital as of December 31, 2012, is a wholly-owned subsidiary of the
Halco Trust. Trencor is a South African public investment holding company, that has been listed on the JSE in Johannesburg, South Africa since
1955. Trencor�s origins date from 1929, and it currently has businesses owning, leasing and managing marine cargo containers and finance
related activities.

The protectors of the Halco Trust are Neil I. Jowell, the chairman of both our board of directors and the board of directors of Trencor, and Cecil
Jowell, James E. McQueen and David M. Nurek all members of our board of directors and the board of directors of Trencor, and Edwin
Oblowitz, a member of the board of directors of Trencor. The protectors of the trust have the power, under the trust documents, to appoint or
remove the trustee. The protectors cannot be removed and have the right to nominate replacement protectors. In addition, any changes to the
beneficiary of the Halco Trust must be agreed to by both the independent trustee and the protectors of the trust.

D. Property, Plant and Equipment
As of December 31, 2012, our employees were located in 14 regional and area offices in 13 different countries. We maintain an office in
Bermuda, where Textainer Group Holdings Limited is incorporated. We have 13 offices outside Bermuda, including our administrative office in
San Francisco, California and another office in Hackensack, New Jersey; New Malden, United Kingdom; Hamburg, Germany; Durban, South
Africa; Yokohama, Japan; Seoul, South Korea; Taipei, Taiwan; Singapore; Sydney, Australia; Port Kelang, Malaysia; Hong Kong, and
Shanghai, China. We lease our office space in Bermuda, the U.S., United Kingdom and Singapore and have exclusive agents that secure office
space for us in our other locations. The lease for our Bermuda office expires in May 2014, the lease for our San Francisco office expires in
December 2016, the lease for our Hackensack, New Jersey office expires in April 2015, the lease for our New Malden, United Kingdom office
expires in December 2019 and our lease for our Singapore office expires in December 2015. In addition, we have non-exclusive agents who
represent us in India, Indonesia, Pakistan, Republic of the Philippines, Sri Lanka, Thailand, and Vietnam. We believe that our current facilities
are adequate to meet current requirements and that additional or substitute space will be available as needed to accommodate our expected
growth.

ITEM 4A. UNRESOLVED STAFF COMMENTS
Not applicable.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS
The following Operating and Financial Review and Prospects should be read in conjunction with our audited consolidated financial statements
and related notes included elsewhere in this Annual Report on Form 20-F. 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 �Information Regarding Forward-Looking Statements; Cautionary
Language.� Factors that could cause or contribute to these differences include those discussed below and elsewhere in this Annual Report on
Form 20-F, particularly in Item 3, �Key Information � Risk Factors.�

Dollar amounts in this section of this Annual Report on Form 20-F are expressed in thousands of U.S. dollars unless otherwise indicated.

Executive Summary

Operating since 1979, we are the world�s largest lessor of intermodal containers based on fleet size, with a total fleet of approximately 1.9 million
containers, representing approximately 2.8 million TEU. We had record results in 2012, including total revenues, profitability and fleet size,
which demonstrates our continued successful execution of our growth strategy and industry leading position. Specifically, in 2012, we (i) grew
our owned and

51

Edgar Filing: TEXTAINER GROUP HOLDINGS LTD - Form 20-F

Table of Contents 68



Table of Contents

managed fleet with the acquisition of 317,000 TEU of new standard dry-freight containers, 21,000 TEU of new refrigerated containers and
210,000 TEU of used containers, representing approximately $1.2 billion in capital expenditures, the highest in Textainer�s history, (ii) increased
the owned portion of our total fleet to 72.7% as of December 31, 2012 from 58.6% as of December 31, 2011, (iii) benefited from a worldwide
shortage of containers, which resulted in a high average utilization rate of 97.2% for 2012, (iv) completed $2.2 billion of financing in the debt
market, resulting in over $1.1 billion in net incremental debt funding, (v) completed an underwritten public offering of 8,625,000 of our common
shares, of which we sold 6,125,000 new common shares and Halco Holdings Inc. sold 2,500,000 of its existing common shares, resulting in
$184.8 million of proceeds to Textainer and $75.4 million of proceeds to Halco Holdings Inc. (�Halco�) after deducting underwriting discounts
and other offering expenses, and (vi) through our wholly-owned subsidiary Textainer Limited (�TL�), purchased 50.1% of the outstanding
common shares of TAP Funding Ltd. (�TAP Funding�), a company that owns a 99,000 TEU fleet of containers managed by us, resulting in the
consolidation of TAP Funding and recognition of a bargain purchase gain of $9.4 million for the amount by which the fair value of TAP
Funding�s net assets exceeded the purchase consideration. Our purchase of a majority ownership of TAP Funding�s common shares allowed us to
increase the size of our owned fleet at an attractive price and will be immediately accretive to our earnings. Refer to �2013 Outlook� below for
further discussion.

Our business comprises three reportable segments for financial reporting purposes: Container Ownership, Container Management and Container
Resale. Our total revenues primarily consist of leasing revenues derived from the leasing of our owned containers and, to a lesser extent, fees
received for managing containers owned by third parties, equipment resale and military management. The most important driver of our
profitability is the extent to which net operating income on our owned fleet and management fee income exceed our operating costs. The key
drivers of our net operating income are fleet size, rental rates, direct costs and utilization. Our operating costs primarily consist of depreciation
and amortization, interest expense, direct operating expenses and administrative expenses. Our lessees are generally responsible for loss of or
damage to a container beyond ordinary wear and tear, and they are required to purchase insurance to cover any other liabilities.

Key Factors Affecting Our Performance

We believe there are a number of key factors that have affected, and are likely to continue to affect, our operating performance. These key
factors include the following, among others:

� the demand for leased containers;

� lease rates;

� our ability to lease our new containers shortly after we purchase them;

� prices of new containers and the impact of changing prices on the residual value of our owned containers;

� remarketing risk;

� further consolidation of container manufacturers and/or decreased access to new containers; and

� global and macroeconomic factors that affect trade generally, such as recessions, terrorist attacks, pandemics or the outbreak of war
and hostilities.

For further details of these and other factors which may affect our business and results of operations, see Item 3, �Key Information � Risk Factors.�

2013 Outlook
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We believe the outlook for 2013 for our industry remains attractive. Shipping lines are likely to remain dependent on container lessors for the
majority of their container needs due to limitations on both the cash they have available for investment and the funding provided by banks.
Additionally, shipping lines are expected to
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continue their recent increase in disposals, which provides opportunities for purchase-leaseback and trading business as well as increases in the
demand for new replacement containers. These factors, coupled with our strong balance sheet and access to financing, attractively position us to
maintain our market leading position.

We have seen some compression of returns from new container investments over the course of the year. However, two other factors help support
our outlook for 2013. First, we own a record 73% of our fleet. While we expect average utilization to be below last year�s level, it should remain
high since 82% of our fleet is subject to long-term and finance leases. Second, during the fourth quarter of 2012 we successfully closed several
finance leases and purchase-leaseback transactions which will provide a full year of performance in 2013. Additionally, we expect to further
grow this business in 2013.

Revenue

Our revenue comprises lease rental income, management fees, trading container sale proceeds and gain on sale of containers, net.

Lease Rental Income. We generate lease rental income by leasing our owned containers to container shipping lines and other customers. Lease
rental income comprises daily per diem rental charges due under the lease agreements, together with payments for other charges set forth in the
leases, such as handling fees, drop-off charges and pick-up charges and credits (together �geography revenue�) and charges for a damage
protection plan (�DPP�). 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, interest expense, storage, handling and other direct operating
expenses and management costs.

Utilization is a key performance indicator that demonstrates how much of our equipment is on lease at a point in time or over a period of time.
We measure utilization on the basis of CEU on lease, dividing the actual number of CEU days on-hire by actual CEU days available for lease.
We calculate containers available for lease by excluding containers that have been manufactured for us but have not yet been delivered to a
lessee and containers designated as held-for-sale units. Our utilization is primarily a function of our current lease structure, overall level of
container demand, the location of our available containers and prevailing lease terms by location. 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.

Lease rental income is also affected by 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 for new containers has historically been strongly influenced by new container pricing (which in turn is heavily
influenced by the cost of container manufacturing inputs such as steel, paint, wood, labor and other components), 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 its useful life
in marine service, the type of the container being leased, container purchasing activities by container shipping lines and competitors, 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 slowly in response to changes in new container prices because existing lease agreements can
only be re-priced upon the expiration of the lease.

Management Fees. Management fee revenue is generated by our management services, which include the acquisition, leasing, repair,
repositioning, storage and disposition of containers. We provide these management services pursuant to management agreements with container
investors. Under these agreements, we earn fees for the acquisition of new containers and the management of the containers, and a sales
commission upon disposition of containers under management. The management agreements typically cover the entire economic life of the
containers.

Our acquisition fees are calculated as a percentage of the cost of the container. Our management fees are calculated as a percentage of net
operating income of the containers. Net operating income is calculated as the lease payment and any other revenue attributable to a container,
minus operating expenses related to that
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container (but not depreciation or financing expenses of the container investor). The management fee percentage generally 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 master or spot leases because less daily involvement by management personnel is required to manage long-term
leases. Our sales commissions are either fixed dollar amount or based on a percentage of the sales price.

All rental operations are conducted worldwide in our name as agent for the container investors. Revenues, customer accounts receivable,
operating expenses, and vendor payables arising from direct container operations of the managed portion of our fleet are excluded from our
financial statements.

Trading Container Sales Proceeds. Our Container Resale Division purchases used containers from third parties, primarily shipping lines, and
resells these containers to a wide variety of buyers. This activity is reported as trading container sales proceeds.

Gains on Sale of Containers, net. Gain on sale of containers, net, represents the excess of the sale price of our owned fleet containers over their
net book value at the time of sale. Containers are generally sold at the end of their useful lives in marine service or when we believe it is
financially attractive for us to do so, considering the location, sale price, cost of repair and possible repositioning expenses.

Gain on sale of containers, net, also includes gains and losses recognized at the inception of sales-type leases, representing the excess of the
estimated fair value of containers placed on sales-type leases over their book value.

Operating Expenses

Our operating expenses include direct container expenses and depreciation of container rental equipment applicable to our owned containers, as
well as general and administrative expenses for our total fleet.

Direct Container Expenses. Storage, handling, maintenance, repositioning and other direct container expenses are operating costs of our owned
fleet. Storage and handling expenses occur when our customers drop off containers at depots around the world. Storage and handling expenses
vary significantly by location. Other direct container expenses include maintenance 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, maintenance, repositioning and other direct container
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, maintenance and repositioning expenses. We use the direct expense method of
accounting for maintenance and repairs.

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
DPP pursuant to which the lessee pays a fee over the term of the lease (per diem) or a lump sum upon return of containers in exchange for not
being charged for certain damages at the end of the lease term. This revenue is recognized as earned over the term of the lease. We do not
recognize revenue and related expense over the lease term for customers who are billed at the end of the lease term under the DPP or for other
lessees who do not participate in the DPP. Based on past history, there is uncertainty as to collectability of these amounts from lessees who are
billed at the end of the lease term because the amounts due under the DPP are typically re-negotiated at the end of the lease term or the lease
term is extended.

Cost of Trading Containers Sold. We buy used containers for resale, primarily from shipping lines. Cost of trading containers sold represents
the cost of these containers and is recognized as an expense at the time the containers are sold.

Depreciation Expense. We depreciate our containers on a straight-line basis over a period of 12 years to a fixed residual value. We regularly
assess both the estimated useful life of our containers and the expected
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residual values, and, when warranted, adjust our depreciation estimate accordingly. Depreciation expense will vary over time based upon the
number and the purchase price of containers in our owned fleet. Beginning in the third quarters of 2011 and 2008, depreciation of our existing
owned fleet decreased as a result of an increase in our estimate of the residual values of our containers. However, this decrease was more than
offset as a result of an increase in the size of our owned fleet in subsequent periods.

Amortization Expense. Amortization expense represents the amortization of the price paid for the rights to manage the container fleets of
Capital Intermodal Limited, Capital Intermodal GmbH, Capital Intermodal Inc., Capital Intermodal Assets Limited and Xines Limited
(collectively �Capital Intermodal�); Amphibious Container Leasing Limited (�Amficon�); Capital Lease Limited, Hong Kong (�Capital�) and Gateway
Management Services Limited (�Gateway�). The purchase prices are being amortized over the expected useful lives of the contracts on a pro-rata
basis to the expected management fees.

General and Administrative Expense. Our general and administrative expenses are primarily employee-related costs such as salary, employee
benefits, rent, travel and entertainment costs, as well as expenses incurred for outside services such as legal, consulting, tax and audit-related
fees.

Short-term Incentive Compensation Expense. Short-term incentive compensation expense is the annual bonus plan in which all company
employees participate. The compensation amounts are determined on an annual basis based on the company�s performance.

Long-term Incentive Compensation Expense. Long-term incentive compensation expense represents costs recorded for share-based and cash
compensation that vests over several years in which some company employees participate.

Bad Debt Expense, net. Bad debt expense, net, represents the amounts recorded to provide for an allowance for the doubtful collection of
accounts receivable for the owned fleet.

A. Operating Results
Comparison of the Years Ended December 31, 2012, 2011 and 2010

The following table summarizes our total revenues for the years ended December 31, 2012, 2011 and 2010 and percentage changes between
those periods:

Year Ended December 31, % Change Between
2012 2011 2010 2012 and 2011 2011 and 2010

(Dollars in thousands)
Lease rental income $ 383,989 $ 327,627 $ 235,827 17.2% 38.9% 
Management fees 26,169 29,324 29,137 (10.8%) 0.6% 
Trading container sales proceeds 42,099 34,214 11,291 23.0% 203.0% 
Gains on sale of containers, net 34,837 31,631 27,624 10.1% 14.5% 

Total revenues $ 487,094 $ 422,796 $ 303,879 15.2% 39.1% 

Lease rental income increased $56,362 (17.2%) from 2011 to 2012. This increase was primarily due to a 19.1% increase in our owned fleet size,
partially offset by a 1.0 percentage point decrease in utilization for our owned fleet. Lease rental income increased $91,800 (38.9%) from 2010
to 2011. This increase was primarily due to a 29.5% increase in our owned fleet size, a 7.1% increase in per diem rental rates and a 3.4
percentage point increase in utilization for our owned fleet.

Management fees decreased $3,155 (-10.8%) from 2011 to 2012 due to a $1,513 decrease due to a 6.7% decrease in the size of the managed
fleet primarily due to our acquisitions throughout the year of 155,000 TEU of containers that we previously managed, a $1,066 decrease due to
lower fleet performance, a $317 decrease in
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sales commissions and a $259 decrease from lower acquisition fees due to fewer managed container purchases. Management fees increased $187
(0.6%) from 2010 to 2011 due to a $2,369 increase from improved fleet performance and a $769 increase from higher acquisition fees due to
higher managed container purchases, partially offset by a $2,213 decrease resulting from a 10.8% decrease in the size of the managed fleet
primarily due to our May 2011 acquisition of a portion of the Gateway fleet that we previously managed and a $738 decrease in sales
commissions.

Trading container sales proceeds increased $7,885 (23.0%) from 2011 to 2012. This increase consisted of a $16,406 increase due to a 47.9%
increase in unit sales resulting from an increase in the number of trading containers that we were able to source and sell, partially offset by a
$8,521 decrease in average sales proceeds per container. Trading container sales proceeds increased $22,923 (203.0%) from 2010 to 2011. This
increase consisted of a $14,236 increase due to an increase in average sales proceeds per container and a $8,687 increase due to a 76.9% increase
in unit sales resulting from an increase in the number of trading containers that we were able to source and sell.

Gains on sale of containers, net, increased $3,206 (10.1%) from 2011 to 2012 due to a $8,899 increase due to a 29.9% increase in the number of
containers sold and a $3,254 increase in net gains on sales-type leases resulting from 7,081 containers placed on sales-type leases in 2012
compared to 1,562 containers placed on sales-type leases in 2011, partially offset by a $8,947 decrease resulting from a decrease in average sales
proceeds of $193 per unit. Gains on sale of containers, net, increased $4,007 (14.5%) from 2010 to 2011 due to a $10,016 increase resulting
from an increase in average sales proceeds of $539 per unit, partially offset by a $5,268 decrease in net gains on sales-type leases resulting from
1,562 containers placed on sales-type leases in 2011 compared to 13,692 containers placed on sales-type leases in 2010 and a $741 decrease due
to a 3.6% decrease in the number of containers sold.

The following table summarizes our total operating expenses, net for the years ended December 31, 2012, 2011 and 2010 and percentage
changes between those periods:

Year Ended December 31, % Change Between
2012 2011 2010 2012 and 2011 2011 and 2010

(Dollars in thousands)
Direct container expense $ 25,173 $ 18,307 $ 25,542 37.5% (28.3%) 
Cost of trading containers sold 36,810 29,456 9,046 25.0% 225.6% 
Depreciation expense 104,844 83,177 58,972 26.0% 41.0% 
Amortization expense 5,020 6,110 6,544 (17.8%) (6.6%) 
General and administrative expense
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