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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31, 2016
or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the Transition Period from to

Commission file number-001-33388

CAI International, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 94-3109229
(State or other jurisdiction of incorporation or organization)  (L.R.S. Employer Identification Number)

Steuart Tower
1 Market Plaza, Suite 900 San Francisco, California 94105
(Address of principal executive office) (Zip Code)

(415) 788-0100

(Registrant’s telephone number including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of exchange on which registered
Common Stock, par value $0.0001 per share =~ New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the 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 requirement for the past 90 days. Yes  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be 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 No
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act

Large accelerated filer Accelerated filer
Non-accelerated filer Smaller reporting company

(Do not check if smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in the Rule 12b-2 of the Act). Yes  No

As of June 30, 2016, the last business day of the registrant’s most recently completed second fiscal quarter, the
aggregate market value of common stock held by non-affiliates of the registrant (based upon the closing sale price of
such shares on the New York Stock Exchange on June 30, 2016) was approximately $87.6 million. Shares of
registrant’s common stock held by each executive officer, director and beneficial holders of 10% or more of our
common stock have been excluded in that such persons may be deemed to be affiliates of the registrant. This
determination of affiliate status is not necessarily a conclusive determination for other purposes.

As of February 28, 2017, there were 19,057,217 shares of the registrant’s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statement relating to the registrant’s 2017 Annual Meeting of Stockholders,
which will be filed no later than 120 days after the close of the registrant’s fiscal year ended December 31, 2016, are
incorporated by reference into Part III hereof.
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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K contains certain forward-looking statements, including, without limitation,

statements concerning the conditions in our industry, our operations, our economic performance and financial

condition, including, in particular, statements relating to our business, operations, and growth strategy and service
development efforts. The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for certain
forward-looking statements so long as such information is identified as forward-looking and is accompanied by
meaningful cautionary statements identifying important factors that could cause actual results to differ materially from
those projected in the information. When used in this Annual Report on Form 10-K, the words “may,” “might,” “should,”
“estimate,” “project,” “plan,” “anticipate,” “expect,” “intend,” “outlook,” “believe” and other similar expressions are intended
identify forward-looking statements and information. You are cautioned not to place undue reliance on these
forward-looking statements, which speak only as of their dates. These forward-looking statements are based on

estimates and assumptions by our management that, although we believe to be reasonable, are inherently uncertain

and subject to a number of risks and uncertainties. These risks and uncertainties include, without limitation, those
identified under the caption Item 1A. “Risk Factors” in this Annual Report on Form 10-K and our other reports

filed with the Securities and Exchange Commission (SEC). We undertake no obligation to publicly update or revise

any forward-looking statement as a result of new information, future events or otherwise, except as otherwise required
by law. Reference is also made to such risks and uncertainties detailed from time to time in our filings with the SEC.

LT3 LR INT3 EEINT3

LR T3 29 ¢

Unless the context requires otherwise, references to “CAl,” the “Company,” “we,” “us” or “our” in this Annual Report on Forr
10-K refer to CAI International, Inc. and its subsidiaries.
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PART I

ITEM 1: BUSINESS

Our Company

We are one of the world’s leading transportation finance and logistics companies. We purchase equipment, primarily
intermodal shipping containers and railcars, which we lease to our customers. We also manage equipment

for third-party investors. In operating our fleet, we lease, re-lease and dispose of equipment and contract for the repair,
repositioning and storage of equipment. We also provide domestic and international logistics services.

The following table shows the composition of our equipment fleet as of December 31, 2016 and our average
utilization for the year ended December 31, 2016:

Percent
As of of
December
31, Total
Container
2016 Fleet

Owned container fleet in TEUs 921,694 85%
Managed container fleet in TEUs 162,582 15%
Total container fleet in TEUs 1,084,276 100%

Owned container fleet in CEUs 1,014,078 87%
Managed container fleet in CEUs 146,258 13%

Total container fleet in CEUs 1,160,336 100%

Owned railcar fleet in units 6,459
Year
Ended
December
31,
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2016
Average container fleet utilization in CEUs 92.8%
Average owned container fleet utilization in CEUs 93.5%
Average railcar fleet utilization 95.7%

The intermodal marine container industry-standard measurement unit is the 20-foot equivalent unit, or TEU, which
compares the size of a container to a standard 20-foot container. For example, a 20-foot container is equivalent to one
TEU and a 40-foot container is equivalent to two TEUs. Containers can also be measured in cost equivalent units
(CEUs), whereby the cost of each type of container is expressed as a ratio relative to the cost of a standard 20-foot dry
van container. For example, the CEU ratio for a standard 40-foot dry van container is 1.6, and a 40-foot high cube
container is 1.7.

Utilization of containers is computed by dividing the average total units on lease during the period in CEUs, by the
total CEUs in our container fleet. Utilization of railcars is computed by dividing the average number of railcars on
lease during the period by the total number of railcars in our fleet. In both cases, the total fleet excludes new units not
yet leased and off-hire units designated for sale. If new units not yet leased are included in the total fleet, total
container fleet utilization would be 91.1%, owned container fleet utilization would be 91.6%, and railcar fleet
utilization would be 86.4%, for the year ended December 31, 2016.

Our revenue consists of container lease income and rail lease income from our owned container and railcar fleets,
management fee income for managing containers for third-party investors and logistics revenue for the provision of
logistics services. Substantially all of our revenue is denominated in U.S. dollars. For the year ended December 31,
2016, we recorded revenue of $294.4 million and net income attributable to CAI common stockholders of

$6.0 million. A comparison of our 2016 financial results with those of the prior years can be found in Item 6 “Selected
Financial Data” of this Annual Report on Form 10-K.

We earn our container lease income from intermodal containers which are deployed by our customers in a wide
variety of global trade routes. Virtually all of our containers are used internationally and no container is domiciled in
one particular place for a prolonged period of time. As such, substantially all of our container assets are considered to
be international with no single country of use. Our railcars are used by lessees on railroads in North America. Our
logistics business provides both domestic and international logistics services.

5
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History

We were founded in 1989 by our Chairman, Hiromitsu Ogawa, as a traditional container leasing company that leased
containers owned by us to container shipping lines. We were originally incorporated under the name Container
Applications International, Inc. in the State of Nevada in August 1989. In February 2007, we were reincorporated
under our present name in the State of Delaware.

In December 2011, we formed CAI Rail Inc. (CAI Rail), as a wholly-owned subsidiary of the Company. CAI Rail
purchases and leases our fleet of railcars in North America.

In July 2015, we purchased ClearPointt Logistics LLC (ClearPointt), an intermodal logistics company focused on the
domestic intermodal market, for approximately $4.1 million. ClearPointt is headquartered in Everett, Washington.

In February 2016, we purchased Challenger Overseas, LLC (Challenger), a Non-Vessel Operating Common Carrier
(NVOCQ), for approximately $10.8 million. Challenger is headquartered in Eatontown, New Jersey.

In June 2016, we purchased Hybrid Logistics, Inc. and its affiliate General Transportation Services, Inc. (collectively,
Hybrid), asset light truck brokers, for approximately $12.0 million. Hybrid is headquartered in Portland, Oregon.

Corporate Information

Our corporate headquarters and principal executive offices are located at Steuart Tower, 1 Market Plaza, Suite 900,
San Francisco, California 94105. Our telephone number is (415) 788-0100 and our website address is
http://www.capps.com. We operate our business in 23 offices in 13 countries including the United States, and have
agents in Asia, Europe, South Africa, and South America. Our wholly-owned international subsidiaries are located in
the United Kingdom, Japan, Malaysia, Sweden, Germany, Singapore, Luxembourg, Australia, Chile, South Korea,
Barbados and Bermuda.

Segment Information

We organize our business by the nature of services we provide and separate our business into three reportable
segments: container leasing, rail leasing and logistics.

The container leasing segment derives its revenue from the ownership and leasing of containers and fees earned for
managing container portfolios on behalf of third party investors. The rail leasing segment derives its revenue from the
ownership and leasing of railcars. The logistics segment derives its revenue from the provision of logistics services.
There are no significant inter-segment revenues.

The operating results of each segment and details of our revenues for the years ended December 31, 2016, 2015 and
2014, and information regarding the geographic areas in which we do business are summarized in Note 17 to our
consolidated financial statements in this Annual Report on Form 10-K.

Industry Overview

Container Leasing

11
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We operate in the worldwide intermodal freight container leasing industry. Intermodal freight containers, or
containers, are large, standardized steel boxes used to transport cargo by a number of means, including ship, truck and
rail. Container shipping lines use containers as the primary means for packaging and transporting freight
internationally, principally from export-oriented economies in Asia to other Asian countries, North America and
Western Europe.

Containers are built in accordance with standard dimensions and weight specifications established by the International
Standards Organization (ISO). Standard dry van containers are eight feet wide, either 20 or 40 feet long and are either
8 feet 6 inches or 9 feet 6 inches tall.

The three principal categories of containers are described as follows:

Dry van containers. A dry van container is constructed of steel sides, roof and end panel with a set of doors on the
other end, a wooden floor and a steel undercarriage. Dry van containers are the least expensive and most commonly
used type of container. Dry van containers comprise approximately 90% of the worldwide container fleet, as measured
in TEUs. They are used to carry general cargo, such as manufactured component parts, consumer staples, electronics
and apparel.

Refrigerated containers. A refrigerated container has an integrated refrigeration unit on one end which plugs into a
generator set or other outside power source and is used to transport perishable goods.

6
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Specialized equipment. Specialized equipment includes open-top, flat-rack, palletwide and swapbody containers, roll
trailers, and generator sets. An open-top container is similar in construction to a dry van container except that the roof
is replaced with a tarpaulin supported by removable roof bows. A flat-rack container is a heavily reinforced steel
platform with a wood deck and steel end panels. Open-top and flat-rack containers are generally used to move heavy
or oversized cargo, such as marble slabs, building products or machinery. Palletwide containers are a type of dry-van
container externally similar to ISO standard containers, but internally about two inches wider so as to accommodate
two European-sized pallets side-by-side. Swapbody containers are a type of dry van container designed to be easily
transferred between rail, truck, and barge and are equipped with legs under their frames. Roll trailers are a type of
flat-bed trailer equipped with rubber wheels underneath for terminal haulage and stowage on board roll-on/roll-off
vessels.

Containers provide a secure and cost-effective method of transportation because they can be used in multiple modes of
transportation, making it possible to move cargo from a point of origin to a final destination without repeated
unpacking and repacking. As a result, containers reduce transit time and freight and labor costs as they permit faster
loading and unloading of shipping vessels and more efficient utilization of transportation containers than traditional
bulk shipping methods. The protection provided by containers also reduces damage, loss and theft of cargo during
shipment. While the life of containers varies based upon the damage and normal wear and tear suffered by the
container, we estimate that the average useful life of a dry van container used in our fleet is 13.0 years.

Container shipping lines own and lease containers for their use. Based on container fleet information reported by
Drewry Maritime Research, transportation companies (including container shipping lines and freight forwarders) own
approximately 53% of the total worldwide container fleet and container leasing companies own approximately 47% of
the total worldwide container fleet based on TEUs. Given the uncertainty and variability of export volumes and the
fact that container shipping lines have difficulty in accurately forecasting their container requirements at different
ports, the availability of containers for lease significantly reduces a container shipping line’s need to purchase and
maintain excess container inventory. In addition, container leases allow the container shipping lines to adjust their
container fleets both seasonally and over time and help to balance trade flows. The flexibility offered by container
leasing helps container shipping lines improve their overall fleet management and provides the container shipping
lines with an alternative source of financing.

Fleet Overview. The table below summarizes the composition of our container fleet as of December 31, 2016 by type
of equipment:

Percent Percent Percent Percent
Dry Van of Refrigerated of Specialized of of
Total Total Total Total
Containers Fleet Containers  Fleet Equipment Fleet Total Fleet
Owned container
fleet in TEUs 801,136 74% 53,630 5% 66,928 6% 921,694  85%
Managed container
fleet in TEUs 160,765 15% 584 0% 1,233 0% 162,582  15%

13
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Total container fleet

in TEUs 961,901 89% 54,214 5% 68,161 6% 1,084,276 100%
Percent Percent Percent Percent
Dry Van of Refrigerated of Specialized of of
Total Total Total Total
Containers Fleet Containers  Fleet Equipment Fleet Total Fleet
Owned container
fleet in CEUs 715,616 62% 195,435 17% 103,027 9% 1,014,078 87%
Managed container
fleet in CEUs 142,882 12% 2,044 0% 1,332 0% 146,258  13%
Total container fleet
in CEUs 858,498 74% 197,479 17% 104,359 9% 1,160,336  100%

Marketing and Operations Overview. Our marketing and operations personnel are responsible for developing and
maintaining relationships with our lessees, facilitating lease contracts and maintaining the day-to-day coordination of
operational issues. This coordination allows us to negotiate lease contracts that satisfy both our financial return
requirements and our lessees’ operating needs. It also facilitates our awareness of lessees’ potential equipment shortages
and their awareness of our available equipment inventories. We have marketing and operations employees in

twelve countries, supported by independent agents in a further seven countries.

Leases Overview. To meet the needs of our lessees and achieve a favorable utilization rate, we lease containers under
three main types of leases:

7
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Long-Term Leases. Our long-term leases have terms of one year or more and specify the number of containers to be
leased, the pick-up and drop-off locations, the applicable per diem rate and the contract term. We typically enter into
long-term leases for a fixed term ranging from three to eight years, with five-year term leases being most common.
Our long-term leases generally require our lessees to maintain all units on lease for the duration of the lease, which
provides us with scheduled lease payments. A small percentage of our long-term leases contain an early termination
option and afford the lessee interchangeability of containers, and the ability to redeliver containers if the lessee’s fleet
requirements change. Generally, leases with an early termination provision impose various economic penalties to the
customer if the customer elects to exercise the early termination provision.

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

Finance Leases. Finance leases provide our lessees with an alternative method to finance their container acquisitions.
Finance leases are long-term in nature and require relatively little customer service attention. They ordinarily require
fixed payments over a defined period and generally provide lessees with a right to purchase the leased containers for a
nominal amount at the end of the lease term. Per diem rates under finance leases include an element of repayment of
capital and, therefore, typically are higher than per diem rates charged under long-term leases. Finance leases require
the container lessee to keep the container on lease for the entire term of the lease.

The following table provides a summary of our container fleet by lease type as of December 31, 2016:

As of December

31, 2016

TEUs CEUs
Long-term leases 73% 75%
Short-term leases 19% 16%
Finance leases 8% 9%
Total 100% 100%
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Our lease agreements contain general terms and conditions detailing standard rights and obligations, including
requirements that lessees pay a per diem rate, depot charges, taxes and other charges when due, maintain equipment in
good condition, return equipment in good condition in accordance with return conditions set forth in the lease
agreement, use equipment in compliance with all applicable laws, and pay us for the value of the equipment as
determined by the lease agreement if the equipment is lost or destroyed. A default clause in our lease agreements
gives us certain legal remedies in the event that an equipment lessee is in breach of lease terms.

Our lease agreements contain an exclusion of warranties clause and require lessees to defend and indemnify us in most
instances from third-party claims arising out of the lessee’s use, operation, possession or lease of the equipment.
Lessees are required to maintain physical damage and comprehensive general liability insurance, or be adequately
self-insured, and to indemnify us against loss with respect to the equipment. We also maintain our own contingent
physical damage and third-party liability insurance that covers our equipment during both on-lease and off-lease
periods. All of our insurance coverage is subject to annual deductible provisions and per occurrence and aggregate
limits.

Management Services Overview. We manage containers for third-party investors under management agreements that
cover portfolios of containers. We lease, re-lease and dispose of the containers and contract for their repair,
repositioning and storage. Our management agreements have multiple year terms and provide that we receive a
management fee based upon the actual net operating income for each container, which is equal to the actual rental
revenue for a container less the actual operating expenses directly attributable to that container. Management fees are
collected monthly or quarterly, depending upon the agreement, and generally are not paid if net operating revenue is
zero or less for a particular period. If operating expenses exceed revenue, third-party investors are required to pay the
excess or we may deduct the excess, including our management fee, from future net operating revenue. Under these
agreements, we also receive a commission for selling or otherwise disposing of containers for the third-party investor.
Our management agreements generally require us to indemnify the third-party investor for liabilities or losses arising
out of a breach of our obligations. In return, the third-party investor typically indemnifies us in our capacity as the
manager of the container against a breach by the third-party investor, sales taxes on commencement of the
arrangement, withholding taxes on payments to the third-party investor under the management agreement and any
other taxes, other than our income taxes, incurred with respect to the containers that are not otherwise included as
operating expenses deductible from revenue.
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Re-leasing, Logistics Management and Depot Management. We believe that managing the period after

lease termination, in particular after our containers’ first lease, is one of the most important aspects of our business.
Successful management of this period requires disciplined re-leasing capabilities, logistics management and depot
management.

Re-leasing. Since our leases (other than finance leases) allow our lessees to return their containers, we typically lease a
container several times during its useful life. New containers can usually be leased with a limited marketing 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 locat
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