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PART| FINANCIAL INFORMATION INTERPOOL, INC. AND SUBSIDIARIES

Item 1: FINANCIAL STATEMENTS

The Condensed Consolidated Financial Statements as of March 31, 2007 (unaudited) and December 31, 2006
and for the three months ended March 31, 2007 (unaudited) and 2006 (unaudited) (the Condensed Consolidated
Financial Statements ) of Interpool, Inc. and Subsidiaries (the Company orthe Registrant ) included herein have been
prepared by the Company, without audit, pursuant to the rules and regulations of the Securities and Exchange
Commission (the SEC ). Certain information and footnote disclosures normally included in financial statements
prepared in accordance with U.S. generally accepted accounting principles ( U.S. GAAP ) have been condensed or
omitted pursuant to such rules and regulations, although the Registrant believes that the disclosures are adequate to
make the information presented not misleading. The Company has made certain reclassifications to prior balances to
conform to the current year presentation. See Note 1(J) to the Condensed Consolidated Financial Statements. It is
suggested that these Condensed Consolidated Financial Statements be read in conjunction with the Consolidated
Financial Statements and the notes thereto included in the Company s December 31, 2006 Annual Report on Form
10-K (the 2006 Form 10-K ). These Condensed Consolidated Financial Statements reflect, in the opinion of
management, all adjustments (consisting only of normal recurring adjustments) necessary to present fairly the results
for the interim periods. The results of operations for such interim periods are not necessarily indicative of the results
for the full year.

Merger Agreement

On April 20, 2007, the Company entered into an Agreement and Plan of Merger (the Merger Agreement ), with
Chariot Acquisition Holding LLC, a Delaware limited liability company (the Purchaser ), and Chariot Acquisition Sub
Inc., a Delaware corporation and wholly-owned subsidiary of the Purchaser ( Merger Sub ). The Merger Agreement
provides that, pursuant to the terms and subject to the conditions set forth in the Merger Agreement, Merger Sub will
merge with and into the Company, with the Company continuing as the surviving entity and as a wholly-owned
subsidiary of the Purchaser (the Merger ). As a result of the Merger, each holder of the Company s common stock will
be entitled to receive $27.10 in cash for each share of the Company s common stock held by such holder. The
Purchaser is a newly-formed entity owned by certain private equity funds managed by affiliates of Fortress Investment
Group LLC. Consummation of the Merger will be subject to satisfaction of customary conditions, including the
approval of the Merger Agreement and the Merger by holders of a majority of the Company s outstanding common
stock at a special meeting to be called for that purpose. The Merger is expected to close in the third quarter of 2007.

For additional information about the Merger Agreement, see Note 13 to the Condensed Consolidated Financial
Statements.

Sale of Equity Interest in CAI

Historically, the Company s container leasing operations were primarily conducted through a wholly-owned
subsidiary, incorporated in Barbados, as well as through Container Applications International, Inc. ( CAI ), a
consolidated subsidiary in which the Company owned a 50% common equity interest and appointed a majority of the
members of the board of directors. On October 1, 2006, the Company sold its 50% common equity interest to CAI for
total consideration of $77,500, consisting of a $40,000 cash payment and the issuance of a convertible subordinated
secured promissory note by CAI to the Company in the principal amount of $37,500. As a result of this transaction,
commencing October 1, 2006, the Company no longer has an ownership interest in CAI and thus CAI s assets and
liabilities are no longer consolidated.

In addition, due to the potential convertibility of the promissory note, under certain circumstances, the Company
could, at some future date, hold an equity interest in CAI exceeding 20% if it elected to convert the promissory note.
Accordingly, CAI s operating results for 2006, included herein, have been treated as results from continuing operations
in the Company s Condensed Consolidated Statements of Income for the three month period ended March 31, 2006 as

Sale of Equity Interest in CAl 3
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well as the Company s Condensed Consolidated Statements of Cash Flows for the three month period ended March 31,
2006. See Note 9 to the Condensed Consolidated Financial Statements for further information.

March 2006 Sale of Containers

On March 29, 2006, the Company s wholly owned container leasing subsidiary, Interpool Containers Limited
( ICL ), completed the sale of approximately 273,300 standard dry marine cargo containers (the March 2006 Container
Sale ), together with an assignment of all rights of ICL under existing operating leases for these containers with the
Company s customers, to a newly formed subsidiary of an investor group based in Switzerland (the Purchaser ),
pursuant to a Sale Agreement dated March 14, 2006 (the Sale Agreement ). The containers sold represented
approximately 74% of the standard dry marine cargo containers in the Company s operating lease fleet at December
31, 2005, including most of the containers managed for the Company by Container Applications International, Inc.
( CAI ). The sale did not include containers subject to existing direct financing leases with customers.

Since April 1, 2006, the Company no longer records leasing revenue and lease operating and administrative
expense relating to the containers sold to the Purchaser, but the Company records management fee revenue earned
under the management agreements entered into with the Purchaser. As a result, from and after April 1, 2006, all
revenues and lease operating expenses included in the Condensed Consolidated Statements of Income include only
those revenues and costs associated with the Company s owned equipment or equipment leased to customers by the
Company under the terms of direct financing leases. In addition, effective April 1, 2006, the Company s depreciation
expense has been reduced due to the sale of the containers and its effective tax rate has increased because its U.S.
sourced income represents a larger portion of its net income. See Note 6 to the Condensed Consolidated Financial
Statements for further information.

The information in this Quarterly Report on Form 10-Q contains certain forward-looking statements within the
meaning of the securities laws. These forward-looking statements reflect the current view of the Company with
respect to future events and financial performance and are subject to a number of risks and uncertainties, many of
which are beyond the Company s control. All statements, other than statements of historical facts included in this
report, regarding the Company s strategy, future operations, financial position, estimated revenues, projected costs,
prospects, plans and objectives of management are forward-looking statements. When used in this report, the words

will, believe, anticipate, intend, estimate, expect, project and similar expressions are intended to identify

forward-looking statements, although not all forward-looking statements contain these identifying words. All
forward-looking statements speak only as of the date of this report. The Company does not undertake any obligation
to update or revise publicly any forward-looking statements, whether as a result of new information, future events or
otherwise.

INTERPOOL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except share and per share amounts)

(Unaudited)
March 31, December
2007 2006
ASSETS

CASH AND CASH EQUIVALENTS (including restricted cash of $24,255 and
$22,875 at March 31, 2007 and December 31, 2006, respectively) $302,698 $385, 32
ACCOUNTS RECEIVABLE, less allowance of $1,642 and $2,172, respectively 59,700 63,23
NOTE RECEIVABLE 37,500 37,50
NET INVESTMENT IN DIRECT FINANCING LEASES 441,862 404, 64

March 2006 Sale of Containers 4
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OTHER RECEIVABLES, net

LEASING EQUIPMENT, net of accumulated depreciation and amortization of
$312,976 and $304,046, respectively

OTHER ASSETS

ASSETS HELD FOR SALE

TOTAL ASSETS

LIABILITIES
ACCOUNTS PAYABLE AND ACCRUED EXPENSES
INCOME TAXES
DEFERRED INCOME
DEBT AND CAPITAL LEASE OBLIGATIONS
Due within one year
Due after one year

TOTAL DEBT AND CAPITAL LEASE OBLIGATIONS
TOTAL LIABILITIES
MINORITY INTEREST IN EQUITY OF SUBSIDIARIES
COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY

Preferred stock, par value $.001 per share; 1,000,000 authorized,
none issued

Common stock, par value $.001 per share; 100,000,000 shares
authorized, 31,979,673 issued at March 31, 2007 and 31,808,650 issued
at December 31, 2006

Additional paid-in capital

Treasury stock, at cost, 2,561,530 shares at March 31, 2007 and
December 31, 2006, respectively

Retained earnings

Accumulated other comprehensive income

TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

16,313 19,17
1,283,348 1,309,00
51,836 50, 49

— 21,79
$2,193,257  $2,291,17
$79,151 $155, 88
50,329 67,93
5,204 6,34
253,421 262,76
1,198,761 1,200, 76
1,452,182 1,463,53
$1,586,866  $1,693,70
26,922 26,94

29 2

243,734 240, 93
(57,000) (57,00
388,302 381,70
4,404 4,86
579,469 570, 52
$2,193,257 $2,291,17

The accompanying notes to the Condensed Consolidated Financial Statements are an integral part of these balance

sheets.

INTERPOOL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(dollars in thousands, except share and per share amounts)
(unaudited)

REVENUES :

Equipment leasing revenue, including income recognized on direct financing
leases of $10,875 and $9, 748, respectively

Management fee revenue

Other revenues

March 2006 Sale of Containers

Three Months Ended

March 31,
2007 2006
$81, 945 $93, 965
4,032 2,883
6,058 6,139
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TOTAL REVENUES 92,035 102,987

COSTS AND EXPENSES:

Lease operating and administrative expenses 36,244 43,528
Provision for doubtful accounts 237 501
Fair value adjustment for derivative instruments (377) (1,658)
Fair value adjustment for warrants - 5,209
Depreciation and amortization of leasing equipment 11,957 23,133
Impairment of leasing equipment 522 7,212
Loss for investment accounted for under the equity method 39 -
Loss on retirement of debt 187 8,153
Gain on sale of leasing equipment (261) (68,490)
Gain on sale of equity investment (1,345) -
Other income, net (290) (351)
Interest expense 24,915 34,374
Interest income (5,552) (4,876)
TOTAL COSTS AND EXPENSES 66,276 46,735
INCOME BEFORE MINORITY INTEREST EXPENSE, NET AND PROVISION FOR INCOME TAXES 25,759 56,252
Minority interest expense, net (758) (1,932)
INCOME BEFORE PROVISION FOR INCOME TAXES 25,001 54,320
Provision for income taxes 7,255 1,010
NET INCOME $17,746 $53,310

NET INCOME PER SHARE:
Basic $0.49 $1.87

Diluted $0.44 $1.65

WEIGHTED AVERAGE SHARES OUTSTANDING (in thousands) :
Basic 29,381 28,500

Diluted 33,784 32,527

The accompanying notes to the Condensed Consolidated Financial Statements are an integral part of these statements.

INTERPOOL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(dollars in thousands)

(unaudited)

Three Months Ended
March 31,
2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $17,746 $53,310
Adjustments to reconcile net income to net cash (used for) provided by
operating activities —-

Depreciation and amortization 12,612 25,208
Impairment of leasing equipment 522 7,212
Amortization of debt discount 681 628

March 2006 Sale of Containers 6



Edgar Filing: INTERPOOL INC - Form 10-Q

Gain on sale of leasing equipment (261) (68,490)
Gain on sale of equity investment (1,345) -
Provision for doubtful accounts 237 501
Loss on retirement of debt 187 8,153
Stock based compensation expense 80 123
Fair value adjustment for derivative instruments (377) (1,658)
Fair value adjustment for warrants - 5,209
Loss for investments accounted for under the equity method 39 -
Decrease in accounts receivable 3,293 5,563
Decrease in other receivables 2,814 356
Increase in other assets (2,343) (1,001)
Decrease in accounts payable and accrued expenses (37,116) (20, 932)
Decrease in income taxes payable (17,759) (12,390)
Increase in deferred income 248 6,070
Other, net (20) 989

Net cash (used for) provided by operating activities (20,762) 8,851

CASH FLOWS FROM INVESTING ACTIVITIES:

Acquisition of leasing equipment (87,174) (45,973)
Proceeds from dispositions of leasing equipment 26,964 534,548
Investment in direct financing leases (5,076) (6,864)
Cash collections on direct financing leases 21,959 21,891

Net cash (used for) provided by investing activities (43,327) 503,602

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from issuance of debt 41,127 23,834
Payment of long-term debt and capital lease obligations (53,347) (544,634)
Borrowings of revolving credit lines - 6,000
Repayment of revolving credit lines - (19,000)
Proceeds from exercise of stock options 2,109 ——
Tax benefit associated with stock option exercise 562 -
Dividends paid (8,985) (5,700)

Net cash used for financing activities (18,534) (539,500)
Net decrease in cash and cash equivalents (82,623) (27,047)
CASH AND CASH EQUIVALENTS, beginning of period 385,321 427,265
CASH AND CASH EQUIVALENTS, end of period $302,698 $400,218
Cash paid for interest $32,332 $43,226
Cash paid for taxes $24,556 $13,561

Supplemental schedule of non-cash investing activities:

Transfers from leasing equipment to direct financing leases $55,869 $44,632
Transfer from direct financing leases to leasing equipment $38 $5,215
Transfer of warrant liability to additional paid in capital S——— $58,440

The accompanying notes to the Condensed Consolidated Financial Statements are an integral part of these
statements.

INTERPOOL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS EQUITY

March 2006 Sale of Containers 7
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AT DECEMBER 31, 2006 AND THE THREE MONTHS ENDED MARCH 31, 2007
(dollars in thousands)

(unaudited)
Common Stock Additional Acum.
Outstanding Par Paid-in Treasury Retained Other Comp. Comprehensiv
Shares Value Capital Stock Earnings Income Income
Balance, December 31, 2006,
as previously reported 29,247 $29 $240,932 $(57,000) $381,704 $4,862 $———
Adoption of FIN 48, see
Note 5 ——= ——= ——= ——= (450) ——= ——=
Balance, January 1, 2007,
as adjusted 29,247 29 240,932 (57,000) 381,254 4,862 ——=
Net income - - - - 17,746 - $17,746
Other comprehensive (loss) - - - - - (458) (458
Comprehensive income $17,288
Stock incentive plans 6 - 131 - - -
Payment ascribed to warrant
holders, see Note 2 - - - - (3,344) -
Options exercised 165 - 2,671 - - -
Cash dividends declared:
Common stock, $0.25 per
share —-——= —-——= —-——= —-——= (7,354) —-——=

BALANCE, March 31, 2007 29,418 $29 $243,734 $(57,000) $388,302 $4,404

INTERPOOL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share amounts)
(Unaudited)

Note 1 Nature of Operations and Significant Accounting Policies
A. Basis of Presentation

The Condensed Consolidated Financial Statements of Interpool, Inc. and Subsidiaries (the Company ) as of
March 31, 2007 (unaudited) and December 31, 2006 and for the three months ended March 31, 2007 (unaudited) and
2006 (unaudited) (the Condensed Consolidated Financial Statements ) included herein have been prepared by the
Company, without audit, pursuant to the rules and regulations of the Securities and Exchange Commission (the SEC ).
Certain information and footnote disclosures normally included in financial statements prepared in accordance with
U.S. generally accepted accounting principles, ( U.S. GAAP ), have been condensed or omitted pursuant to such rules

Note 1 Nature of Operations and Significant Accounting Policies 8



Edgar Filing: INTERPOOL INC - Form 10-Q

and regulations, although the Company believes that the disclosures are adequate to make the information presented
not misleading. It is suggested that these Condensed Consolidated Financial Statements be read in conjunction with
the Consolidated Financial Statements and the notes thereto included in the Company s December 31, 2006 Annual
Report on Form 10-K (the 2006 Form 10-K ). These Condensed Consolidated Financial Statements reflect, in the
opinion of management, all adjustments (consisting only of normal recurring adjustments) necessary to present fairly
the results for the interim periods. The results of operations for such interim periods are not necessarily indicative of
the results for the full year.

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities, the reported amounts of revenues and
expenses during the reporting period and disclosure of contingent assets and liabilities at the date of the financial
statements. Actual results could differ from those estimates.

B. Nature of Operations

The Company and its subsidiaries conduct business principally in a single industry segment, the leasing of
intermodal dry freight standard containers, chassis and other transportation related equipment. Within this single
industry segment, the Company s operations come from two reportable segments: container leasing and domestic
intermodal equipment leasing. The container leasing segment specializes primarily in the leasing of intermodal dry
freight standard containers, while the domestic intermodal equipment segment specializes primarily in the leasing of
intermodal container chassis. The Company leases its containers principally to international container shipping lines
located throughout the world. The customers for the Company s chassis are a large number of domestic companies,
many of which are domestic subsidiaries or branches of international shipping lines, as well as major U.S. railroads.
Equipment is purchased directly or acquired through conditional sales contracts and lease agreements, many of which
qualify as capital leases.

Historically, the Company s container leasing operations were primarily conducted through a wholly-owned
subsidiary, incorporated in Barbados, as well as through Container Applications International, Inc. ( CAI ), a
consolidated subsidiary in which the Company owned a 50% common equity interest and appointed a majority of the
members of the board of directors. On October 1, 2006, the Company sold its 50% common equity interest to CAI for
total consideration of $77,500, consisting of a $40,000 cash payment and the issuance of a convertible subordinated
secured promissory note by CAI to the Company in the principal amount of $37,500. As a result of this transaction,
commencing October 1, 2006, the Company no longer has an ownership interest in CAI and thus CAI s assets and
liabilities are no longer consolidated.

In addition, due to the potential convertibility of the promissory note, under certain circumstances, the Company
could, at some future date, hold an equity interest in CAI exceeding 20% if it elected to convert the promissory note.
Accordingly, CAI s operating results for 2006, included herein, have been treated as results from continuing operations
in the Company s Condensed Consolidated Statement of Income for the three month period ended March 31, 2006, as
well as the Company s Condensed Consolidated Statements of Cash Flows for the three month period ended March 31,
2006.

Profits of the Company s Barbados subsidiaries generated by international container leasing operations are
exempt from federal taxation in the United States to the extent such profits are retained outside the United States.
These profits are subject to Barbados tax at rates that are substantially lower than the applicable rates in the United
States.

C. Basis of Consolidation

The Company s Condensed Consolidated Financial Statements are prepared in accordance with U.S. GAAP. The
Condensed Consolidated Financial Statements include the accounts of the Company and subsidiaries more than 50%

Note 1 Nature of Operations and Significant Accounting Policies 9
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owned or otherwise controlled by the Company. All significant intercompany transactions have been eliminated in
consolidation. Minority interest in equity of subsidiaries represents the minority stockholders proportionate share of
the equity in the income/(losses) of the subsidiaries.

Certain investments in which the Company does not own a majority interest or otherwise control are accounted
for using the equity method of accounting.

D. Net Income Per Share

Basic net income per share is computed by dividing net income, after adjustment for payments to warrant
holders in lieu of a dilution adjustment, by the weighted average number of shares outstanding during the period
(which is net of treasury shares). Diluted income per share reflects the potential dilution that could occur if securities
or other contracts to issue common stock were exercised or converted into common stock. The dilutive effect of stock
options and warrants and the unvested portion of restricted stock grants is computed using the treasury stock method,
which assumes the repurchase of common shares at the average market price for the period. Stock options and
warrants that do not have a dilutive effect (because the exercise price is above the market price) are not included in the
diluted income per share. For the three months ended March 31, 2007 options to purchase 2,541 shares were not
dilutive and were not included in diluted earnings per share while the warrants to acquire common shares were
dilutive. For the three months ended March 31, 2006, options to purchase 35,585 shares were not dilutive and were
not included in diluted earnings per share while the warrants to acquire common shares were dilutive. Unvested
restricted stock grants were dilutive for the three months ended March 31, 2007 and 2006. The convertible redeemable
subordinated debentures were dilutive for the three months ended March 31, 2007 and 2006.

A reconciliation of the numerator and denominator of basic EPS with that of diluted EPS is presented below:

Three Months End

2007

Numerator

Net Income $17,746

Less: Payment ascribed to warrant holders (3,344)

Income available to common stockholders - Basic EPS 14,402

Interest expense on convertible debentures, net of tax of $344 in both periods 516

Income available to common stockholders - Diluted EPS $14,918
Denominator

Weighted average common shares outstanding-Basic 29,381

Dilutive stock options and warrants 2,909

Dilutive convertible debentures 1,487

Dilutive restricted stock grants 7

Weighted average common shares outstanding-Diluted 33,784
Earnings per common share

Basic $0.49

Diluted $0.44

Note 1 Nature of Operations and Significant Accounting Policies 10
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E. Comprehensive Income

Comprehensive income consists of net income or loss for the current period and gains or losses that have been
previously excluded from the income statement and were only reported as a component of equity.

The tax effect of other comprehensive income is as follows:

Before Tax Tax Net
Three Months Ended March 31, 2007 Amount Effect Tax A
Unrealized holding (losses) arising during the period:
Swap agreements $(704) $246 S (

Before Tax Tax Net
Three Months Ended March 31, 2006 Amount Effect Tax A
Unrealized holding gains/ (losses) arising during the period:
Cumulative foreign currency translation adjustment $(23) $8
Swap agreements 3,799 (1,330)

$3,776 $(1,322) $2

The components of accumulated other comprehensive income, net of taxes, are as follows:
March 31, 2007 December 31, 2006
Marketable securities $2 $2
Swap agreements 4,402 4,860
$4,404 $4,862

F. Stock-Based Compensation
Stock Options

At March 31, 2007, the Company had four stock option plans as described below:

The Company s 2004 Stock Option Plan for Key Employees and Directors (the 2004 Plan ), was adopted by the

Board of Directors, and approved by the stockholders at the Company s Annual Meeting of Stockholders, on
December 15, 2004. A total of 1,500,000 shares of common stock have been reserved for issuance under the 2004
Plan. Options may be granted under the 2004 Plan, at the discretion of the Compensation Committee of the Board of
Directors (the Compensation Committee ), to key employees and directors (whether or not they are employees) of
Interpool, Inc. and its subsidiaries. Options granted under the plan are exercisable at such times and under such
conditions as may be determined by the Compensation Committee at the time of grant; however, options may not be
granted for terms in excess of ten years. The number of shares that may be the subject of options granted during any
calendar year to any one individual cannot exceed 250,000 shares. At March 31, 2007, a total of 325,000 options were

Note 1 Nature of Operations and Significant Accounting Policies 11



Edgar Filing: INTERPOOL INC - Form 10-Q

outstanding under this plan with options for 1,150,000 shares available for future grant.

Previously, the Company maintained a 1993 Stock Option Plan for Executive Officers and Directors (the 1993
Stock Option Plan ). At March 31, 2007, a total of 166,000 fully vested options were outstanding under the 1993 Stock
Option Plan. No further options may be granted under the 1993 Stock Option Plan.

Options outstanding under both the 2004 Plan and the 1993 Stock Option Plan have been granted with
immediate vesting, cliff vesting after six months, one year and five years, and vesting over a period of two, three and
five years.

The Company s 2004 Nonqualified Stock Option Plan for Non-Employee, Non-Officer Directors (the 2004
Directors Plan ), was also adopted by the Board of Directors, and approved by the stockholders at the Company s 2004
Annual Meeting of Stockholders on December 15, 2004. A total of 250,000 shares of common stock have been
reserved for issuance under the 2004 Directors Plan. Options granted under the 2004 Directors Plan are granted with
an exercise price per share equal to the fair market value of the Company s common stock on the date on which the
option is granted. The options granted pursuant to the 2004 Directors Plan may be exercised at the rate of one-third of
the shares on each anniversary of the options grant date, subject to applicable holding periods required under rules of
the Securities and Exchange Commission. Options granted pursuant to the 2004 Directors Plan expire ten years from
their grant date.

The 2004 Directors Plan provides for the automatic grant of nonqualified options to non-employee non-officer
directors. Under the 2004 Directors Plan, each person who was not an employee or officer and who served as a
member of the Board of Directors received a grant of options for 15,000 shares of common stock on the business day
following the 2004 Annual Meeting. In addition, each person who became a non-employee non-officer director
following the 2004 Annual Meeting automatically received a grant of options for 15,000 shares on the first business
day after becoming a director. The 2004 Directors Plan also provides for additional automatic grants of options for
5,000 shares on an annual basis to each continuing director, other than an employee or officer, on the first business
day following each annual meeting, beginning with the annual meeting held during 2005. At March 31, 2007, a total
of 140,000 options were outstanding under this plan with options for 105,000 shares available for future grant.

Previously, the Company maintained the 1993 Non-Qualified Stock Option Plan for Non-Employee,
Non-Consultant Directors (the 1993 Directors Plan ). A total of 30,000 fully vested options were outstanding under the
1993 Directors Plan at March 31, 2007. No further options may be granted under the 1993 Directors Plan.

Effective January 1, 2006, the Company began recording compensation expense associated with stock options
in accordance with SFAS No. 123(R), Share-Based Payment, ( SFAS 123(R) ). The Company adopted the modified
prospective transition method provided by SFAS 123(R), and as a result, did not retroactively adjust results from prior
periods. The Company uses the Black-Scholes option valuation model in estimating the fair value of stock option
awards issued under SFAS 123(R); however, no options were granted during the first quarters of 2007 or 2006.

The Company s net income for the three months ended March 31, 2007 included $110 of compensation expense
and $44 of income tax benefits related to the Company s four stock option plans. This compares to $182 of
compensation expense and $73 of income tax benefits for the same period in 2006. The compensation expense related
to all of the Company s stock based compensation arrangements is recorded as a component of lease operating and
administrative expenses in the Condensed Consolidated Statements of Income. For the three months ended March 31,
2007 and 2006, the impact on basic and diluted earnings per share as a result of SFAS 123(R) was less than one cent
per share.

During the first quarter of 2007, five employees exercised 165,500 options under the four stock option plans.
These options had exercise prices from $10.25 per share to $22.05 per share. In connection with these exercises, these

employees remitted $2,109 in cash to the Company for the exercise of the options and additional sums to pay for

Note 1 Nature of Operations and Significant Accounting Policies 12



Edgar Filing: INTERPOOL INC - Form 10-Q

estimated tax withholdings. The exercise resulted in the issuance of 165,500 shares at a par value of $0.001 and
increased additional paid-in-capital by approximately $2,109. In addition, since these options were granted as
compensation for services rendered, the Company is entitled to claim a tax deduction for compensation on its 2007
federal tax return. A tax benefit amounting to approximately $562 was recorded as additional paid-in-capital during
the first quarter of 2007.

SFAS 123(R) requires that cash flows resulting from tax benefits related to tax deductions in excess of the
cumulative compensation expense recognized for options exercised (excess tax benefits) be classified as cash inflows
from financing activities and cash outflows from operating activities. During the three months ended March 31, 2007,
$562 of excess tax benefits resulting from the exercise of stock options was recorded as additional paid-in-capital and
is presented on the Condensed Consolidated Statements of Cash Flows as a financing cash inflow. There were no
stock options exercised during the three months ended March 31, 2006.

A summary of the Company s stock option activity for the three months ended March 31, 2007 for the combined
plans was as follows:

Weighted-Average

Remaining Aggreg
Weighted-Average Contractual Life
Shares Exercise Price (Years) (in
Outstanding at January 1, 2007 826,500 $16.33 5.9 $5
Granted - - -
Forfeited or Expired - - -
Exercised 165,500 12.75 - S1
Outstanding at March 31, 2007 661,000 $17.22 6.3 $4
Vested and expected to vest in the future at
March 31, 2007 661,000 $17.22 6.3 $4
Exercisable at March 31, 2007 546,002 $16.44 5.9 $4

Available for grant at March 31, 2007 1,255,000

A summary of the Company s stock option activity for non vested options for the three months ended
March 31, 2007 for the combined plans was as follows:

Weighted-Average

Remaining Aggreg
Weighted-Average Contractual Life
Shares Exercise Price (Years) (in
Non Vested Options Outstanding at
January 1, 2007 114,998 $20.99 8.8

Granted - R —_—
Forfeited or Expired - —— R
Vested during period - R R
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Outstanding at March 31, 2007 114,998 $20.99 8.5

As of March 31, 2007, there was $648 of unamortized compensation cost ($389 net of tax) related to 114,998
non-vested stock option awards with a weighted-average grant date fair value of $9.17 per share. This compares to
$983 of unamortized compensation costs ($591 net of tax) related to 114,998 non-vested stock option awards with a
weighted-average grant date fair value of $9.17 per share at December 31, 2006. Compensation expense of
approximately $405 ($243 net of tax) will be recorded during the remainder of 2007 with $186 ($112 net of tax) and
$57 ($34 net of tax) to be recorded in 2008 and 2009, respectively.

Deferred Bonus Plan

In November 2002, the Company s Board of Directors approved a Deferred Bonus Plan (the Plan ) under which
employees of the Company and its affiliates who received discretionary year-end bonuses of greater than $50 received
such bonuses partly in cash and partly in the form of an award of the Company s common stock. Although the Board
of Directors terminated the Deferred Bonus Plan in September 2004, all stock previously granted under this plan will
continue to be subject to the terms of the Plan.

Bonus stock awards under this Plan vest in equal installments over a five-year period, unless the recipient
elected to have the award vest over a ten-year period or the Board of Directors specified another period. The unvested
portion of any bonus stock award will vest immediately if a change in control of the Company occurs, if the employee
is terminated without cause, if the employee resigns for a good reason, if the employee dies or becomes permanently
disabled, or in any other circumstance deemed appropriate by the Board of Directors. If a recipient resigns voluntarily
without a good reason or is terminated for cause, the employee will forfeit any unvested portion of any bonus stock
award.

The number of shares of stock awarded was calculated by dividing the dollar value of the stock portion of the
bonus by the average stock price for the last ten trading days ending on December 31 of the grant year.

Under the Plan, each employee granted a bonus stock award has a right from time to time to require the
Company to purchase a total number of shares of stock equal to the number of shares of stock underlying the
Participant s Bonus Stock Award. The shares may be vested shares or shares which were otherwise acquired by the
participant providing that all shares were beneficially owned by the participant for at least 6 months. The purchase
price shall be equal to the fair market value of a share of stock on the trading day preceding the date of such purchase.

Compensation expense related to restricted stock awards is recognized ratably over the service vesting period;
however, vested shares are issued annually in January of each year in connection with previously outstanding grants.
On January 3, 2007, 5,523 shares were issued to employees under this plan. During the three months ended March
31, 2007, the Company recorded compensation expense of $21 ($14 net of tax). This compared to $20 ($14 net of tax)
during the three months ended March 31, 2006. Compensation expense is recorded as a component of lease operating
and administrative expenses in the Condensed Consolidated Statements of Income.

At March 31, 2007, and December 31, 2006, 23,021 and 24,399 restricted stock awards were unvested,
respectively. These restricted stock awards had a weighted-average grant date fair value of $11.91 and $12.63 per
share at March 31, 2007 and December 31, 2006, respectively. In accordance with SFAS 123(R), the fair value of
restricted stock awards were estimated based on the closing market value of the Company s stock price at date of grant.
As of March 31, 2007, there was $339 of unamortized compensation costs related to non-vested restricted stock
awards, which is expected to be recognized over a remaining weighted-average vesting period of 5.7 years. This
compares to $360 of unamortized compensation cost at December 31, 2006 with a remaining weighted-average
vesting period of 5.8 years.
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G. Credit Risk

At March 31, 2007, approximately 14% (16% at December 31, 2006) of accounts receivable and 72% (70% at
December 31, 2006) of the net investment in direct financing leases were from customers outside of the United States.

During the three months ended March 31, 2007, the Company s top 25 customers represented approximately
78% of its consolidated billings, with no single customer accounting for more than 8.9%. For the same period in the
prior year, the Company s top 25 customers represented approximately 79% of its consolidated billings with no single
customer accounting for more than 8.4%.

H. Management Services

In addition to leasing equipment which it owns or which it finances through capital lease obligations, the
Company sells equipment to third party investors and manages the equipment on their behalf. The management
services provided by the Company include marketing, billing, collection and other administrative functions associated
with leasing this equipment to lessees in the transportation industry. Since these transactions have multiple
deliverables, the Company evaluates all such transactions under the requirements of SFAS No. 13, Accounting for
Leases and Emerging Issues Task Force Issue No. 00-21, Revenue Arrangements with Multiple Deliverables ( EITF
00-21 ). The Company has determined that the two deliverables, that is, the sale of the equipment and the continuing
management services, are separate units of accounting and the revenue for each unit of accounting is recorded in
accordance with EITF 00-21.

When equipment is initially sold to an investor, any profit or loss is reflected as gain or loss on sale of leasing
equipment in the Condensed Consolidated Statements of Income. During the period that the Company is managing the
equipment for the investors, the Company earns a management fee which is generally based on the net operating
income earned by the equipment. In addition, the Company often earns management fees related to the sale of the
equipment at the end of its useful life. These fees are classified as management fee revenue in the Condensed
Consolidated Statements of Income. All billings generated for investors net of expenses incurred on behalf of the
investors (net of the management fees earned by the Company) are recorded as a payable to the investors. Any
accounts receivable due from customers related to the leasing of managed equipment are netted against the amounts
due to the investor, since these amounts are not payable to the investor until received by the Company. The liability,
net of the amounts due from customers relating to the managed equipment, is recorded within accounts payable and
accrued liabilities on the Condensed Consolidated Balance Sheets. As a result, all revenues and lease operating
expenses included in the Condensed Consolidated Statements of Income include only those revenues and costs
associated with equipment owned by the Company or equipment leased to customers by the Company under the terms
of direct financing leases.

I.  Recent Accounting Pronouncements

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes ( FIN
48 ). FIN 48 establishes a recognition threshold and measurement for income tax positions recognized in an enterprise s
financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 also
prescribes a two-step evaluation process for tax positions. The first step is recognition and the second is measurement.
For recognition, an enterprise judgmentally determines whether it is more-likely-than-not that a tax position will be
sustained upon examination, including resolution of related appeals or litigation processes, based on the technical
merits of the position. If the tax position meets the more-likely-than-not recognition threshold, the related benefit
recognized in the financial statements is measured based on the largest amount of tax benefit that is greater than 50%
likely of being realized. If a tax position does not meet the more-likely-than-not recognition threshold, none of the
benefit of that position is recognized in the financial statements.
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Tax positions that meet the more-likely-than-not recognition threshold at the effective date of FIN 48 may be
recognized, or continue to be recognized, upon adoption of this Interpretation. The cumulative effect of applying the
provisions of FIN 48 shall be reported as an adjustment to the opening balance of retained earnings in the year
adopted. FIN 48 is effective for fiscal years beginning after December 15, 2006. Accordingly, the Company adopted
FIN 48 on January 1, 2007. The adoption of FIN 48 resulted in a reduction to retained earnings as of January 1, 2007
of approximately $450.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements, ( SFAS 157 ) which is effective
for calendar year companies on January 1, 2008. SFAS 157 defines fair value, establishes a framework for measuring
fair value in accordance with U.S. GAAP, and expands disclosures about fair value measurements. SFAS 157 codifies
the definition of fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The standard clarifies the principle that fair value
should be based on the assumptions market participants would use when pricing the asset or liability and establishes a
fair value hierarchy that prioritizes the information used to develop those assumptions. The Company is currently
assessing the potential impact of implementing this standard.

On February 15, 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities ( SFAS 159 ). Under this Standard, the Company may elect to report financial instruments and
certain other items at fair value on a contract-by-contract basis with changes in value reported in earnings. This
election is irrevocable. SFAS 159 provides an opportunity to mitigate volatility in reported earnings that is caused by
measuring hedged assets and liabilities that were previously required to use a different accounting method than the
related hedging contracts when the complex provisions of SFAS 133, Accounting for Derivative Instruments and
Hedging Activities, ( SFAS 133 ) are not met.

SFAS 159 is effective for fiscal years beginning after November 15, 2007. Early adoption within 120 days of
the beginning of the Company s 2007 fiscal year is permissible, provided the Company has not yet issued interim
financial statements for 2007 and has adopted SFAS 157. The Company will adopt the provisions of SFAS 159, as
applicable, beginning January 1, 2008.

J.  Reclassifications

As a result of the March 2006 Container Sale, the Company determined that the management fee revenue
earned while managing equipment on behalf of investors should be reported separately on the face of the Company s
Condensed Consolidated Statements of Income. In addition, the Company also determined that the fees earned while
providing chassis management services through the Company s proprietary PoolSPatoftware should be classified
within management fee revenue on the face of the Company s Condensed Consolidated Statements of Income. As a
result, reclassification of the fees earned while providing these chassis management services, as well as CAI s
management fee revenue, have been made to the 2006 amounts in order to conform to the 2007 presentation. These
reclassifications have no impact on net income. Certain reclassifications have been made to the Company s 2006
Condensed Consolidated Balance Sheet in order to conform to the 2007 presentation.

Note 2 Debt and Capital Lease Obligations

The following table summarizes the Company s debt and capital lease obligations as of March 31, 2007 and
December 31, 2006:

March 31,
Total Debt and Capital Lease Obligations 2007

Chassis Securitization Facility, interest at 5.34% at
March 31, 2007 and December 31, 2006, respectively
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Capital lease obligation $376,001
2005 DVB Facility - Secured container equipment financing facility, interest at
6.37% at March 31, 2007 and December 31, 2006, respectively, maturing December
2010 133,074

Revolving credit facility for chassis, interest at 6.32% and 6.35% at March 31,
2007 and December 31, 2006, respectively, revolving period ending September 9,
2010 15,000

Notes and loans payable with various rates ranging from 5.75% to 7.50% and
maturities from 2008 to 2010 10,949

Capital lease obligations payable in varying amounts through 2017 479,822

6.00% Notes due 2014 (unsecured) net of unamortized discount of $28,071 and

$28,752 at March 31, 2007 and December 31, 2006, respectively 201,929
7.35% Notes due 2007 (unsecured) 89,450
7.20% Notes due 2007 (unsecured) 33,775

9.25% Convertible redeemable subordinated debentures, mandatory redemption 2022

(unsecured) 37,182
9.875% Preferred capital securities due 2027 (unsecured) 75,000
Total Debt and Capital Lease Obligations 1,452,182
Less Current Maturities 253,421
Total Non-Current Debt and Capital Lease Obligations $1,198,761

New Financings: During February and March 2007, the Company entered into two capital lease obligation
transactions with a U.S. financial institution. The first was for $39,087, with a fixed interest rate of 5.97%, which
continues until March 2015. The Company has a fixed price purchase option at that time that it expects to exercise.
The second was for $2,040, with a fixed interest rate of 5.77%, which continues until April 2015. The Company has a
fixed price purchase option at that time that it expects to exercise. The entire balance of both transactions remained
outstanding at March 31, 2007.

Cash Payment to Warrant Holders in Lieu of Dilution Adjustment: During February 2007, the Company s
Board of Directors authorized a cash payment of $1,672 to the holders of its common stock purchase Warrants. This
payment was made during the first quarter of 2007 in lieu of a dilution adjustment that would have adjusted the
exercise price for the Warrants as well as the number of common shares into which the Warrants may have been
converted. The dilution adjustment takes place when the Company makes quarterly dividend payments that exceed
$0.0625 per share (the quarterly dividend payment made during January 2007 was $0.25 per share). As of March 1,
2007, the exercise price for the Warrants is $16.84143 per common share and they may be converted into 8,916,666
common shares, reflecting past dilution adjustments. The cash payment did not affect the Company s reported net
income, but it was recorded as a reduction of retained earnings and reduced earnings per common share. At a meeting
on March 1, 2007, the Company s Board of Directors authorized a second cash payment of $1,672 in lieu of a dilution
adjustment to the holders of its common stock purchase Warrants to be made in conjunction with the Company s
regular quarterly dividend payment in April 2007. The Company s Board of Directors will make a determination each
future quarter as to whether a similar payment will be made in lieu of any required dilution adjustment.

Changes in Rating Agency Outlooks: Following the announcement on January 16, 2007 that Martin Tuchman,
the Company s Chairman and Chief Executive Officer, supported by other significant Interpool, Inc. stockholders and
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an investment fund affiliated with Fortis Merchant Banking, had made an offer to acquire all of the outstanding
common stock of the Company (other than a portion of the shares held by the proposing stockholders) for $24.00 per
share in cash, the outlook for the Company s credit ratings was changed by Standard & Poor s Ratings Services,
Moody s Investors Service, and Fitch Ratings. All three rating agencies cited the possibility that the proposed
transaction would result in an increase in the Company s financial leverage. Standard & Poor s placed the Company on
credit watch with negative implications, Moody s placed the Company on review for possible downgrade, and Fitch
placed the Company on rating watch negative. For additional information, see Note 13 to the Condensed Consolidated
Financial Statements.

Covenants: At March 31, 2007, under the Company s 2005 DVB Facility, the chassis revolving credit facility
established during September 2005, and most of its other debt instruments, the Company is required to maintain
covenants (as defined in each agreement) for tangible net worth (the most stringent of which required the Company to
maintain tangible net worth of at least $300,000), a fixed charge coverage ratio of at least 1.5 to 1 and a funded debt to
tangible net worth ratio of not more than 4.0 to 1. For the most restrictive covenants, tangible net worth includes
stockholders equity plus the warrant liability , if applicable, the Company s 9.875% preferred capital securities and its
9.25% convertible redeemable subordinated debentures and any future subordinated debt, and is reduced by goodwill
and adjusted to eliminate the impact of adjustments associated with derivative instruments. Funded debt excludes the
portion of debt and capital lease obligations due within one year, the Company s 9.875% preferred capital securities
and its 9.25% convertible redeemable subordinated debentures, and any future subordinated debt. Fixed charges
include interest expense, excluding that related to the Company s 9.875% preferred capital securities and its 9.25%
convertible redeemable subordinated debentures and any future subordinated debt, and lease rentals. Earnings
available for fixed charges include income before depreciation and income taxes, excluding the impact of any
non-cash fair value adjustments for warrants, plus fixed charges, plus interest expense associated with the Company s
9.875% preferred capital securities and its 9.25% convertible redeemable subordinated debentures and any future
subordinated debt. As of March 31, 2007, the Company was in compliance with all covenants.

A servicing agreement to which the Company is a party requires that the Company maintain a tangible net
worth (including its 9.875% preferred capital securities due 2027) of at least $375,000 plus 50% of any positive net
income reported from October 1, 2004 forward. This requirement has been met at March 31, 2007.

At March 31, 2007, under a restriction in the Company s 6.0% Exchange Senior Note Indenture, approximately
$51,055 of retained earnings was available for dividends.

Note 3 Segment and Geographic Data

The Company and its subsidiaries conduct business principally in a single industry segment, the leasing of
intermodal dry freight standard containers, chassis and other transportation related equipment. Within this single
industry segment, the Company s operations come from two reportable segments: container leasing and domestic
intermodal equipment leasing. The container leasing segment specializes primarily in the leasing of dry freight
standard containers, while the domestic intermodal equipment segment specializes primarily in the leasing of
intermodal container chassis.

The accounting policies of the segments are the same as those described in Note 1. The Company evaluates
performance based on profit or loss before income taxes. The Company s reportable segments are strategic business
units that offer different products and services. All significant transactions between segments have been eliminated.
Historically, funds have been borrowed by Interpool, Inc., Trac Lease, Inc., ( Trac Lease ), and Interpool Limited (or
their subsidiaries). Interpool, Inc. has borrowed all of the Company s public debt. Trac Lease and Interpool, Inc.
comprise the Company s domestic intermodal equipment segment. Interpool Limited (and its subsidiaries), along with
ICL and CAI, comprised the container leasing segment. On October 1, 2006 the Company sold to CAI all 25,200
shares of CAI s common stock owned by the Company. As a result, commencing October 1, 2006, CAI s assets and
liabilities are no longer included in the Company s Consolidated Balance Sheet. CAI s results of operations through
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March 31, 2006, included herein, have been treated as results from continuing operations in the Company s Condensed
Consolidated Income Statement. For purposes of segment reporting, the outstanding debt and related interest expense

are recorded by the borrowing entity. Advance rates for secured loans have been approximately the same for both
chassis and containers, and have generally been in the 75-85% range. To the extent that the Company leases chassis

equipment in from other parties under capitalized leases, the effective advance rate is generally 100%.

Segment Information:

Three Months Ended March 31, 2007

Equipment leasing revenue

Management fee revenue

Other revenue

Lease operating and administrative expenses
Provision for doubtful accounts

Fair value adjustment for derivative instruments
Depreciation and amortization of leasing equipment
Impairment of leasing equipment

Loss on investment accounted for under the equity method
Loss on retirement of debt

Gain on sale of leasing equipment

Gain on sale of equity investment

Other expense, net and minority interest

Interest expense

Interest income

Income before income taxes

Net investment in DFL's

Leasing equipment, net

Equipment purchases

Total segment assets

Three Months Ended March 31, 2007

Equipment leasing revenue

Management fee revenue

Note 3 Segment and Geographic Data

Container
Leasing

$14,006
1,034
155

3,476

133

(80)
3,618

(525)
6,636
348,100
133,710
48,966

$538,053

Container
Leasing

$38,721

2,083

Domestic Intermodal

Equipment

$67,939

2,998

5,903

32,768

104

(377)

10,071

319

39

(109)

(1,345)

548

21,297

(5,027)

18,365

93,762

1,149,638

43,975

$1,655,204

Domestic Intermodal

Equipment

$55,244

800

Totals
81, 005
4,032
6,058
36,244
237

(377
11,957
522

39

187

(261
(1,345
468
24,915
(5,552
25,001
441,862
1,283,348
92,941

$2,193,257
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Other revenue 2,783
Lease operating and administrative expenses 10,956
Provision for doubtful accounts 427
Fair value adjustment for derivative instruments (1,081)
Fair value adjustment for warrants -
Depreciation and amortization of leasing equipment 13,711
Impairment of leasing equipment 6,790
Loss on retirement of debt 7,705
Gain on sale of leasing equipment (68,229)
Other (income), net and minority interest expense 983
Interest expense 14,078
Interest income (655)
Income before income taxes 58,902
Net investment in DFL's 309,779
Leasing equipment, net 229,964
Equipment purchases 17,762
Total segment assets $685,906

The Company s shipping line customers utilize international containers in world trade over many varied and
changing trade routes. In addition, most large shipping lines have many offices in various countries involved in

3,356

32,572

74

(577)

5,209

9,422

422

448

(261)

598

20,296

(4,221)

(4,582)

77,486

1,044,704

35,075

$1,513,385

34,37

(4,87

54,32

387,26

1,274,66

52,83

$2,199,29

container operations. The Company s revenue from international containers is earned while the containers are used in

service carrying cargo around the world, while certain other equipment is utilized in the United States. Accordingly,
the international information presented below represents our international container leasing operation conducted
through Interpool Limited and ICL, Barbados corporations, while the United States information presented below
represents our domestic intermodal equipment leasing segment, as well as those revenues and assets relative to CAI
for the period prior to October 1, 2006. CAI is headquartered in the United States of America. Such presentation is

consistent with industry practice.

Geographic Information:

Three Months Ended March 31,

2007
EQUIPMENT LEASING REVENUE:
United States $67,939
International 14,006
$81,945

LEASING EQUIPMENT, NET:

Geographic Information:

2006

$61,951
32,014
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United States $1,149,638 $1,160,278

International 133,710 114,390
$1,283,348 $1,274,668

ASSETS:

United States $1,655,204 $1,676,248

International 538,053 523,043
$2,193,257 $2,199,291

Note 4 Derivative Instruments

The Company employs derivative financial instruments (limited to interest rate swap agreements) to effectively
convert certain floating rate debt instruments into fixed rate instruments and thereby manage its exposure to
fluctuations in interest rates.

As of March 31, 2007 and December 31, 2006, included in accounts payable and accrued expenses in the
accompanying Condensed Consolidated Balance Sheets was a liability of $883 and $556, respectively, representing
the market value of the Company s interest rate swap contracts.

The unrealized pre-tax loss on cash flow hedges for the three months ended March 31, 2007 of $704 and the
related income tax effect of $246 have been recorded by the Company as a component of accumulated other
comprehensive income on the Condensed Consolidated Balance Sheets.

The unrealized pre-tax income on cash flow hedges for the year ended December 31, 2006 of $2,819 and the
related income tax effect of $986 have been recorded by the Company as a component of accumulated other
comprehensive income on the Condensed Consolidated Balance Sheets.

On March 31, 2005, the Company entered into three interest rate swap contracts with original notional amounts
totaling $204,858. These three interest rate swap contracts are a result of the November 2004 Fortis facility, as
amended, which required that the Company enter into interest rate swap contracts in order to effectively convert at
least seventy percent of the debt associated with operating lease equipment and ninety percent of the debt associated
with direct financing leases from floating rate debt to fixed rate debt. During December 2005, borrowings under the
November 2004 Fortis facility were repaid with the proceeds from a new facility with Fortis. These interest rate swap
contracts (which were accounted for as freestanding derivative instruments) were reassigned to the 2005 Fortis
facility. During the three months ended March 31, 2006, the Company paid off the remaining outstanding debt
balance associated with the 2005 Fortis facility and, as a result, the Company terminated these three interest rate swap
contracts with outstanding notional amounts totaling $174,304. As a result of terminating these swap contracts, the
Company recognized a pre-tax gain of $1,081 which is included in fair value adjustment for derivative instruments in
the Condensed Consolidated Statements of Income.

As of March 31, 2007, the Company held interest rate swap agreements with an aggregate notional balance of
$240,285.

For the three months ended March 31, 2007, the Company reported $377 of pre-tax income in the Condensed
Consolidated Statements of Income primarily due to changes in the fair value of interest rate swap agreements which
did not qualify as cash flow hedges under SFAS 133. This compares to $1,658 of pre-tax income for the three months
ended March 31, 2006.
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The Company mays, at its discretion, terminate or redesignate any such interest rate swap agreements prior to
maturity. At that time, any gains or losses previously reported in accumulated other comprehensive income on
termination would continue to amortize into interest expense or interest income to correspond to the recognition of
interest expense or interest income on the hedged debt. If such debt instrument was also terminated, the gain or loss
associated with the terminated derivative included in accumulated other comprehensive income at the time of
termination of the debt would be recognized in the Condensed Consolidated Statement of Income at that time.

In addition to the amounts included in the fair value adjustment for derivative instruments related to changes in
the fair value of interest rate swap agreements, a change in the fair value of the warrants issued during September
2004 in connection with the 6.0% Notes, which was classified as a liability at December 31, 2005 on the
accompanying Condensed Consolidated Balance Sheets, resulted in a non-cash expense of $5,209 for the three months
ended March 31, 2006 (for which no tax benefit was derived). This amount is included in fair value adjustment for
warrants on the accompanying Condensed Consolidated Statements of Income.

On February 21, 2006, the registration statement for the warrants was declared effective by the SEC, satisfying
the final condition required under EITF 00-19, Accounting for Derivative Financial Instruments Indexed to, and
Potentially Settled in a Company s Own Stock ( EITF 00-19 ) for classification of the warrants as equity (as opposed to
a liability) on the Company s Condensed Consolidated Balance Sheets. A final valuation of the warrants as of February
21, 2006 was obtained from an independent third party. The fair value at February 21, 2006 was determined to be
$58,440 as compared with a fair value of $53,231 as of December 31, 2005. The increase in value of $5,209, for
which no tax benefit is derived, was primarily related to an increase in the market price of the Company s common
stock during 2006, and was recorded in the Condensed Consolidated Statements of Income for the quarter ending
March 31, 2006 as discussed above. No further valuation of the warrants will be required in the future, as long as the
warrants continue to meet all the requirements of EITF 00-19 for classification as equity. The warrants met all the
requirements of EITF 00-19 for classification as equity from March 31, 2006 through March 31, 2007. Therefore, no
fair value adjustment for warrants was recorded in the Condensed Consolidated Statements of Income for the period
April 1, 2006 through March 31, 2007.

Note 5 Income Taxes

In July 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes ( FIN
48 ). FIN 48 establishes a recognition threshold and measurement for income tax positions recognized in an enterprise s
financial statements in accordance with FASB Statement No. 109, Accounting for Income Taxes. FIN 48 also
prescribes a two-step evaluation process for tax positions. The first step is recognition and the second is measurement.
For recognition, an enterprise judgmentally determines whether it is more-likely-than-not that a tax position will be
sustained upon examination, including resolution of related appeals or litigation processes, based on the technical
merits of the position. If the tax position meets the more-likely-than-not recognition threshold, the related benefit
recognized in the financial statements is measured based on the largest amount of tax benefit that is greater than 50%
likely of being realized. If a tax position does not meet the more-likely-than-not recognition threshold, none of the
benefit of that position is recognized in the financial statements.

The Company adopted FIN 48 on January 1, 2007. The total gross amount of unrecognized tax benefits on
January 1, 2007 was $2,303. The total amount of unrecognized tax benefits at January 1, 2007 that, if recognized,
would affect the effective tax rate was $2,071. The amount of accrued interest and penalties as of January 1, 2007 was
$458. The cumulative effect of changing the accounting method and adopting the provisions of FIN 48 was $450 as of
January 1, 2007 which is being reported as a negative adjustment to the opening balance of retained earnings.

There was one position at January 1, 2007 for which it was reasonably possible the unrecognized tax benefit
would be realized within one year. The amount was for $1,111 and pertained to a New Jersey refund claim filed
during 2006 which the taxing authority of the state of New Jersey had reviewed. In March 2007, the state of New
Jersey taxing authority approved the refund claim and the $1,111 was recognized as a reduction to the income tax
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provision during the three months ended March 31, 2007.

The Company s policy historically and currently is to classify interest and penalties accrued under FIN 48 as
income tax expense. The Company s 2003 to 2006 tax years remain subject to examination by the IRS and the major
state tax jurisdictions while the Company s 2002 tax year also remains subject to examination by the state of New
Jersey. The Company s 1997-2006 Barbados tax returns remain subject to examination by the Barbados Inland
Revenue.

Note 6 March 2006 Sale of Containers

On March 29, 2006, the Company s wholly owned container leasing subsidiary, Interpool Containers Limited
( ICL ), completed the sale of approximately 273,300 standard dry marine cargo containers (the March 2006 Container
Sale ), together with an assignment of all rights of ICL under existing operating leases for these containers with its
customers, to a newly formed subsidiary of an investor group based in Switzerland (the Purchaser ), pursuant to a Sale
Agreement dated March 14, 2006 (the Sale Agreement ). The aggregate cash purchase price paid by the Purchaser was
approximately $515,869. The containers sold represented approximately 74% of the standard dry marine cargo
containers owned by the Company at December 31, 2005 that were in its operating lease fleet, including most of the
containers managed for the Company by CAI. The sale did not include containers subject to existing direct financing
leases with customers.

In connection with the Sale Agreement, the Company and CAI entered into management agreements with the
Purchaser (the Management Agreements ) under which they agreed to perform management services on behalf of the
Purchaser with respect to the containers sold, including billing, collecting, lease renewal, operations and disposition
activities, in consideration of payment of ongoing management fees. The Management Agreements designate ICL to
serve as sub-manager of the containers currently under long-term lease for such period of time as the Company elects,
up to the respective dates when the containers are redelivered to the Company by their current lessees to a maximum
of ten years. During that period, ICL will be entitled to receive the management fees. The duration of the Management
Agreements will be ten years from the closing date, subject to extension for up to two additional years at the
Purchaser s option. A portion of the gain relating to the sale was deferred and is being amortized over the period in
which the Company is obligated to provide management services. After considering this deferral, the Company
reported a gain resulting from these transactions of $60,780 ($59,261 net of tax), during the three months ended
March 31, 2006, net of the write-off of deferred financing fees and commissions and the termination of swaps relating
to the assets sold.

Note 7 Impairment Charge

Beginning in late 2005 and continuing into the first quarter of 2006, one of the Company s larger shipping line
customers began returning a significant number of containers under operating leases entered into during 1999 and
2000 that had expired. Based upon an analysis of the quantity of containers involved, then-existing conditions in the
short-term leasing market and expenses associated with the return of this equipment, the Company entered into
negotiations with this customer regarding the parties on-going and future business relationships. Following extensive
discussions, the Company reached an agreement with the customer whereby the operating leases for these containers
would be converted to direct financing leases by extending the lease terms and by providing the customer with a
bargain purchase option. As a result of this modification to the lease terms, the Company concluded that it would be
necessary under U.S. GAAP to record an impairment charge for these assets. The amount of the impairment charge
recorded in the first quarter of 2006 was $6,736 ($6,669 net of tax) and is included in impairment of leasing
equipment on the Condensed Consolidated Statements of Income. No portion of this impairment charge resulted in
any cash expenditures by the Company.
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Note 8 Contingencies and Commitments

At March 31, 2007 commitments for capital expenditures totaled approximately $72,823 with approximately
$72,023 committed for the remainder of fiscal 2007, $400 committed for 2008 and $400 committed for 2009.

The Company is engaged in various legal proceedings from time to time incidental to the conduct of its
business. Such proceedings may relate to claims arising out of equipment accidents that occur from time to time which
involve death and injury to persons and damage to property. Accordingly, the Company requires all of its lessees to
indemnify the Company against any losses arising out of such accidents or other occurrences while the equipment is
on-hire to the lessees. In addition, lessees are generally required to maintain a minimum of $2,000 in general liability
insurance coverage, which is standard in the industry. In addition, the Company maintains a general liability policy of
$255,000, in the event that the above lessee coverage is insufficient. While the Company believes that such coverage
should be adequate to cover current claims, there can be no guarantee that future claims will never exceed such
amounts. Nevertheless, the Company believes that no current or potential claims of which it is aware will have a
material adverse effect on its financial condition or results of operations and that the Company is adequately insured
against such claims.

Pending Governmental Investigations

Following the Company s announcement in July 2003 that its Audit Committee had commissioned an internal
investigation by special counsel into its accounting, the Company was notified that the SEC had opened an informal
investigation of the Company. As the Company had anticipated, this investigation was converted to a formal
investigation later in 2003. The Company has fully cooperated with this investigation. During 2003 and 2004, the
New York office of the SEC received a copy of the written report of the internal investigation and received documents
and information from the Company, its Audit Committee and certain other parties pursuant to SEC subpoenas. During
late 2003, the Company was also advised that the United States Attorney s office for the District of New Jersey (the

U.S. Attorney s Office ) received a copy of the written report of the internal investigation by its Audit Committee s
special counsel and opened an investigation focusing on certain matters described in the report. The Company was
neither a subject nor a target of the investigation by the U.S. Attorney s Office. The Company has not had any
communications with either the SEC or the U.S. Attorney s Office relating to their respective investigations since 2004
and it does not have any information regarding the current status of either of these investigations. Therefore, the
Company cannot predict the final outcome of either of these investigations and cannot be assured that they may not
result in the taking of some action that may be adverse to the Company.

2007 Stockholder Litigation

In January 2007, two purported class actions were filed against the Company and certain of its directors, along
with Fortis Merchant Banking, in the Delaware Court of Chancery (the Pomeranz Action ) and the Superior Court of
New Jersey (the Lipsky Action ). In February 2007, a third purported class action was filed, also in the Delaware Court
of Chancery (the Martinez Action ), which also names the Company, its directors, and Fortis Merchant Banking as
defendants and which names as additional defendants various shareholders alleged to support the potential transaction
proposed by Martin Tuchman, the Company s Chairman and Chief Executive Officer in his letter to the Board of
Directors dated January 16, 2007 (the January 16 Letter ), pursuant to which the Company s shares owned by public
stockholders, and a portion of the shares owned by Mr. Tuchman and the other stockholders supporting his proposal,
are proposed to be purchased. The complaints in the Pomeranz Action and the Lipsky Action allege breaches of
fiduciary duty and conflicts of interest on the part of the Company s directors, among other things, in connection with
the potential transaction proposed in Mr. Tuchman s January 16 Letter and the events preceding that proposal. The
actions seek declaratory, injunctive, and other relief preventing consummation of the potential transaction proposed in
the January 16 Letter, together with an award of attorneys fees and litigation expenses. The complaint in the Martinez
Action contains allegations that essentially overlap those in the Pomeranz and Lipsky Actions, but also alleges actual
and/or anticipatory breaches by the Company and by Mr. Tuchman of a 2004 letter agreement in which Mr. Tuchman

Note 8 Contingencies and Commitments 24



Edgar Filing: INTERPOOL INC - Form 10-Q

agreed not to sell or voluntarily transfer shares of the Company s common stock unless the Company s other
shareholders are concurrently offered the opportunity to sell or otherwise transfer a comparable percentage of the
shares beneficially owned by them for the same consideration. The complaint alleges that the proposal set forth in the
January 16 Letter would violate the 2004 letter agreement, in that other shareholders of the Company were not offered
the same opportunity to sell the Company s shares and invest in the private company that would be formed to acquire
the Company. The complaint in the Martinez Action further alleges that various corporate transactions entered into by
the Company in late 2005 and 2006 were designed to facilitate the transaction proposed by Mr. Tuchman in the
January 16 Letter, including the purchase by the Company of approximately 1.5 million shares of stock from Mr.
Tuchman in November 2006, in accordance with the Company s 1993 Stock Option Plan, as payment of the exercise
price of Mr. Tuchman s stock options, and as a result of which Mr. Tuchman received approximately 2.2 million
shares. The Martinez Action seeks injunctive relief enjoining the transaction proposed in the January 16 Letter as well
as rescission of the Company s purchase of Mr. Tuchman s shares that were tendered in connection with his November
2006 option exercise, as well as an award of an unspecified amount as damages.

The Company has informed its insurance carrier of these actions and has retained outside counsel to assist in the
defense. The Company intends to vigorously defend against this litigation. However, it is not possible at this time to
predict the outcome of this litigation. No provision has been made in the Condensed Consolidated Financial
Statements with respect to this contingent liability.

In light of the recently announced Merger Agreement (see Note 13 to the Condensed Consolidated Financial
Statements), counsel for the plaintiffs in the above-referenced actions have suspended all pending deadlines and are
evaluating the impact of this transaction on the claims in their respective cases.

At March 31, 2007, the following guarantees were issued and outstanding:
Indemnifications

In the ordinary course of business, the Company executes contracts involving indemnifications standard in the
industry and indemnifications specific to a transaction such as an assignment and assumption agreement. These
indemnifications might include claims related to any of the following: tax matters and governmental regulations, and
contractual relationships. Performance under these indemnities would generally be triggered by a breach of terms of
the contract or by a third party claim. The Company regularly evaluates the probability of having to incur costs
associated with these indemnifications and has accrued for any expected losses that are probable. The types of
indemnifications for which payments are possible are as follows:

Taxes

In the ordinary course of business, the Company provides various tax-related indemnifications as part of
transactions. The indemnified party typically is protected from certain events that result in a tax treatment different
from that originally anticipated. The Company s liability typically is fixed when a final determination of the
indemnified party s tax liability is made. In some cases, a payment under a tax indemnification may be offset in whole
or in part by refunds from the applicable governmental taxing authority. The Company is party to numerous tax
indemnifications and many of these indemnities do not limit potential payment; therefore, it is unable to estimate a
maximum amount of potential future payments that could result from claims made under these indemnities.

Contractual Relationship
The Company entered into a number of operating leases as lessee during 2000 and 2002 in which it guaranteed
a portion of the residual value of the leased equipment. These leases have terms that expire between 6 and 9 years. If,
at the end of the lease term, the fair market value of the equipment is below the guaranteed residual value in the

agreement, the Company is liable for a percentage of the deficiency. The total of these guarantees is $3,244 of which
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$2,644 could be due in 4 to 5 years, and the remaining $600 potentially due in greater than 5 years. As of March 31,
2007 and December 31, 2006, included in accounts payable and accrued expenses in the accompanying Condensed
Consolidated Balance Sheets is a liability of $0 and $1,051, respectively, representing the accrual for these guarantees.

During the second quarter of 2003, the Company arranged a leasing transaction between one of its major
customers and a financial institution for up to 3,000 containers. As part of this transaction, the Company agreed to
provide certain guarantees related to the fair value of the equipment if the lessee terminated the lease or if the lessee
was unable to meet its obligations under the terms of the lease. In addition, if the lessee agreed to extend the lease, the
Company agreed to purchase the equipment from the financial institution at a stated value and lease it to the lessee for
this additional period at a stated lease rate. The Company further agreed to provide the lessee with a purchase option
at the end of the extended lease period that would be less than the fair market value of the equipment at the date the
lessee could exercise its option (the Bargain Purchase Option ).

In return for the arrangement of the transaction on behalf of the financial institution and the guarantees
discussed above, the Company was paid an arrangement fee and a portion of the initial rent for each container
included in the lease. During the year ended December 31, 2003, 2,076 containers were delivered to the lessee and the
Company received payments amounting to $1,240. The remaining 924 containers were purchased by the Company
and leased to the customer under the terms of a direct financing lease.

The estimated fair value of these containers at the end of the lease term guaranteed by the Company amounts to
approximately $4,360. The Company has estimated that its potential liability related to these guarantees is less than
the estimated potential liability related to the Bargain Purchase Option granted to the lessee. As such, the Company
has accrued for the estimated value of its liability for this Bargain Purchase Option amounting to $1,017 that could be
due in greater than 5 years. All fees collected from the lessor were deferred by the Company and included in accounts
payable and accrued expenses on the accompanying Condensed Consolidated Balance Sheets. The fees received from
the lessor, net of the estimated liability for the Bargain Purchase Option, are being recognized by the Company over
the term of the residual guarantee.

Note 9 Sale of Equity Interest in CAl

On October 1, 2006, the Company sold to CAI all 25,200 shares of CAI s common stock owned by the
Company, which shares had represented a 50% common equity interest in CAI, for total consideration of $77,500,
consisting of a $40,000 cash payment and the issuance of a convertible subordinated secured promissory note by CAI
to the Company in the principal amount of $37,500 (the New CAI Note ). Concurrently with these transactions, a
subordinated note from CAI issued to the Company in 1998, the outstanding principal amount of which was $3,027,
was repaid, together with accrued interest. The Company originally acquired its equity interest in CAl in 1998 for a
purchase price of $12,502.

The New CAI Note held by the Company bears interest, payable quarterly, at 7.87% for the first six months,
which rate will increase by 100 basis points on each six-month anniversary after the issuance date until paid in full.
The New CAI Note is due in full on October 30, 2010 and may be prepaid by CAI at any time. The Company has the
right to convert the New CAI Note into shares of CAI s common stock if the New CAI Note remains outstanding after
two years or earlier if the New CAI Note is not fully repaid in connection with any initial public offering by CAI. The
New CAI Note is secured by the operating assets and related leases and accounts receivables of CAI. The New CAI
Note and the related security interest is subordinated to the obligations owed by, and the security interest granted by,
CAl to its senior lenders pursuant to an Amended and Restated Revolving Credit and Term Loan Agreement among
CAI and its senior lenders dated as of September 29, 2006. Pursuant to the terms of an Investor Rights Agreement
entered into between the Company and CAI, the Company will be entitled to certain registration rights, rights to
certain information, certain rights to board representation, rights to participate in future equity offerings by CAI and
certain other rights as set forth in such agreement if the Company converts the New CAI Note into common stock of
CAlI or, in certain cases, if the Company has the right to convert the New CAI Note into common stock of CAL

Note 9 Sale of Equity Interest in CAl 26



Edgar Filing: INTERPOOL INC - Form 10-Q

Concurrently with CAI s redemption of the Company s equity interest in CAI, the Company and CAI entered into
a new non-exclusive long-term Management Agreement pursuant to which the Company will have the option, subject
to certain conditions, to use CAI as manager for shipping containers in the Company s fleet including those that have
been returned by customers following termination of a long-term lease, in return for payment of a management fee to
CAL The Company s right to tender containers to CAI for management is subject to the equipment meeting certain
age, physical condition and other eligibility criteria. Under this new Management Agreement, the Company will
continue to have the right to sell groups of containers to investors and to use CAI as manager of these containers on
the same terms.

The Company and CAI also entered into agreements terminating certain other agreements and related
arrangements, including a management agreement, a stockholders agreement between the Company and CAI s chief
executive officer, who was the other stockholder of CAI, and an agreement related to the formation of a joint
marketing entity.

As a result of these transactions, CAI s assets and liabilities are no longer included in the Company s Condensed
Consolidated Balance Sheet commencing October 1, 2006. Due to the potential convertibility of the New CAI Note,
under certain circumstances, the Company could, at some future date, hold an equity interest in CAI exceeding 20% if
it elected to convert the New CAI Note. Accordingly, CAI s operating results for 2006, included herein, have been
treated as results from continuing operations in the Company s Condensed Consolidated Income Statement for the
three months ended March 31, 2006, as well as the Company s Condensed Consolidated Statements of Cash Flows for
the three months ended March 31, 2006. The Company s portion of CAI s net income included in the Company s
Condensed Consolidated Statements of Income was $939 for the three months ended March 31, 2006.

Note 10 Assets Held For Sale

During the first quarter of 2007, the Company sold 10,289 containers to two third party investors and entered
into management agreements to manage the equipment on behalf of the investors. In accordance with the criteria of
SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, ( SFAS 144 ), this equipment, which
had a net book value of $21,797, was classified as assets held for sale on the accompanying Condensed Consolidated
Balance Sheet at December 31, 2006. Under the terms of the management agreement, the Company will be
responsible for performing management services including billing, collecting, lease renewal, operations and
disposition activities on behalf of the investors. In connection with providing these services, the Company will be paid
a management fee.

Note 11 Chassis Lease Termination

In the first quarter of 2007, the Company was notified that a major shipping line customer was exercising its
contractual right to terminate approximately 6,000 chassis earlier than anticipated. Originally, this lease was expected
to terminate on September 30, 2009. Under the terms of the lease agreement with this customer, if the customer
terminates the equipment prior to the stated term of the lease, they are obligated to pay an additional rental charge for
each chassis retroactive to the date the chassis went on hire. In addition, the previous daily rental rate is increased until
the chassis are actually terminated. The customer agreed to be responsible for the additional rental charges related to
the 6,000 chassis on this lease through March 31, 2007 even if a portion of the equipment is returned prior to that date.
In addition, they will be responsible for these charges for any chassis that have not been terminated at March 31, 2007
until the date they are returned. The additional rental charges through March 31, 2007 assessed to this customer was
approximately $4,356. This amount was received in January, 2007 and is included in equipment leasing revenue on
the Condensed Consolidated Statement of Income. As of April 26, 2007 the customer had returned 3,114 chassis and
the remaining units were still on hire.
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Note 12 Gain on sale of equity investment

During the year ended December 31, 2005, the Company sold an investment in a non-transportation company.
In connection with this sale, certain funds were held in escrow by the buyers in order to satisfy potential indemnity
provisions of any contractual post closing adjustments. During the three months ended March 31, 2007, all such
indemnity provisions and closing adjustments were finalized and the parties agreed that $1,345 was due the Company.

Note 13 Subsequent Events

Merger Agreement: On April 20, 2007, the Company entered into an Agreement and Plan of Merger (the

Merger Agreement ), with Chariot Acquisition Holding LL.C, a Delaware limited liability company (the Purchaser ),
and Chariot Acquisition Sub Inc., a Delaware corporation and wholly-owned subsidiary of the Purchaser ( Merger
Sub ). The Merger Agreement provides that, pursuant to the terms and subject to the conditions set forth in the Merger
Agreement, Merger Sub will merge with and into the Company, with the Company continuing as the surviving entity
and as a wholly-owned subsidiary of the Purchaser (the Merger ). As a result of the Merger, each holder of the
Company s common stock will be entitled to receive $27.10 in cash for each share of the Company s common stock
held by such holder. In addition, the Merger Agreement provides (i) that each holder of an outstanding option and/or
warrant to purchase shares of the Company s common stock, whether or not exercisable or vested, will be entitled to
receive cash in an amount per share equal to the difference between $27.10 and the exercise price of the option and/or
warrant and (ii) that each holder of a restricted stock award granted by the Company, whether or not exercisable or
vested, will be entitled to receive $27.10 in cash for each share of restricted stock. The Purchaser is a newly-formed
entity owned by certain private equity funds managed by affiliates of Fortress Investment Group LLC.

The Merger Agreement includes customary representations, warranties and covenants by the Company,
addressing various aspects of the Company and its business, operations, assets and liabilities, and contains restrictions
on the taking of specified actions by the Company prior to consummation of the Merger, including a restriction
prohibiting the Company from paying dividends on its common stock, other than the Company s regularly scheduled
quarterly cash dividend on common stock in an amount not to exceed $0.25 per share per quarter.

Consummation of the Merger will be subject to (i) the approval of the Merger Agreement and the Merger by
stockholders of the Company holding a majority of the Company s outstanding common stock at a special meeting to
be called for that purpose, and (ii) satisfaction of other customary closing conditions. The Merger Agreement sets
forth certain termination rights on the part of the Company, on the one hand, and the Purchaser and Merger Sub, on
the other hand, including a right of the Company to terminate the Merger Agreement in order to enter into a definitive
agreement with a third party making an unsolicited acquisition proposal that the Company s Board of Directors, in the
exercise of its fiduciary duties, determines to be superior to the transaction with the Purchaser, subject to the
Company s obligation to pay the Purchaser a termination fee of $32,500 under such circumstances. The transaction is
expected to close in the third quarter of 2007.

Rating Agency Outlooks: Following the announcement on April 20, 2007 that the Company had entered into a
Merger Agreement with affiliates of Fortress Investment Group LLC, the outlook for the Company s credit ratings was
updated by Standard & Poor s Ratings Services and Fitch Ratings. Standard & Poor s left the Company on credit watch
with negative implications and Fitch left the Company on rating watch negative. These outlooks had initially been
established during January 2007. Both agencies indicated that their ratings outlooks would be updated as more
information regarding the proposed Merger and resulting financial outlook for the Company becomes available.

Item 2: MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
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The following discussion of our historical financial condition and results of operations should be read in
conjunction with the historical consolidated financial statements and the notes thereto and the other financial
information appearing elsewhere in this report. Unless otherwise indicated, all fleet statistics, including the size of the
[leet, utilization of the leasing equipment and the rental rates per day, that are set forth in this Quarterly Report on
Form 10-Q include all of our owned equipment, including that portion of our owned equipment managed for us by
Container Applications International, Inc. ( CAI ), as well as the equipment which we are responsible to manage for
third party investors. To the extent that our equipment is managed by CAl, the equipment is considered fully utilized
since it is not available for us to put on hire regardless of whether all of the units are generating income. All
equipment owned by CAI or managed by CAI (with the exception of equipment owned by us and managed by CAl)
prior to the sale of our equity interest in CAI has been excluded from all statistics, unless otherwise indicated. In
addition, all of our chassis assigned to chassis pools are considered fully utilized.

The information in this Quarterly Report on Form 10-Q contains certain forward-looking statements within the

meaning of the securities laws. These forward-looking statements reflect the current view of the Company with
respect to future events and financial performance and are subject to a number of risks and uncertainties, many of
which are beyond our control. All statements other than statements of historical facts included in this report, including
the statements under Management s Discussion and Analysis of Financial Condition and Results of Operations,
regarding our strategy, future operations, financial position, estimated revenues, projected costs, prospects, plans and
objectives of management are forward-looking statements. When used in this report, the words will,  believe,

anticipate, intend, estimate, expect, project and similar expressions are intended to identify forward-looking
statements, although not all forward-looking statements contain these identifying words.

All forward-looking statements speak only as of the date of this report. We do not undertake any obligation to
update or revise publicly any forward-looking statements, whether as a result of new information, future events or
otherwise. Although we believe that our plans, intentions and expectations reflected in or suggested by the
forward-looking statements we make in this report are reasonable, we can give no assurance that these plans,
intentions or expectations will be achieved. Future economic and industry trends that could potentially impact
revenues and profitability are difficult to predict.

As a result of the March 2006 Container Sale, we determined that the management fee revenue earned while
managing equipment on behalf of investors should be reported separately on the face of our Condensed Consolidated
Statements of Income. In addition, we also determined that the fees earned while providing chassis management
services through our proprietary PoolStat ® software should be classified within management fee revenue on the face
of the Company s Condensed Consolidated Statements of Income. As a result, reclassification of the fees earned while
providing these chassis management services, as well as CAI s management fee revenue, have been made to the 2006
amounts in order to conform to the 2007 presentation. These reclassifications had no impact on net income.

Merger Agreement

On April 20, 2007, we entered into an Agreement and Plan of Merger (the Merger Agreement ), with Chariot
Acquisition Holding LL.C, a Delaware limited liability company (the Purchaser ), and Chariot Acquisition Sub Inc., a
Delaware corporation and wholly-owned subsidiary of the Purchaser ( Merger Sub ). The Merger Agreement provides
that, pursuant to the terms and subject to the conditions set forth in the Merger Agreement, Merger Sub will merge
with and into Interpool, Inc. with Interpool, Inc. continuing as the surviving entity and as a wholly-owned subsidiary
of the Purchaser (the Merger ). As a result of the Merger, each holder of our common stock will be entitled to receive
$27.10 in cash for each share of our common stock held by such holder. In addition, the Merger Agreement provides
(1) that each holder of an outstanding option and/or warrant to purchase shares of our common stock, whether or not
exercisable or vested, will be entitled to receive cash in an amount per share equal to the difference between $27.10
and the exercise price of the option and/or warrant and (ii) that each holder of a restricted stock award granted by us,
whether or not exercisable or vested, will be entitled to receive $27.10 in cash for each share of restricted stock. The
Purchaser is a newly-formed entity owned by certain private equity funds managed by affiliates of Fortress Investment
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Group LLC.

The Merger Agreement includes customary representations, warranties and covenants by us, addressing various
aspects of our company and its business, operations, assets and liabilities, and contains restrictions on the taking of
specified actions by us prior to consummation of the Merger, including a restriction prohibiting us from paying
dividends on our common stock, other than our regularly scheduled quarterly cash dividend on common stock in an
amount not to exceed $0.25 per share per quarter.

Consummation of the Merger will be subject to (i) the approval of the Merger Agreement and the Merger by
holders of a majority of our outstanding common stock at a special meeting to be called for that purpose, and (ii)
satisfaction of other customary closing conditions. The Merger Agreement sets forth certain termination rights on our
part, on the one hand, and the Purchaser and Merger Sub, on the other hand, including our right to terminate the
Merger Agreement in order to enter into a definitive agreement with a third party making an unsolicited acquisition
proposal that our Board of Directors, in the exercise of its fiduciary duties, determines to be superior to the transaction
with the Purchaser, subject to our obligation to pay the Purchaser a termination fee of $32.5 million under such
circumstances. The transaction is expected to close in the third quarter of 2007.

Sale of Equity Interest in CAI

On October 1, 2006, we sold to Container Applications International, Inc. ( CAI ) all shares of CAI s common
stock owned by us, which shares had represented a 50% common equity interest in CAI, for total consideration of
$77.5 million, consisting of a $40.0 million cash payment and the issuance by CAI of a convertible subordinated
secured promissory note (the New CAI Note ) in the principal amount of $37.5 million. Concurrently with these
transactions, a subordinated note from CAI issued to us in 1998, the outstanding principal amount of which was $3.0
million, was repaid together with accrued interest. We originally acquired our equity interest in CAI in 1998 for a
purchase price of $12.5 million.

As a result of this transaction, CAI s assets and liabilities are no longer included in our Condensed Consolidated
Balance Sheet commencing October 1, 2006. Due to the potential convertibility of the New CAI Note, under certain
circumstances we could, at some future date, hold an equity interest in CAI exceeding 20% if we elected to convert
the New CAI Note. Accordingly, CAI s operating results for 2006, included herein, have been treated as results from
continuing operations in our Condensed Consolidated Statements of Income for the three months ended March 31,
2006, as well as our Condensed Consolidated Statements of Cash Flows for the three months ended March 31, 2006.
See Note 9 to the Condensed Consolidated Financial Statements.

March 2006 Sale of Containers

On March 29, 2006, our wholly-owned container leasing subsidiary, Interpool Containers Limited ( ICL ),
completed the sale of approximately 273,300 standard dry marine cargo containers (the March 2006 Container Sale ),
together with an assignment of all rights of ICL under existing operating leases for these containers with our
customers, to a newly formed subsidiary of an investor group based in Switzerland (the Purchaser ), pursuant to a Sale
Agreement dated March 14, 2006 (the Sale Agreement ). The containers sold represented approximately 74% of the
standard dry marine cargo containers in our operating lease fleet at December 31, 2005, including most of the
containers managed for us by CAI The sale did not include containers subject to existing direct financing leases with
customers. In connection with the sale, we entered into a new management agreement with the Purchaser and CAI,
pursuant to which we will manage the containers that are currently under long-term lease in exchange for management
fees. See Note 6 to the Condensed Consolidated Financial Statements for further information.

Since April 1, 2006, we no longer record leasing revenue and lease operating and administrative expense

relating to the containers sold to the Purchaser, but we record management fee revenue earned under the management
agreements entered into with the Purchaser. As a result, from and after April 1, 2006, all revenues and lease operating
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expenses included in the Condensed Consolidated Statements of Income include only those revenues and costs
associated with our owned equipment or equipment leased to customers by us under the terms of direct financing
leases. In addition, effective April 1, 2006, our depreciation expense has been reduced due to the sale of the containers
and our effective tax rate has increased because our U.S. sourced income represents a larger portion of our net income.

General

We are one of the world s leading suppliers of equipment and services to the intermodal transportation industry.
We believe we are the world s largest lessor of intermodal container chassis and a leading lessor and manager of
international dry freight standard containers used in international trade.

Our primary sources of equipment leasing revenue are derived from operating leases and income earned from
direct financing leases. In addition, we generate management fee revenue while providing management services for
containers owned by investors. We generate this revenue through leasing transportation equipment, primarily
intermodal container chassis and intermodal dry freight standard containers. Operating lease equipment (operating
leases) and direct financing leases are the two major asset types that generate this revenue. In the case of operating
lease equipment, we retain the substantive risks and rewards of equipment ownership for the equipment we own but
the third party investors assume the risk and rewards of ownership for the containers we manage for them. In the case
of direct financing leases, the lessee generally has the substantive risks and rewards of equipment ownership and the
right to purchase the equipment at the end of the lease term. Equipment leasing revenue derived from an operating
lease generally consists of the monthly lease payments from the customer. For direct financing leases, the lessee s
payment is segregated into principal and interest components much like a loan. The interest component, calculated
using the effective interest method over the term of the lease, is recognized by us as equipment leasing revenue. The
principal component of the direct financing lease payment is reflected as a reduction to the net investment in the direct
financing lease. Management fee revenue consists of the income earned for management services related to the
management of containers owned by investors, as well as the chassis management services provided through our
proprietary PoolStat ® software. As a result of our March 2006 Container Sale, the size of the fleet we manage for
third parties increased significantly beginning in April 2006. Management may consider additional sales to third party
investors in the future should such opportunities arise. Other revenues consist primarily of fees charged to the lessee
for the positioning and handling of our equipment, and repairs for which the customer is responsible under the terms
of their lease agreement.

Our mix of operating and direct financing leases is a function of customer preference and demand and our
success in meeting those customer requirements. An operating lease, during its initial lease term, will generally be
more profitable than a direct financing lease, primarily due to the return of principal inherent in a direct financing
lease, which is usually greater than the depreciation expense associated with an operating lease. However, after the
initial term (and any renewal) of an operating lease expires, the operating lease will have redeployment costs and
related risks that are avoided under a direct financing lease. In evaluating the revenue performance of our operating
lease portfolio, the primary factors considered are utilization and daily lease rates.

Chassis have been leased in pooled arrangements at marine ports since the mid 1980 s. Neutral chassis pools are
locations where a lessor provides a group of chassis in a single port terminal location to be leased on a daily basis. A
customer who signs the pool agreement and has appropriate credit strength is allowed to lease any chassis in the pool
at any time. The term neutral pool is used because the chassis are provided by a neutral third party rather than the
shipping lines themselves. A shipping line notifies a trucker to pick up a chassis from the pool and then proceed to
pick up the designated container for movement. The chassis is returned by the trucker to the pool when the move is
complete. Typically, the shipping line or other customer pays only for the number of days it uses the chassis. A
variation of this billing structure is where the customer guarantees a certain level of chassis usage, and this level
becomes the minimum, regardless of actual usage. Pool lease rates are higher than term lease rates because the
customer pays only when the chassis is in use (and we may experience some idle, unpaid period between uses of the
chassis) and because the customer generally does not pay for any maintenance and repair the costs being also bundled
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into the overall chassis pool rate.

In the last five years, we have established two advanced neutral chassis pools. These pools are clusters of
locations within a region. We call them metro pools. Such pools have been established in the New York metropolitan
area and the Houston metropolitan area. These pools differ from traditional neutral pools in that customers are able to
pick up chassis in one location and return them to other locations that are all in the network. The logistics of the
networking process are managed by our proprietary PoolStat ® software, which also manages the inventory and billing
functions of the pools. Interest in these two pools is high and we expect continued growth over the next several years.

The marine neutral chassis pools at the rail terminals have continued to expand, and today we have neutral
chassis pools at over 40 rail terminals across the United States. Some of these terminals are linking up with the metro
pools to create a more integrated marine/rail pool network. Our chassis pool program for 53 chassis has expanded with
the signing of a 10 year management and supply agreement with the BNSF Railway Company.

In the past, the rail and neutral chassis pool business of standard marine chassis represented a relatively small
portion of our chassis business. However, this business continues to grow at a significantly faster rate than our term
lease business. This pool business now represents approximately 19% of our overall fleet, and this percentage is
expected to increase over the next several years. This has also resulted in an increase in our 53 chassis fleet as a
portion of our overall fleet.

In addition to neutral chassis pools involving the lease of our chassis, we also provide management services to
the shipping lines that want to pool chassis they either own or lease-in on a long or short-term basis in a port terminal
for increased efficiency. The industry terms for these pools are cooperative chassis pools. The participating shipping
lines contribute the chassis under their control to the overall pool. Once in the pool, any contributor can use any other
contributor s chassis. Our PoolStat ® software performs a number of complex management functions, including
keeping track of the number of chassis used per day by a contributor versus the number of chassis contributed.
Cooperative chassis pools, like neutral pools, are growing in popularity with our customer base. The growth of
cooperative pools may limit the potential expansion of neutral pool business.

We are seeing continued emphasis on chassis pools in 2007. This consists of a mixture of neutral pool chassis
requirements, and long-term lease chassis that are being contributed to cooperative pools by chassis lessees. The
continuing strength of this business segment is in part due to the increased volume of cargo movement in and out of
railroad terminals, causing the railroads to reconfigure the patterns of container and chassis activity in the terminals. In
a growing number of locations, facilities are requiring that empty containers be moved off of the terminal, a process
that requires additional chassis to service the additional container movements. Marine ports are experiencing similar
congestion, and are beginning to take similar measures, including the use of cooperative chassis pools, to ease this
congestion.

During the three months ended March 31, 2007, our chassis fleet (including equipment on both operating and
direct financing leases) remained essentially the same at 238,000 chassis as it was at December 31, 2006. Utilization
of our chassis operating lease fleet was 91% and 93% at March 31, 2007 and December 31, 2006, respectively.

Chassis lease rates were stable throughout most of 2005 and 2006. In the latter part of 2006 and continuing into
2007, they weakened somewhat due to seasonal issues and lower demand due to the unusually large acquisition of
chassis by shipping lines in late 2006. Also, where new chassis pools are established, their increased efficiency tends
to reduce the number of chassis required to service the area s cargo. We expect current market conditions to continue
through much of the second quarter of 2007 when the season shifts and chassis requirements typically increase.
Utilization in the chassis pools continues to increase on an annualized basis resulting from marketing efforts and better
logistical control of inventory and inventory rebalancing between pool locations. These factors are leading to
strengthened chassis pool financial results.
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The container equipment fleet, which totaled 759,000 twenty foot equivalent units ( TEUs ) at March 31, 2007,
includes units owned by us and units which we manage on behalf of third parties. With respect to the owned portion
of our fleet, which consisted of 475,000 TEUs at March 31, 2007, a majority of these units are subject to long-term
direct financing leases with customers. This compares to 756,000 TEUs at December 31, 2006 of which 482,000
TEUs were owned by us. Utilization rates of our container operating lease fleet, including owned equipment as well as
equipment managed for third parties, were 97% and 91% at March 31, 2007 and December 31, 2006, respectively.
The utilization rates of our owned and managed container operating lease fleet, excluding new equipment not yet
placed on lease, were 99% at both March 31, 2007 and December 31, 2006. At March 31, 2007 and December 31,
2006 respectively, we had approximately 11,900 and 35,300 TEUs of new procurement not yet placed on lease, of
which approximately 10,400 and 23,400 TEUs, respectively, were committed for future delivery under existing lease
commitments.

Periods of fluctuation in leasing demand can occur. We anticipate that industry demand for chassis and
containers will continue to grow. This expectation is supported by continued anticipation of a major expansion of the
world cellular container ship fleet through 2008 as evidenced by recent reports that the major shipyards are
experiencing large order backlogs through 2009. As reported in the February 2007 issue of Containerisation
International, the world s pure cellular container fleet capacity on January 1, 2007 was estimated to be approximately
9.4 million TEUs. Based on the existing order book, the world s cellular fleet as of January 1, 2007 is expected to
increase by 15.4% in 2007, 15.6% in 2008 and at least 14.4% in 2009 and beyond. The total container ship order book
was comprised of approximately 1,103 ships with a total capacity of approximately 4.3 million TEUs, which, when
fully delivered, would result in an increase of approximately 45.4% of the world s cellular container ship capacity. We
are not able to predict when, or if, this anticipated growth will impact demand for chassis and containers. We believe a
number of factors have contributed to the high utilization of equipment in the industry. From 2004 to 2005, according
to the Containerisation International Yearbook 2007, global containerized traffic increased by approximately 9.0%,
from 351.1 million TEUs in 2004 to 382.6 million TEUs in 2005, increasing demand for transportation equipment
generally. In addition, several major shipping lines started to bring new, very large 8,000-9,000 TEUs ships to the
West Coast of the United States during the fall of 2004. When ships of this size are unloaded, they require the use of a
larger number of chassis to move the containers to local railroad terminals or their final destinations. Demand for
chassis has also been affected by the inability of the larger, fully loaded ships to pass through the Panama Canal.
These ships typically discharge their cargo on the West Coast of the United States, with the cargo being moved by

land bridges , by truck and rail, inland and across the country, using chassis at various stages during this process. At
the same time, the demand for chassis, along with increased congestion at many of the rail and marine facilities
around the country, has fueled an increase in the pooling of chassis for greater efficiencies. Correspondingly, we have
experienced an increase in demand for our PoolStat ® based chassis management services as more shipping lines are
entering into these chassis sharing arrangements. In addition, we have continued to experience high demand in our
own neutral chassis pools at railroads and marine terminals. As a result of these factors, pool revenues increased
significantly during 2006 and we expect this trend to continue in 2007.

It should be noted that, while container trade continues to grow at healthy rates, it is anticipated that the current
new building plans of the shipping lines for fully cellular containerships will bring about excess capacity which, in
turn, could produce increased competition among shipping lines and likely continued pressure on freight rates. There
is also concern that volatility in oil prices, increasing interest rates, and hostilities and instability in the Middle East
and elsewhere could have a dampening effect on the rate of growth and financial strength of the shipping industry, as
well as on the rate of growth of world trade. Any of these factors could contribute to a slowing of growth in the
container leasing industry. In addition, the increased efficiency of many shipping lines in re-deploying their empty
containers by returning them to Asia for re-use, has the potential for a slowing of demand for new containers in the
future.

On March 29, 2006, in connection with the March 2006 Container Sale, as indicated in Note 6 to the Condensed
Consolidated Financial Statements, we repaid our 2005 Fortis Facility in full and terminated the facility, which
included eliminating the commitment for future financing under the facility.
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At March 31, 2007, we have a total of $1.9 billion of unused financing commitments, including amounts
available under a new Fortis Capital Corp. commitment letter received in December 2006. These financing
commitments are available for growth, to re-finance existing secured debt or for other working capital requirements.
Our interest expense was $9.5 million lower during the three months ended March 31, 2007 than it was during the
three months ended March 31, 2006, primarily due to lower borrowings. We regularly evaluate financing proposals
which, when coupled with available cash balances and funds available under commitments mentioned above, could be
used for growth, for refinancing existing facilities and for working capital.

As of March 31, 2007, our commitments for future capital expenditures totaled approximately $72.8 million
with $72.0 million committed for the remainder of 2007, $0.4 million committed for 2008 and $0.4 million committed
for 2009. Our available liquidity at March 31, 2007, including $1.9 billion available under credit facilities, was $2.2
billion excluding $24.3 million of restricted cash. Required debt repayments and capital lease payments for the next
12 months totaled $253.4 million. Based on our existing cash balances, financings closed, and our financial
projections of operating cash flow for the future, we believe that we will have sufficient liquidity to grow our portfolio
while meeting our obligations and commitments as they become due.

Other than interest expense and the depreciation expense related to our operating lease equipment, our primary
expenses are corporate administrative and lease operating expenses, which include maintenance and repair expense, as
well as storage and positioning expense. Our lessees are generally responsible for lease operating expenses during the
term of their lease. Our corporate administrative expenses are primarily employee related costs such as salary expense,
costs of employee benefits, information technology expenses and travel and entertainment costs, as well as expenses
incurred for outside services such as legal, consulting and audit related fees. During the first three months of 2007,
lease operating and administrative expenses as a percentage of total revenues were 39.4%, as compared to 42.3%
during the same period in 2006. This decrease was primarily due to higher costs incurred in 2006 related to salary
expense, costs incurred by CAI in connection with a contemplated initial public offering and the write-off of deferred
sales commissions resulting from the March 2006 Container Sale.

Non-performing receivables totaled $0.2 million at March 31, 2007 compared with $1.0 million at December
31, 2006. Reserves of $0.2 million and $1.0 million, respectively, have been established against these non-performing
receivables. The decline in non-performing receivables was primarily due to the write-off of receivables related to
customers for which reserves amounting to $0.8 million had previously been established. During the three months
ended March 31, 2007, receivable write-offs net of recoveries totaled $0.7 million as compared with $1.7 million
(excluding amounts reported by CAI) for the same period in 2006.

We conduct business with shipping line customers throughout the world and are therefore subject to the risks of
operating in disparate political and economic conditions including those associated with volatility in oil prices and
hostilities and instability in the Middle East and elsewhere. Offsetting this risk is the worldwide nature of the shipping
business and the ability of our shipping line customers to shift their operations from areas of unfavorable political
and/or economic conditions to more promising areas. Approximately 99% of our revenues are billed and paid in U.S.
dollars. We believe these factors substantially mitigate foreign currency rate risks.

Our container leasing operations are primarily conducted through our Barbados subsidiaries, previously
Interpool Limited, and beginning November 30, 2005, ICL, as well as through our formerly consolidated subsidiary
CALl, in which we owned a 50% common equity interest until October 1, 2006. We have since sold our entire equity
interest in CAI See Note 9 to the Condensed Consolidated Financial Statements. Our effective U.S. federal tax rate
benefits from the application of an income tax convention, pursuant to which the profits of Interpool Limited and,
beginning November 30, 2005, ICL, from international container leasing operations are exempt from federal taxation
in the United States. These profits are subject to Barbados tax at rates that are significantly lower than the applicable
rates in the United States. For further information regarding the United States and Barbados Tax Treaty, see Note 5 to
the Consolidated Financial Statements and the United States Federal Income Tax section of Management s Discussion
and Analysis in our 2006 Form 10-K. Due to a reduction in our owned container leasing fleet, resulting from the

General 34



Edgar Filing: INTERPOOL INC - Form 10-Q

March 2006 Container Sale (see Note 6 to the Condensed Consolidated Financial Statements for further information),
the income tax convention had a reduced beneficial impact to our effective U.S. federal tax rate beginning with the
quarter ending June 30, 2006. Since then, taxable income from United States sources has been a much higher
percentage of our taxable income and we anticipate this will continue in subsequent periods. This percentage may
decline again in the future to the extent our container operating lease revenues were to increase in relation to container
management service income.

Results of Operations

Our Condensed Consolidated Statement of Income for the three months ended March 31, 2006 has been
significantly impacted by the disposition of our 50% equity interest in our formerly consolidated subsidiary CAI and
the March 2006 Container Sale. The table below shows the proforma impact of these transactions on the reported
results for the three months ended March 31, 2006.

As March 2006
Reported Remove Container
(dollars in thousands) 2006 CAI (a) Sale (b)
REVENUES :
Equipment leasing revenue $93, 965 $(6,692) $(20,502)
Management fee revenue 2,883 (2,083) -
Other revenue 6,139 (1,465) (764)
TOTAL REVENUES 102,987 (10,240) (21,266
COSTS AND EXPENSES:
Lease operating and administrative expenses 43,528 (3,624) (1,550)
Provision for doubtful accounts 501 (321) -
Fair value adjustment for derivative instruments (1,658) - -
Fair value adjustment for warrants 5,209 - -
Depreciation and amortization of leasing equipment 23,133 (3,383) (8,726)
Impairment of leasing equipment 7,212 (306) -
Loss on retirement of debt 8,153 - -
Gain on sale of leasing equipment (68,490) 1,879 -
Other income, net (351) - -
Interest expense 34,374 (1,193) -
Interest income (4,876) 26 -
TOTAL COST AND EXPENSES 46,735 (6,922) (10,282)
INCOME BEFORE MINORITY INTEREST EXPENSE
AND PROVISION (BENEFIT) FOR INCOME TAXES 56,252 (3,318) (10,984)
Minority interest expense (1,932) 1,137 -
INCOME BEFORE PROVISION (BENEFIT) FOR INCOME TAXES 54,320 (2,181) (10, 984)
Provision (benefit) for income taxes 1,010 (1,242) (275)
NET INCOME $53,310 S (939) $(10,709)

(a) Amounts represent the removal of the results of operations relative to CAI. These amounts represent the impact
for the period from January 1, 2006 through March 31, 2006 as we sold our 50% common equity interest in CAI
on October 1, 2006.

(b) Amounts represent the removal of direct revenue and expenses attributable to the fleet included in the March
2006 Container Sale. These amounts represent the removal of the revenue and expenses for the period from
January 1, 2006 through March 31, 2006. Because the Company does not account for administrative expenses,
provision for doubtful accounts and interest expense for each piece of equipment, the amounts applicable to the
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equipment being sold could not be quantified and, therefore, have not been included in the table above.

The sections that follow analyze our results of operations for the three months ended March 31, 2007 as
compared to the three months ended March 31, 2006 excluding the effect of the sale of our 50% equity interest in our
formerly consolidated subsidiary CAI and the March 2006 Container Sale disclosed in the above table.

Three Months Ended March 31, 2007 Compared to Three Months Ended March 31, 2006

Equipment Leasing Revenue. Our equipment leasing revenues increased to $81.9 million for the three
months ended March 31, 2007, from $66.8 million in the three months ended March 31, 2006, an increase of $15.1
million or 23%.

Container leasing segment revenues increased to $14.0 million for the three months ended March 31, 2007,
from $11.5 million for the three months ended March 31, 2006, an increase of $2.5 million or 22%. Operating lease
revenues increased by $1.5 million while revenues from direct financing leases increased by $1.0 million. The
increase in operating lease revenues resulted from an increase in the utilization of our containers as well as an increase
in our average daily rates. The increase in revenues from direct financing leases was due to an increase in our direct
finance lease portfolio, including the conversion of a large operating lease to a direct financing lease during the first
six months of 2006. The utilization rates of our owned container operating lease fleet, excluding new equipment not
yet placed on lease and those that we manage for others were 99% and 97% at March 31, 2007 and 2006, respectively.
At March 31, 2007 and 2006, respectively, we had approximately 11,900 and 16,900 TEUs of new procurement not
yet placed on lease, of which approximately 10,400 and 13,800 TEUs, respectively, were committed for future
delivery under existing lease commitments.

Domestic intermodal equipment segment revenues increased to $67.9 million for the three months ended
March 31, 2007, from $55.3 million for the three months ended March 31, 2006, an increase of $12.6 million or 23%.
Chassis operating lease revenues increased by $12.2 million while revenues from direct financing leases increased by
$0.5 million. The increase in chassis operating leases revenues is primarily the result of an increase in the size of our
operating lease fleet of approximately 6% as well as an increase in our average lease rate brought about by an increase
in the number of chassis assigned to chassis pools. In addition, during the three months ended March 31, 2007, we
recorded revenue of $4.4 million related to a penalty charged to a customer for the early termination of one of its
leases. See Note 11 to the Condensed Consolidated Financial Statements for further information on the chassis lease
termination. The increase in finance lease revenues was the result of an increase in our finance lease portfolio. The
utilization rates of our domestic intermodal chassis operating lease fleet were 91% and 92% at March 31, 2007 and
2006, respectively.

Management Fee Revenue. Our management fee revenues increased to $4.0 million for the three months
ended March 31, 2007 from $0.8 million for the three months ended March 31, 2006, an increase of $3.2 million. This
increase was primarily due to $2.0 million of management fee revenues resulting from a chassis pool agreement
entered into during October 2006 and $1.0 million of management fee revenues we earned on containers we now
manage on behalf of investors.

Other Revenue. Our other revenues increased to $6.1 million for the three months ended March 31, 2007
from $3.9 million for the three months ended March 31, 2006, an increase of $2.2 million.

Container leasing segment other revenues decreased to $0.2 million for the three months ended March 31,

2007, compared to $0.6 million for the three months ended March 31, 2006 a decrease of $0.4 million. The decrease
was due to a reduction in billings to customers for damage and handling related to our owned fleet.
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Domestic intermodal equipment segment other revenues increased to $5.9 million for the three months ended
March 31, 2007, from $3.4 million for the three months ended March 31, 2006, an increase of $2.5 million. The
increase was primarily attributable to an increase in billable repairs to our lessees when leases terminate and an
increase in billings to customers for the repositioning of chassis pool equipment. A portion of the increase in billable
repairs ($0.4 million) was related to a customer that previously was billed directly by third party depots for damage.

Lease Operating and Administrative Expenses. Our lease operating and administrative expenses decreased
to $36.2 million for the three months ended March 31, 2007 from $38.3 million for the three months ended March 31,
2006, a decrease of $2.1 million or 5%.

The decrease was primarily due to:

A $1.8 million decrease in salary expense. This decrease was primarily the result of a decrease in the
accrual for the estimated bonus for our Chief Executive Officer ($2.3 million). This decrease was partially
offset by an increase in headcount and other employee related costs. The decrease in the bonus for our
Chief Executive Officer is primarily due to the reduction in net income as compared to the prior year. This
reduction is primarily due to the gain resulting from the March 2006 Container Sale, without a similar
transaction during the current year period.

A decrease in commission expense of $1.1 million primarily related to the write-off of deferred sales
commissions in 2006 resulting from the March 2006 Container Sale.

A decrease in consulting and legal fees of $0.8 million primarily due to a reduction in consulting services
required in order to comply with the Sarbanes-Oxley Act, a decrease in consulting services to facilitate the
development of our new IT systems and one-time legal costs incurred during the three months ended
March 31, 2006 in connection with a contemplated transaction which was not consummated. These
decreases were partially offset by transaction costs incurred by the Special Committee of the Company s
Board of Directors in connection with their evaluation of a going private transaction proposed by Martin
Tuchman, our Chairman and Chief Executive Officer, and potential alternatives to this proposal. See Note
13 to the Condensed Consolidated Financial Statements for further information on pending sale
transaction.

An increase in maintenance and repair costs of $1.2 million primarily due to an increase in chassis
assigned to chassis pools which generate higher daily rental rates and higher repair expenses. In addition,
we experienced an increase in maintenance and repair costs associated with chassis lease terminations.
The damage portion of these repair expenses were billable to our lessees and were included in other
revenue within the domestic intermodal equipment segment as discussed above.

An increase in positioning and handling expense for our equipment of $0.5 million which was primarily
due to the repositioning of equipment to chassis pool locations.

An increase in storage costs of $0.3 million primarily due to a reduction in utilization experienced within
our chassis product line as well as the additional expense incurred for the storage of new chassis
equipment which has not yet been placed on lease. These increases were partially offset by a reduction in
storage expense experienced within the container product line.

A further breakdown of the lease operating and administrative expense variances, as compared to the prior period, by
reportable segment is as follows:
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Container leasing segment lease operating and administrative expenses decreased to $3.5 million for the
three months ended March 31, 2007 from $5.8 million in the three months ended March 31, 2006, a
decrease of $2.3 million or 40%. The decrease can be summarized as follows:

Container
(Dollars in millions) Leasing
Commission expense (a) $(1.2)
Legal and consulting fees (0.6)
Storage expense (0.4)
Other, net (0.1)
Total $(2.3)

(a) Primarily related to the write-off of deferred sales commissions resulting from the March 2006
Container Sale.

Domestic intermodal equipment segment lease operating and administrative expenses increased to $32.8
million for the three months ended March 31, 2007 from $32.6 million in the three months ended March
31, 2006, an increase of $0.2 million or 1%. This increase can be summarized as follows:

Domestic
Intermodal
(Dollars in millions) Equipment

Maintenance and repairs expense

Storage expense

Positioning and handling expense

Salary expense (
Legal and consulting fees (0.
Other, net (0.

Total $0.2

Provision for Doubtful Accounts. Our provision for doubtful accounts amounted to $0.2 million for the three
months ended March 31, 2007 and 2006, respectively. During the three months ended March 31, 2007, our
non-performing receivables decreased $0.8 million ($0.2 million at March 31, 2007 and $1.0 million at December 31,
2006). This decrease was primarily due to the write-off of our receivables related to customers for which reserves had
previously been established. All other non-performing receivables were fully reserved for at March 31, 2007. Our
provision for doubtful accounts is provided based upon a quarterly review of the receivables. This review is based on
the risk profile of the receivables, credit quality indicators such as the level of past-due amounts and economic
conditions, as well as the value of underlying collateral in the case of direct financing lease receivables.

Fair Value Adjustment for Derivative Instruments.  Our fair value adjustment for derivative instruments
amounted to income of $0.4 million for the three months ended March 31, 2007 as compared to income of $1.7
million for the three months ended March 31, 2006. The income for the three months ended March 31, 2007, as well
as the prior year period, was primarily due to the change in the fair value of interest rate swap agreements held which
do not qualify as cash flow hedges. During 2006, three of these interest rate swap agreements were terminated as the
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result of the March 2006 Container Sale and the repayment of debt instruments used to finance this equipment.

Fair Value Adjustment for Warrants. Our non-cash fair value adjustment for warrants amounted to an
expense of $5.2 million for the three months ended March 31, 2006. The expense for the three months ended March
31, 2006 was limited to the change in the fair value of these warrants between December 31, 2005 and February 21,
2006, the date the registration statement for the warrants was declared effective by the SEC. This was the final criteria
to be met under EITF 00-19 for re-classification of the warrants from a liability to equity in accordance with U.S.
generally accepted accounting principles. Since these warrants are now classified as equity, the warrants will no
longer be valued during each accounting period, as they had been when classified as a liability. Therefore, our
earnings will no longer be subject to the volatility related to changes in valuation.

Depreciation and Amortization of Leasing Equipment. Our depreciation and amortization expense
increased to $12.0 million for the three months ended March 31, 2007, from $11.0 million for the three months ended
March 31, 2006, an increase of $1.0 million or 9%. This increase was primarily due to additions to our owned chassis
and container operating lease fleets, partially offset by a reduction in our container operating lease fleet resulting from
the conversion of operating leases with a specific customer to direct financing leases.

Impairment of Leasing Equipment. Our expense related to the impairment of leasing equipment decreased to
$0.5 million for the three months ended March 31, 2007, from $6.9 million for the three months ended March 31,
20006, a decrease of $6.4 million. This decrease was primarily due to a $6.7 million non-cash impairment charge
resulting from the conversion of operating leases with a specific customer to direct financing leases during the three
months ended March 31, 2006.

Loss on Retirement of Debt.  The decrease in loss on retirement of debt of $8.0 million is primarily due to
the early repayment of certain debt instruments through the use of the proceeds from the March 2006 Container Sale
which resulted in the write off of approximately $8.2 million of previously deferred financing fees.

Gain on Sale of Leasing Equipment. 'We had a gain on sale of leasing equipment of $0.3 million during the
three months ended March 31, 2007 compared to $66.6 million for the three months ended March 31, 2006. The
decrease is primarily due to the March 2006 Container Sale which resulted in a gain of $66.5 million.

Gain on Sale of Equity Investment. During the year ended December 31, 2005, we sold our investment in a
non-transportation company. In connection with this sale, certain funds were held in escrow by the buyers in order to
satisfy potential indemnity provisions or any contractual post closing adjustments. During the three months ended
March 31, 2007, all such indemnity provisions and closing adjustments were finalized and the parties agreed that $1.3
million was due us. See Note 12 to the Condensed Consolidated Financial Statements for further information on the
sale of our equity investment.

Other Income, Net. We had other income of $0.3 million during the three months ended March 31, 2007
compared to $0.4 million of other income for the comparable period in 2006. The decrease of $0.1 million was
primarily due to a supplemental cash settlement on an insurance claim ($0.2 million) recorded during the three months
ended March 31, 2006, without a similar cash receipt received during the three months ended March 31, 2007.

Interest Expense. Our interest expense decreased to $24.9 million for the three months ended March 31,
2007 from $33.2 million for the three months ended March 31, 2006, a decrease of $8.3 million or 25%. This decrease
was primarily attributable to decreased borrowings ($7.2 million), a reduction in interest rates ($0.5 million) and a
decrease in the amortization of deferred financing fees ($0.5 million).

Interest Income. Our interest income increased to $5.6 million for the three months ended March 31, 2007

from $4.9 million for the three months ended March 31, 2006, an increase of $0.7 million. The increase in interest
income was primarily due to higher interest rates on the invested cash balances. In addition, we received $0.7 million
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in interest income on the New CAI Note which was issued to us by CAI as part of the consideration received in
connection with the sale of our 50% common equity interest in CAI on October 1, 2006. These increases were
partially offset by a reduction in interest income ($0.5 million) we received on the partial liquidation of our investment
in a private equity fund as compared to the prior year period.

Provision for Income Taxes. We recorded an income tax provision of $7.3 million for the three months
ended March 31, 2007 as compared to a tax benefit of $0.5 million for the three months ended March 31, 2006. This
increase resulted despite a net decrease in pre-tax income of $21.4 million, after adjusting for the $5.2 million
permanent tax difference that arose from the non-cash expense pertaining to the warrant liability in 2006. The increase
in the income tax provision resulted principally from (i) a higher proportion of the pre-tax income realized during the
three months ended March 31, 2007 from United States sourced income, and (ii) a $2.3 million tax benefit realized
during the three months ended March 31, 2006 on the sale of approximately 273,300 standard dry marine cargo
containers by Interpool Containers Limited ( ICL ).

ICL s pre-tax income (international sourced income) is taxed at a low rate (approximately 2.5%) due to the
income tax convention between the United States and Barbados. The domestic intermodal division s pre-tax income
(United States sourced income) is taxed at the higher United States tax rates. During the three months ended March
31, 2007, 74% of taxable income was generated from United States sources as compared to 4% during the three
months ended March 31, 2006, thus contributing to the net increase in the provision for income taxes.

Net Income. As aresult of the factors described above, our net income decreased to $17.7 million for the
three months ended March 31, 2007 from $41.7 million for the three months ended March 31, 2006.

Liquidity and Capital Resources

Historically, we have used funds from various sources to meet our corporate obligations and to finance the
acquisition of equipment for lease to customers. The primary funding sources have been cash provided by operations,
borrowings (generally from banks), securitization of lease receivables, the issuance of capital lease obligations, and
the sale of our securities. In addition, we have generated cash from the sale of equipment being retired from our fleet.
In general, we have sought to meet debt service requirements from the leasing revenue generated by our equipment.
As of March 31, 2007, we had $278.5 million of unrestricted cash and cash equivalents on hand, and had unused
financing commitments totaling $1.9 billion available for future use (including a commitment of $1.8 billion for
secured financing received during December 2006). Further, as described in the Liquidity and Capital Resources
section of our 2006 Form 10-K, the combination of unrestricted cash and marketable securities as of December 31,
2006 plus scheduled payments due to us under operating and direct financing lease agreements with our lessees during
2007 and 2008 is significantly more than our scheduled capital lease and debt service payments (principal and
estimated interest) for those years.

We have usually funded a significant portion of the purchase price for new containers and chassis through
secured borrowings from financial institutions under various credit facilities. However, from time to time we have
funded new equipment acquisitions through the use of working capital and may finance this equipment through debt
facilities at a later date. As indicated in our 2006 Form 10-K, we received a commitment of $1.8 billion for secured
financing during December 2006. As of March 31, 2007, a total of $1.9 billion of financing commitments was
available to us for future use. We continue to meet with other potential lenders with regard to additional financings to
support business growth.

Historically, we have acquired, and we may continue in the future to acquire, equipment portfolios from time to
time when presented with attractive opportunities to expand our fleet. At the same time, we regularly consider
opportunities to sell assets or businesses on favorable terms. We intend to continue to review both acquisition and
disposition opportunities whenever prices and market conditions are favorable.
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Cash Flow

Net cash used for operating activities amounted to $20.8 million for the three months ended March 31, 2007 as
compared to $8.9 million of cash provided by operating activities for the same period last year, a reduction of $29.7
million. While net income for the three months ended March 31, 2007 was $35.6 million lower than net income for
the previous year, the change in cash provided by these activities was affected by the following:

Net income for the three months ended March 31, 2006 included a gain associated with the March 2006
Container Sale of $60.8 million ($59.3 million, net of tax).

2006 net income included a non-cash expense of $5.2 million related to the adjustment of the estimated
fair value of warrants.

Net income for the three months ended March 31, 2007 was positively impacted by a reduction in
depreciation for leasing equipment of $8.7 million ($8.5 million, net of tax) resulting from the March 2006
Container Sale.

2007 net income included a non-cash impairment expense of $0.5 million ($0.4 million, net of tax). This
compares to a non-cash impairment expense of $7.2 million ($6.7 million, net of tax) reported in the 2006
net income.

2007 net income included a loss on retirement of debt of $0.2 million ($0.1 million, net of tax). This
compares to a loss on retirement of debt of $8.2 million ($7.5 million, net of tax) reported during 2006 in
connection with the early repayment of certain debt instruments of which $5.4 million ($5.2 million, net of
tax) is included in the calculation of the $59.3 million gain (net of tax) recognized as a result of the March
2006 Container Sale.

Excluding the items noted above, net cash provided by these activities increased $1.5 million for the three
months ended March 31, 2007 as compared to the prior year period. The remaining change in cash provided by
operating activities resulted primarily from the following:

an increase in cash used to pay income taxes in 2007. The Company made cash payments of $24.6 million
during the three months ended March 31, 2007, compared with $13.6 million for the same period in 2006.
This increase in income tax payments is primarily due to the sale of our 50% common equity interest in
CAI in October 2006; and

an increase in cash used for the satisfaction of accounts payable and accrued expenses.

The remainder of the change in net cash provided by operating activities (a decrease of $3.9 million) was
primarily due to changes in other operating assets and liabilities in the ordinary course of business.

Net cash used for investing activities amounted to $43.3 million for the three months ended March 31, 2007 as
compared to $503.6 million of net cash provided by investing activities for the same period last year. The change was
primarily due to the following:

proceeds from the disposition of leasing equipment decreased $507.6 million to $27.0 million in the three
months ended March 31, 2007, compared to $534.5 million in the three months ended March 31, 2006.
Included in sales proceeds during the three months ended March 31, 2006 was $515.9 million of proceeds
related to the March 2006 Container Sale; and

an increase of $41.2 million in acquisition of leasing equipment. Capital expenditures were $87.2 million
for the three months ended March 31, 2007, compared to $46.0 million in the three months ended March
31, 2006.
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Net cash used for financing activities amounted to $18.5 million for the three months ended March 31, 2007 as
compared to $539.5 million for the same period last year. The decrease in net cash used for financing activities was
primarily due to the following:

a decrease of $491.3 million in repayment of long term debt and capital lease obligations. The decrease
was primarily due to the use of the proceeds from the March 2006 Container Sale to reduce indebtedness
($462.4 million);

proceeds from the issuance of debt increased $17.3 million to $41.1 million for the three months ended
March 31, 2007, compared to $23.8 million for the three months ended March 31, 2006; and

a decrease in repayments and borrowings under revolving credit facilities of $13.0 million.

Debt and Capital Lease Obligations:

The following table summarizes our debt and capital lease obligations as of March 31, 2007 and December 31, 2006:

(dollars in millions)

March 31, December 31,

Total Debt and Capital Lease Obligations 2007 2006
Chassis Securitization Facility, interest at 5.34% at

March 31, 2007 and December 31, 2006, respectively

Capital lease obligation $376.0 $378.5
2005 DVB Facility - Secured container equipment financing

facility, interest at 6.37% at March 31, 2007 and

December 31, 2006, respectively, maturing December 2010 133.1 151.0
Revolving credit facility for chassis, interest at 6.32% and

6.35% at March 31, 2007 and December 31, 2006, respectively,

revolving period ending September 9, 2010 15.0 15.0
Notes and loans payable with various rates ranging from

5.75% to 7.50% and maturities from 2008 to 2010 10.9 11.5
Capital lease obligations payable in varying amounts through 2017 479.8 470.4
6.00% Notes due 2014 (unsecured) net of unamortized discount

of $28.1 and $28.8 at March 31, 2007 and December 31, 2006,

respectively 201.9 201.2
7.35% Notes due 2007 (unsecured) 89.5 89.9
7.20% Notes due 2007 (unsecured) 33.8 33.8
9.25% Convertible redeemable subordinated debentures, mandatory

redemption 2022 (unsecured) 37.2 37.2
9.875% Preferred capital securities due 2027 (unsecured) 75.0 75.0
Total Debt and Capital Lease Obligations 1,452.2 1,463.5
Less Current Maturities 253.4 262.8
Total Non-Current Debt and Capital Lease Obligations $1,198.8 $1,200.7
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Our debt consisted of loans, capital lease obligations and notes with installments payable in varying amounts
through 2027, with a weighted-average interest rate of 6.7% for the three months ended March 31, 2007. This
compares to 6.7% for the year ended December 31, 2006 and 6.9% for the three months ended March 31, 2006. The
principal amount of debt and capital lease obligations payable under fixed rate contracts was $1,185.4 million at
March 31, 2007. Remaining debt and capital lease obligations of $266.8 million were payable under floating rate
arrangements, of which $240.3 million was effectively converted to fixed rate debt through the use of interest rate
swap agreements. At March 31, 2007 and December 31, 2006, most of our debt and capital lease obligations were
secured by a substantial portion of our leasing equipment, direct financing leases, and accounts receivable.
Approximately $437.4 million of debt was unsecured at March 31, 2007 compared to $437.1 million at December 31,
2006. For further information on the accounting treatment for interest rate swap contracts see Note 4 to the Condensed
Consolidated Financial Statements.

New Financings: During February and March 2007, we entered into two capital lease obligation transactions
with a U.S. financial institution. The first was for $39.1 million, with a fixed interest rate of 5.97%, which continues
until March 2015. We have a fixed price purchase option at that time that we expect to exercise. The second was for
$2.0 million, with a fixed interest rate of 5.77%, which continues until April 2015. We have a fixed price purchase
option at that time that we expect to exercise. The entire balance of both transactions remained outstanding at March
31, 2007.

Changes in Rating Agency Outlooks: Following the announcement on January 16, 2007 that Martin
Tuchman, our Chairman and Chief Executive Officer, supported by other significant Interpool, Inc. stockholders and
an investment fund affiliated with Fortis Merchant Banking, had made an offer to acquire all of our outstanding
common stock (other than a portion of the shares held by the proposing stockholders) for $24.00 per share in cash, the
outlook for our credit ratings was changed by Standard & Poor s Ratings Services, Moody s Investors Service, and
Fitch Ratings. All three rating agencies cited the possibility that the proposed transaction would result in an increase in
our financial leverage. Standard & Poor s placed us on credit watch with negative implications, Moody s placed us on
review for possible downgrade, and Fitch placed us on rating watch negative. For additional information see Note 13
to the Condensed Consolidated Financial Statement.

Cash Payment to Warrant Holders in Lieu of Dilution Adjustment: During February 2007, our Board of
Directors authorized a cash payment of $1.7 million to the holders of our common stock purchase Warrants. This
payment was made during the first quarter of 2007 in lieu of a dilution adjustment that would have adjusted the
exercise price for the Warrants as well as the number of common shares into which the Warrants may have been
converted. The dilution adjustment takes place when we make quarterly dividend payments that exceed $0.0625 per
share (the quarterly dividend payment made during January 2007 was $0.25 per share). As of March 1, 2007, the
exercise price for the Warrants is $16.84143 per common share and they may be converted into 8,916,666 common
shares, reflecting past dilution adjustments. The cash payment did not affect our reported net income, but it was
recorded as a reduction of retained earnings and reduced earnings per common share. At a meeting on March 1, 2007,
our Board of Directors authorized a second cash payment of $1.7 million in lieu of a dilution adjustment to the holders
of our common stock purchase Warrants to be made in conjunction with our regular quarterly dividend payment in
April 2007. Our Board of Directors will make a determination each future quarter as to whether a similar payment will
be made in lieu of any required dilution adjustment.

Covenants: At March 31, 2007, under our 2005 DVB Facility, our chassis revolving credit facility
established during September 2005, and most of our other debt instruments, we are required to maintain covenants (as
defined in each agreement) for tangible net worth (the most stringent of which required us to maintain tangible net
worth of at least $300.0 million), a fixed charge coverage ratio of at least 1.5 to 1 and a funded debt to tangible net
worth ratio of not more than 4.0 to 1. For the most restrictive covenants, tangible net worth includes stockholders
equity plus the warrant liability , if applicable, our 9.875% preferred capital securities and our 9.25% convertible
redeemable subordinated debentures and any future subordinated debt, and is reduced by goodwill and adjusted to
eliminate the impact of adjustments associated with derivative instruments. Funded debt excludes the portion of debt
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and capital lease obligations due within one year, our 9.875% preferred capital securities and our 9.25% convertible
redeemable subordinated debentures, and any future subordinated debt. Fixed charges include interest expense,
excluding that related to our 9.875% preferred capital securities and our 9.25% convertible redeemable subordinated
debentures and any future subordinated debt, and lease rentals. Earnings available for fixed charges include income
before depreciation and income taxes, excluding the impact of any non-cash fair value adjustments for warrants, plus
fixed charges, plus interest expense associated with our 9.875% preferred capital securities and our 9.25% convertible
redeemable subordinated debentures and any future subordinated debt. As of March 31, 2007, we were in compliance
with all covenants.

A servicing agreement to which we are a party requires that we maintain a tangible net worth (including its
9.875% preferred capital securities due 2027) of at least $375.0 million plus 50% of any positive net income reported
from October 1, 2004 forward. This requirement has been met at March 31, 2007.

At March 31, 2007, under a restriction in our 6.0% Note Indenture, approximately $51.1 million of retained
earnings was available for dividends.

Critical Accounting Policies and Estimates
The preparation of the condensed consolidated financial statements in conformity with U.S. GAAP requires

management to use judgment in making estimates and assumptions that affect reported amounts of assets and
liabilities, the reported amounts of income and expense during the reporting period and the disclosure of contingent
assets and liabilities at the date of the financial statements. We have identified the policies and estimates below as
critical to our business operations and the understanding of our results of operations. For a detailed discussion on these
and other significant accounting policies, see Note 1 to the Consolidated Financial Statements included in our
December 31, 2006 Annual Report on Form 10-K. These policies and estimates are considered critical due to the
existence of uncertainty at the time the estimate is made, the likelihood of changes in estimates from period to period
and the potential impact that these estimates can have on our financial statements. The following accounting policies
and estimates include inherent risks and uncertainties related to judgments and assumptions made by management.
Management s estimates are based on the relevant information available at the end of each period.

the allowance for doubtful accounts,

accounting for leasing equipment,

lease residual values,

software capitalization,

accounting for customer defaults,

warrant valuation,

income taxes,

derivative financial instruments.

accounting for management services

In consultation with our Audit Committee, we have reviewed and approved these significant accounting

policies, which are further described in our 2006 Form 10-K.
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Item 3: Quantitative and Qualitative Disclosures About Market Risk
Risk Management
Interest Rate Risk

The nature of our business exposes us to market risk arising from changes in interest rates. We manage interest
rate risk to protect margins on existing transactions. Interest rate risk is the risk of earnings volatility attributable to
changes in interest rates. Additionally, we consider interest rate swap contracts as an integral part of our borrowing
transactions. We seek to mitigate our exposure by entering into amortizing interest rate swap contracts, which
coincide with the principal and maturity of the underlying debt instruments hedged. We do not use leveraged swaps
and do not use leverage in any of our investment activities that would put principal capital at risk.

The following table sets forth principal cash flows and related weighted average interest rates by expected
maturity dates for debt and capital lease obligations at March 31, 2007:

(Dollars in Total 0-12 13-24 25-36 37-48 49-60

Thousands) Obligation months months months months months
Variable rate facilities $26,464 $2,318 $2,444 $6,702 $15,000 -
Average interest rate % 6.5% 6.5% 6.3% 6.3% -
Fixed rate facilities (1) 1,425,718 251,103 123,319 100,570 63,752 54,220
Average interest rate % 6.5% 6.5% 6.5% 6.6% 6.7%
Total Debt $1,452,182 $253,421 $125,763 $107,272 $78,752 $54,220
Average interest rate % 6.5% 6.5% 6.5% 6.6% 6.7%

(1) These fixed rate facilities include variable instruments that have been effectively converted to fixed rate debt
through the use of interest rate swap agreements.

The principal amount of debt and capital lease obligations payable under fixed rate contracts was $1,185.4
million at March 31, 2007. Remaining debt and capital lease obligations of $266.8 million were payable under
floating rate arrangement, of which $240.3 million was effectively converted to fixed rate debt through the use of
interest rate swap agreements.

Based on outstanding debt balances at March 31, 2007 of variable rate facilities, which have not been
effectively converted to fixed rate debt through the use of interest rate swaps, a 10% change in variable interest rates
would have resulted in a $0.1 million change in pre-tax earnings.

Credit Risk

We maintain detailed credit records about our customers. Our credit policy sets different maximum exposure
limits for our customers. Credit criteria may include, but are not limited to, customer trade route, country, social and
political climate, assessments of net worth, asset ownership, bank and trade credit references, credit bureau reports,
operational history and financial strength.

We seek to reduce credit risk by maintaining insurance coverage against customer insolvency and related
equipment losses. We maintain contingent physical damage, recovery and loss of revenue insurance, which provides
coverage upon the occurrence of a customer s insolvency, bankruptcy or default giving rise to our demand for return of
all of our equipment. The policy covers the cost of recovering our equipment from the customer, including
repositioning cost, damage to the equipment and the value of equipment which could not be located or was
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uneconomical to recover. It also covers a portion of the equipment leasing revenues that we might lose as a result of
the customer s default (i.e., up to 180 days of lease payments following an occurrence under the policy). Our current
policy, which commenced April 30, 2006, and expires May 31, 2007, includes coverage of $18.0 million per
occurrence with a $2.0 million deductible, per occurrence. There can be no assurance that this or similar coverage will
be available in the future or that such insurance will cover the entirety of any loss.

We also maintain credit insurance which provides complementary coverage upon the occurrence of a customer s
insolvency, bankruptcy or default giving rise to our demand for return of all our equipment. The policy covers a
portion of the equipment leasing revenues we might lose as a result of the customer s default (i.e., up to 90 days of
lease payments that accrue prior to an occurrence under the policy). Our current policy includes coverage of $10.0
million with a $0.2 million deductible per year, in the aggregate. The policy has a two-year term which currently
expires on January 31, 2009. There can be no assurance that this or similar coverage will be available in the future or
that such insurance will cover the entirety of any loss.

These insurance policies provide coverage for both the equipment owned by us and the equipment we manage
for third party investors. We are reimbursed for the portion of the coverage related to the managed equipment. Any
losses related to managed equipment in excess of the amounts due from the insurance coverage are the responsibility
of the third party investor.

At March 31, 2007 approximately 14% of accounts receivable and 72% of the net investment in direct financing
leases were from customers outside of the United States.

At March 31, 2007, our top 25 customers represented approximately 78% of consolidated billings, with no
single customer accounting for more than 8.9%.

Allowance for Doubtful Accounts

The allowance for doubtful accounts includes our estimate of allowances necessary for receivables on both
operating and direct financing lease receivables. The allowance for doubtful accounts is developed based on two key
components (1) specific reserves for receivables which are impaired for which management believes full collection is
doubtful and (2) reserves for estimated losses inherent in the receivables based upon historical trends. We believe our
allowance for doubtful accounts is adequate to provide for credit losses inherent in our accounts receivable. The
allowance for doubtful accounts is intended to provide for losses inherent in the accounts receivable, and requires the
application of estimates and judgments as to the outcome of collection efforts and the realization of collateral, among
other things. In addition, changes in economic conditions or other events may necessitate additions or deductions to
the allowance for doubtful accounts. Direct financing leases are evaluated on a case by case basis. When evaluating
our operating and direct financing lease receivables for impairment, we consider, among other things, the level of
past-due amounts of the respective receivable, the borrower s financial condition, credit quality indicators of the
borrower, the value of underlying collateral and third party credit enhancements such as guarantees and insurance
policies. Once a direct financing lease is determined to be non-performing, our procedures provide for the following
events to take place in order to evaluate collectibility:

The past due amounts are reclassified to accounts receivable,
The equipment value supporting such direct financing lease is reclassified to leasing equipment, and

Collectibility is evaluated, taking into consideration equipment book value and the total outstanding
receivable, as well as the likelihood of collection through the recovery of equipment.
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The adequacy of our allowance for doubtful accounts is provided based upon a quarterly review of the
collectibility of our receivables. This review is based on the risk profile of the receivables, credit quality indicators
such as the level of past-due amounts and economic conditions, as well as the value of underlying collateral in the
case of direct financing lease receivables.

ltem 4: CONTROLS AND PROCEDURES

Under the direction of its Chief Executive Officer and Chief Financial Officer, the Company carried out an
evaluation of the effectiveness of its disclosure controls and procedures pursuant to Exchange Act Rules 13a-15(e) and
15d-15(e) and concluded that the Company s disclosure controls and procedures were effective as of March 31, 2007.
There were no changes in the Company s internal control over financial reporting, as such terms is defined Rules
13a-15(f) and 15d-15(f) under the Exchange Act, during the three months ended March 31, 2007 that have materially
affected, or are reasonably likely to materially affect, the Company s internal control over financial reporting.

PARTII OTHER INFORMATION
ITEM 1. Legal Proceedings
Pending Governmental Investigations

Following the Company s announcement in July 2003 that its Audit Committee had commissioned an internal
investigation by special counsel into its accounting, the Company was notified that the SEC had opened an informal
investigation of Interpool. As the Company had anticipated, this investigation was converted to a formal investigation
later in 2003. The Company has fully cooperated with this investigation. During 2003 and 2004, the New York office
of the SEC received a copy of the written report of the internal investigation and received documents and information
from the Company, its Audit Committee and certain other parties pursuant to SEC subpoenas. During late 2003, the
Company was also advised that the United States Attorney s office for the District of New Jersey (the U.S. Attorney s
Office ) received a copy of the written report of the internal investigation by its Audit Committee s special counsel and
opened an investigation focusing on certain matters described in the report. The Company was informed that Interpool
was neither a subject nor a target of the investigation by the U.S. Attorney s Office. The Company has not had any
communications with either the SEC or the U.S. Attorney s Office relating to their respective investigations since 2004
and it does not have any information regarding the current status of either of these investigations. Therefore, the
Company cannot predict the final outcome of either of these investigations and cannot be assured that they may not
result in the taking of some action that may be adverse to the Company.

2007 Stockholder Litigation

In January 2007, two purported class actions were filed against the Company and certain of its directors, along with
Fortis Merchant Banking, in the Delaware Court of Chancery (the Pomeranz Action ) and the Superior Court of New
Jersey (the Lipsky Action ). In February 2007, a third purported class action was filed, also in the Delaware Court of
Chancery (the Martinez Action ), which also names the Companys, its directors, and Fortis Merchant Banking as
defendants and which names as additional defendants various shareholders alleged to support the potential transaction
proposed by Martin Tuchman, the Company s Chairman and Chief Executive Officer in his letter to the Board of
Directors dated January 16, 2007 (the January 16 Letter ), pursuant to which the Company s shares owned by public
stockholders, and a portion of the shares owned by Mr. Tuchman and the other stockholders supporting his proposal,
are proposed to be purchased. The complaints in the Pomeranz Action and the Lipsky Action allege breaches of
fiduciary duty and conflicts of interest on the part of the Company s directors, among other things, in connection with
the potential transaction proposed in Mr. Tuchman s January 16 Letter and the events preceding that proposal. The
actions seek declaratory, injunctive, and other relief preventing consummation of the potential transaction proposed in
the January 16 Letter, together with an award of attorneys fees and litigation expenses. The complaint in the Martinez
Action contains allegations that essentially overlap those in the Pomeranz and Lipsky Actions, but also alleges actual
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and/or anticipatory breaches by the Company and by Mr. Tuchman of a 2004 letter agreement in which Mr. Tuchman
agreed not to sell or voluntarily transfer shares of the Company s common stock unless the Company s other
shareholders are concurrently offered the opportunity to sell or otherwise transfer a comparable percentage of the
shares beneficially owned by them for the same consideration. The complaint alleges that the proposal set forth in the
January 16 Letter would violate the 2004 letter agreement, in that other shareholders of the Company were not offered
the same opportunity to sell the Company s shares and invest in the private company that would be formed to acquire
the Company. The complaint in the Martinez Action further alleges that various corporate transactions entered into by
the Company in late 2005 and 2006 were designed to facilitate the transaction proposed by Mr. Tuchman in the
January 16 Letter, including the purchase by the Company of approximately 1.5 million shares of stock from Mr.
Tuchman in November 2006, in accordance with the Company s 1993 Stock Option Plan, as payment of the exercise
price of Mr. Tuchman s stock options, and as a result of which Mr. Tuchman received approximately 2.2 million
shares. The Martinez Action seeks injunctive relief enjoining the transaction proposed in the January 16 Letter as well
as rescission of the Company s purchase of Mr. Tuchman s shares that were tendered in connection with his November
2006 option exercise, as well as an award of an unspecified amount as damages.

The Company has informed its insurance carrier of these actions and has retained outside counsel to assist in the
defense. The Company intends to vigorously defend against this litigation. However, it is not possible at this time to
predict the outcome of this litigation. No provision has been made in the Consolidated Financial Statements with
respect to this contingent liability.

In light of the recently announced Merger Agreement (see Note 13 to the Condensed Consolidated Financial
Statements), counsel for the plaintiffs in the above-referenced actions have suspended all pending deadlines and are
evaluating the impact of this transaction on the claims in their respective cases.
ITEM 4. Submission of Matters to a Vote of Security Holders
None.
ITEM 5. Other Information
None.
ITEM 6. Exhibits
Exhibits:
Exhibit 10:  Material Contracts
10.71 Agreement and Plan of Merger, dated as of April 20, 2007 by and among
Chariot Acquisition Holding LLC, Chariot Acquisition Sub Inc. and Interpool,
Inc. (incorporated by reference to the Company's Current Report on Form 8-K
filed on April 23, 2007.)
10.72 Voting Agreement, dated as of April 20, 2007 by and among Chariot
Acquisition Holding LL.C and certain stockholders of Interpool, Inc. signatory
thereto (incorporated by reference to the Company s Current Report on Form
8-K filed on April 23, 2007.)
Exhibits Certifications:
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31.1 Certification of Martin Tuchman.
31.2 Certification of James F. Walsh.
32.1 Certification of Martin Tuchman.
322 Certification of James F. Walsh.

Press Releases dated:

April 25, 2007

April 20, 2007

March 9, 2007

March 6, 2007

Interpool, Inc. Enters Into Service Agreement With Maersk Line.
Interpool, Inc. To Be Acquired By Funds Managed By Fortress
Investment Group LLC for $27.10 Per Share In Cash; Total Transaction
Value $2.4 Billion.

Interpool, Inc. Reports Net Income Of $106.6 Million.

Interpool, Inc. To Pay Cash Dividend On Common Stock.

January 19, 2007 Interpool, Inc.'s Special Committee Retains Legal and Financial Advisors.

January 16, 2007 Interpool, Inc. Receives Proposal From Chief Executive Officer Supported

By Other Investors To Acquire All Of Interpool's Outstanding Common
Stock.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
caused this Report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: May 8§, 2007

Dated: May 8§, 2007

10.71

ITEM 6. Exhibits

By /s/ Martin Tuchman

Martin Tuchman

Chairman of the Board, Chief Executive Officer,
President, Chief Operating Officer and

Director (Principal Executive Officer)

By /s/ James F. Walsh
James F. Walsh

Executive Vice President and
Chief Financial Officer

INDEX TO EXHIBITS

Filed with Interpool, Inc.

Quarterly Report on Form 10-Q for the Quarter Ended March 31, 2007
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99.6-

ITEM 6. Exhibits

Edgar Filing: INTERPOOL INC - Form 10-Q
Agreement and Plan of Merger, dated as of April 20, 2007 by and among Chariot Acquisition
Holding LLC, Chariot Acquisition Sub Inc. and Interpool, Inc. (incorporated by reference to
the Company's Current Report on Form 8-K filed on April 23, 2007.)
Voting Agreement, dated as of April 20, 2007 by and among Chariot Acquisition Holding
LLC and certain stockholders of Interpool, Inc. signatory thereto (incorporated by reference to
the Company s Current Report on Form 8-K filed on April 23, 2007.)
Certification of Martin Tuchman.
Certification of James F. Walsh.
Certification of Martin Tuchman.
Certification of James F. Walsh.
Press Release dated April 25, 2007
Press Release dated April 20, 2007
Press Release dated March 9, 2007
Press Release dated March 6, 2007

Press Release dated January 19, 2007

Press Release dated January 16, 2007
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