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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, that involve substantial risks and uncertainties. In addition, we, or our executive
officers on our behalf, may from time to time make forward-looking statements in reports and other documents we file
with the Securities and Exchange Commission, or SEC, or in connection with oral statements made to the press,
potential investors or others. All statements, other than statements of historical facts, including statements regarding
our strategy, future operations, future financial position, future revenues, projected costs, prospects, plans and
objectives of management are forward-looking statements. The words "expect," "estimate," "anticipate," "predict,"
"believe," "think," "plan," "will," "should," "intend," "seek," "potential" and similar expressions and variations are
intended to identify forward-looking statements, although not all forward-looking statements contain these identifying
words.
Forward-looking statements in this report are subject to a number of known and unknown risks and uncertainties that
could cause our actual results, performance or achievements to differ materially from those described in the
forward-looking statements, including, but not limited to, the risks and uncertainties described in the section entitled
"Risk Factors" in this report as well as in the other documents we file with the SEC from time to time, and such risks
and uncertainties are specifically incorporated herein by reference.
Forward-looking statements speak only as of the date the statements are made. Except as required under the federal
securities laws and rules and regulations of the SEC, we undertake no obligation to update or revise forward-looking
statements to reflect actual results, changes in assumptions or changes in other factors affecting forward-looking
information. We caution you not to unduly rely on the forward-looking statements when evaluating the information
presented in this report.
WEBSITE ACCESS TO COMPANY'S REPORTS AND CODE OF ETHICS

        Our Internet website address is http://www.talinternational.com. Our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act are available free of charge through our website as soon as reasonably
practicable after they are electronically filed with, or furnished to, the SEC.

        We have adopted a code of ethics that applies to all of our employees, officers, and directors, including our
principal executive officer and principal financial officer. The text of our code of ethics is posted within the Corporate
Governance portion of the Investors section of our website.

        Also, copies of our annual report and Code of Ethics will be made available, free of charge, upon written request
to:

TAL International Group, Inc.
100 Manhattanville Road
Purchase, New York 10577
Attn: Marc Pearlin, Vice President, General Counsel and Secretary
Telephone: (914) 251-9000

SERVICE MARKS MATTERS

        The following items referred to in this annual report are registered or unregistered service marks in the United
States and/or foreign jurisdictions pursuant to applicable intellectual property laws and are the property of TAL
International Group, Inc. and our subsidiaries: TAL®.
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PART I
ITEM 1.    BUSINESS

Our Company

        We are one of the world's largest and oldest lessors of intermodal containers and chassis. Intermodal containers
are large, standardized steel boxes used to transport freight by ship, rail or truck. Because of the handling efficiencies
they provide, intermodal containers are the primary means by which many goods and materials are shipped
internationally. Chassis are used for the transportation of containers domestically.

Business Segments

        We operate our business in one industry, intermodal transportation equipment, and have two business segments:

•
Equipment leasing-we own, lease and ultimately dispose of containers and chassis from our lease fleet, as well as
manage containers owned by third parties. The Equipment leasing segment contributed 86.6%, 88.2%, and 86.8% of
total revenues for the years ended December 31, 2013, 2012, and 2011, respectively.

•

Equipment trading-we purchase containers from shipping line customers, and other sellers of containers, and resell
these containers to container retailers and users of containers for storage or one-way shipment. The Equipment trading
segment contributed 13.4%, 11.8%, and 13.2% of total revenues for the years ended December 31, 2013, 2012, and
2011, respectively.

 Certain financial information for each of our business segments is incorporated by reference to Note 7 "Segment and
Geographical Information," to the consolidated financial statements contained in Item 15 of this report.

Equipment Leasing Segment

        Our equipment leasing operations include the acquisition, leasing, re-leasing and ultimate sale of multiple types
of intermodal transportation equipment, primarily intermodal containers. We have an extensive global presence,
offering leasing services through approximately 230 third-party container depot facilities in 40 countries as of
December 31, 2013. Our customers are among the world's largest shipping lines and include, among others, CMA
CGM, Hapag-Lloyd, Mediterranean Shipping Company, Mitsui O.S.K. Lines and NYK Line.

        We lease five types of equipment: (1) dry freight containers, which are used for general cargo such as
manufactured component parts, consumer staples, electronics and apparel, (2) refrigerated containers, which are used
for perishable items such as fresh and frozen foods, (3) special containers, which are used for heavy and oversized
cargo such as marble slabs, building products and machinery, (4) tank containers, which are used to transport bulk
liquid products such as chemicals, and (5) chassis, which are used for the transportation of containers domestically.

        We generally lease our equipment on a per diem basis to our customers under three types of leases: long-term
leases, finance leases and service leases. Long-term leases typically have initial contractual terms ranging from three
to eight years and provide us with stable cash flow and low transaction costs by requiring customers to maintain
specific units on-hire for the duration of the lease. Finance leases are typically structured as full payout leases, and
provide for a predictable recurring revenue stream with the lowest cost to the customer because customers are
generally required to retain the equipment for the duration of its useful life. Service leases command a premium per
diem rate in exchange for providing customers with a greater level of operational flexibility by allowing the pick-up
and drop-off of units during the lease term. We also have expired long-term leases whose fixed terms have ended but
for which the related units remain on-hire and for which we continue to receive rental payments pursuant to the terms
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of the initial contract. Some leases have contractual terms that have features reflective of both long-term and service
leases, and we classify such leases as either long-term or service leases, depending upon which features we believe are
more predominant.
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Our leases require lessees to maintain the equipment in good operating condition, defend and indemnify us from
liabilities relating to the equipments' contents and handling, and return the equipment to specified drop-off locations.
The following table provides a summary of our equipment leasing fleet portfolio by lease type, based on cost
equivalent units (CEUs), as of December 31, 2013:

Lease Portfolio December 31,
2013

Long-term leases 68.0 %
Finance leases 9.2
Service leases 18.0
Expired long-term leases (units on-hire) 4.8
Total 100.0 %

        As of December 31, 2013, our long-term and finance leases had an average remaining lease term of 44 months.

        The most important driver of our profitability is the extent to which leasing revenues, which are driven primarily
by our owned equipment fleet size, utilization and average rental rates, exceed our ownership and operating costs. Our
profitability is also driven by the gains or losses we realize on the sale of used containers because, in the ordinary
course of our business, we sell certain containers when they are returned to us.

Equipment Trading Segment

        Through our extensive operating network, we purchase containers from shipping line customers and other sellers
of containers and resell these containers to container retailers and users of containers for storage and one-way
shipments. Over the last five years, we have sold an average of approximately 29,000 twenty-foot equivalent units
(TEUs) per year of containers purchased for resale.

        Total revenues for the equipment trading segment are primarily made up of equipment trading revenues, which
represents the proceeds from sales of trading equipment. The profitability of this segment is largely driven by the
volume of units purchased and sold, our per-unit selling margin, and our direct operating and administrative expenses.

Industry Overview

        Intermodal containers provide a secure and cost-effective method of transporting raw materials, component parts
and finished goods because they can be used in multiple modes of transport. By making it possible to move cargo
from a point of origin to a final destination without repeated unpacking and repacking, containers reduce freight and
labor costs. In addition, automated handling of containers permits faster loading and unloading of vessels, more
efficient utilization of transportation equipment and reduced transit time. The protection provided by sealed containers
also reduces cargo damage and the loss and theft of goods during shipment.

        Over the last twenty-five years, containerized trade has grown at a rate greater than that of general worldwide
economic growth. According to Clarkson Research Studies ("Clarkson"), worldwide containerized cargo volume
increased at a compound annual growth rate ("CAGR") of 8.8% from 1989 to 2013. We believe that this high
historical growth was due to several factors, including the shift in global manufacturing capacity to lower labor cost
areas such as China and India, the continued integration of developing high growth economies into global trade
patterns and the continued conversion of cargo from bulk shipping into containers. However, global trade growth has
been lower over the last few years, averaging 3.8% CAGR from 2010 to 2013, due to weak economic growth in many
developed countries.
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        Container leasing firms maintain inventories of new and used containers in a wide range of worldwide locations
and supply these containers primarily to shipping line customers under a variety of short and long-term lease
structures. Based on container fleet information reported by Drewry Maritime Research, we estimate that container
lessors owned approximately 15.9 million TEUs, or approximately 46% of the total worldwide container fleet of 34.4
million TEUs, as of the end of 2013.

        Leasing containers helps shipping lines improve their overall container fleet efficiency and provides the shipping
lines with an alternative source of equipment financing. Given the uncertainty and variability of export volumes, and
the fact that shipping lines have difficulty in accurately forecasting their container requirements on a day-by-day,
port-by-port basis, the availability of containers for lease on short notice reduces a shipping line's need to purchase
and maintain larger container
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inventory buffers. In addition, the drop-off flexibility provided by operating leases also allows the shipping lines to
adjust their container fleet sizes and the mix of container types in their fleets both seasonally and over time and helps
to balance trade flows. Leasing containers also provides shipping lines with an additional source of funding to help
them manage a high-growth, asset intensive business.

Spot leasing rates are typically a function of, among other things, new equipment prices (which are heavily influenced
by steel prices), interest rates and the equipment supply and demand balance at a particular time and location. Average
leasing rates on an entire portfolio of leases respond more gradually to changes in new equipment prices or changes in
the balance of container supply and demand because lease agreements are generally only re-priced upon the expiration
of the lease. In addition, the value that lessors receive upon resale of equipment is closely related to the cost of new
equipment.

Operations

        We operate our business through 17 offices worldwide located in 11 different countries as of December 31, 2013.
Our field operations include a global sales force, a global container operations group, an equipment resale group, and
a logistics services group. Our headquarters are located in Purchase, New York, USA.

Our Equipment

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

        Our fleet consists of five types of equipment:

•

Dry Containers.  A dry container is essentially a steel constructed box with a set of doors on one end. Dry containers
come in lengths of 20, 40 or 45 feet. They are 8 feet wide, and either 8½ or 9½ feet tall. Dry containers are the least
expensive and most widely used type of intermodal container and are used to carry general cargo such as
manufactured component parts, consumer staples, electronics and apparel.

•
Refrigerated Containers.  Refrigerated containers include an integrated cooling machine and an insulated container,
come in lengths of 20 or 40 feet, are 8 feet wide, and are either 8½ or 9½ feet tall. These containers are typically used
to carry perishable cargo such as fresh and frozen produce.

•

Special Containers.  Most of our special containers are open top and flat rack containers. Open top containers come in
similar sizes as dry containers, but do not have a fixed roof. Flat rack containers come in varying sizes and are steel
platforms with folding ends and no fixed sides. Open top and flat rack containers are generally used to move heavy or
bulky cargos, such as marble slabs, steel coils or factory components, that cannot be easily loaded on a fork lift
through the doors of a standard container.

•Tank Containers.  Tank containers are stainless steel cylindrical tanks enclosed in rectangular steel frames with the
same outside dimensions as 20 foot dry containers. They carry bulk liquids such as chemicals.

•Chassis.  An intermodal chassis is a rectangular, wheeled steel frame, generally 23½, 40 or 45 feet in length, built
specifically for the purpose of transporting intermodal containers domestically. Longer sized chassis, designed solely
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to accommodate domestic containers, can be up to 53 feet in length. Once mounted, the chassis and container are the
functional equivalent of a trailer. When mounted on a chassis, the container may be trucked either to its destination or
to a railroad terminal for loading onto a rail car. Our chassis are primarily used in the United States.

Our Leases

        Most of our revenues are derived from leasing our equipment fleet to our core shipping line customers. The
majority of our leases are structured as operating leases, though we also provide customers with finance leases.
Regardless of lease type, we seek to exceed our targeted return on our investments over the life cycle of the equipment
by managing utilization, lease rates, and the used equipment sale process.
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  Our lease products provide numerous operational and financial benefits to our shipping line customers. These
benefits include:

•
Operating Flexibility.  The timing, location and daily volume of cargo movements for a shipping line are often
unpredictable. Leasing containers and chassis helps the shipping lines manage this uncertainty and minimizes the
requirement for large inventory buffers by allowing them to pick-up leased equipment on short notice.

•
Fleet Size and Mix Flexibility.  The drop-off flexibility included in container and chassis operating leases allows
shipping lines to more quickly adjust the size of their fleets and the mix of container types in their fleets as their trade
volumes and patterns change due to seasonality, market changes or changes in company strategies.

•
Alternative Source of Financing.  Container and chassis leases provide an additional source of equipment financing to
help shipping lines manage the high level of investment required to maintain pace with the rapid growth of the asset
intensive container shipping industry.

        Operating Leases.    Operating leases are structured to allow customers flexibility to pick-up equipment on short
notice and to drop-off equipment prior to the end of its useful life. Because of this flexibility, most of our containers
and chassis will go through several pick-up and drop-off cycles. Our operating lease contracts specify a per diem rate
for equipment on-hire, where and when such equipment can be returned, how the customer will be charged for
damage and the charge for lost or destroyed equipment, among other things.

        We categorize our operating leases as either long-term leases or service leases. Some leases have contractual
terms that have features reflective of both long-term and service leases. We classify such leases as either long-term or
service leases, depending upon which features we believe are predominant. Long-term leases typically have initial
contractual terms ranging from three to eight years with an average term of approximately five years at lease
inception. Our long-term leases require our customers to maintain specific units on-hire for the duration of the lease
term, and they provide us with predictable recurring cash flow. As of December 31, 2013, 68.0% of our on-hire
containers and chassis were under long-term operating leases.

        We also have expired long-term leases whose fixed terms have ended but for which the related units remain
on-hire and for which we continue to receive rental payments pursuant to the terms of the initial contract. As of
December 31, 2013, 4.8% of our on-hire containers and chassis were on long-term leases whose fixed terms have
expired but for which the related units remain on-hire and for which we continue to receive rental payments.

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

        Service leases allow our customers to pick-up and drop-off equipment during the term of the lease, subject to
contractual limitations. Service leases provide the customer with a higher level of flexibility than term leases and, as a
result, typically carry a higher per diem rate. The terms of our service leases can range from twelve months to five
years, though, because equipment can be returned during the term of a service lease and since service leases are
generally renewed or modified and extended upon expiration, lease term does not dictate expected on-hire time for our
equipment on service leases. As of December 31, 2013, 18.0% of our on-hire containers and chassis were under
service leases and this equipment has been on-hire for an average of 33 months.

        Finance Leases.    Finance leases provide our customers with an alternative method to finance their equipment
acquisitions. Finance leases typically have lease terms ranging from five to ten years. Finance leases are generally
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structured for specific quantities of equipment, generally require the customer to keep the equipment on-hire for its
remaining useful life, and typically provide the customer with a purchase option at the end of the lease term. As of
December 31, 2013, approximately 9.2% of our on-hire containers and chassis were under finance leases.

        As of December 31, 2013, our long-term and finance leases had an average remaining duration of 44 months,
assuming no leases are renewed. However, we believe that many of our customers will renew operating leases for
equipment that is less than sale age at the expiration of the lease. In addition, our equipment on operating leases
typically remains on-hire at the contractual per diem rate for an additional six to twelve months beyond the end of the
contractual lease term due to the logistical requirements of our customers having to return the containers and chassis
to specific drop-off locations.
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Lease Documentation.    In general, our lease agreements consist of two basic elements, a master lease agreement and
a lease addendum. Lease addenda typically contain the business terms (including daily rate, term duration and
drop-off schedule, among other things) for specific leasing transactions, while master lease agreements typically
outline the general rights and obligations of the lessor and lessee under all of the lease addenda covered by the master
lease agreement (lease addenda will specify the master lease agreement that governs the addenda). For most
customers, we have a small number of master lease agreements (often one) and a large number of lease addenda.

        Our master lease agreements generally require the lessees to pay rentals, depot charges, taxes and other charges
when due, to maintain the equipment in good condition, to return the equipment in accordance with the return
condition set forth in the master lease agreement, to use the equipment in compliance with all federal, state, local and
foreign laws, and to pay us for the value of the equipment as determined by us if the equipment is lost or destroyed.
The default clause gives us certain legal remedies in the event that the lessee is in breach of the lease.

        The master lease agreements usually contain an exclusion of warranties clause and require lessees to defend and
indemnify us in most instances from third-party claims arising out of the lessee's use, operation, possession or lease of
the equipment. Lessees are generally required to maintain all risks physical damage insurance, comprehensive general
liability insurance and to indemnify us against loss. We also maintain our own off-hire physical damage insurance to
cover our equipment when it is not on-hire to lessees and third-party liability insurance for both on-hire and off-hire
equipment. Nevertheless, such insurance or indemnities may not fully protect us against damages arising from the use
of our containers.

Logistics Management, Re-leasing, Depot Management and Equipment Disposals

        We believe that managing the period after our equipments' first lease is the most important aspect of our
business. Successful management of this period requires disciplined logistics management, extensive re-lease
capability, careful cost control and effective sales of used equipment.

        Logistics Management.    Since the late 1990's, the shipping industry has been characterized by large regional
trade imbalances, with loaded containers generally flowing from export oriented economies in Asia to North America
and Western Europe. Because of these trade imbalances, shipping lines have an incentive to return leased containers in
North America and Europe to reduce the cost of empty container backhaul. TAL attempts to mitigate the risk of these
unbalanced trade flows by maintaining a large portion of our fleet on long-term and finance leases and by
contractually restricting the ability of our customers to return containers outside of Asian demand locations.

        In addition, TAL attempts to minimize the costs of any container imbalances by finding local users in surplus
locations and by moving empty containers as cheaply as possible. While we believe we manage our logistics risks and
costs effectively, logistical risk remains an important element of our business due to competitive pressures, changing
trade patterns and other market factors and uncertainties.

        Re-Leasing.    Since our operating leases allow customers to return containers and chassis, we typically are
required to place containers and chassis on several leases during their useful lives. Initial lease transactions for new
containers and chassis can usually be generated with a limited sales and customer service infrastructure because initial
leases for new containers and chassis typically cover large volumes of units and are fairly standardized transactions.
Used equipment, on the other hand, is typically leased out in small transactions that are structured to accommodate
pick-ups and returns in a variety of locations. As a result, leasing companies benefit from having a large number of
customers and maintaining a high level of operating contact with these customers.

        Depot Management.    As of December 31, 2013, we managed our equipment fleet through approximately 230
third-party owned and operated depot facilities located in 40 countries. Depot facilities are generally responsible for
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repairing our containers and chassis when they are returned by lessees and for storing the equipment while it is
off-hire. We have a worldwide operations group that is responsible for managing our depot contracts and they also
regularly visit the depot facilities to conduct inventory and repair audits. We also supplement our internal operations
group with the use of independent inspection agents.

        We are in constant communication with our depot partners through the use of electronic data interchange, or EDI.
Our depots gather and prepare all information related to the activity of our equipment at their facilities and transmit
the information via EDI and the Internet to us. The information we receive from our depots updates our fully
integrated container fleet management and tracking system.
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  Most of the depot agency agreements follow a standard form and generally provide that the depot will be liable for
loss or damage of equipment and, in the event of loss or damage, will pay us the previously agreed loss value of the
applicable equipment. The agreements require the depots to maintain insurance against equipment loss or damage and
we carry insurance to cover the risk that the depots' insurance proves insufficient.

        Our container repair standards and processes are generally managed in accordance with standards and procedures
specified by the Institute of International Container Lessors (IICL). The IICL establishes and documents the
acceptable interchange condition for containers and the repair procedures required to return damaged containers to the
acceptable interchange condition. At the time that containers are returned by lessees, the depot arranges an inspection
of the containers to assess the repairs required to return the containers to acceptable IICL condition. This inspection
process also splits the damage into two components, customer damage and normal wear and tear. Items typically
designated as customer damage include dents in the container and debris left in the container, while items such as rust
are typically designated as normal wear and tear.

        Our leases are generally structured so that the lessee is responsible for the customer damage portion of the repair
costs, and customers are billed for damages at the time the equipment is returned. We sometimes offer our customers a
repair service program whereby we, for an additional payment by the lessee (in the form of a higher per-diem rate or a
flat fee at off-hire), assume financial responsibility for all or a portion of the cost of repairs upon return of the
equipment (but not of total loss of the equipment), up to a pre-negotiated amount.

        Equipment Disposals.    Our in-house equipment sales group has a worldwide team of specialists that manage the
sale process for our used containers and chassis from our lease fleet. We generally sell to portable storage companies,
freight forwarders (who often use the containers for one-way trips) and other purchasers of used containers. We
believe we are one of the world's largest sellers of used containers.

        We have sold approximately 81,000

Edgar Filing: TAL International Group, Inc. - Form 10-K

16


