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PART I—FINANCIAL INFORMATION

 
ITEM 1.    FINANCIAL STATEMENTS
 

McGRATH RENTCORP
CONSOLIDATED STATEMENTS OF INCOME

(unaudited)
 

 
  

Three Months Ended
March 31,

 

(in thousands, except per share amounts)   

2003

   

2002

 
REVENUES           

Rental   $18,441   $21,292 
Rental Related Services    3,547    3,971 

     
Rental Operations    21,988    25,263 

Sales    5,277    6,145 
Other    196    356 

     
Total Revenues    27,461    31,764 

     

COSTS AND EXPENSES           

Direct Costs of Rental Operations           

Depreciation of Rental Equipment    3,115    5,368 
Rental Related Services    2,161    2,231 
Impairment of Rental Equipment    —      11,887 
Other    4,413    4,928 

     
Total Direct Costs of Rental Operations    9,689    24,414 

Costs of Sales    3,684    4,271 
     



Total Costs    13,373    28,685 
     

Gross Margin    14,088    3,079 
Selling and Administrative    5,340    5,979 

     
Income (Loss) from Operations    8,748    (2,900)

Interest    690    1,147 
     

Income (Loss) Before Provision for Income Taxes    8,058    (4,047)
Provision (Benefit) for Income Taxes    3,215    (1,611)

     
Income (Loss) Before Minority Interest    4,843    (2,436)

Minority Interest in Income (Loss) of Subsidiary    (46)   (70)
     

Net Income (Loss)   $ 4,889   $ (2,366)
     

Earnings (Loss) Per Share:           

Basic   $ 0.40   $ (0.19)
Diluted   $ 0.40   $ (0.19)

Shares Used in Per Share Calculation:           

Basic    12,261    12,427 
Diluted    12,350    12,674 

 
The accompanying notes are an integral part of these consolidated financial statements.
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McGRATH RENTCORP

CONSOLIDATED BALANCE SHEETS
 

  

March 31,

   

December 31,

 

(in thousands)   

2003

   

2002

 
   (unaudited)      
ASSETS           

Cash   $ 4   $ 4 
Accounts Receivable, net of allowance for doubtful

Accounts of $850 in 2003 and $1,000 in 2002    27,020    33,249 

Rental Equipment, at cost:           

Relocatable Modular Buildings    287,147    285,901 
Electronic Test Instruments    37,801    39,786 

     
    324,948    325,687 

Less Accumulated Depreciation    (104,789)   (103,788)
     

Rental Equipment, net    220,159    221,899 
     

Property, Plant and Equipment, net    48,154    48,379 
Prepaid Expenses and Other Assets    9,436    9,603 
     

Total Assets   $ 304,773   $ 313,134 
     

LIABILITIES AND SHAREHOLDERS’ EQUITY           

Liabilities:           

Notes Payable   $ 58,698   $ 55,523 
Accounts Payable and Accrued Liabilities    27,581    29,889 
Deferred Income    13,500    17,337 
Minority Interest in Subsidiary    2,674    3,107 
Deferred Income Taxes, net    70,937    68,259 

     
Total Liabilities    173,390    174,115 

     

Shareholders’ Equity:           

Common Stock, no par value—            

Authorized—40,000 shares           

Outstanding—12,033 shares in 2003 and
12,490 shares in 2002    15,803    16,320 

Retained Earnings    115,580    122,699 
     

Total Shareholders’ Equity    131,383    139,019 



     
Total Liabilities and Shareholders’ Equity   $ 304,773   $ 313,134 

     
 
The accompanying notes are an integral part of these consolidated financial statements.
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McGRATH RENTCORP

CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

 

 
  

Three Months Ended March
31,

 

(in thousands)   

2003

   

2002

 
CASH FLOWS FROM OPERATING ACTIVITIES:           

Net Income (Loss)   $ 4,889   $ (2,366)
Adjustments to Reconcile Net Income (Loss) to Net Cash Provided by Operating Activities:           

Depreciation and Amortization    3,610    5,883 
Impairment of Rental Equipment    —      11,887 
Provision for Doubtful Accounts    8    132 
Gain on Sale of Rental Equipment    (1,279)   (1,771)
Change In:           

Accounts Receivable    6,221    4,795 
Prepaid Expenses and Other Assets    167    (417)
Accounts Payable and Accrued Liabilities    (2,899)   675 
Deferred Income    (3,837)   (3,029)
Deferred Income Taxes    2,678    (2,182)

     
Net Cash Provided by Operating Activities    9,558    13,607 

     

CASH FLOW FROM INVESTING ACTIVITIES:           

Purchase of Rental Equipment    (3,654)   (7,027)
Purchase of Property, Plant and Equipment    (271)   (67)
Proceeds from Sale of Rental Equipment    3,558    5,195 

     
Net Cash Used in Investing Activities    (367)   (1,899)

     

CASH FLOW FROM FINANCING ACTIVITIES:           

Net Borrowings (Repayments) Under Bank Lines of Credit    3,175    (11,883)
Proceeds from the Exercise of Stock Options    90    2,156 
Repurchase of Common Stock    (10,207)   —   
Payment of Dividends    (2,249)   (1,981)

     
Net Cash Used in Financing Activities    (9,191)   (11,708)

     

Net Increase (Decrease) in Cash    —      —   
Cash Balance, Beginning of Period    4    4 
     
Cash Balance, End of Period   $ 4   $ 4 
     

Interest Paid During the Period   $ 1,068   $ 1,687 
     
Income Taxes Paid During the Period   $ 536   $ 572 
     
Dividends Declared but not yet Paid   $ 2,407   $ 1,996 
     
 
The accompanying notes are an integral part of these consolidated financial statements.
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McGRATH RENTCORP

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2003

 
NOTE 1.    CONSOLIDATED FINANCIAL INFORMATION
 



The consolidated financial information for the three months ended March 31, 2003 has not been audited, but in the opinion of management, all adjustments
(consisting of only normal recurring accruals, consolidation and eliminating entries) necessary for the fair presentation of the consolidated results of operations,
financial position, and cash flows of McGrath RentCorp (the “Company”) have been made. The consolidated results of the three months ended March 31, 2003
should not be considered as necessarily indicative of the consolidated results for the entire year. It is suggested that these consolidated financial statements be read
in conjunction with the financial statements and notes thereto included in the Company’s latest Form 10-K.
 
NOTE 2.    STOCK OPTIONS
 The Company accounts for stock-based compensation plans in accordance with Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for
Stock Issued to Employees,” under which compensation cost is recorded as the difference between the fair value and the exercise price at the date of grant, and is
recorded on a straight-line basis over the vesting period of the underlying options. The Company has adopted the disclosure only provisions of Statement of
Financial Standards (“SFAS”) No. 123, “Accounting for Stock Based Compensation”. No compensation expense has been recognized in the accompanying
financial statements as the option terms are fixed and the exercise price equals the market price of the underlying stock on the date of grant for all options granted
by the Company.
 

Had compensation cost for the stock-based compensation plans been determined based upon the fair value at grant dates for awards under those plans
consistent with the method prescribed by SFAS 123, net income would have been reduced to the pro forma amounts indicated below:
 

(in thousands, except per share amounts)   

Three Months Ended March 31,

 

 
  

2003

  

2002

 
Net Income (Loss), as reported   $ 4,889  $ (2,366)
Pro Forma Net Income (Loss)    4,799   (2,494)
Earnings (Loss) Per Share:          

Basic – as reported   $ 0.40  $ (0.19)
Basic – pro forma    0.39   (0.20)
Diluted – as reported   $ 0.40  $ (0.19)
Diluted – pro forma    0.39   (0.20)

 
The fair value of each option granted was estimated on the date of the grant using the Black-Scholes option-pricing model using the following assumptions:

 

 
  

Three Months Ended March 31,

 

 
  

2003

   

2002

 
Risk-free interest rates   3.6%   3.8%
Expected dividend yields   3.5%   3.1%
Expected volatility   35.7%   36.7%
Expected option life (in years)   7.5   7.5 
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The fair values of the options granted as of March 31, 2003 and 2002 were $2.5 million and $1.7 million, respectively. The weighted average fair value of

grants was $6.77 during the three months ended March 31, 2003.
 
NOTE 3.    EARNINGS PER SHARE
 Basic earnings per share (“EPS”) is computed as net income divided by the weighted average number of shares of common stock outstanding for the
period. Diluted EPS is computed as net income divided by the weighted average number of shares outstanding of common stock and common stock equivalents
for the period, including the dilutive effects of stock options and other potentially dilutive securities. Common stock equivalents result from dilutive stock options
computed using the treasury stock method and the average share price for the reported period. The weighted average number of dilutive options outstanding for
the three months ended March 31, 2003 and 2002 were 88,912 and 247,056, respectively. As of March 31, 2003, stock options to purchase 197,000 shares of the
Company’s common stock were not included in the computation of diluted EPS because the exercise price exceeded the average market price for the quarter and
the effect would have been anti-dilutive.
 
NOTE 4.    IMPAIRMENT
 In 2002, the Company’s RenTelco segment recorded a noncash impairment charge of $24.1 million, which primarily reduced the net carrying value of its
communications equipment. Of this amount, $11.9 million was recorded during the three months ended March 31, 2002 and resulted from the depressed and low
projected demand for RenTelco’s rental products coupled with high inventory levels, particularly communications equipment. RenTelco’s business activity levels
are directly attributable to the continued broad-based weakness in the telecommunications industry. Worsening market demand for the Company’s
communications equipment caused an additional $12.2 million impairment charge to be recorded for the three months ended June 30, 2002. Since June 30, 2002,
there have been no impairment charges recorded. As of March 31, 2003, the carrying value of communications equipment was $7.4 million of which $0.3 million
is classified as held for sale and included in “Rental Equipment, at cost: Electronics Test Instruments” on the Consolidated Balance Sheets. There can be no
assurance that future impairment charges on RenTelco’s remaining equipment will not occur.
 
NOTE 5.    BUSINESS SEGMENTS
 The Company defines its business segments based on the nature of operations for the purpose of reporting under SFAS 131, “Disclosures about Segments
of an Enterprise and Related Information”. The Company’s three reportable segments are Mobile Modular Management Corporation (Modulars), RenTelco
(Electronics), and Enviroplex. The operations and accounting policies of these three segments are described in Notes 1 and 2 of the consolidated financial
statements included in the Company’s latest Form 10-K. The Corporate segment in the table below is for the items related to the terminated merger with Tyco
International which were not specifically allocated to a reportable segment. As a separate corporate entity, Enviroplex revenues and expenses are separately
maintained from Modulars and Electronics. Excluding interest expense, allocations of revenues and expenses not directly associated with Modulars or Electronics
are generally allocated to these segments based on their pro-rata share of direct revenues. Interest expense is allocated between Modulars and Electronics based
on their pro-rata share of average rental equipment, accounts receivable, deferred income and customer security deposits. The Company does not report total
assets by business segment. Summarized financial information for the three months ended March 31, 2003 and 2002 for the Company’s reportable segments is
shown in the following table:
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(in thousands)   

Modulars

   

Electronics

   

Enviroplex

   

Corporate1

   

Consolidated

 
Three Months Ended March 31, 2003                     
Rental Revenues   $ 15,703   $ 2,738   $ —     $ —     $ 18,441 
Rental Related Services Revenues    3,427    120    —      —      3,547 
Sales and Other Revenues    2,582    2,063    828    —      5,473 
Total Revenues    21,712    4,921    828    —      27,461 
Depreciation of Rental Equipment    1,740    1,375    —      —      3,115 
Impairment of Rental Equipment    —      —      —      —      —   
Interest Expense (Income) Allocation    652    96    (58)   —      690 
Income (Loss) before Provision for Income Taxes    7,840    600    (382)   —      8,058 
Rental Equipment Acquisitions    2,897    757    —      —      3,654 
Accounts Receivable, net (period end)    21,535    3,475    2,010    —      27,020 
Rental Equipment, at cost (period end)    287,147    37,801    —      —      324,948 
Rental Equipment, net book value (period end)    200,766    19,393    —      —      220,159 
Utilization (period end) 2    82.9%   44.2%               

Average Utilization 2    83.8%   42.8%               

2002                     
Rental Revenues   $ 16,327   $ 4,965   $ —     $ —     $ 21,292 
Rental Related Services Revenues    3,817    154    —      —      3,971 
Sales and Other Revenues    3,442    2,699    360    —      6,501 
Total Revenues    23,586    7,818    360    —      31,764 
Depreciation of Rental Equipment    1,755    3,613    —      —      5,368 
Impairment of Rental Equipment    —      11,887    —      —      11,887 
Interest Expense (Income) Allocation    912    293    (58)   —      1,147 
Income (Loss) before Provision for Income Taxes    8,850    (11,913)    (565)   (419)   (4,047)
Rental Equipment Acquisitions    6,523    504    —      —      7,027 
Accounts Receivable, net (period end)    22,834    7,186    1,949    —      31,969 
Rental Equipment, at cost (period end)    284,733    64,754    —      —      349,487 
Rental Equipment, net book value (period end)    200,876    40,994    —      —      241,870 
Utilization (period end) 2    85.8%   37.2%               

Average Utilization 2    85.9%   34.7%               

 1  Corporate includes the impact of nonrecurring merger related items in 2002 of $419,000, which are not allocated to a specific segment.

 
2  Utilization is calculated each month by dividing the cost of rental equipment on rent by the total cost of rental equipment excluding new equipment

inventory and accessory equipment. The average utilization for the period is calculated using the average costs of rental equipment.
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ITEM 2.    MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 This Quarterly Report on Form 10-Q contains statements, which constitute “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995 and are subject to a number of risks and uncertainties. All statements, other than statements of historical facts included in this
Quarterly Report on Form 10-Q regarding the Company’s business strategy, future operations, financial position, estimated revenues or losses, projected costs,
prospects, plans and objectives are forward-looking statements. These statements appear in a number of places and can be identified by the use of forward-
looking terminology such as “believes”, “expects”, “may”, “estimates”, “will”, “should”, “plans” or “anticipates” or the negative thereof or other variations
thereon or comparable terminology, or by discussions of strategy. All forward-looking statements speak only as of the date of this Quarterly Report on Form 10-
Q. Readers should not place undue reliance on these forward-looking statements and are cautioned that any such forward-looking statements are not guarantees
of future performance. Actual results may vary materially from those in the forward-looking statements as a result of various factors. These factors include: the
effectiveness of management’s strategies and decisions; general economic and business conditions and in particular the continuing weakness in the
telecommunications industry; new or modified statutory or regulatory requirements relating to the Company’s modular operations; changing prices and market
conditions; additional impairment charges on the Company’s equipment; and fluctuations in the Company’s rentals and sales of modular or telecommunications
equipment. This report identifies other factors that could cause such differences. No assurance can be given that these are all of the factors that could cause
actual results to vary materially from the forward-looking statements.
 
Three Months Ended March 31, 2003 and 2002
 The Company’s RenTelco division continues to be affected by the severe and prolonged broad-based weakness in the telecommunications industry, which
has significantly impacted the Company’s overall results for the quarter. RenTelco’s rental revenue levels have declined 45% from $5.0 million in first quarter
2002 to $2.7 million in first quarter 2003. In 2002, the Company’s RenTelco segment recorded a noncash impairment charge of $24.1 million. Of this amount,
$11.9 million was recorded during the three months ended March 31, 2002 and resulted from the depressed and low projected demand for RenTelco’s rental
products coupled with high inventory levels, particularly communications equipment. Worsening market demand for the Company’s communications equipment
caused an additional $12.2 million impairment charge to be recorded for the three months ended June 30, 2002. In conjunction with these write-downs, equipment
with an adjusted value of $1.9 million was classified as held for sale and was no longer depreciated. Since June 30, 2002, there have been no impairment charges
recorded. RenTelco’s pre-tax contribution increased from a pre-tax loss of $11.9 million in the first quarter 2002, which included the impairment charge noted
above, to pre-tax income of $0.6 million in the first quarter 2003, resulting from the sale of underutilized equipment. The $24.1 million in impairment charges
primarily reduced the net carrying value of RenTelco’s communications equipment. At March 31, 2003, RenTelco’s communications equipment had a carrying
value of $7.4 million representing 35% of the electronics inventory, and includes the remaining equipment held for sale of $0.3 million. There can be no
assurance that future impairment charges on RenTelco’s remaining equipment will not occur.
 

Looking forward to the foreseeable future, the Company expects RenTelco’s business activity levels to be low until such time as the telecommunications
industry recovers. While management has limited visibility as to when the recovery in this sector will occur, management believes that adjusted equipment and
overhead expense levels will meet demand in the near term, and positions RenTelco to increase its earnings contribution upon the recovery of the
telecommunications industry. However, there can be no assurance as to the success of RenTelco’s operations and financial results in connection with any such
recovery. If business levels were to decline further, the Company is subject to the risk that additional equipment may become impaired which would adversely



impact the Company’s future reported results. The Company will continue to sell rental equipment determined to be in excess of the required levels to meet
projected customer rental demand. There can be no assurance that the Company will be successful in these efforts.
 

Rental revenues for the three months ended March 31, 2003 decreased $2.8 million (13%) from the comparative period in 2002 with Mobile Modular’s
(MMMC) decreasing $0.6 million (4%) and RenTelco decreasing $2.2 million (45%). MMMC rental revenues decreased primarily due to equipment returns
during the last two quarters, while RenTelco rental revenues declined due to continued broad-based weakness in the telecommunications industry. For MMMC,
modular utilization, or the cost of rental equipment on rent divided by the total cost of rental
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equipment excluding new equipment not previously rented and accessory equipment, as of March 31, 2003 and 2002 was 82.9% and 85.8%, respectively. For the
three months ended March 31, 2003, modular average equipment on rent, valued at cost, declined slightly compared to the year earlier period. Average utilization
for modulars for the quarter ended March 31, 2003, decreased from 85.9% in 2002 to 83.8% in 2003 and was the primary factor for the decline in the average
monthly yield from 2.00% in 2002 to 1.88% in 2003. Average monthly yield is calculated as rental revenues for the quarter divided by the average rental
equipment divided by three and can be impacted by equipment utilization and rental rates of equipment on rent. For RenTelco, electronics utilization as of March
31, 2003 and 2002 was 44.2% and 37.2%, respectively. For the three months ended March 31, 2003, electronics average equipment on rent, valued at cost and
adjusted for the equipment write-downs occurring in 2002, decreased by $13.3 million compared to the year earlier period as demand continues to be weak for
this short-term rental product. For the quarter ended March 31, 2003, average utilization for electronics increased from 34.7% in 2002 to 42.8% in 2003 with the
average monthly yield increasing from 1.9% in 2002 to 2.4% in 2003, both increasing primarily as a result of the 2002 equipment write-downs.
 

Depreciation of rental equipment for the three months ended March 31, 2003 decreased $2.3 million (42%) from the comparative period in 2002 primarily
due primarily to the RenTelco equipment write-downs, which classified some equipment as non-depreciable equipment held for sale and lowered the monthly
depreciation expense on written down rental equipment. These decreases to depreciation expense were offset in part by depreciation related to rental equipment
additions. For MMMC, for the three months ended March 31, 2003, depreciation expense as a percentage of rental revenues remained consistent with the prior
year’s period at 11%. For RenTelco, the effect of 62% lower depreciation expense and 45% lower rental revenues for the first quarter 2003 as compared to first
quarter 2002, resulted in a decrease in depreciation expense as a percentage of revenues from 73% in 2002 to 50% in 2003.
 

Other direct costs of rental operations for the three months ended March 31, 2003 decreased $0.5 million (10%) over last year’s comparable period due
primarily to significantly reducing MMMC’s utilization of higher priced subcontractors for maintenance and repairs of its modular equipment. For the three
months ended March 31, 2003, consolidated gross margin percentage on rents increased from a negative margin of 4.2% in 2002, which included RenTelco’s
$11.9 million impairment charge, to 59.2% in 2003.
 

Rental related services revenues for the three months ended March 31, 2003 decreased $0.4 million (11%) from the comparative period in 2002. These
revenues are primarily associated with modulars and consist of services negotiated as an integral part of the lease, which are recognized on a straight-line basis
over the term of the lease. The $0.4 million revenue decrease resulted from the change in mix of all leases and the associated rental related service revenues
within term at March 31, 2003 as compared to the prior year period. Gross margin percentage on these services for the three months ended March 31 decreased
from 43.8% in 2002 to 39.1% in 2003.
 

Sales for the three months ended March 31, 2003 decreased $0.9 million (14%) from the comparable period in 2002 as a result of lower sales volume by
RenTelco and MMMC offset by increased sales at Enviroplex. Sales continue to occur routinely as a normal part of the Company’s rental business; however,
these sales can fluctuate from quarter to quarter and year to year depending on customer requirements and funding. Consolidated gross margin percentage on
sales for the three months ended March 31 remained consistent between years at 30.2% in 2003 compared to 30.5% in 2002.
 

Enviroplex’s backlog of orders as of March 31, 2003 and 2002 was $12.2 million and $9.4 million, respectively. Typically, in the California classroom
market, booking activity for the first half of the year provides the most meaningful information towards determining order levels to be produced for the entire
year. (Backlog is not significant in MMMC’s modular business or in RenTelco’s electronic business.)
 

Selling and administrative expenses for the three months ended March 31, 2003 decreased $0.6 million (11%) from the comparable 2002 period. The
decrease is due primarily to reductions in personnel and benefit costs of $0.2 million and expenses incurred in 2002 related to the terminated merger with Tyco
International of $0.4 million.
 

Interest expense for the three months ended March 31, 2003 decreased $0.5 million (40%) from the first quarter 2002 as a result of 35% lower debt levels
and 7% lower average interest rates from the comparative prior year period.
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Income before provision for taxes for the three months ended March 31, 2003 increased $12.1 million from the comparable quarter in 2002. Net income for

the first quarter 2003 increased $7.3 million from a net loss of $2.3 million or, a $0.19 loss per share, to net income of $4.9 million or, $0.40 per share. For
comparability, excluding impairment and merger expenses, first quarter net income would have decreased 4% from $5.1 million or $0.39 per share in 2002 to
$4.9 million or $0.40 per share in 2003 with fewer shares outstanding.
 
Liquidity and Capital Resources
 This section contains statements that constitute “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.
See the statement at the beginning of this Item for cautionary information with respect to such forward-looking statements.
 

The Company’s cash flow from operations plus the proceeds from the sale of rental equipment decreased $5.7 million (30%) for the three months ended
March 31, 2003 from $18.8 million in 2002 to $13.1 million in 2003. The total cash available from operations and sale proceeds for the three-month period
declined primarily as a result of lower earnings before impairment, depreciation and amortization expense, lower sale proceeds and net changes in the accounts
receivable and accounts payable. During 2003, the primary uses of cash have been to repurchase $10.2 million of the Company’s common stock, purchase $3.7
million of additional rental equipment to satisfy customer requirements and pay dividends of $2.2 million to the Company’s shareholders with debt increasing
$3.2 million.
 

The Company had total liabilities to equity ratios of 1.32 to 1 and 1.25 to 1 as of March 31, 2003 and December 31, 2002, respectively. The debt (notes
payable) to equity ratios were 0.45 to 1 and 0.40 to 1 as of March 31, 2003 and December 31, 2002, respectively. Both ratios have increased since December 31,
2002 primarily as a result of the stock repurchase of $10.2 million during the first quarter of 2003. The Company’s credit facility related to its cash management
services facilitate automatic borrowings and repayments with the bank on a daily basis depending on the Company’s cash position and allows the Company to
maintain minimal cash balances. At March 31, 2003, the Company had unsecured lines of credit which expire June 30, 2004 that permit it to borrow up to $125.0
million of which $34.7 million was outstanding and included on the Balance Sheet in Notes Payable.



 
The Company has made purchases of shares of its common stock from time to time in the over-the-counter market (NASDAQ) and/or through privately

negotiated, large block transactions under an authorization of the Board of Directors. Shares repurchased by the Company are cancelled and returned to the status
of authorized but unissued stock. During the three months ended March 31, 2003, the Company repurchased 462,900 shares of its outstanding common stock for
an aggregate purchase price of $10.2 million (or an average price of $22.05 per share). As of April 30, 2003, 1,000,000 shares remain authorized for repurchase.
 

The Company believes that its needs for working capital and capital expenditures through 2003 will be adequately met by cash flow and bank borrowings.
 
ITEM 3.    MARKET RISK
 The Company currently has no material derivative financial instruments that expose the Company to significant market risk. The Company is exposed to
cash flow and fair value risk due to changes in interest rates with respect to its notes payable. The Company believes that the carrying amounts for cash, accounts
receivable, accounts payable, and notes payable approximate their fair value, except for the fixed rate debt included in notes payable which has an estimated fair
value of $25.1 million compared to the recorded value of $24.0 million as of March 31, 2003. The estimate of fair value of the Company’s fixed rate debt is based
on the borrowing rates currently available to the Company for bank loans with similar terms and average maturities.
 
ITEM 4.    CONTROLS AND PROCEDURES
 The Company’s management, under the supervision and with the participation of the Company’s Chief Executive Officer (CEO) and Chief Financial
Officer (CFO), performed an evaluation of the effectiveness of the design and operation of the Company’s disclosure controls and procedures within 90 days
before the filing date of this quarterly report. Based on that evaluation, the CEO and CFO, concluded that the Company’s disclosure controls
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and procedures were effective. There have been no significant changes in the Company’s internal controls or in other factors that could significantly affect
internal controls subsequent to their evaluation.
 

PART II—OTHER INFORMATION
 
ITEM 5.    OTHER INFORMATION
 Dividends
 On March 21, 2003, the Company declared a quarterly dividend on its Common Stock; the dividend was $0.20 per share. Subject to its continued
profitability and favorable cash flow, the Company intends to continue the payment of quarterly dividends.
 
ITEM 6.    EXHIBITS AND REPORTS ON FORM 8-K
 (a) Exhibits.
 

3.2  Amended and Restated Bylaws of McGrath RentCorp, as amended and restated on April 1, 2003

99.1
  

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

99.2
  

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

 
(b) Reports on Form 8-K.

 No reports on Form 8-K have been filed during the quarter for which this report is filed.
 

SIGNATURES
 

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

Date: April 30, 2003   MCGRATH RENTCORP

 
  

By:
  

/s/    Thomas J. Sauer

      Thomas J. Sauer

 
  

 
  

Vice President and Chief Financial Officer
(Chief Accounting Officer)
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McGRATH RENTCORP

CERTIFICATION
 
I, Dennis C. Kakures, Chief Executive Officer, certify that:
 
1.  I have reviewed this quarterly report on Form 10-Q of McGrath RentCorp;
 2.  Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly
report;

 3.  Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;

 4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-14 and 15d-14) for the registrant and have:

 
 

a)  designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this quarterly report is being prepared;

 



 b)  evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of this quarterly
report (the “Evaluation Date”); and

 
 

c)  presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our evaluation as of the
Evaluation Date;

 5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent functions):

 
 

a)  all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process,
summarize and report financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

 
 b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls; and
 6.  The registrant’s other certifying officer and I have indicated in this quarterly report whether there were significant changes in internal controls or in other

factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including any corrective actions with regard to
significant deficiencies and material weaknesses.

 
Date: April 30, 2003
 

By:
 

/s/ Dennis C. Kakures

Dennis C. Kakures
Chief Executive Officer

 
11

 
McGRATH RENTCORP

CERTIFICATION
 
I, Thomas J. Sauer, Chief Financial Officer, certify that:
 
1.  I have reviewed this quarterly report on Form 10-Q of McGrath RentCorp;
 2.  Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly
report;

 3.  Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;

 4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-14 and 15d-14) for the registrant and have:

 
 

a)  designed such disclosure controls and procedures to ensure that material information relating to the registrant, including its consolidated subsidiaries,
is made known to us by others within those entities, particularly during the period in which this quarterly report is being prepared;

 
 

b)  evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to the filing date of this quarterly
report (the “Evaluation Date”); and

 
 

c)  presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures based on our evaluation as of the
Evaluation Date;

 5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation, to the registrant’s auditors and the audit committee of
registrant’s board of directors (or persons performing the equivalent functions):

 
 

a)  all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s ability to record, process,
summarize and report financial data and have identified for the registrant’s auditors any material weaknesses in internal controls; and

 
 b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls; and
 6.  The registrant’s other certifying officer and I have indicated in this quarterly report whether there were significant changes in internal controls or in other

factors that could significantly affect internal controls subsequent to the date of our most recent evaluation, including any corrective actions with regard to
significant deficiencies and material weaknesses.

 
Date: April 30, 2003

By
 

/s/    Thomas J. Sauer

Thomas J. Sauer
Chief Financial Officer
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Exhibit 3.2

 
AMENDED AND RESTATED BYLAWS

 
OF

 
McGRATH RENTCORP,
a California corporation

 
(Amended and Restated as of April 1, 2003)

 
1. OFFICES

 
1.1. Principal Office. The Board of Directors shall fix the location of the principal executive office of the corporation at any place within or outside the

State of California. If the principal executive office is located outside this state, and the corporation has one or more business offices in this state, the Board of
Directors shall fix and designate a principal business office in the State of California.
 

1.2. Other Offices. Branch or subordinate offices may at any time be established by the Board of Directors at any place or places where the corporation is
qualified to do business.
 

2. MEETINGS OF SHAREHOLDERS
 

2.1. Place of Meetings. All meetings of shareholders shall be held either at the principal executive office of the corporation or at any other place within or
without the State of California designated by the Board of Directors. In the absence of any such designation, shareholders’ meeting shall be held at the principal
executive office of the corporation.
 

2.2. Annual Meetings. The Annual Meeting of shareholders shall be held each year on a date and at a time designated by the Board of Directors. In the
absence of such designation, the Annual Meeting of shareholders shall be held on the first Thursday of June in each year at 2:00 p.m. However, if this day falls on
a legal holiday, then the meeting shall be held at the same time and place on the next succeeding full business day. At such meeting, directors shall be elected,
reports of the affairs of the corporation shall be considered, and any other proper business may be transacted.
 

2.3. Special Meetings. Special meetings of the shareholders may be called at any time by the Board of Directors, the Chairman of the Board, the President,
or by the holders of shares in the aggregate entitled to cast not less than 10 percent of the votes at the meeting.
 

If a special meeting is desired to be called by any person or persons other than the Board of Directors, their request shall be made in writing, specifying the
time of such meeting and the general nature of the business proposed to be transacted. The written request shall then be delivered personally or by registered mail
or by telegraphic or other facsimile transmission to the Chairman of the Board, President, any Vice President, or Secretary of the corporation. The officer
receiving the request shall cause notice to be promptly given to the shareholders entitled to vote, in accordance with the provisions of Sections 2.4 and 2.5 of
these Bylaws, that a meeting will be held at the time requested by the person or persons calling the meeting, not less than thirty-five (35) nor more than sixty (60)
days after the receipt of the request. If the notice is not given within twenty (20) days after receipt of the request, the person or persons requesting the meeting
may give the notice. Nothing contained in this paragraph shall be construed as limiting, fixing or affecting the time when a meeting of shareholders called by
action of the Board of Directors may be held.
 

2.4. Notice of Shareholders’ Meetings. All notices of meetings of shareholders shall be sent or otherwise given to each shareholder entitled to vote thereat
in accordance with Section 2.5 of these Bylaws not less than ten (10) nor more than sixty (60) days before the date of the meeting. The notice shall specify the
place, date and hour of the meeting and (i) in the case of a special meeting, the general nature of the business to be transacted, and no other business may be
transacted, or (ii) in the case of the annual meeting, those matters which the Board of Directors, at the time of giving the notice, intends to present for action by
the shareholders. The notice of any meeting at which Directors are to be elected shall include the name of any nominee or nominees whom, at the time of the
notice, management intends to present for election.
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If shareholder action, other than unanimous approval of those entitled to vote, is proposed to be taken at any meeting for approval of (i) a contract or

transaction in which a director has a direct or indirect financial interest, pursuant to Section 310 of the California Corporations Code, (ii) an amendment of the
Articles of Incorporation, pursuant to Section 902 of that Code, (iii) a reorganization of the corporation, pursuant to Section 1201 of that Code, (iv) a voluntary
dissolution of the corporation, pursuant to Section 1900 of that Code, or (v) a plan of distribution other than in accordance with the rights of outstanding preferred
shares, pursuant to Section 2007 of that Code, then the notice shall also state the general nature of that proposal.
 

2.5. Manner of Giving Notice; Affidavit of Notice. Written notice of any meeting of shareholders shall be given to each shareholder entitled to vote
thereat either personally or by first class mail or other means of written communication, charges prepaid, addressed to the shareholder at the address of that
shareholder appearing on the books of the corporation or given by the shareholder to the corporation for the purpose of notice. If no such address appears on the
corporation’s books or is given, notice shall be deemed to have been given if sent to that shareholder by first class mail or other means of written communication
to the corporation’s principal executive office, or if published at least once in a newspaper of general circulation in the county where that office is located. Notice
shall be deemed to have been given at the time when delivered personally or deposited in the mail or sent by other means of written communication.
 

If any notice addressed to a shareholder at the address of that shareholder appearing on the books of the corporation is returned to the corporation by the
United States Postal Service marked to indicate that the United States Postal Service is unable to deliver the notice to the shareholder at that address, all future
notices or reports shall be deemed to have been duly given without further mailing if these shall be available to the shareholder on written demand of the
shareholder at the principal executive office of the corporation for a period of one year from the date of the giving of notice.
 

An affidavit of the mailing or other means of giving any notice of any shareholders’ meeting shall be executed by the Secretary, Assistant Secretary, or any
transfer agent of the corporation giving the notice, and shall be filed and maintained in the Minute Book of the Corporation.
 

2.6. Quorum. The presence in person or by proxy of shareholders entitled to vote a majority of the voting shares of the corporation at any meeting of
shareholders shall constitute a quorum for the transaction of business. The shareholders present at a duly called or held meeting at which a quorum is present may
continue to do business until adjournment, notwithstanding the withdrawal of enough shareholders to leave less than a quorum, if any action taken (other than
adjournment) is approved by at least a majority of the shares required to constitute a quorum.
 

2.7. Adjourned Meetings and Notice Thereof. Whether or not a quorum is present, any shareholders’ meeting may be adjourned from time to time by the
vote of a majority of the shares represented at that meeting, either in person or by proxy, but in the absence of a quorum no other business may be transacted at



that meeting, except as provided in Section 2.6 of these Bylaws.
 

When any meeting of shareholders is adjourned to another time or place, notice need not be given of the adjourned meeting if the time and place are
announced at the meeting at which the adjournment is taken, unless a new record date for the adjourned meeting is fixed, or unless the adjournment is for more
than forty-five (45) days from the date set for the original meeting, in which case the Board of Directors shall set a new record date. When required, notice of any
such adjourned meeting shall be given to each shareholder of record entitled to vote at the adjourned meeting in accordance with the provisions of Sections 2.4
and 2.5 of these Bylaws. At any adjourned meeting the corporation may transact any business which might have been transacted at the original meeting.
 

2.8. Voting. Except as provided in Section 708 of the California Corporations Code, each outstanding share of this corporation, regardless of class, shall be
entitled to one vote on each matter submitted to a vote of shareholders. The shareholders entitled to vote at any meeting of shareholders shall be determined in
accordance with the provisions of Section 2.11 of these Bylaws, subject to the provisions of Sections 702, 703 and 704 of the California Corporations Code
(relating to voting by fiduciaries, corporate shareholders, or shares standing in joint ownership). The shareholders’ vote may be by voice vote or by ballot;
provided, however, that any election for directors must be by ballot if demanded by any shareholder at the meeting and before the voting has begun. Any
shareholder entitled to vote on a proposal may vote part of the shares in favor of the proposal and refrain from voting the remaining shares or vote them against
the proposal, but, if the shareholder fails to specify the number of shares which the shareholder is voting affirmatively, it will be conclusively presumed that the
shareholder’s approving vote is with respect to all shares which the shareholder is entitled to vote.
 

If a quorum is present, the affirmative vote of the majority of the shares represented at the meeting and entitled to vote on any matter (other than the
election of directors) shall be the act of the shareholders unless the vote of a greater number or voting by classes is required by the California Corporations Code
or by the Articles of Incorporation.
 
        At a shareholders’ meeting at which Directors are to be elected, no shareholders shall be entitled to cumulate votes (i.e., cast for any one or more candidates
a number of votes greater than the number of the shareholder’s shares) unless such candidate’s or candidates’ names have been placed in nomination prior to
commencement of the voting and a shareholder has given notice prior to commencement of the voting of the shareholder’s intention to cumulate votes. If any
shareholder has given such a notice, then every
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shareholder entitled to vote may cumulate votes for candidates in nomination and give one candidate a number of votes equal to the number of directors to be
elected multiplied by the number of votes to which that shareholder’s shares are entitled, or distribute the shareholder’s shares on the same principle among any or
all of the candidates, as the shareholder thinks fit. The candidates receiving the highest number of affirmative votes, up to the number of directors to be elected,
shall be elected. A shareholder may not cumulate his votes for any candidate whose name was not placed in nomination prior to the commencement of the voting.
 

2.9. Waiver of Notice or Consent by Absent Shareholders. The transactions of any meeting of shareholders, however called and noticed, and wherever
held, shall be as valid as though had at a meeting duly held after regular call and notice, if a quorum be present either in person or by proxy, and if, either before
or after the meeting, each person entitled to vote, who was not present in person or by proxy, signs a written waiver of notice or a consent to the holding of the
meeting, or an approval of the minutes thereof. The waiver of notice or consent need not specify either the business to be transacted or the purpose of any annual
or special meeting of shareholders, except that if action is taken or proposed to be taken for approval of any of those matters specified in the second paragraph of
Section 2.4 of these Bylaws, the waiver of notice or consent shall state the general nature of the proposal. All such waivers, consents or approvals shall be filed
with the corporate records or made a part of the minutes of the meeting.
 

Attendance by a person at a meeting shall also constitute a waiver of notice of that meeting, except when the person objects, at the beginning of the
meeting, to the transaction of any business because the meeting is not lawfully called or convened and except that attendance at a meeting is not a waiver of any
right to object to the consideration of matters not included in the notice of the meeting if that objection is expressly made at the meeting.
 

2.10. Shareholder Action by Written Consent Without a Meeting. Any action which may be taken at any annual or special meeting of shareholders may
be taken without a meeting and without prior notice, if a consent in writing, setting forth the action so taken, is signed by the holders of outstanding shares having
not less than the minimum number of votes that would be necessary to authorize or take that action at a meeting at which all shares entitled to vote on that action
were present and voted. In the case of the election of directors, such a consent shall be effective only if signed by the holders of all outstanding shares entitled to
vote for the election of directors; provided, however, that a director may be elected at any time to fill a vacancy on the board of directors that has not been filled
by the directors, by the written consent of the holders of a majority of the outstanding shares entitled to vote for the election of directors. All such consents shall
be filed with the Secretary of the corporation and shall be maintained in the corporate records. Any shareholder giving a written consent, or the shareholder’s
proxy holders, or a transferee of the shares or a personal representative of the shareholder or their respective proxy holders, may revoke the consent by a writing
received by the Secretary of the corporation before written consents of the number of shares required to authorize the proposed action have been filed with the
Secretary, but may not do so thereafter. Such revocation is effective upon its receipt by the Secretary.
 

If the consents of all shareholders entitled to vote have not been solicited in writing, and if the unanimous written consent of all such shareholders shall not
have been received, the Secretary shall give prompt notice of the corporate action approved by the shareholders without a meeting. This notice shall be given in
the manner specified in Section 2.5 of these Bylaws. In the case of approval of (i) contracts or transactions in which a director has a direct or indirect financial
interest, pursuant to Section 310 of the California Corporations Code, (ii) indemnification of agents of the corporation, pursuant to Section 317 of that Code, (iii)
reorganization of the corporation, pursuant to Section 1201 of that Code, and (iv) a distribution in dissolution other than in accordance with the rights of
outstanding preferred shares, pursuant to Section 2007 of that Code, the notice shall be given at least ten (10) days before the consummation of any action
authorized by that approval.
 

Any form of written consent distributed to 10 or more shareholders of this corporation shall afford an opportunity on the form of written consent to specify
a choice between approval, disapproval or abstention as to each matter or group of related matters the approval for which the written consent is solicited, other
than elections to office.
 

2.11. Record Date for Shareholder Notice, Voting, and Giving Consents. For purposes of determining the shareholders entitled to notice of any meeting
or to vote or entitled to give consent to corporate action without a meeting, the Board of Directors may fix, in advance, a record date, which shall not be more
than sixty (60) days nor less than ten (10) days before the date of any such meeting nor more than sixty (60) days before any such action without a meeting; and
in this event only shareholders of record on the date so fixed are entitled to notice and to vote or to give consents, as the case may be, notwithstanding any transfer
of any shares on the books of the corporation after the record date, except as otherwise provided in the California General Corporation Law.
 

If the Board of Directors does not so fix a record date:
 

(a) The record date for determining shareholders entitled to notice of or to vote at a meeting of shareholders shall be at the close of business on the business
day next preceding the day on which notice is given or, if notice is waived, at the close of business on the business day next preceding the day on which the
meeting is held.



 
(b) The record date for determining shareholders entitled to give consent to the corporate action in writing without a meeting, (i) when no prior action by

the Board has been taken, shall be the day on which the first written consent is given, or (ii) when
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prior action of the Board has been taken, shall be at the close of business on the date on which the Board adopts the resolution relating to that action, or the
sixtieth (60th) day before the date of such action, whichever is later.
 

2.12. Proxies. Every person entitled to vote shares shall have the right to do so either in person or by one or more agents authorized by a written proxy
signed by the person and filed with the Secretary of the corporation. A proxy shall be deemed signed if the shareholder’s name is placed on the proxy (whether by
manual signature, typewriting, telegraphic transmission, or otherwise) by the shareholder or the shareholder’s attorney in fact. A validly executed proxy which
does not state that it is irrevocable shall continue in full force and effect unless (i) revoked by the person executing it, before the vote pursuant to that proxy, by a
writing delivered to the corporation stating that the proxy is revoked, or by a subsequent proxy executed by, or by attendance at the meeting and voting in person
by, the person executing the proxy; or (ii) written notice of the death or incapacity of the maker of that proxy is received by the corporation before the vote
pursuant to that proxy is counted; provided, however, that no proxy shall be valid after the expiration of eleven (11) months from the date of the proxy, unless
otherwise provided in the proxy. The revocability of a proxy that states on its face that it is irrevocable shall be governed by the provisions of Sections 705(e) and
705(f) of the California Corporations Code.
 

Any form of proxy distributed to 10 or more shareholders of this corporation shall afford an opportunity on the proxy to specify a choice between approval,
disapproval or abstention as to each matter or group of related matters intended to be acted upon at the meeting for which the proxy is solicited, other than
elections to office.
 

2.13. Inspectors of Election. Before any meeting of shareholders, the Board of Directors may appoint any persons other than nominees for office to act as
inspectors of election at the meeting or its adjournment. If no inspectors of election are appointed, the Chairman of the meeting may, and on the request of any
shareholder or a shareholder’s proxy shall, appoint inspectors of election at the meeting. The number of inspectors shall be either one (1) or three (3). If inspectors
are appointed at a meeting on the request of one or more shareholders or proxies, the holders of a majority of shares or their proxies present at the meeting shall
determine whether one (1) or three (3) inspectors are to be appointed. If any person appointed as inspector fails to appear or fails or refuses to act, the Chairman
of the meeting may, and upon the request of any shareholder or a shareholder’s proxy shall, appoint a person to fill that vacancy.
 

As prescribed by California Corporations Code Section 707, these inspectors shall:
 

(a) Determine the number of shares outstanding and the voting power of each, the shares represented at the meeting, the existence of a quorum, and the
authenticity, validity, and effect of proxies;
 

(b) Receive votes, ballots, or consents;
 

(c) Hear and determine all challenges and questions in any way arising in connection with the right to vote;
 

(d) Count and tabulate all votes or consents;
 

(e) Determine when the polls shall close;
 

(f) Determine the result; and
 

(g) Do any other acts that may be proper to conduct the election or vote with fairness to all shareholders.
 

3. DIRECTORS
 

3.1. Powers. Subject to the provisions of the California General Corporation Law and any limitations in the Articles of Incorporation and these Bylaws
relating to action required to be approved by the shareholders or by the outstanding shares, the business and affairs of the corporation shall be managed and all
corporate powers shall be exercised by or under the direction of the Board of Directors.
 

Without prejudice to these general powers, and subject to the same limitations, the directors shall have the power to:
 

(a) Select and remove all officers, agents and employees of the corporation; prescribe any powers and duties for them that are consistent with law, with the
Articles of Incorporation, and with these Bylaws; fix their compensation; and require from them security for faithful service.
 

(b) Conduct, manage, and control the affairs and business of the corporation, and to make such rules and regulations therefor not inconsistent with law, or
with the Articles of Incorporation, or the Bylaws, as they may deem to be in the best interests of the corporation.
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(c) Change the principal executive office or the principal business office in the State of California from one location to another; cause the corporation to be

qualified to do business in any other state, territory, dependency, or country and conduct business within or without the State of California; and designate any
place within or without the State of California for the holding of any shareholders’ meeting or meetings, including annual meetings.
 

(d) Adopt, make, and use a corporate seal; prescribe the forms of certificates of stock; and alter the form of the seal and certificates.
 

(e) Authorize the issuance of shares of stock of the corporation on any lawful terms, in consideration of money paid, labor done, services actually rendered,
debts or securities cancelled, or tangible or intangible property actually received.
 

(f) Borrow money and incur indebtedness on behalf of the corporation, and cause to be executed and delivered for the corporation’s purposes, in the
corporate name, promissory notes, bonds, debentures, deeds of trust, mortgages, pledges, hypothecations, and other evidences of debt and securities.
 

3.2. Number of Directors. The number of directors of the corporation shall be not less than four (4) nor more than seven (7). The exact number of
directors shall be seven (7) until changed, within the limits specified above, by a Bylaw amending this Section 3.2 duly adopted by the Board of Directors or by
the shareholders. The indefinite number of directors may be changed, or a definite number fixed without provision for an indefinite number, by an amendment to
this Bylaw duly adopted by the vote or written consent of a majority of the outstanding shares entitled to vote.
 



3.3. Election and Term of Office. The Directors shall be elected at each annual meeting of shareholders, but if any such annual meeting is not held, or the
Directors are not elected thereat, the Directors may be elected at any special meeting of shareholders held for that purpose. Each Director, including a Director
elected to fill a vacancy, shall hold office until the next annual or special meeting of shareholders at which Directors are elected and until their successors are
elected and qualified.
 

3.4. Vacancies. A vacancy or vacancies in the Board of Directors shall be deemed to exist in the event of the death, resignation, or removal of any director,
or if the Board of Directors by resolution declares vacant the office of the Director who has been declared of unsound mind by an order of court or convicted of a
felony, or if the authorized number of directors is increased, or if the shareholders fail, at any meeting of shareholders at which any Director or Directors are
elected, to elect the number of directors to be voted for at that meeting.
 

Any Director may resign effective on giving written notice to the Chairman of the Board, the President, the Secretary, or the Board of Directors, unless the
notice specifies a later time for that resignation to become effective. If the resignation of a Director is effective at a future time, the Board of Directors may elect a
successor to take office when the resignation becomes effective.
 

Vacancies in the Board of Directors may be filled by a majority of the remaining Directors, though less than a quorum, or by a sole remaining Director,
except that a vacancy created by the removal of a Director by the vote or written consent of the shareholders or by court order may be filled only by the vote of a
majority of the shares entitled to vote represented at a duly held meeting at which a quorum is present, or by the written consent of holders of a majority of the
outstanding shares entitled to vote.
 

The shareholders may elect a Director or Directors at any time to fill any vacancy or vacancies not filled by the Directors, but any such election by written
consent shall require the consent of a majority of the outstanding shares entitled to vote.
 

No reduction of the authorized number of Directors shall have the effect of removing any Director before that Director’s term of office expires.
 

3.5. Place of Meetings and Meetings by Telephone. Regular meetings of the Board of Directors may be held at any place within or outside the State of
California that has been designated from time to time by resolution of the Board. In the absence of such a designation, regular meetings shall be held at the
principal executive office of the corporation. Special meetings of the Board shall be held at any place within or outside the State of California that has been
designated in the notice of the meeting or, if not stated in the notice or there is no notice, at the principal executive office of the corporation. Any meeting, regular
or special, may be held by conference telephone or similar communication equipment, so long as all Directors participating in the meeting can hear one another,
and all such Directors shall be deemed to be present in person at the meeting.
 

3.6. Annual Meeting. Immediately following each annual meeting of shareholders, the Board of Directors shall hold a regular meeting for the purpose of
organization, any desired election of officers, and the transaction of other business. Notice of this meeting shall not be required.
 

3.7. Other Regular Meetings. Other regular meetings of the Board of Directors shall be held without call at such time as shall from time to time be fixed
by the Board of Directors; provided, however, that if any regular meeting should fall on a legal holiday,
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then said meeting shall be held at the same time and place on the next day thereafter which is not a legal holiday. Such regular meetings may be held without
notice.
 

3.8. Special Meetings. Special meetings of the Board of Directors for any purpose or purposes may be called at any time by the Chairman of the Board or
the President or any Vice President or the Secretary or any two Directors.
 

Notice of the time and place of special meetings shall be delivered personally or by telephone to each Director or sent by first-class mail or telegram,
charges prepaid, addressed to each Director at that Director’s address as it is shown on the records of the corporation. In case the notice is mailed, it shall be
deposited in the United States mail at least four (4) days before the time of the holding of the meeting. In case the notice is delivered personally, or by telephone
or telegram, it shall be delivered personally or by telephone or to the telegraph company at least forty-eight (48) hours before the time of the holding of the
meeting. Any oral notice given personally or by telephone may be communicated either to the Director or to a person at the office of the Director who the person
giving the notice has reason to believe will promptly communicate it to the Director. The notice need not specify the purpose of the meeting.
 

3.9. Quorum. A majority of the authorized number of Directors shall constitute a quorum for the transaction of business, except to adjourn as provided in
Section 3.11 of these Bylaws. Every act or decision done or made by a majority of the Directors present at a meeting duly held at which a quorum is present shall
be regarded as the act of the Board of Directors, subject to the provisions of Section 310 of the California Corporations Code (as to approval of contracts or
transactions in which a Director has a direct or indirect material financial interest), Section 311 of that Code (as to appointment of committees), and Section
317(e) of that Code (as to indemnification of Directors). A meeting at which a quorum is initially present may continue to transact business notwithstanding the
withdrawal of Directors, if any action taken is approved by at least a majority of the required quorum for that meeting.
 

3.10. Waiver of Notice. The transactions of any meeting of the Board of Directors, however called and noticed or wherever held, shall be as valid as
though had at a meeting duly held after regular call and notice if a quorum is present and if, either before or after the meeting, each of the Directors not present
signs a written waiver of notice, a consent to holding the meeting or an approval of the Minutes. The waiver of notice or consent need not specify the purpose of
the meeting. All such waivers, consents, and approvals shall be filed with the corporate records or made a part of the Minutes of the meetings. Notice of a meeting
need not be given to any Director who attends the meeting without protesting, before or at its commencement, the lack of notice to that Director.
 

3.11. Adjournment. A majority of the Directors present, whether or not constituting a quorum, may adjourn any meeting of the Board to another time and
place.
 

3.12. Notice of Adjournment. Notice of the time and place of holding an adjourned meeting need not be given, unless the meeting is adjourned for more
than twenty-four (24) hours, in which case notice of the time and place shall be given before the time of the adjourned meeting, to the Directors who were not
present at the time of the adjournment.
 

3.13. Action Without Meeting. Any action required or permitted to be taken by the Board of Directors may be taken without a meeting, if all members of
the Board shall individually or collectively consent in writing to that action. Such action by written consent shall have the same force and effect as a unanimous
vote of the Board of Directors. Such written consent or consents shall be filed with the Minutes of the proceedings of the Board.
 

3.14. Fees and Compensation of Directors. Directors and members of committees may receive such compensation, if any, for their services, and such
reimbursement of expenses, as may be fixed or determined by resolution of the Board of Directors. This shall not be construed to preclude any Director from
serving the corporation in any other capacity as an officer, agent, employee, or otherwise, and receiving compensation for those services.
 



4. COMMITTEES
 

4.1. Committees of Directors. The Board of Directors may, by resolution adopted by a majority of the authorized number of Directors, designate one or
more committees, each consisting of two or more Directors, to serve at the pleasure of the Board. The Board may designate one or more Directors as alternate
members of any committee, who may replace any absent member at any meeting of the committee. Any committee, to the extent provided in the resolution of the
Board, shall have all the authority of the Board, except with respect to:
 

(a) the approval of any action which, under the General Corporation Law of California, also requires the vote or consent of the shareholders;
 

(b) the filling of vacancies on the Board of Directors or on any committee;
 

(c) the fixing of compensation of the Directors for serving on the Board or on any committee;
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(d) the amendment or repeal of Bylaws or the adoption of new Bylaws;

 
(e) the amendment or repeal of any resolution of the Board of Directors which by its express terms is not so amendable or repealable;

 
(f) a distribution to the shareholders of the corporation, except at a rate or in a periodic amount or within a price range determined by the Board of

Directors; or
 

(g) the appointment of any other committees of the Board of Directors or the members of these committees.
 

5. OFFICERS
 

5.1. Officers. The officers of the corporation shall be a President, a Secretary, and a Chief Financial Officer. The corporation may also have, at the
discretion of the Board of Directors, a Chairman of the Board, one or more Vice Presidents, one or more Assistant Secretaries, one or more Assistant Financial
Officers, and such other officers as may be appointed in accordance with these Bylaws. Any number of offices may be held by the same person.
 

5.2. Election of Officers. The officers of the corporation, except such officers as may be appointed in accordance with the provisions of Section 5.3 or
Section 5.5 of these Bylaws, shall be chosen by the Board of Directors, and each shall serve at the pleasure of the Board, subject to the rights, if any, of an officer
under any contract of employment.
 

5.3. Subordinate Officers. The Board of Directors may appoint, and may empower the President to appoint, such other officers as the business of the
corporation may require, each of whom shall hold office for such period, have such authority and perform such duties as are provided in the Bylaws or as the
Board of Directors may from time to time determine.
 

5.4. Removal and Resignation of Officers. Subject to the rights, if any, of an officer under any contract of employment, any officer may be removed,
either with or without cause, by the Board of Directors, at any regular or special meeting of the Board, or, except in case of an officer chosen by the Board of
Directors, by any officer upon whom such power of removal may be conferred by the Board of Directors.
 

Any officer may resign at any time by giving written notice to the corporation. Any resignation shall take effect at the date of the receipt of that notice or at
any later time specified in that notice; and, unless otherwise specified in that notice, the acceptance of the resignation shall not be necessary to make it effective.
Any resignation is without prejudice to the rights, if any, of the corporation under any contract to which the officer is a party.
 

5.5. Vacancies in Offices. A vacancy in any office because of death, resignation, removal, disqualification or any other cause shall be filled in the manner
prescribed in these Bylaws for regular appointments to that office.
 

5.6. Chairman of the Board. The Board of Directors may, in its discretion, elect a Chairman of the Board from among its members. He shall preside at all
meetings of the Board of Directors at which he is present and shall exercise and perform such other powers and duties as may be from time to time assigned to
him by the Board of Directors or prescribed by the Bylaws.
 

5.7. President. Subject to such supervisory powers, if any, as may be given by the Board of Directors to the Chairman of the Board, if there be such an
officer, the President shall, subject to the control of the Board of Directors, have general supervision, direction, and control of the business and officers of the
corporation. He shall preside at all meetings of the shareholders and at all meetings of the Board of Directors not presided over by the Chairman of the Board. He
shall have the general powers and duties of management usually vested in the office of president of a corporation, shall have such other powers and duties as may
be prescribed by the Board of Directors or the Bylaws and shall be primarily responsible for carrying out all orders and resolutions of the Board of Directors.
 

5.8. Vice President. In the absence or disability of the President, the Vice Presidents, if any, in order of their rank as fixed by the Board of Directors, or if
not ranked, the Vice President designated by the Board of Directors, shall perform all the duties of the President, and when so acting shall have all the powers of,
and be subject to all the restrictions upon, the President. The Vice Presidents shall have such other powers and perform such other duties as from time to time may
be prescribed for them respectively by the Board of Directors or the Bylaws, and the President or the Chairman of the Board.
 

5.9. Secretary. The Secretary shall keep or cause to be kept, at the principal office, at the office of the corporation’s counsel or at such other place as the
Board of Directors may order, a Book of Minutes of all meetings and actions of Directors, committees of directors, and shareholders, with the time and place of
holding, whether regular or special, and if special, how authorized, the notice thereof given, the names of those present at Directors’ meetings or committee
meetings, the number of shares present or represented at shareholders’ meetings and the proceedings thereof.
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The Secretary shall keep, or cause to be kept, at the principal office or at the office of the corporation’s transfer agent or registrar, a share register, or a

duplicate share register, showing the names of all shareholders and their addresses, the number and classes of shares held by each, the number and dates of
certificates issued for the same, and the number and date of cancellation of every certificate surrendered for cancellation.
 

The Secretary shall give, or cause to be given, notice of all meetings of the shareholders and of the Board of Directors required by the Bylaws or by law to
be given, and he shall keep the seal of the corporation, if one be adopted, in safe custody, and shall have such other powers and perform such other duties as may
be prescribed by the Board of Directors or by the Bylaws.
 



5.10. Chief Financial Officer. The Chief Financial Officer shall keep and maintain, or cause to be kept and maintained, adequate and correct books and
records of accounts of the properties and business transactions of the corporation, including accounts of its assets, liabilities, receipts, disbursements, gains,
losses, capital, surplus, retained earnings, and shares. The books of account shall at all reasonable times be open to inspection by any Director.
 

The Chief Financial Officer shall deposit all moneys and other valuables in the name and to the credit of the corporation with such depositories as may be
designated by the Board of Directors. He shall disburse the funds of the corporation as may be ordered by the Board of Directors, shall render to the President and
Directors, whenever they request it, an account of all of his transactions as Chief Financial Officer and of the financial condition of the corporation, and shall have
such other powers and perform such other duties as may be prescribed by the Board of Directors or the Bylaws.
 

6. INDEMNIFICATION OF DIRECTORS, OFFICERS,
EMPLOYEES AND OTHER AGENTS

 
6.1. Indemnification. The corporation may, to the maximum extent permitted by Section 317 of the California General Corporation Law, indemnify each

of its “agents” (as defined in Section 317(a) of the California General Corporation Law) against expenses, judgments, fines, settlements and other amounts
actually and reasonably incurred in connection with any proceeding against such agent arising by reason of the fact any such person is or was an agent of the
corporation. Except with respect to indemnification of agents which is mandatory under Section 317(d) of the California General Corporation Law, such
indemnification shall only be effective:
 

(a) if “approval by the shareholders” (as defined in Section 153 of the California General Corporation Law) in a particular instance;
 

(b) if approved by the disinterested vote of the Board of Directors in a particular instance; or
 

(c) if authorized by a written agreement between the corporation and the agent to be indemnified entered into prior to assertion of the claim giving rise to
indemnity thereunder by the corporation with any director of the corporation (in any or all of his or her corporate capacities) or with such other agent or agents as
the Board of Directors shall approve.
 

6.2. Required Approval. Except as provided in Section 317(d) of the California General Corporation Law, any indemnification under Section 6.1 of these
Bylaws shall be made by this corporation only if authorized in the specific case (on a determination that indemnification of the agent is proper under the
circumstances because the agent has met the applicable standard of conduct set forth in Sections 317(b) or (c) of the California General Corporation Law) by:
 

(a) a majority vote of a quorum of the Board consisting of directors who are not parties to the proceeding;
 

(b) “approval of the shareholders” (as defined in Section 153 of the California General Corporation Law), with the shares owned by the person to be
indemnified not being considered outstanding or entitled to vote thereon;
 

(c) the court in which the proceeding is or was pending, on application made by this corporation or the agent or the attorney or other person rendering
services in connection with the defense, whether or not such application by the agent, attorney, or other person is opposed by this corporation; or
 

(d) such other method as Section 317 of the California General Corporation Law shall allow.
 

6.3. Advance of Expenses. Expenses incurred in defending any proceeding described in Section 6.1 of these Bylaws may be advanced by this corporation
before the final disposition of the proceeding on receipt of an undertaking by or on behalf of the agent to repay the amount of the advance if it shall be determined
ultimately that the agent is not entitled to be indemnified as authorized in Sections 6.1 and 6.2 of these Bylaws.
 

6.4. Insurance. This corporation shall have power to purchase and maintain insurance on behalf of any agent of the corporation against any liability
asserted against or incurred by the agent in such capacity or arising out of the agent’s status as such,
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whether or not this corporation would have the power to indemnify the agent against that liability under Sections 6.1 and 6.2 of these Bylaws. Notwithstanding
Section 6.1 above, the corporation shall not be obligated to indemnify any agent, to the extent any amount subject to indemnification thereunder is covered by
insurance payable to such agent, the premiums for which are paid by the corporation.
 

6.5. No Limitation of Other Rights. The indemnification provided by this Section 6 above shall not be deemed exclusive of any other rights to which
those seeking indemnification may be entitled under Section 6.6 below to the extent such additional rights to indemnification are authorized in the corporation’s
Articles of Incorporation and Section 6.6 below. The rights to indemnity contained in Sections 6.1 and 6.4 above shall continue as to a person who has ceased to
be a director, officer, employee or agent and shall inure to the benefit of the heirs, executors and administrators of the person. Nothing contained in Sections 6.1
through 6.4 above shall affect any right to indemnification to which persons other than the directors and officers may be entitled by contract or otherwise.
 

6.6. Additional Indemnification. If expressly authorized in the corporation’s Articles of Incorporation, the corporation may provide indemnification of
agents in excess of the indemnification otherwise permitted by Section 317 of the California General Corporation Law and to the fullest extent permitted by
California law. Such additional indemnification shall only be effective (i) if “approved by the shareholders” (as defined in Section 153 of the California General
Corporation Law) in a particular instance, (ii) if approved by the disinterested vote of the Board of Directors in a particular instance or (iii) if authorized by a
written agreement between the corporation and the agent to be indemnified entered into prior to assertion of the claim giving rise to indemnity thereunder by the
corporation with any director of the corporation (in any or all of his or her corporate capacities) or with such other agent or agents as the Board of Directors shall
approve; provided, however, that no such agent shall be indemnified for any acts, omissions or transactions, or under circumstances, as to which indemnification
is prohibited by Section 204(a)(11) of the California General Corporation Law, as such Section may be amended from time to time.
 

6.7. Amendment. Any amendment, repeal or modification of any provision of this Section 6 by the shareholders or the Board of Directors shall not
adversely affect any right or protection of an agent of the corporation at the time of such amendment, repeal or modification.
 

7. RECORDS AND REPORTS
 

7.1. Maintenance, Inspection and Location of Share Register. The corporation shall keep at its principal executive office, or at the office of its transfer
agent or registrar, if either be appointed and as determined by resolution of the Board of Directors, a record of its shareholders, giving the names and addresses of
all shareholders and the number and class of shares held by each shareholder.
 

A shareholder or shareholders of the corporation holding at least five percent (5%) in the aggregate of the outstanding voting shares of the corporation may
(i) inspect and copy the records of shareholders’ names and addresses and shareholdings during usual business hours on five days’ prior written demand on the
corporation, and (ii) obtain from the transfer agent of the corporation, on written demand and on the tender of such transfer agent’s usual charges for such list, a
list of the shareholders’ names and addresses, who are entitled to vote for the election of directors, and their shareholdings as of the most recent record date for



which that list has been compiled or as of a date specified by the shareholder after the date of demand. This list shall be made available to any such shareholder
by the transfer agent on or before the later of five (5) days after the demand is received or the date specified in the demand as the date as of which the list is to be
compiled. The record of shareholders shall also be open to inspection and copying on the written demand of any shareholder or holder of a voting trust certificate,
at any time during usual business hours, for a purpose reasonably related to the holder’s interests as a shareholder or as the holder of a voting trust certificate. Any
inspection and copying under this Section may be made in person or by an agent or attorney of the shareholder or holder of a voting trust certificate making the
demand.
 

7.2. Maintenance, Inspection and Location of Bylaws. The corporation shall keep at its principal executive office, the original or a copy of these Bylaws
as amended to date, which shall be open to inspection by the shareholders at all reasonable times during office hours.
 

7.3. Maintenance, Inspection and Location of Other Corporate Records. The accounting books and records and Minutes of proceedings of the
shareholders and the Board of Directors and any committee or committees of the Board of Directors shall be kept at such place or places designated by the Board
of Directors, or, in the absence of such designation, at the principal executive office of the corporation. The Minutes shall be kept in written form and the
accounting books and records shall be kept either in written form or in any other form capable of being converted into written form. The Minutes and accounting
books and records shall be open to inspection upon the written demand of any shareholder or holder of a voting trust certificate, at any reasonable time during
usual business hours, for a purpose reasonably related to the holder’s interests as a shareholder or as the holder of a voting trust certificate. The inspection may be
made in person or by an agent or attorney, and shall include the right to copy and make extracts. These rights of inspection shall extend to the records of each
subsidiary corporation of the corporation.
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7.4. Inspection by Directors. Every director shall have the absolute right at any reasonable time to inspect all books, records, and documents of every kind

and the physical properties of the corporation and each of its subsidiary corporations. This inspection by a director may be made in person or by an agent or
attorney, and the right of inspection includes the right to copy and make extracts of documents.
 

7.5. Annual Report to Shareholders. The Board of Directors shall cause an annual report to be sent to the shareholders not later than one hundred twenty
(120) days after the close of the fiscal year adopted by the corporation. This report shall be sent at least fifteen (15) days before the annual meeting of
shareholders to be held during the next fiscal year and in the manner specified in Section 2.5 of these Bylaws for giving notice to shareholders of the corporation.
The annual report shall contain a balance sheet as of the end of the fiscal year and an income statement and statement of changes in financial position for the
fiscal year, accompanied by any report of independent accountants or, if there is no such report, the certificate of an authorized officer of the corporation that the
statements were prepared without audit from the books and records of the corporation. The annual report shall also contain such further information as required
by Section 1501(b) of the California Corporations Code.
 

7.6. Financial Statements. A copy of any annual financial statement and any income statement of the corporation for each quarterly period of each fiscal
year, and any accompanying balance sheet of the corporation as of the end of each such period, that has been prepared by the corporation shall be kept on file in
the principal executive office of the corporation for twelve (12) months, and each such statement shall be exhibited at all reasonable times to any shareholder
demanding an examination of any such statement or a copy shall be mailed to any such shareholder.
 

If a shareholder or shareholders holding at least five percent (5%) of the outstanding shares of any class of stock of the corporation makes a written request
to the corporation for an income statement of the corporation for the three-month, six-month or nine-month period of the then current fiscal year ended more than
thirty (30) days before the date of the request, and a balance sheet of the corporation as of the end of that period, the Chief Financial Officer shall cause that
statement to be prepared, if not already prepared, and shall deliver personally or mail that statement or statements to the person making the request within thirty
(30) days after the receipt of the request. If the corporation has not sent to the shareholders its annual report for the last fiscal year, this report shall likewise be
delivered or mailed to the shareholder or shareholders within thirty (30) days after the request.
 

The corporation shall also, upon the written request of any shareholder, mail to the shareholder a copy of the last annual, semi-annual, or quarterly income
statement which it has prepared, and a balance sheet as of the end of that period.
 

The quarterly income statements and balance sheets referred to in this Section shall be accompanied by the report, if any, of any independent accountants
engaged by the corporation or the certificate of an authorized officer of the corporation that the financial statements were prepared without audit from the books
and records of the corporation. All financial statements are to be prepared on a consolidated basis if the corporation has subsidiaries.
 

7.7. Annual Statement of General Information. The corporation shall, during the period in each year as provided for in Section 1502 of the California
Corporations Code, file with the Secretary of State of the State of California, on the prescribed form, a statement setting forth the authorized number of directors,
the number of vacancies on the board, if any, the names and complete business or residence addresses of all incumbent directors, the names and complete
business or residence addresses of the Chief Executive Officer, Secretary and Chief Financial Officer, the street address of its principal executive office or
principal business office in this state, and the general type of business constituting the principal business activity of the corporation, together with a designation of
the agent of the corporation for the purpose of service of process, all in compliance with Section 1502 of the California Corporations Code.
 

8. GENERAL CORPORATE MATTERS
 

8.1. Record Date for Purposes Other than Notice and Voting. For purposes of determining the shareholders entitled to receive payment of any dividend
or other distribution or allotment of any rights or entitled to exercise any rights in respect of any other lawful action (other than action by shareholders by written
consent without a meeting), the Board of Directors may fix, in advance, a record date, which shall not be more than sixty (60) days before any such action, and in
that case only shareholders of record on the date so fixed are entitled to receive the dividend, distribution, or allotment of rights or to exercise the rights, as the
case may be, notwithstanding any transfer of any shares on the books of the corporation after the record date so fixed, except as otherwise provided in the
California General Corporation Law.
 

If the Board of Directors does not so fix a record date, the record date for determining shareholders for any such purpose shall be at the close of business on
the day on which the Board adopts the applicable resolution or the sixtieth (60th) day before the date of that action, whichever is later.
 

8.2. Checks, Drafts, Evidences of Indebtedness. All checks, drafts, or other orders for payment of money, notes or other evidences of indebtedness,
issued in the name of or payable to the corporation, shall be signed or endorsed by such person or
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persons and in such manner as, from time to time, shall be determined by resolution of the Board of Directors, or in the absence of such determination, by the
President and the Secretary or the Chief Financial Officer.



 
8.3. Corporate Contracts and Instruments; How Executed. The Board of Directors, except as otherwise provided in these Bylaws, may authorize one or

more officers, employees, or agents, to enter into any contract or execute any instrument in the name of and on behalf of the corporation, and this authority may
be general or confined to specific instances; and, unless so authorized or ratified by the Board of Directors or within the agency power of an officer, no officer,
agent, or employee shall have any power or authority to bind the corporation by any contract or engagement or to pledge its credit or to render it liable for any
purpose or for any amount.
 

8.4. Certificates for Shares. A certificate or certificates for shares of the capital stock of the corporation shall be issued to each shareholder when any of
these shares are fully paid, and the Board of Directors may authorize the issuance of certificates or shares as partly paid provided that these certificates shall state
the amount of the consideration to be paid for them and the amount paid. All certificates shall be signed in the name of the corporation by the Chairman of the
Board or Vice Chairman of the Board or the President or Vice President and by the Chief Financial Officer or any Assistant Financial Officer or the Secretary or
any Assistant Secretary, certifying the number of shares and the class or series of shares owned by the shareholder. Any or all of the signatures on the certificate
may be facsimile. In case any officer, transfer agent, or registrar who has signed or whose facsimile signature has been placed on a certificate shall have ceased to
be that officer, transfer agent, or registrar before that certificate is issued, it may be issued by the corporation with the same effect as if that person were an officer,
transfer agent, or registrar at the date of issue.
 

8.5. Lost Certificates. Except as provided herein, no new certificates for shares shall be issued to replace an old certificate unless the latter is surrendered
to the corporation and cancelled at the same time. The Board of Directors may, in case any share certificate or certificate for any other security is lost, stolen or
destroyed, authorize the issuance of a replacement certificate on such terms and conditions as the Board may require, including provision for indemnification of
the corporation secured by a bond or other adequate security sufficient to protect the corporation against any claim that may be made against it, including any
expense or liability, on account of the alleged loss, theft or destruction of the certificate or the issuance of the replacement certificate.
 

8.6. Representation of Shares of Other Corporations. The Chairman of the Board, the President or any Vice President, or any other person authorized by
resolution of the Board of Directors or by any of the foregoing designated officers, is authorized to vote on behalf of the corporation any and all shares of any
other corporation or corporations, foreign or domestic, standing in the name of the corporation. The authority granted to these officers to vote or represent on
behalf of the corporation any and all shares held by the corporation in any other corporation or corporations may be exercised by any of these officers in person or
by any person authorized to do so by a proxy duly executed by these officers.
 

8.7. Construction and Definitions. Unless the context requires otherwise, the general provisions, rules of construction, and definitions in the California
General Corporation Law shall govern the construction of these Bylaws. Without limiting the generality of the foregoing, the singular number includes the plural,
the plural number includes the singular, and the term “person” refers to corporations and other entities as well as to natural persons.
 

9. AMENDMENTS
 

9.1. Amendment by Shareholders. New Bylaws may be adopted or these Bylaws may be amended or repealed by the vote or written consent of holders of
a majority of the outstanding shares entitled to vote.
 

9.2. Amendment by Directors. Subject to the rights of the shareholders as provided in Section 9.1 hereof, bylaws may be adopted, amended, or repealed
by the Board of Directors, except that the Board of Directors may adopt a bylaw or amendment of a bylaw changing the authorized number of directors only for
the purpose of fixing the exact number of directors within the limits specified in Section 3.2 of these Bylaws.
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CERTIFICATION

 
I, the undersigned, do hereby certify:

 
(1) That I am the duly elected and acting Secretary of McGrath RentCorp, a California corporation; and

 
(2) That the foregoing is a full, true and correct copy of the Bylaws of the corporation with all amendments to date of this Certificate.

 
IN WITNESS WHEREOF, I have hereunto subscribed my name and affixed the seal of said corporation this 1st day of April, 2003.

 
 

/s/ Randle F. Rose

Randle F. Rose
Secretary
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Exhibit 99.1

 
Certification of Chief Executive Officer

Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-OxleyAct of 2002

 
 

McGrath RentCorp
 

CERTIFICATION
 
In connection with the periodic report of McGrath RentCorp (the “Company”) on Form 10-Q for the period ended March 31, 2003 as filed with the Securities and
Exchange Commission (the “Report”), I, Dennis C. Kakures, Chief Executive Officer of the Company, hereby certify as of the date hereof, solely for purposes of
Title 18, Chapter 63, Section 1350 of the United States Code, that to the best of my knowledge:
 

(1) the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, and
 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company at the

dates and for the periods indicated.
 
This Certification has not been, and shall not be deemed, “filed” with the Securities and Exchange Commission.
 

Date:    April 30, 2003
 

 
 

By:
 

/s/    DENNIS C. KAKURES

        
Dennis C. Kakures

Chief Executive Officer
 

A signed original of this written statement required by Section 906 has been provided to McGrath RentCorp and will be retained by McGrath RentCorp and
furnished to the Securities and Exchange Commission or its staff upon request.



 
Exhibit 99.2

 
Certification of Chief Financial Officer

Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

 
McGrath RentCorp

 
CERTIFICATION

 
In connection with the periodic report of McGrath RentCorp (the “Company”) on Form 10-Q for the period ended March 31, 2003 as filed with the Securities and
Exchange Commission (the “Report”), I, Thomas J. Sauer, Chief Financial Officer of the Company, hereby certify as of the date hereof, solely for purposes of
Title 18, Chapter 63, Section 1350 of the United States Code, that to the best of my knowledge:
 

(1) the Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934, and
 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company at the

dates and for the periods indicated.
 
This Certification has not been, and shall not be deemed, “filed” with the Securities and Exchange Commission.
 

Date:    April 30, 2003        
 

 
 

By:
 

/s/    THOMAS J. SAUER        

        
Thomas J. Sauer

Chief Financial Officer
 
A signed original of this written statement required by Section 906 has been provided to McGrath RentCorp and will be retained by McGrath RentCorp and
furnished to the Securities and Exchange Commission or its staff upon request.


