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Item 1.01 Entry into a Material Definitive Agreement.
Executive Salaries and Bonuses

On January 20, 2006, the board of directors of McGrath RentCorp (the “Company”) approved increases to the 2005 base salary levels applicable to certain
of the Company’s named executive officers, effective for the 2006 calendar year as follows:

2005 Salary 2006 Salary
Joseph Hanna $228,000 $242,000
Randle Rose $182,000 $190,000
Richard Brown $ 180,000 $ 188,000
Susan Boutwell $ 180,000 $ 188,000

The maximum bonus levels for 2006 (as a percentage of each of their base salaries) applicable to Joe Hanna, Randle Rose, Richard Brown, and Susan
Boutwell remained at 71%, 66%, 66% and 66%, respectively. The bonus amounts payable to these executive officers are based on a combination of the level of
the Company’s pre-tax profit for the year (or similar financial metrics for the modular building rental division and the electronic test equipment rental division, in
the case of Richard Brown and Susan Boutwell, respectively) and the extent to which each executive officer achieved their own individual performance goals.
These named executive officers are “at will” employees of the Company.
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