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If the only securities being registered on this form are being offered
pursuant to dividend or interest reinvestment plans, please check the following
box. [ ]

If any of the securities being registered on this form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. [ ]

If this form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. [ 1]

If this form is a post-effective amendment filed pursuant to Rule 462 (c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [ ]

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. [ 1]

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8 (a) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING
PURSUANT TO SAID SECTION 8(a), MAY DETERMINE.

The information in this prospectus is not complete and may be changed. These
securities may not be sold until the registration statement filed with the
Securities and Exchange Commission is effective. This prospectus 1is not an offer
to sell these securities and offers to buy these securities are not being
solicited in any state where the offer or sale is not permitted.
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COMMON STOCK
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THE SELLING STOCKHOLDERS NAMED IN THIS PROSPECTUS ARE OFFERING 3,120,000 SHARES
OF OUR COMMON STOCK. WE WILL NOT RECEIVE ANY PROCEEDS FROM THE SALE OF THE
COMMON STOCK IN THIS OFFERING.

OUR COMMON STOCK IS QUOTED ON THE NASDAQ NATIONAL MARKET UNDER THE SYMBOL
"RCII." ON MAY 8, 2002, THE REPORTED LAST SALE PRICE OF OUR COMMON STOCK ON THE
NASDAQ NATIONAL MARKET WAS $58.59 PER SHARE.

INVESTING IN OUR COMMON STOCK INVOLVES RISKS. SEE "RISK FACTORS" BEGINNING ON
PAGE 6.

PRICE $ A SHARE
UNDERWRITING
PRICE TO DISCOUNTS AND
PUBLIC COMMISSIONS
N el o s P $ S
o o S $

The selling stockholders have granted the underwriters the right to purchase up
to an additional 468,000 shares of common stock to cover over—-allotments.

The Securities and Exchange Commission and state securities regulators have not
approved or disapproved these securities, or determined if this prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

Morgan Stanley & Co. Incorporated expects to deliver the shares to purchasers on
2002.
4

MORGAN STANLEY LEHMAN BROTHERS
BEAR, STEARNS & CO. INC.
SUNTRUST ROBINSON HUMPHREY
WACHOVIA SECURITIES

, 2002

TABLE OF CONTENTS

PROCEEDS TO
SELLING
STOCKHOLDERS



Edgar Filing: RENT A CENTER INC DE - Form S-3/A

PAGE

ProsSpectus SUMMAILY .« v it it ittt ittt ittt ettt eeeeeeeeeeeeeeeees 1
RiISK FaCtOr S . i ittt ittt ittt ittt ettt ittt nnnas 6
Special Note Regarding Forward-Looking Statements........... 10
UsSe Of PrOCEEAS . v ittt ittt ittt ettt ittt nnnas 11
Dividend PoOliCy . v v ettt i ittt ettt ettt eeeeeee e 11
Common Stock Price RaANge. . ...t iiiii ittt eeeeeeeeeeaneeeeenns 12
Capitalization. vttt ittt et e et e ettt e e e e 13
Selected Consolidated Financial and Operating Data.......... 14
Management's Discussion and Analysis of Financial Condition

and Results of OperationsS. . ...t ittt tnneeeeeneenns 16
2= I L = = 32
LY E= B e F= T 10 0TS o 44
Selling Stockholders. ...ttt ittt ettt e et eeaeeens 48
Description of Capital StocK..... ittt eeeenennnn 49
Shares Eligible for Future Sale...... ..ttt eennnnns 54
UnderWr it er S . vt ittt ittt ittt ettt ettt i i e e e e 55
Legal Matt el S . it ittt it ettt et e et e ettt et e e 57
4 1 57
Where You Can Find More Information.............c..ciieeeon.. 58
Index to Financial Statements.........c..iiiiit it eeennn F-1

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED IN OR INCORPORATED BY
REFERENCE IN THIS PROSPECTUS. WE HAVE NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH
INFORMATION DIFFERENT FROM THAT CONTAINED IN OR INCORPORATED BY REFERENCE IN
THIS PROSPECTUS. THE SELLING STOCKHOLDERS ARE OFFERING TO SELL SHARES OF COMMON
STOCK AND SEEKING OFFERS TO BUY SHARES OF COMMON STOCK ONLY IN JURISDICTIONS
WHERE OFFERS AND SALES ARE PERMITTED. THE INFORMATION CONTAINED IN THIS
PROSPECTUS IS ACCURATE ONLY AS OF THE DATE OF THIS PROSPECTUS, REGARDLESS OF THE
TIME OF DELIVERY OF THIS PROSPECTUS OR OF ANY SALE OF OUR COMMON STOCK.

PROSPECTUS SUMMARY

You should read this summary together with the more detailed information
regarding us and the common stock being sold in this offering and our financial
statements and related notes appearing elsewhere or incorporated by reference in
this prospectus. Unless otherwise indicated, "we," "us" and "our" means
Rent-A-Center, Inc. and our wholly-owned subsidiaries. Except as otherwise
indicated, the information in this prospectus assumes that the underwriters'
over—-allotment option is not exercised and does not reflect dividends accrued on
the Series A preferred stock after March 31, 2002.

RENT-A-CENTER
OUR BUSINESS

We are the largest rent-to-own operator in the United States with an
approximate 29% market share based on store count. At March 31, 2002, we
operated 2,284 company-owned stores in 50 states, the District of Columbia and
Puerto Rico. Our subsidiary, ColorTyme, Inc., is a national franchisor of
rent-to-own stores. At March 31, 2002, ColorTyme had 338 franchised stores in 42
states, 326 of which operated under the ColorTyme name and 12 stores of which
operated under the Rent-A-Center name. This represents a further 4% market share
based on store count.
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Our stores offer high quality, durable products such as home electronics,
appliances, computers, and furniture and accessories under flexible rental
purchase agreements that typically allow the customer to obtain ownership of the
merchandise at the conclusion of an agreed upon rental period. These rental
purchase agreements are designed to appeal to a wide variety of customers by
allowing them to obtain merchandise that they might otherwise be unable to
obtain due to insufficient cash resources or a lack of access to credit. These
agreements also cater to customers who only have a temporary need, or who simply
desire to rent rather than purchase the merchandise. We estimate that
approximately 62% of our business is from repeat customers. We offer well known
brands such as Philips, Sony, JVC, Toshiba and Mitsubishi home electronics,
Whirlpool appliances, Dell, Compag and Hewlett Packard computers and Ashley,
England and Benchcraft furniture. For the year ended December 31, 2001, home
electronics merchandise generated 41% of our store rental revenue, 32% was
derived from furniture and home furnishing accessories, 17% from appliances and
10% from computers.

We have demonstrated a strong track record of growth, expanding from 717
owned or franchised stores at December 31, 1996 to 2,622 at March 31, 2002,
primarily through acquisitions. Over that same period, we experienced a
compounded annual growth rate in sales of approximately 48% and a compounded
annual growth rate in earnings per share before non-recurring items of
approximately 32%. In 2001, we had total revenues of $1.81 billion, 12.9% growth
over 2000, driven primarily by same store sales gains of 8.0%. For the three
months ended March 31, 2002, we had total revenues of $498.6 million and 13.4%
growth over the same period in 2001, driven primarily by same store sales gains
of 7.7%. We have incurred significant amounts of debt secured by substantially
all of our assets and subordinated debt in connection with our acquisition
program. These debt agreements restrict our ability to pay dividends.
Immediately following the Thorn Americas and Central Rents acquisitions in 1998,
our outstanding debt was $895.9 million, while our preferred stock and
stockholders' equity were $259.5 million and $136.2 million, respectively. At
March 31, 2002, our outstanding debt was $702.5 million, while our preferred
stock and stockholders' equity were $294.7 million and $424.7 million,
respectively. As of March 31, 2002, we had cash on hand of $167.3 million.

INDUSTRY BACKGROUND

According to industry sources and our estimates, the rent-to-own industry
consists of approximately 8,000 stores and provides approximately 7.0 million
products to over 3.0 million households each year. We estimate the six largest
rent-to-own industry participants account for 4,700 of the total number of
stores, and the majority of the remainder of the industry consists of operations
with fewer than 20 stores. The rent-to-own industry is highly fragmented and,
due primarily to the decreased availability of traditional financing sources,
has experienced, and we believe will continue to experience, consolidation.

STRATEGY
Our strategy includes:

- ENHANCING STORE OPERATIONS--We continually seek to improve store
performance through strategies intended to produce gains in operating
efficiency and profitability. We have refocused our efforts to
control and improve store-level expenses as well as enhance store
revenues.
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—— OPENING NEW STORES AND ACQUIRING EXISTING RENT-TO-OWN STORES—-We
intend to expand our business both by opening new stores in targeted
markets and by acquiring existing rent-to-own stores.

- BUILDING OUR NATIONAL BRAND--We have implemented a strategy to
increase our name recognition and enhance our national brand. As a
part of a national branding strategy, in April 2000 we launched a
national advertising campaign featuring John Madden as our national
advertising spokesperson.

We were incorporated as a Delaware corporation on September 16, 1986. Our
principal executive offices are located at 5700 Tennyson Parkway, Third Floor,
Plano, Texas 75024, telephone (972) 801-1100.

THE OFFERING

Common Stock offered by:
Apollo Investment Fund IV,

L ittt et e e e e e e e e e 2,847,378 shares
Apollo Overseas Partners 1V,
T O 152,777 shares
Bear Stearns MB 1998-1999 Pre-
Fund, LLC.....uutiieeneenn.n 119,845 shares
Total.w et i it et et e eeean 3,120,000 shares
Over-allotment option offered by
the selling stockholders......... 468,000 shares

Common Stock to be outstanding
after this offering.............. 27,265,962 shares

Use of Proceeds.....ovvvivvnnnn. We will not receive any proceeds from the
sale of the shares in this offering.

Nasdag National Market symbol.... RCII

The above information regarding shares outstanding is as of March 31, 2002.
As of that date, there were 295,198 shares of Series A preferred stock
outstanding. The shares of our Series A preferred stock are convertible at any
time into the number of shares of common stock equal to the liquidation
preference, which is $1,000 per share of Series A preferred stock plus all
accrued but unpaid dividends to the date of conversion, divided by the
conversion price, which is currently $27.935 per share. As of March 31, 2002,
the liquidation preference was $297,928,449. Accordingly, the Series A preferred
stock was convertible on March 31, 2002 into 10,665,059 shares of common stock.
The information above regarding shares offered by the selling stockholders and
shares outstanding assumes the conversion of 87,158 shares of our Series A
preferred stock into the 3,120,000 shares of common stock being sold in this
offering, but excludes 7,545,059 shares of common stock issuable upon conversion
of the remaining shares of our Series A preferred stock outstanding after this
offering, and excludes 3,738,305 shares of common stock issuable upon the
exercise of stock options, with a weighted average exercise price of $29.18,
issued pursuant to our Long-Term Incentive Plan. The Series A preferred stock
accrues dividends until the date of conversion. Through May 1, 2002, accrued but
unpaid dividends from March 31, 2002 amounted to approximately 918 shares of
Series A preferred stock.
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SUMMARY CONSOLIDATED FINANCIAL AND OPERATING DATA

The data following for the three years ended December 31, 2001 have been
derived from the audited consolidated financial statements included elsewhere in
this prospectus. The data provided as of and for the three months ended March
31, 2001 and 2002 have been derived from our unaudited consolidated financial
statements which were prepared on the same basis as our audited financial
statements and include, in our opinion, all adjustments necessary to present
fairly the information presented for the interim periods. Interim period results
are not necessarily indicative of results that will be obtained for the full
year.

THREE MONTH
YEAR ENDED DECEMBER 31, MARCH

(UNAUDI
(IN THOUSANDS, EXCEPT PER SHARE DATA)

CONSOLIDATED STATEMENTS OF EARNINGS:

Revenues
Store
Rentals and fees..........civn... $1,270,885 $1,459, 664 $1,650,851 $393,123
Merchandise sales......cuieieeenennn. 88,516 81,166 94,733 30,759
[ oL 2,177 3,018 3,476 1,330
Franchise
Merchandise salesS.......cuuovveuee... 49,696 51,769 53,584 13,027
Royalty income and fees............. 5,893 5,997 5,884 1,463

Total revenuUesS. . v . e eeeeeneens 1,417,167 1,601,614 1,808,528 439,702
Operating expenses
Direct store expenses
Depreciation of rental

merchandise........c.uiiiiiinnenn.. 265,486 299,298 343,197 80,812

Cost of merchandise sold............ 74,027 65,332 72,539 21,555
Salaries and other expenses......... 770,572 866,234 1,019,402 242,219
Franchise cost of merchandise sold.... 47,914 49,724 51,251 12,494
1,157,999 1,280,588 1,486,389 357,080

General and administrative expenses... 42,029 48,093 55,359 12,869
Amortization of intangibles........... 27,116 28,303 30,194 7,268
Class action litigation settlements... —— (22,383) (1) 52,000 (2) ——
Total operating expenses....... 1,227,144 1,334,601 1,623,942 377,217
Operating profit............... 190,023 267,013 184,586 62,485

Interest eXPEeNSe. .ttt ttneeeeeeeenns 75,673 74,324 60,874 16,510
Interest INCOME. .. ...ttt teeennennns (904) (1,706) (1,094) (361)
Earnings before income taxes... 115,254 194,395 124,806 46,336

InCcome taX EXPENSEC . v ve et eennneeeeeeenns 55,899 91,368 58,589 21,338
Net earnings......eeeeeeeneeen. 59,355 103,027 66,217 24,998
Preferred dividends........oviiiieune... 10,039 10,420 15,408 4,325
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Net earnings allocable to

common stockholders.......... S 49,316 S 92,607 S 50,809 $ 20,673

Basic earnings per common share......... $2.04 $3.79 $1.97 $.83

Diluted earnings per common share....... $1.74 $2.96 $1.79 $.69

Basic weighted average shares........... 24,229 24,432 25,846 24,959

Diluted weighted average shares......... 34,131 34,812 37,079 36,375
4

AS OF MARCH 31, 2002

(UNAUDITED)
(IN THOUSANDS)

CONSOLIDATED BALANCE SHEET DATA:

B o= T = $1,677,036 $1,677,036
Total debt ... e e e e e 702,525 702,525
Total liabilities.. ...ttt tieeeaenn. 957,630 957,630
Redeemable convertible voting preferred stock, net........ 294,674 207,671
Stockholders' eqUity. ..ttt it ettt eeeeeeeeeannn 424,732 511,735

YEAR ENDED DECEMBER 31,
—————————————————————————————— THREE MONTHS
1999 2000 2001 MARCH 31,

(UNAUDITE
(DOLLARS IN THOUSANDS)

OPERATING DATA:

Stores open at end of period....... ... ... 2,075 2,158 2,281 2,284
Comparable store revenue growth(4) .............. 7.7% 12.6% 8.0% 7.7
Franchise stores open at end of period.......... 365 364 342 338
EBITDA (5) vttt ettt e e et e e et e e et e e et e et $248,452 $306,077 $304, 690 $98,482
EBITDA MATGIN . e vttt ettt e eeeeeennnaneeeseeenennas 17.5% 19.1% 16.8% 19.8
Capital expendituUres......ue i i et eeeeennnns $36,211 $37,937 $57,532 $8,100

(1)

(3)

Includes the effects of a pre-tax, non-recurring refund of $22.4 million for
unlocated class members associated with the coordinated settlement of three
class action lawsuits in the state of New Jersey.

Includes the effects of a pre-tax legal settlement of $52.0 million
associated with the 2001 settlement of gender discrimination lawsuits

pending in the states of Missouri, Illinois and Tennessee.

Gives effect to the conversion of Series A preferred stock into the
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3,120,000 shares of common stock offered by the selling stockholders and
does not include estimated offering expenses of $500,000 related to the
offering to be paid by us.

(4) Comparable store revenue for each period presented includes revenues only of
stores open and operated by us throughout the full period and the comparable
prior period.

(5) EBITDA is defined as operating profit plus depreciation (exclusive of
depreciation of rental merchandise), amortization of intangibles and
non-recurring litigation settlements. EBITDA should not be considered as a
substitute for income from operations, net income or cash flow from
operating activities (as determined in accordance with generally accepted
accounting principles) for the purpose of analyzing operating performance,
financial position and cash flows.

RISK FACTORS

You should carefully consider the risks described below before making an
investment decision. We believe these are all the material risks currently
facing our business. Our business, financial condition or results of operations
could be materially adversely affected by these risks. The trading price of our
common stock could decline due to any of these risks, and you may lose all or
part of your investment. You should also refer to the other information included
or incorporated by reference in this prospectus, including our financial
statements and related notes.

WE MAY NOT BE ABLE TO SUCCESSFULLY IMPLEMENT OUR GROWTH STRATEGY, WHICH COULD
CAUSE OUR FUTURE EARNINGS TO GROW MORE SLOWLY OR EVEN DECREASE.

As part of our growth strategy, we intend to increase our total number of
stores in both existing markets and new markets through a combination of new
store openings and store acquisitions. We increased our store base by 83 stores
in 2000, 123 stores in 2001 and currently intend to increase our store base by
60 to 80 stores in 2002. Our growth strategy could place a significant demand on
our management and our financial and operational resources. This growth strategy
is subject to various risks, including uncertainties regarding the ability to
open new stores and our ability to acquire additional stores on favorable terms.
We may not be able to continue to identify profitable new store locations or
underperforming competitors as we currently anticipate. If we are unable to
implement our growth strategy, our earnings may grow more slowly or even
decrease.

Our continued growth also depends on our ability to increase sales in our
existing stores. Our same store sales increased by 12.6% and 8.0% for 2000 and
2001, respectively, and 7.7% in the first quarter ended March 31, 2002. As a
result of new store openings in existing markets and because mature stores will
represent an increasing proportion of our store base over time, our same store
sale increases in future periods may be lower than historical levels.

IF WE FAIL TO EFFECTIVELY MANAGE OUR GROWTH AND INTEGRATE NEW STORES, OUR
FINANCIAL RESULTS MAY BE ADVERSELY AFFECTED.

The benefits we anticipate from our growth strategy may not be realized.
The addition of new stores, both through store openings and through
acquisitions, requires the integration of our management philosophies and
personnel, standardization of training programs, realization of operating
efficiencies and effective coordination of sales and marketing and financial
reporting efforts. In addition, acquisitions in general are subject to a number
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of special risks, including adverse short-term effects on our reported operating
results, diversion of management's attention and unanticipated problems or legal
liabilities. Further, a newly opened store generally does not attain positive
cash flow during its first year of operations.

THERE ARE LEGAL PROCEEDINGS PENDING AGAINST US SEEKING MATERIAL DAMAGES. THE
COSTS WE INCUR IN DEFENDING OURSELVES OR ASSOCIATED WITH SETTLING ANY OF THESE
PROCEEDINGS, AS WELL AS A MATERIAL FINAL JUDGMENT OR DECREE AGAINST US, COULD
MATERIALLY ADVERSELY AFFECT OUR FINANCIAL CONDITION BY REQUIRING THE PAYMENT OF
THE SETTLEMENT AMOUNT, A JUDGMENT OR THE POSTING OF A BOND.

Some lawsuits against us involve claims that our rental agreements
constitute installment sales contracts, violate state usury laws or violate
other state laws enacted to protect consumers. We are also defending class
action lawsuits alleging we violated the securities laws and have entered into a
proposed settlement covering claims associated with three alleged class actions
asserting gender discrimination in our employment practices. Because of the
uncertainties associated with litigation, we cannot estimate for you our
ultimate liability for these matters, if any. The failure to pay any judgment
would be a default under our senior credit facilities and the indenture
governing our outstanding subordinated notes.

OUR DEBT AGREEMENTS IMPOSE RESTRICTIONS ON US WHICH MAY LIMIT OR PROHIBIT US
FROM ENGAGING IN CERTAIN TRANSACTIONS. IF A DEFAULT WERE TO OCCUR, OUR LENDERS
COULD ACCELERATE THE AMOUNTS OF DEBT OUTSTANDING, AND HOLDERS OF OUR SECURED
INDEBTEDNESS COULD FORCE US TO SELL OUR ASSETS TO SATISFY ALL OR A PART OF WHAT
IS OWED.

Covenants under our senior credit facilities and the indenture governing
our outstanding subordinated notes restrict our ability to pay dividends, engage
in various operational matters as well as require us to maintain specified
financial ratios and satisfy specified financial tests. Our ability to meet
these financial ratios and tests may be affected by events beyond our control.
These restrictions could limit our ability to obtain future financing, make
needed capital expenditures or other investments, repurchase our outstanding
debt or equity, withstand a future downturn in our business or in the economy,
dispose of operations, engage in mergers, acquire additional stores or otherwise
conduct necessary corporate activities. Various transactions that we may view as
important opportunities, such as specified acquisitions, are also subject to the
consent of lenders under the senior credit facilities, which may be withheld or
granted subject to conditions specified at the time that may affect the
attractiveness or viability of the transaction.

If a default were to occur, the lenders under our senior credit facilities
could accelerate the amounts outstanding under the credit facilities and our
other lenders could declare immediately due and payable all amounts borrowed
under other instruments that contain certain provisions for cross-acceleration
or cross—default. In addition, the lenders under these agreements could
terminate their commitments to lend to us. If the lenders under these agreements
accelerate the repayment of borrowings, we may not have sufficient liquid assets
at that time to repay the amounts then outstanding under our indebtedness or be
able to find additional alternative financing. Even if we could obtain
additional alternative financing, the terms of the financing may not be
favorable or acceptable to us.

The existing indebtedness under our senior credit facilities is secured by
substantially all of our assets. Should a default or acceleration of this
indebtedness occur, the holders of this indebtedness could sell the assets to
satisfy all or a part of what is owed. Our senior credit facilities also contain

10
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provisions prohibiting the modification of our outstanding subordinated notes,
as well as limiting our ability to refinance such notes.

A CHANGE OF CONTROL COULD ACCELERATE OUR OBLIGATION TO PAY OUR OUTSTANDING
INDEBTEDNESS, AND WE MAY NOT HAVE SUFFICIENT LIQUID ASSETS TO REPAY THESE
AMOUNTS.

Under our senior credit facilities, an event of default would result if
Apollo Management IV, L.P. and its affiliates cease to own at least 4,474,673
shares of our common stock on an as converted basis. As of March 31, 2002 and
after giving effect to this offering, Apollo and its affiliates will continue to
own 7,255,234 shares of our common stock, or 6,805,211 if the underwriters'
over—allotment is exercised in full, on an as converted basis. An event of
default would also result under the senior credit facilities if a third party
became the beneficial owner of 33.33% or more of our voting stock at a time when
certain permitted investors owned less than the third party or Apollo owned less
than 35% of the voting stock owned by the permitted investors. As of March 31,
2002, we are required to pay under our senior credit facilities $1.9 million in
each of 2002 and 2003, $26.4 million in 2004, $100.0 million in 2005 and $297.8
million after 2005. These payments reduce our operating cash flow. If the
lenders under our debt instruments accelerate these obligations, we may not have
sufficient ligquid assets to repay amounts outstanding under these agreements.

Under the indenture governing our outstanding subordinated notes, in the
event that a change in control occurs, we may be required to offer to purchase
all of our outstanding subordinated notes at 101% of their original aggregate
principal amount, plus accrued interest to the date of repurchase. A change in
control also would result in an event of default under our senior credit
facilities, which could then be accelerated by our lenders, and would require us
to offer to redeem our Series A preferred stock.

RENT-TO-OWN TRANSACTIONS ARE REGULATED BY LAW IN MOST STATES. ANY ADVERSE CHANGE
IN THESE LAWS OR THE PASSAGE OF ADVERSE NEW LAWS COULD EXPOSE US TO LITIGATION
OR REQUIRE US TO ALTER OUR BUSINESS PRACTICES.

As is the case with most businesses, we are subject to various governmental
regulations, including specifically in our case regulations regarding
rent-to-own transactions. There are currently 47 states that have passed laws
regulating rental purchase transactions and another state that has a retail
installment sales statute

that excludes rent-to-own transactions from its coverage if certain criteria are
met. These laws generally require certain contractual and advertising
disclosures. They also provide varying levels of substantive consumer
protection, such as requiring a grace period for late fees and contract
reinstatement rights in the event the rental purchase agreement is terminated.
The rental purchase laws of nine states limit the total amount of rentals that
may be charged over the life of a rental purchase agreement. Several states also
effectively regulate rental purchase transactions under other consumer
protection statutes. We are currently subject to outstanding judgments and other
litigation alleging that we have violated some of these statutory provisions.

Although there is no comprehensive federal legislation regulating
rental-purchase transactions, adverse federal legislation may be enacted in the
future. From time to time, legislation has been introduced in Congress seeking
to regulate our business. In addition, various legislatures in the states where
we currently do business may adopt new legislation or amend existing legislation
that could require us to alter our business practices.

OUR BUSINESS DEPENDS ON A LIMITED NUMBER OF KEY PERSONNEL, WITH WHOM WE DO NOT

11
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HAVE EMPLOYMENT AGREEMENTS. THE LOSS OF ANY ONE OF THESE INDIVIDUALS COULD
DISRUPT OUR BUSINESS.

Our continued success is highly dependent upon the personal efforts and
abilities of our senior management, including Mark E. Speese, our Chairman of
the Board and Chief Executive Officer, Mitchell E. Fadel, our President, and
Dana F. Goble and David A. Kraemer, our Executive Vice-Presidents of Operations.
We do not have employment contracts with or maintain key-person insurance on the
lives of any of these officers and the loss of any one of them could disrupt our
business.

A SMALL GROUP OF OUR DIRECTORS AND THEIR AFFILIATES HAVE SIGNIFICANT INFLUENCE
ON ALL STOCKHOLDER VOTES. AS A RESULT, THEY WILL CONTINUE TO HAVE THE ABILITY TO
EXERCISE EFFECTIVE CONTROL OVER THE OUTCOME OF ACTIONS REQUIRING THE APPROVAL OF
OUR STOCKHOLDERS, INCLUDING POTENTIAL ACQUISITIONS, ELECTIONS OF OUR BOARD OF
DIRECTORS AND SALES OR CHANGES IN CONTROL.

Mr. Speese, our Chairman and Chief Executive Officer, Apollo Investment
Fund IV, L.P. and Apollo Overseas Partners IV, L.P. are parties to a
stockholders agreement relating to the voting of our securities held by them at
meetings of our stockholders. As of March 31, 2002 and after giving effect to
this offering, approximately 23.2% of our voting stock, or 22.0% if the
underwriters' over-allotment is exercised in full, assuming the conversion of
our Series A preferred stock and all outstanding options, is controlled by Mr.
Speese and Apollo.

OUR ORGANIZATIONAL DOCUMENTS, SERIES A PREFERRED STOCK AND DEBT INSTRUMENTS
CONTAIN PROVISIONS THAT MAY PREVENT OR DETER ANOTHER GROUP FROM PAYING A PREMIUM
OVER THE MARKET PRICE TO OUR STOCKHOLDERS TO ACQUIRE OUR STOCK.

Our organizational documents contain provisions that classify our board of
directors, authorize our board of directors to issue blank check preferred stock
and establish advance notice requirements on our stockholders for director
nominations and actions to be taken at annual meetings of the stockholders. In
addition, as a Delaware corporation, we are subject to Section 203 of the
Delaware General Corporation Law relating to business combinations. Our senior
credit facilities, the indenture governing our subordinated notes and our Series
A preferred stock certificate of designations each contain various change of
control provisions which, in the event of a change of control, would cause a
default under those provisions. These provisions and arrangements could delay,
deter or prevent a merger, consolidation, tender offer or other business
combination or change of control involving us that could include a premium over
the market price of our common stock that some or a majority of our stockholders
might consider to be in their best interests.

OUR STOCK PRICE IS VOLATILE, AND YOU MAY NOT BE ABLE TO RECOVER YOUR INVESTMENT
IFF OUR STOCK PRICE DECLINES.

The stock price of our common stock has been volatile and can be expected
to be significantly affected by factors such as:

- quarterly variations in our results of operations, which may be
impacted by, among other things, changes in same store sales and when
and how many stores we acquire or open;

- quarterly variations in our competitors' results of operations;

- changes in earnings estimates or buy/sell recommendations by
financial analysts;
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- the stock price performance of comparable companies; and

- general market conditions or market conditions specific to particular
industries.

OUR STOCK PRICE MAY DECLINE IF EXISTING STOCKHOLDERS SELL ADDITIONAL SHARES.

As of March 31, 2002 and assuming the conversion of our Series A preferred
stock and all outstanding options, upon completion of this offering,
approximately 75.0% of our common stock on a fully diluted basis will be held by
the public, approximately 1.8% will be held by members of our management, other
than Mr. Speese, approximately 3.6% will be held by Mr. Speese and approximately
19.6%, or 18.4% if the underwriters exercise their over-allotment option in
full, will be held by Apollo Investment Fund IV, L.P., Apollo Overseas Partners
IV, L.P. and their affiliates and Bear Stearns MB Fund. If these stockholders
sell shares of our common stock in the public market, the market price of our
common stock could fall. These sales might make it more difficult for us to sell
equity or equity-related securities in the future at a time and place that we
deem appropriate.

We, our directors and executive officers, and the selling stockholders have
each entered into certain lock-up restrictions in which each agrees that, in
general, without the prior written consent of Morgan Stanley & Co. Incorporated
on behalf of the underwriters, each will not, during the period ending 90 days
after the date of this prospectus, sell or agree to sell, any shares of common
stock or any securities convertible into or exercisable or exchangeable for
common stock. Following the expiration of these lock-up restrictions, all of the
shares held by those persons will be eligible for immediate sale in the public
market, subject in some cases to compliance with the volume and manner of sale
requirements of Rule 144 under the Securities Act of 1933, and in the case of
Mr. Speese, to a stockholders agreement he has entered into with Apollo and us.
Under the registration rights agreements we have entered into, Apollo and its
affiliates have the right to request that their shares be registered, subject to
a reduction in the number of shares upon the advice of a managing underwriter in
the related offering.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

The statements, other than statements of historical facts, included in this
prospectus are forward-looking statements. Forward-looking statements generally
can be identified by the use of forward-looking terminology such as "may,"
"will," "would," "expect," "intend," "could," "estimate," "should," "anticipate"
or "believe." We believe that the expectations reflected in such forward-looking
statements are accurate. However, we cannot assure you that such expectations
will occur. Our actual future performance could differ materially from such
statements. Factors that could cause or contribute to such differences include,
but are not limited to:

- uncertainties regarding the ability to open new stores;

- our ability to acquire additional rent-to-own stores on favorable
terms;

- our ability to enhance the performance of these acquired stores;

- our ability to control store level costs and implement our margin
enhancement initiatives;
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- our ability to realize benefits from our margin enhancement
initiatives;

- the results of our litigation;

- the passage of legislation adversely affecting the rent-to-own
industry;

—= interest rates;
- our ability to collect on our rental purchase agreements;

- our ability to effectively hedge interest rates on our outstanding
debt;

- changes in our effective tax rate; and
- the other risks detailed from time to time in our SEC reports.

Additional factors that could cause our actual results to differ materially
from our expectations are discussed under the section entitled "Risk Factors"
and elsewhere in this prospectus. You should not unduly rely on these
forward-looking statements, which speak only as of the date of this prospectus.
Except as required by law, we are not obligated to publicly release any
revisions to these forward-looking statements to reflect events or circumstances
occurring after the date of this prospectus or to reflect the occurrence of
unanticipated events.

10

USE OF PROCEEDS

We will not receive any proceeds from the sale of common stock in this
offering by the selling stockholders.

DIVIDEND POLICY

We have not paid any cash dividends since the time of our initial public
offering. Our senior credit facility currently prohibits the payment of cash
dividends on our common stock and preferred stock and the indenture governing
our subordinated notes places restrictions on our ability to do so. We do not
anticipate paying cash dividends on our common stock in the foreseeable future.

We have not paid any cash dividends on our Series A preferred stock to
date. Under the terms of the certificate of designations governing our Series A
preferred stock, we may pay dividends on our Series A preferred stock, at our
option, in cash or additional shares of Series A preferred stock until August
2003, after which time the dividends are payable in cash. Since the time of the
issuance of our Series A preferred stock, we have paid the required dividends in
additional shares of Series A preferred stock. These additional shares are
issued under the same terms and with the same conversion ratio as were the
shares of our Series A preferred stock issued in August 1998. Accordingly, the
shares of Series A preferred stock issued as a dividend are convertible into our
common stock at a conversion price of $27.935. Based on a liquidation preference
of $297,928,449 as of March 31, 2002, the Series A preferred stock is
convertible into 10,665,059 shares of common stock, 3,120,000 of which are being
sold by the selling stockholders in this offering. Our senior credit facilities
agreement allows us to pay cash dividends on our Series A preferred stock
beginning in August 2003 so long as we are not in default under that agreement.
Cash dividend payments are also subject to the restrictions in the indenture
governing our subordinated notes. These restrictions in the indenture would not
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currently prohibit the payment of cash dividends.

Any change in our dividend policy, including our dividend policy on our
Series A preferred stock, will be made at the discretion of our Board of
Directors and will depend on a number of factors, including future earnings,
capital requirements, contractual restrictions, financial condition, future
prospects and any other factors our Board of Directors may deem relevant. You
should read the section entitled "Management's Discussion and Analysis of
Financial Condition and Results of Opera