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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2008
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 0-25370

Rent-A-Center, Inc.
(Exact name of registrant as specified in its charter)

Delaware 45-0491516
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
5501 Headquarters Drive
Plano, Texas 75024

(Address, including zip code of registrant s
principal executive offices)
Registrant s telephone number, including area code: 972-801-1100

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was

required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
YESp NOo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting

company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filerp ~ Accelerated filer o Non-accelerated filer o Smaller reporting company o

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

YES o NO p
Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of October 30, 2008:
Class Outstanding
Common stock, $.01 par value
per share 66,762,708
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RENT-A-CENTER, INC. AND SUBSIDIARIES

Item 1. Financial Statements.

CONSOLIDATED STATEMENTS OF EARNINGS

(In thousands, except per share data)

Revenues

Store

Rentals and fees
Merchandise sales
Installment sales

Other

Franchise

Merchandise sales
Royalty income and fees

Operating expenses

Direct store expenses

Cost of rentals and fees

Cost of merchandise sold

Cost of installment sales

Salaries and other expenses
Franchise cost of merchandise sold

General and administrative expenses
Amortization of intangibles
Restructuring charge

Total operating expenses

Operating profit

Interest expense

Interest income

Earnings before income taxes

Income tax expense

NET EARNINGS

Table of Contents

Three months ended September

30,
2008 2007
Unaudited
$ 621,290 $ 631,132
57,062 53,574
10,554 8,593
10,704 3,940
7,969 7,376
1,176 5,086
708,755 709,701
142,314 140,219
44714 41,065
4,065 2,822
417,354 422 294
7,640 7,072
616,087 613,472
30,361 31,701
3,545 3,953
213
650,206 649,126
58,549 60,575
15,040 23.419
(2,073) (1,703)
45,582 38,859
16,203 13,584
$ 29,379 $ 25,275
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Basic earnings per common share $ 0.44 $ 0.37

Diluted earnings per common share $ 0.44 $ 0.37

See accompanying notes to consolidated financial statements.
1
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RENT-A-CENTER, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS

(In thousands, except per share data)

Revenues

Store

Rentals and fees
Merchandise sales
Installment sales

Other

Franchise

Merchandise sales
Royalty income and fees

Operating expenses

Direct store expenses

Cost of rentals and fees

Cost of merchandise sold

Cost of installment sales

Salaries and other expenses
Franchise cost of merchandise sold

General and administrative expenses
Amortization of intangibles
Litigation expense

Restructuring charge

Total operating expenses

Operating profit

Interest expense

Interest income

Earnings before income taxes

Income tax expense

NET EARNINGS

Table of Contents

$

$

2008

Unaudited

1,896,594
198,104
29,685
30,912

25,386
3,741

2,184,422

433,987
153,206
11,875
1,241,340
24,270
1,864,678

93,986
12,137

3,098

1,973,899
210,523
52,706
(6,226)
164,043

60,565

103,478

$

$

Nine months ended September

2007

1,953,341
161,495
24,649
17,686

24,256
7,731

2,189,158

429,215
117,043
9,496
1,260,135
23,222
1,839,111
93,118

11,925
51,250

1,995,404
193,754
70,946
(4,937)
127,745

46,116

81,629

7
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Basic earnings per common share $ 1.55 $ 1.18

Diluted earnings per common share $ 1.54 $ 1.16

See accompanying notes to consolidated financial statements.
2
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RENT-A-CENTER, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

September December
30, 31,
2008 2007
(In thousands, except share and par value data) Unaudited
ASSETS
Cash and cash equivalents $ 99,188 $ 97,375
Accounts receivable, net of allowance for doubtful accounts of $6,645 in
2008 and $4,945 in 2007 43,992 41,629
Prepaid expenses and other assets 58,552 56,384
Rental merchandise, net
On rent 620,438 735,672
Held for rent 213,096 202,298
Merchandise held for installment sale 2,790 2,334
Property assets, net 210,635 222,157
Goodwill, net 1,257,666 1,255,163
Intangible assets, net 3,677 13,931
$ 2,510,034 $ 2,626,943
LIABILITIES
Accounts payable trade $ 95,191 $ 100,419
Accrued liabilities 286,570 310,420
Deferred income taxes 80,473 9,678
Senior debt 753,964 959,335
Subordinated notes payable 240,375 300,000
1,456,573 1,679,852
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY
Common stock, $.01 par value; 250,000,000 shares authorized; 104,730,107
and 104,540,127 shares issued in 2008 and 2007, respectively 1,047 1,045
Additional paid-in capital 679,921 674,032
Retained earnings 1,173,143 1,069,553
Treasury stock, 37,986,049 and 37,836,049 shares at cost in 2008 in 2007,
respectively (800,650) (797,539)
1,053,461 947,091
$ 2,510,034 $ 2,626,943

See accompanying notes to consolidated financial statements.
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RENT-A-CENTER, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine months ended September

30,

2008 2007
(In thousands) Unaudited
Cash flows from operating activities
Net earnings $ 103,478 $ 81,629
Adjustments to reconcile net earnings to net cash provided by operating
activities
Depreciation of rental merchandise 425,314 420,022
Bad debt expense 9,236 3,054
Stock-based compensation expense 2,680 4,009
Depreciation of property assets 54,569 52,606
Loss (gain) on sale or disposal of property assets (6,157) 11,303
Amortization of intangibles 10,628 11,925
Amortization of financing fees 1,696 1,368
Deferred income taxes 70,795 34,616
Tax benefit related to stock option exercises (537) (887)
Restructuring charge 3,098
Changes in operating assets and liabilities, net of effects of acquisitions
Rental merchandise (319,139) (330,273)
Accounts receivable (11,579) 4,911)
Prepaid expenses and other assets (3,567) 1,749
Accounts payable trade (5,228) (19,995)
Accrued liabilities (20,485) 4,096
Net cash provided by operating activities 314,802 270,311
Cash flows from investing activities
Purchase of property assets (41,194) (76,053)
Proceeds from sale of property assets 5,776 3,239
Acquisitions of businesses, net of cash acquired (8,320) (18,644)
Net cash used in investing activities (43,738) (91,458)
Cash flows from financing activities
Purchase of treasury stock (3,111) (80,076)
Exercise of stock options 2,685 5,458
Tax benefit related to stock option exercises 537 887
Payments on capital leases (4,366) (5,653)
Proceeds from debt 185,755 533,895
Repayments of debt (391,126) (625,371)
Repurchase of subordinated notes (59,625)
Net cash used in financing activities (269,251) (170,860)
NET INCREASE IN CASH AND CASH EQUIVALENTS 1,813 7,993
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Cash and cash equivalents at beginning of period 97,375 92,344
Cash and cash equivalents at end of period $ 99,188 $ 100,337
See accompanying notes to consolidated financial statements.
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RENT-A-CENTER, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Significant Accounting Policies and Nature of Operations.

The interim financial statements of Rent-A-Center, Inc. included herein have been prepared by us pursuant to the
rules and regulations of the Securities and Exchange Commission. Certain information and footnote disclosures
normally included in financial statements prepared in accordance with accounting principles generally accepted in
the United States of America have been condensed or omitted pursuant to the Commission s rules and regulations,
although we believe that the disclosures are adequate to make the information presented not misleading. We
suggest that these financial statements be read in conjunction with the financial statements and notes included in
our Annual Report on Form 10-K for the year ended December 31, 2007. In our opinion, the accompanying
unaudited interim financial statements contain all adjustments, consisting only of those of a normal recurring
nature, necessary to present fairly our results of operations and cash flows for the periods presented. The results of
operations for the periods presented are not necessarily indicative of the results to be expected for the full year.

Principles of Consolidation and Nature of Operations. These financial statements include the accounts of
Rent-A-Center, Inc. and its direct and indirect subsidiaries. All intercompany accounts and transactions have been
eliminated. Unless the context indicates otherwise, references to Rent-A-Center refer only to Rent-A-Center, Inc.,

the parent, and references to we, us and our refer to the consolidated business operations of Rent-A-Center and al
of its direct and indirect subsidiaries.

Our primary operating segment consists of leasing household durable goods to customers on a rent-to-own basis.

We also offer merchandise on an installment sales basis in certain of our stores. At September 30, 2008, we

operated 3,045 company-owned stores nationwide and in Canada and Puerto Rico, including 26 retail installment

sales stores under the names Get It Now and Home Choice and eight rent-to-own stores in Canada under the name
Rent-A-Centre.

We also offer an array of financial services in certain of our existing rent-to-own stores under the names Cash
AdvantEdge and RAC Financial Services. The financial services offered include, but are not limited to, short term
secured and unsecured loans, debit cards, check cashing and money transfer services. As of September 30, 2008,

we offered financial services in 350 of our existing rent-to-own stores in 17 states.

ColorTyme, Inc., an indirect wholly-owned subsidiary of Rent-A-Center, is a nationwide franchisor of rent-to-own
stores. At September 30, 2008, ColorTyme had 225 franchised stores operating in 34 states. ColorTyme s primary
source of revenue is the sale of rental merchandise to its franchisees, who in turn offer the merchandise to the
general public for rent or purchase under a rent-to-own program. The balance of ColorTyme s revenue is generated
primarily from royalties based on franchisees monthly gross revenues.

New Accounting Pronouncements. From time to time, new accounting pronouncements are issued by the FASB or
other standards setting bodies that we adopt as of the specified effective date. Unless otherwise discussed in these
financial statements and notes or in our financial statements and notes included in our Annual Report on Form
10-K for the year ended December 31, 2007, we believe the impact of any other recently issued standards that are
not yet effective are either not applicable to us at this time or will not have a material impact on our consolidated
financial statements upon adoption.

2. Stock Based Compensation. On January 30, 2008, the Compensation Committee of the Board of Directors of
Rent-A-Center approved the issuance of long-term incentive awards to certain key employees under the
Rent-A-Center, Inc. 2006 Long-Term Incentive Plan and the Rent-A-Center, Inc. 2006 Equity Incentive Plan,
consisting of 165,850 stock options and 69,270 restricted stock units. The awards were issued as equity awards
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which were separated into three distinct tranches, (i) 50% of which were issued in options to purchase
Rent-A-Center s common stock vesting ratably over a four year period, (ii) 25% of which were issued in restricted
stock units which will vest upon the employee s completion of three years of continuous employment with us from
January 30, 2008, and (iii) 25% of which were issued in restricted stock units subject to performance-based vesting
based upon our achievement of a specified three year earnings before interest, taxes, depreciation and amortization
(EBITDA).

3. Income Taxes. We are subject to federal, state, local and foreign income taxes. With few exceptions, we are no
longer subject to U.S. federal, state, foreign and local income tax examinations by tax authorities for years before
2001. The appeals process related to the IRS audit for the taxable years 2001 through 2003 has been completed.
We have agreed with the results of the appeals process with the exception of one issue with respect to the 2003 tax
year. We believe that the position and supporting case law applied by the IRS to this issue are incorrectly applied
to our situation and that our fact pattern is

5
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RENT-A-CENTER, INC. AND SUBSIDIARIES

distinguishable from the IRS position. We intend to vigorously defend our position on this issue. The remaining
contested adjustments were conceded by the IRS and our income tax filing positions and deductions were sustained
in all material respects. The IRS has concluded its examination of our income tax returns for 2004 and 2005 and
issued a final Revenue Agent s Report. We have requested a conference with the IRS Appeals Office to discuss the
adjustments proposed by the IRS with which we are in disagreement. We do not anticipate that adjustments, if any,
regarding these issues will result in a material change to our consolidated statement of earnings, financial
condition, statement of cash flows or earnings per share.

In determining the quarterly provision for income taxes, we use an estimated annual effective tax rate based on
forecasted annual income, permanent items, statutory tax rates and tax planning opportunities in the various
jurisdictions in which we operate. Significant factors that could impact the annual effective tax rate include
management s assessment of certain tax matters and the composition of taxable income between the various
jurisdictions in which we operate. We recognize the impact of significant discrete items separately in the quarter in
which they occur.

We provide for uncertain tax positions and related interest and penalties and adjust our unrecognized tax benefits,
accrued interest and penalties in the normal course of our business. For the three months and nine months ended
September 30, 2008, our unrecognized tax benefits decreased by $1.6 million and $2.5 million, respectively.

. Deferred Compensation Plan. We have implemented the Rent-A-Center, Inc. Deferred Compensation Plan (the

Deferred Compensation Plan ), an unfunded, nonqualified deferred compensation plan for a select group of our key
management personnel and highly compensated employees. The Deferred Compensation Plan first became
available to eligible employees in July 2007, with deferral elections taking effect as of August 3, 2007.

The Deferred Compensation Plan allows participants to defer up to 50% of their base compensation and up to
100% of any bonus compensation. Participants may invest the amounts deferred in measurement funds that are the
same funds offered as the investment options in the Rent-A-Center, Inc. 401(k) Retirement Savings Plan. We may
make discretionary contributions to the Deferred Compensation Plan, which are subject to a five-year graded
vesting schedule based on the participant s years of service with us. We are obligated to pay the deferred
compensation amounts in the future in accordance with the terms of the Deferred Compensation Plan. Assets and
associated liabilities of the Deferred Compensation Plan are included in prepaid and other assets, and accrued
liabilities, respectively, in our consolidated balance sheet for the period ended September 30, 2008. The deferred
compensation plan liability was approximately $518,000 as of September 30, 2008.

5. Reconciliation of Merchandise Inventory.

Three
months Three months
ended ended
September September 30,
30, 2008 2007
(In thousands)
Beginning merchandise value $ 883,600 $ 1,038,520
Inventory additions through acquisitions 405 2,214
Purchases 155,342 135,604
Depreciation of rental merchandise (139,518) (137,323)
Cost of goods sold™®) (36,858) (40,386)
Skips and stolens (18,259) (22,563)
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Other inventory deletions® (8,388) (7,468)

Ending merchandise value $ 836,324 $ 968,598
6
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RENT-A-CENTER, INC. AND SUBSIDIARIES

Beginning merchandise value

Inventory additions through acquisitions
Purchases

Depreciation of rental merchandise
Cost of goods sold™®

Skips and stolens

Other inventory deletions®

Ending merchandise value

(1) Cost of goods
sold includes
costs associated
with
merchandise
inventory only.

(2) Other inventory
deletions
include
loss/damage
waiver claims
and unrepairable
and missing
merchandise, as
well as
acquisition
write-offs. 2008
other inventory
deletions also
include
write-offs
associated with
the 2007 store
consolidation
plan.

6. Intangible Assets and Acquisitions.

Intangibles consist of the following (in thousands):

Table of Contents

Nine
months Nine months
ended ended
September September 30,
30, 2008 2007
(In thousands)
$ 940,304 $ 1,058,587
2,147 5,103
541,598 536,109
(425,314) (420,022)
(137,642) (118,204)
(53,872) (60,274)
(30,897) (32,701)
$ 836,324 $ 968,598
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September 30, 2008 December 31, 2007
Avg. Gross Gross
Life Carrying Accumulated Carrying Accumulated
(years) Amount Amortization Amount Amortization

Amortizable intangible assets
Non-compete agreements 3 $ 6,816 $ 5,938 $ 7,017 $ 5,845
Customer relationships 2 61,632 59,253 61,073 49,748
Other intangibles 3 3,264 2,844 3,264 1,830
Total 71,712 68,035 71,354 57,423
Intangible assets not subject to
amortization
Goodwill 1,356,818 99,152 1,354,315 99,152
Total intangibles $ 1,428,530 $ 167,187 $ 1,425,669 $ 156,575

The estimated remaining amortization expense, assuming current intangible balances and no new acquisitions, for
each of the years ending December 31, is as follows:

Estimated
Amortization
Expense

(In thousands)
2008 $ 2,660
2009 852
2010 131
2011 34
Total $ 3,677

Table of Contents 18
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RENT-A-CENTER, INC. AND SUBSIDIARIES
Changes in the net carrying amount of goodwill are as follows:

At
September At December
30, 31,
2008 2007
(In thousands)

Balance as of January 1, $1,255,163 $ 1,253,715
Additions from acquisitions 5,686 13,310
Goodwill allocated to stores sold (1,508)
Post purchase price allocation adjustments (1,675) (11,862)
Balance as of the end of the period $1,257,666 $ 1,255,163

The post purchase price allocation adjustments in 2008 were primarily attributable to the tax benefit associated with
items recorded as goodwill that were deductible for tax purposes. The post purchase price allocation adjustments in
2007 were primarily attributable to the tax benefit associated with items recorded as goodwill that were deductible
for tax purposes and inventory charge-offs for unrentable or missing merchandise acquired in the acquisition of
Rent-Way, Inc. ( Rent-Way ).

Acquisitions

On November 15, 2006, we completed the acquisition of Rent-Way and its subsidiaries, whereby Rent-Way became
an indirect wholly owned subsidiary of Rent-A-Center. At the time of the acquisition, Rent-Way operated 782
stores in 34 states. The total purchase price of approximately $622.5 million included cash payments and
borrowings under our senior credit facilities and direct transaction costs of approximately $7.4 million. We funded
the acquisition with a $600.3 million increase in our senior credit facilities. The operating results of Rent-Way have
been included in the consolidated financial statements since the acquisition date of November 15, 2006.

Restructuring charges were included in the purchase price allocation, which were for employment termination costs
in connection with closing Rent-Way s corporate headquarters and for reserves put into place for lease buyouts for
acquired stores which were closed post acquisition in compliance with management s pre-acquisition plans. We
expect the termination costs will be completed by the second quarter of 2010 and the reserves for lease buyouts will
be completed no later than the second quarter of 2012. The following table shows the changes in the accrual balance
from December 31, 2007 to September 30, 2008, relating to this restructuring (in thousands):

Balance at December 31, 2007 $ 8,217
Adjustment to accrual

Cash activity™® (4,825)
Balance at September 30, 2008 $ 3,392

() Primarily
related to lease
terminations.
7. Restructuring. On December 3, 2007, we announced our plan to close approximately 280 stores. The decision to
close these stores was based on our analysis and evaluation of every market in which we operated based on
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operating results, competitive positioning, and growth potential. As a result, we identified 283 stores that we
intended to close or merge. As of September 30, 2008, we closed or merged 282 stores. We intend to keep open
one remaining store.

We estimated we would incur restructuring expenses related to the store consolidation plan and other restructuring
items in the range of $36.0 million to $43.0 million, substantially all of which would be recorded in the fourth
quarter of 2007, based on the closing date of the stores. We recorded restructuring expenses in the amount of
$3.1 million for the nine months ended September 30, 2008 and $38.7 million in the fourth quarter of 2007. The
following table presents the range of estimated charges as of December 31, 2007 and the total store consolidation
plan charges and other restructuring items recorded through September 30, 2008.

8
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Closing Estimated
Plan Remaining
Expenses
Estimate Recognized Charges
As of
December
31, As of September
2007 Through 2008 30, 2008
(In thousands)
$26,061
Lease obligations $29,223 $ 24,281 $1,780 - $4,942
11,006
Fixed asset disposals 11,516 11,476 0- 40
2,468
Other costs 6,704 6,054 0- 650
$39,535
Total $47,443 $ 41,811 $1,780 - $5,632

Our total cash outlay related to the store consolidation plan and other restructuring items is expected to be between
$26.1 million and $30.4 million. The total amount of cash used through September 30, 2008 was approximately
$15.2 million, which primarily related to lease terminations. We expect to use approximately $10.9 million to
$15.2 million of cash on hand for future payments, which will primarily relate to the satisfaction of lease
obligations at the stores. We expect the lease obligations will be substantially settled in twelve to eighteen months,
with total completion no later than the second quarter of 2013.

The following table shows the changes in the accrual balance from December 31, 2007 to September 30, 2008,
relating to our restructuring (in thousands):

Balance at December 31, 2007 $ 22,827

Adjustment to accrual

Cash activity™® (15,237)
Balance at September 30, 2008 $ 7,590

() Primarily
related to lease
terminations.

8. Earnings Per Share.

Basic and diluted earnings per common share is computed based on the following information:

Three months ended September 30, 2008
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(In thousands, except per share data)

Basic earnings per common share
Effect of dilutive stock-based awards

Diluted earnings per common share

Basic earnings per common share
Effect of dilutive stock-based awards

Diluted earnings per common share

Net Per
earnings Shares share
$ 29,379 66,696 $ 0.44
777
$ 29,379 67,473 $ 0.44

Three months ended September 30, 2007

Net Per
earnings Shares share
$ 25,275 67,939 $ 0.37
648
$ 25,275 68,587 $ 0.37

Table of Contents
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Nine months ended September 30, 2008

Net Per
(In thousands, except per share data) earnings Shares share
Basic earnings per common share $ 103,478 66,697 $ 1.55
Effect of dilutive stock options 639
Diluted earnings per common share $ 103,478 67,336 $ 1.54

Nine months ended September 30, 2007

Net Per
earnings Shares share
Basic earnings per common share $ 81,629 69,349 $ 1.18
Effect of dilutive stock options 880
Diluted earnings per common share $ 81,629 70,229 $ 1.16

For the three months ended September 30, 2008 and 2007, the number of stock options that were outstanding but
not included in the computation of diluted earnings per common share because their exercise price was greater than
the average market price of Rent-A-Center common stock, and therefore anti-dilutive, was 2,693,730 and
3,197,606, respectively.

For the nine months ended September 30, 2008 and 2007, the number of stock options that were outstanding but
not included in the computation of diluted earnings per common share because their exercise price was greater than
the average market price of Rent-A-Center common stock, and therefore anti-dilutive, was 3,042,236 and
2,613,342, respectively.

9. Repurchases of Outstanding Securities.

Our Board of Directors has authorized a common stock repurchase program, permitting us to purchase, from time
to time, in the open market and privately negotiated transactions, up to an aggregate of $500.0 million of
Rent-A-Center common stock. As of September 30, 2008, we had purchased a total of 18,610,950 shares of
Rent-A-Center common stock for an aggregate of $447.4 million under this common stock repurchase program.
Through the nine months ended September 30, 2008, we have repurchased 150,000 shares for $3.1 million, all of
which were repurchased in the second quarter of 2008.

We repurchased $29.6 million and $30.0 million of our subordinated notes in May 2008 and August 2008,
respectively, for a net gain of approximately $278,000.
10
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RENT-A-CENTER, INC. AND SUBSIDIARIES
Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations.
Forward-Looking Statements
The statements, other than statements of historical facts, included in this report 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 r

forward-looking statements are accurate. However, we cannot assure you that these expectations will occur. Our
actual future performance could differ materially from such statements. Factors that could cause or contribute to these
differences include, but are not limited to:

uncertainties regarding the ability to open new rent-to-own stores;

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

our ability to successfully add financial services locations within our existing rent-to-own stores;

our ability to identify and successfully enter new lines of business offering products and services that

appeal to our customer demographic, including our financial services products;

our ability to enhance the performance of acquired stores;

our ability to retain the revenue associated with acquired customer accounts;

our ability to control costs;

our ability to identify and successfully market products and services that appeal to our customer demographic;

our ability to enter into new and collect on our rental purchase agreements;

our ability to enter into new and collect on our short term loans;

the passage of legislation adversely affecting the rent-to-own or financial services industries;

our failure to comply with statutes or regulations governing the rent-to-own or financial services industries;

interest rates;

economic pressures, such as high fuel and utility costs, affecting the disposable income available to our targeted

consumers;

changes in our stock price and the number of shares of common stock that we may or may not repurchase;

changes in estimates relating to self-insurance liabilities and income tax and litigation reserves;

changes in our effective tax rate;

our ability to maintain an effective system of internal controls;

changes in the number of share-based compensation grants, methods used to value future share-based payments and

changes in estimated forfeiture rates with respect to share-based compensation;

the resolution of our litigation; and

the other risks detailed from time to time in our SEC reports.
Additional important factors that could cause our actual results to differ materially from our expectations are
discussed under Risk Factors later in this report as well as our Annual Report on Form 10-K for our fiscal year ended
December 31, 2007.
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You should not unduly rely on these forward-looking statements, which speak only as of the date of this report.
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 report or to reflect the occurrence of unanticipated
events.
Our Business
We are the largest operator in the United States rent-to-own industry with an approximate 37% market share based on
store count. At September 30, 2008, we operated 3,045 company-owned stores nationwide and in Canada and Puerto
Rico, including 26 retail installment sales stores under the names Get It Now and Home Choice and eight rent-to-own
stores located in Canada under the name Rent-A-Centre. Our subsidiary, ColorTyme, is a national franchisor of
rent-to-own stores. At September 30, 2008, ColorTyme had 225 franchised rent-to-own stores in 34 states.
Our stores generally offer high quality durable products such as major consumer electronics, appliances, computers,
and furniture and accessories under flexible rental purchase agreements that generally 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.
Rental payments are made generally on a weekly basis and, together with applicable fees, constitute our primary
revenue source.
Our expenses primarily relate to merchandise costs and the operations of our stores, including salaries and benefits for
our employees; occupancy expense for our leased real estate; advertising expenses; lost, damaged, or stolen
merchandise; fixed asset depreciation; and corporate and other expenses.
We have pursued an aggressive growth strategy since 1993. We have sought to acquire underperforming rent-to-own
stores to which we could apply our operating model as well as open new stores. As a result, the acquired stores have
generally experienced more significant revenue growth during the initial periods following their acquisition than in
subsequent periods. Typically, a newly opened rent-to-own store is profitable on a monthly basis in the ninth to
twelfth month after its initial opening. Historically, a typical store has achieved cumulative break-even profitability in
18 to 24 months after its initial opening. Total financing requirements of a typical new store approximate $500,000,
with roughly 75% of that amount relating to the purchase of rental merchandise inventory. A newly opened store
historically has achieved results consistent with other stores that have been operating within the system for greater
than two years by the end of its third year of operation. As a result, our quarterly earnings are impacted by how many
new stores we opened during a particular quarter and the quarters preceding it. Because of significant growth since our
formation, our historical results of operations and period-to-period comparisons of such results and other financial
data, including the rate of earnings growth, may not be meaningful or indicative of future results.
In addition, we strategically open or acquire stores near market areas served by existing stores ( cannibalize ) to
enhance service levels, gain incremental sales and increase market penetration. This planned cannibalization may
negatively impact our same store revenue and cause us to grow at a slower rate. There can be no assurance that we
will open any new rent-to-own stores in the future, or as to the number, location or profitability thereof.
We also offer financial services products, such as short term secured and unsecured loans, debit cards, check cashing
and money transfer services, in some of our existing rent-to-own stores under the trade names Cash AdvantEdge and

RAC Financial Services. As of September 30, 2008, we offered some or all of these financial services products in 350
Rent-A-Center store locations in 17 states. We intend to focus our resources on improving the operations in these
existing financial services store locations and do not plan to add significantly to the number of Rent-A-Center store
locations offering financial services at this time. There can be no assurance that we will be successful in our efforts to
improve and expand our financial services operations or that such operations, should they be added, will prove to be
profitable.
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Recent Developments
Store Growth. As of October 30, 2008, we have acquired accounts from three locations, opened four new stores and
consolidated one store into an existing location during the fourth quarter of 2008. Additionally, as of October 30,
2008, we have added financial services to seven additional existing rent-to-own locations, closed one store and
consolidated one store with financial services into an existing location during the fourth quarter of 2008.
Critical Accounting Policies Involving Critical Estimates, Uncertainties or Assessments in QOur Financial
Statements
The preparation of our consolidated financial statements in conformity with accounting principles generally accepted
in the United States of America requires us to make estimates and assumptions that affect the reported amounts of
assets and liabilities, disclosure of contingent losses and liabilities at the date of the consolidated financial statements
and the reported amounts of revenues and expenses during the reporting period. In applying accounting principles, we
must often make individual estimates and assumptions regarding expected outcomes or uncertainties. Our estimates,
judgments and assumptions are continually evaluated based on available information and experience. Because of the
use of estimates inherent in the financial reporting process, actual results could differ from those estimates. We
believe the following are areas where the degree of judgment and complexity in determining amounts recorded in our
consolidated financial statements make the accounting policies critical.
Self-Insurance Liabilities. We have self-insured retentions with respect to losses under our workers compensation,
general liability and auto liability insurance policies. We establish reserves for our liabilities associated with these
losses by obtaining forecasts for the ultimate expected losses and estimating amounts needed to pay losses within our
self-insured retentions.
Our loss exposure has increased, primarily as a result of our growth. We continually institute procedures to manage
our loss exposure and increases in health care costs associated with our insurance claims through a greater focus on
the risk management function, a transitional duty program for injured workers, ongoing safety and accident prevention
training, and various programs designed to minimize losses and improve our loss experience in our store locations.
We make assumptions on our liabilities within our self-insured retentions using actuarial loss forecasts, company
specific development factors, general industry loss development factors, and third party claim administrator loss
estimates which are based on known facts surrounding individual claims. These assumptions incorporate expected
increases in health care costs. Periodically, we reevaluate our estimate of liability within our self-insured retentions.
At that time, we evaluate the adequacy of our accruals by comparing amounts accrued on our balance sheet for
anticipated losses to our updated actuarial loss forecasts and third party claim administrator loss estimates, and make
adjustments to our accruals as needed.
As of September 30, 2008, the amount accrued for losses within our self-insured retentions with respect to workers
compensation, general liability and auto liability insurance was $117.2 million, as compared to $109.5 million at
December 31, 2007 and $104.9 million at September 30, 2007. If any of the factors that contribute to the overall cost
of insurance claims were to change, the actual amount incurred for our self-insurance liability would be directly
affected. While we believe our loss prevention programs will reduce our total cost for self-insurance claims, our actual
cost could be greater than the amounts currently accrued.
Litigation Reserves. We are the subject of litigation in the ordinary course of our business. Historically, our litigation
has involved lawsuits alleging various regulatory violations. In preparing our financial statements at a given point in
time, we account for loss contingencies pursuant to the provisions of SFAS No. 5 and FASB Interpretation No. 14,
Reasonable Estimation of the Amount of a Loss  An Interpretation of FASB Statement No. 5 ( FIN 14 ), which require
that we accrue for losses that are both probable and reasonably estimable.
Each quarter, we make estimates of our probable losses, if reasonably estimable, and record such amounts in our
consolidated financial statements. These amounts represent our best estimate, or may be the minimum range of
probable loss when no single best estimate is determinable. We, together with our counsel, monitor developments
related to these legal matters and, when appropriate, adjustments are made to reflect current facts and circumstances.
We expense legal fees and expenses incurred in connection with the defense of all of our litigation at the time such
amounts are invoiced or otherwise made known to us.
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Our accruals relating to probable losses for our outstanding litigation follow:

At
September At September
30, 30,
2008 2007
(In millions)

Shafer/Johnson Matter $ 11.0 $
California Attorney General Settlement 9.1 9.6
Perez Matter 107.2
Other Litigation 0.1 1.0
Legal Fees and Expenses 1.0
Total Accrual $ 20.2 $ 118.8

As with most litigation, the ultimate outcome of our pending litigation is uncertain. Additional developments in our
litigation or other adverse or positive developments or rulings in our litigation could affect our assumptions and, thus,
our accrual. Our estimates with respect to accrual for our litigation expenses reflect our judgment as to the appropriate
accounting charge at the end of a period under SFAS No. 5 and FIN 14. Factors that we consider in evaluating our
litigation reserves include:

the procedural status of the matter;

our views and the views of our counsel as to the probability of a loss in the matter;

the relative strength of the parties arguments with respect to liability and damages in the matter;

settlement discussions, if any, between the parties;

how we intend to defend ourselves in the matter; and

our experience.
Significant factors that may cause us to increase or decrease our accrual with respect to a matter include:

judgments or finding of liability against us in the matter by a trial court;

the granting of, or declining to grant, a motion for class certification in the matter;

definitive decisions by appellate courts in the requisite jurisdiction interpreting or otherwise providing guidance as

to applicable law;

favorable or unfavorable decisions as the matter progresses;

settlements agreed to in principle by the parties in the matter, subject to court approval; and

final settlement of the matter.
Income Taxes. Our annual tax rate is affected by many factors, including the mix of our earnings, legislation and
acquisitions, and is based on our income, statutory tax rates and tax planning opportunities available to us in the
jurisdictions in which we operate. Tax laws are complex and subject to differing interpretations between the taxpayer
and the taxing authorities. Significant judgment is required in determining our tax expense, evaluating our tax
positions and evaluating uncertainties under FASB Interpretation No. 48, Accounting for Uncertainty in Income
Taxes an interpretation of FASB Statement No. 109 ( FIN 48 ). As required by FIN 48, we recognize the financial
statement benefit of a tax position only after determining that the relevant tax authority would more likely than not
sustain the position following an audit. For tax positions meeting the more-likely-than not threshold, the amount
recognized in the financial statements is the largest benefit that has a greater than 50 percent likelihood of being
realized upon the ultimate settlement with the relevant tax authority. We review our tax positions quarterly and adjust
the balance as new information becomes available.
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If we make changes to our accruals with respect to our self-insurance liabilities, or litigation or income tax reserves in
accordance with the policies described above, these changes would impact our earnings. Increases to our accruals
would reduce earnings and, similarly, reductions to our accruals would increase our earnings. A pre-tax change of
$1.1 million in our estimates would result in a corresponding $0.01 change in our earnings per common share.
Stock-Based Compensation Expense. We account for stock-based compensation expense under Statement of Financial
Accounting Standards No. 123, Share-Based Payment ( SFAS 123R ) and recognize share-based payment awards to
our employees and directors at the estimated fair value on the grant date. Determining the fair value of any
share-based awards requires information about several variables including, but not limited to, expected stock volatility
over the terms of the awards, expected dividend yields and the predicted employee exercise behavior. We base
expected life on historical exercise and post-vesting employment-termination experience, and expected volatility on
historical realized volatility trends. In addition, all stock-based compensation expense is recorded net of an estimated
forfeiture rate. The forfeiture rate is based upon historical activity and is analyzed at least quarterly as actual
forfeitures occur. Stock options granted during the nine months ended September 30, 2008 were valued using the
binomial method pricing model with the following assumptions for employee options: expected volatility of 33.90%
to 53.58%, a risk-free interest rate of 1.62% to 3.17%, no dividend yield, and an expected life of 4.44 years. For
non-employee director options, the stock options granted during the nine months ended September 30, 2008 were
valued using the binomial method pricing model with the following assumptions: expected volatility of 41.30%, a
risk-free interest rate of 3.54%, no dividend yield, and an expected life of 6.90 years. During the nine months ended
September 30, 2008, we recognized $2.7 million in pre-tax compensation expense related to stock options and
restricted stock units granted.
Based on an assessment of our accounting policies and the underlying judgments and uncertainties affecting the
application of those policies, we believe that our consolidated financial statements provide a meaningful and fair
perspective of our company. However, we do not suggest that other general risk factors, such as those discussed later
in this report and in our Annual Report on Form 10-K for our fiscal year ended December 31, 2007 as well as changes
in our growth objectives or performance of new or acquired stores, could not adversely impact our consolidated
financial position, results of operations and cash flows in future periods.
Significant Accounting Policies
Our significant accounting policies are summarized below and in Note A to our consolidated financial statements
included in our Annual Report on Form 10-K.
Revenue. Merchandise is rented to customers pursuant to rental purchase agreements which provide for weekly,
semi-monthly or monthly rental terms with non-refundable rental payments. Generally, the customer has the right to
acquire title either through a purchase option or through payment of all required rentals. Rental revenue and fees are
recognized over the rental term and merchandise sales revenue is recognized when the customer exercises the
purchase option and pays the cash price due. Cash received prior to the period in which it should be recognized is
deferred and recognized according to the rental term. Revenue is accrued for uncollected amounts due based on
historical collection experience. However, the total amount of the rental purchase agreement is not accrued because
the customer can terminate the rental agreement at any time and we cannot enforce collection for non-payment of
future rents.
Revenue with respect to retail installment sales is recognized at the time of such retail sale, as is the cost of the
merchandise sold, net of a provision for uncollectible accounts.
The revenue from our financial services is recorded depending on the type of transaction. Fees collected on loans are
recognized ratably over the term of the loan. For money orders, wire transfers, check cashing and other customer
service type transactions, fee revenue is recognized at the time the service is performed.
Franchise Revenue. Revenue from the sale of rental merchandise is recognized upon shipment of the merchandise to
the franchisee. Franchise fee revenue is recognized upon completion of substantially all services and satisfaction of all
material conditions required under the terms of the franchise agreement.
Depreciation of Rental Merchandise. Depreciation of rental merchandise is included in the cost of rentals and fees on
our statement of earnings. We depreciate our rental merchandise using the income forecasting method. Under the
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income forecasting method, merchandise held for rent is not depreciated and merchandise on rent is depreciated in the
proportion of rents received to total rents provided in the rental contract, which is an activity-based method similar to
the units of production method. On computers that are 24 months old or older and which have become idle,
depreciation is recognized using the straight-line method for a period of at least six months, generally not to exceed an
aggregate depreciation period of 36 months.
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Cost of Merchandise Sold. Cost of merchandise sold represents the book value net of accumulated depreciation of
rental merchandise at time of sale. Cost of merchandise sold also includes the cost of services offered by us, such as
prepaid telephone and electric services.
Salaries and Other Expenses. Salaries and other expenses include all salaries and wages paid to store level employees,
together with district managers salaries, travel and occupancy, including any related benefits and taxes, as well as all
store level general and administrative expenses and selling, advertising, insurance, occupancy, delivery, fixed asset
depreciation and other operating expenses.
General and Administrative Expenses. General and administrative expenses include all corporate overhead expenses
related to our headquarters such as salaries, taxes and benefits, occupancy, administrative and other operating
expenses.
Results of Operations
Nine Months Ended September 30, 2008 compared to Nine Months Ended September 30, 2007
Store Revenue. Total store revenue decreased by $1.9 million, or 0.1%, to $2,155.3 million for the nine months ended
September 30, 2008 as compared to $2,157.2 million for the nine months ended September 30, 2007. The decrease in
total store revenue was primarily attributable to approximately 316 fewer stores in the 2008 period, principally due to
the 2007 store consolidation plan, offset by an increase in same store sales of 2.8%.
Same store revenues represent those revenues earned in 2,255 stores that were operated by us for each of the entire
nine month periods ended September 30, 2008 and 2007. Same store revenues increased by $41.3 million, or 2.8%, to
$1,521.6 million for the nine months ended September 30, 2008 as compared to $1,480.3 million in 2007. This
increase in same store revenues was primarily attributable to an increase in the average price per unit on rent and an
increase in merchandise sales and financial services revenue during the nine months ended September 30, 2008 as
compared to 2007.
Franchise Revenue. Total franchise revenue decreased by $2.9 million or 8.9%, to $29.1 million for the nine months
ended September 30, 2008 as compared to $32.0 million in 2007. This decrease was primarily attributable to the
receipt of accelerated royalty payments in the third quarter of 2007 from five affiliated ColorTyme franchisees in
consideration of the termination of their franchise agreements.
Cost of Rentals and Fees. Cost of rentals and fees consists of depreciation of rental merchandise and the costs
associated with our membership programs. Cost of rentals and fees for the nine months ended September 30, 2008
increased by $4.8 million, or 1.1%, to $434.0 million as compared to $429.2 million for the nine months ended
September 30, 2007. Cost of rentals and fees expressed as a percentage of store rentals and fees revenue increased to
22.9% for the nine months ended September 30, 2008 as compared to 22.0% for the nine months ended September 30,
2007. This increase was due to an increase in promotional activity in the nine months ended September 30, 2008 as
compared to 2007.
Cost of Merchandise Sold. Cost of merchandise sold increased by $36.2 million, or 30.9%, to $153.2 million for the
nine months ended September 30, 2008 from $117.0 million for the nine months ended September 30, 2007. The
gross margin percent of merchandise sales decreased to 22.7% for the nine months ended September 30, 2008 from
27.5% for the nine months ended September 30, 2007. This percentage decrease was primarily attributable to an
increased volume of sales of prepaid services at a lower margin than our historical margins on merchandise sales, as
well as a decrease in the average sales price on merchandise sales for the nine months ended September 30, 2008 as
compared to 2007, as a result of increased promotional activity during the 2008 period.
Salaries and Other Expenses. Salaries and other expenses decreased by $18.8 million, or 1.5%, to $1,241.3 million for
the nine months ended September 30, 2008 as compared to $1,260.1 million in 2007. The decrease was primarily the
result of a decrease in expenses associated with the decrease in our store base due to our 2007 store consolidation plan
and other restructuring items. Charge offs in our rental stores due to customer stolen merchandise, expressed as a
percentage of rental store revenues, were approximately 2.5% for the nine months ended September 30, 2008 as
compared to 2.8% in 2007. Salaries and other expenses expressed as a percentage of total store revenue decreased to
57.6% for the nine months ended September 30, 2008 from 58.4% in 2007.
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Franchise Cost of Merchandise Sold. Franchise cost of merchandise sold increased by $1.0 million, or 4.5%, to
$24.3 million for the nine months ended September 30, 2008 as compared to $23.2 million in 2007. This increase was
primarily attributable to an increase in the number of products sold to franchisees in the first nine months of 2008 as
compared to 2007.
General and Administrative Expenses. General and administrative expenses increased slightly by $868,000, or 0.9%,
to $94.0 million for the nine months ended September 30, 2008 as compared to $93.1 million in 2007. General and
administrative expenses expressed as a percentage of total revenue was 4.3% for the nine months ended September 30,
2008 and 2007.
Amortization of Intangibles. Amortization of intangibles increased by $212,000, or 1.8%, to $12.1 million for the nine
months ended September 30, 2008 from $11.9 million for the nine months ended September 30, 2007. This increase
was primarily attributable to the goodwill write-down for stores sold, offset by intangible assets that were fully
amortized during the nine months ended September 30, 2008 as compared to 2007.
Operating Profit. Operating profit increased by $16.8 million, or 8.7%, to $210.5 million for the nine months ended
September 30, 2008 as compared to $193.8 million in 2007. Operating profit as a percentage of total revenue
increased to 9.6% for the nine months ended September 30, 2008 from 8.9% for the nine months ended September 30,
2007. This increase was primarily attributable to the litigation charge of $51.3 million recorded in the 2007 period,
offset by a reduction in the margins on rentals and fees and merchandise sold, as discussed above.
Interest expense. Interest expense decreased by $18.2 million, or 25.7%, to $52.7 million for the nine months ended
September 30, 2008 as compared to $70.9 million in 2007. This decrease was attributable to a decrease in borrowings
under our senior credit facilities in 2008 as compared to 2007 and a decrease in our weighted average interest rate to
6.38% during the first nine months of 2008 as compared to 7.70% during the first nine months of 2007 due to a
decrease in the Eurodollar rate in 2008 as compared to 2007.
Net Earnings. Net earnings increased by $21.8 million, or 26.8%, to $103.5 million for the nine months ended
September 30, 2008 as compared to $81.6 million in 2007. This increase was primarily attributable to the after tax
litigation charge in 2007 and a decrease in interest expense in 2008 as compared to 2007, offset by a reduction in the
margins on rentals and fees and merchandise sold, as discussed above.
Three Months Ended September 30, 2008 compared to Three Months Ended September 30, 2007
Store Revenue. Total store revenue increased by $2.4 million, or 0.3%, to $699.6 million for the three months ended
September 30, 2008 as compared to $697.2 million for the three months ended September 30, 2007. The increase in
total store revenue was primarily attributable to an increase in same store sales of 3.4%.
Same store revenues represent those revenues earned in 2,443 stores that were operated by us for each of the entire
three month periods ended September 30, 2008 and 2007. Same store revenues increased by $17.3 million, or 3.4%, to
$534.8 million for the three months ended September 30, 2008 as compared to $517.5 million in 2007. This increase
in same store revenues was primarily attributable to an increase in the average price per unit on rent and an increase in
merchandise sales and financial services revenue during the quarter ended September 30, 2008 as compared to 2007.
Franchise Revenue. Total franchise revenue decreased by $3.3 million, or 26.6%, to $9.1 million for the three months
ended September 30, 2008 as compared to $12.5 million in 2007. This decrease was primarily attributable to the
receipt of accelerated royalty payments in the third quarter of 2007 from five affiliated ColorTyme franchisees in
consideration of the termination of their franchise agreements.
Cost of Rentals and Fees. Cost of rentals and fees consists of depreciation of rental merchandise and the costs
associated with our membership programs. Cost of rentals and fees for the three months ended September 30, 2008
increased by $2.1 million, or 1.5%, to $142.3 million as compared to $140.2 million for the three months ended
September 30, 2007. Cost of rentals and fees expressed as a percentage of store rentals and fees revenue increased to
22.9% for the three months ended September 30, 2008 as compared to 22.2% for the three months ended
September 30, 2007. This increase was due to an increase in promotional activity in the three months ended
September 30, 2008 as compared to 2007.
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Cost of Merchandise Sold. Cost of merchandise sold increased by $3.6 million, or 8.9%, to $44.7 million for the three
months ended September 30, 2008 from $41.1 million for the three months ended September 30, 2007. The gross
margin percent of merchandise sales decreased to 21.6% for the three months ended September 30, 2008 from 23.3%
for the three months ended September 30, 2007. This percentage decrease was primarily attributable to an increased
volume of sales of prepaid services at a lower margin than our historical margins on merchandise sales, as well as a
decrease in the average sales price on merchandise sales for the three months ended September 30, 2008 as compared
to 2007, as a result of increased promotional activity during the 2008 period.
Salaries and Other Expenses. Salaries and other expenses decreased by $4.9 million, or 1.2%, to $417.4 million for
the three months ended September 30, 2008 as compared to $422.3 million in 2007. The decrease was primarily the
result of a decrease in expenses associated with the decrease in our store base due to our 2007 store consolidation plan
and other restructuring items. Charge offs in our rental stores due to customer stolen merchandise, expressed as a
percentage of rental store revenues, were approximately 2.6% for the three months ended September 30, 2008 as
compared to 3.2% in 2007. Salaries and other expenses expressed as a percentage of total store revenue decreased to
59.7% for the three months ended September 30, 2008 from 60.6% in 2007.
Franchise Cost of Merchandise Sold. Franchise cost of merchandise sold increased by $568,000, or 8.0%, to
$7.6 million for the three months ended September 30, 2008 as compared to $7.1 million in 2007. This increase was
primarily attributable to an increase in the cost of products sold to franchisees in the third quarter of 2008 as compared
to 2007.
General and Administrative Expenses. General and administrative expenses decreased by $1.3 million, or 4.2%, to
$30.4 million for the three months ended September 30, 2008 as compared to $31.7 million in 2007. General and
administrative expenses expressed as a percentage of total revenue decreased slightly to 4.3% for the three months
ended September 30, 2008 as compared to 4.5% in 2007.
Amortization of Intangibles. Amortization of intangibles decreased by $408,000, or 10.3%, to $3.5 million for the
three months ended September 30, 2008 from $3.9 million for the three months ended September 30, 2007. This
decrease was primarily attributable to intangible assets that were fully amortized during the three months ended
September 30, 2008 as compared to 2007.
Operating Profit. Operating profit decreased by $2.0 million, or 3.3%, to $58.5 million for the three months ended
September 30, 2008 as compared to $60.6 million in 2007. Operating profit as a percentage of total revenue decreased
slightly to 8.3% for the three months ended September 30, 2008 from 8.5% for the three months ended September 30,
2007. This decrease was primarily attributable to a reduction in the margins on rentals and fees and merchandise sold,
as discussed above.
Interest expense. Interest expense decreased by $8.4 million, or 35.8%, to $15.0 million for the three months ended
September 30, 2008 as compared to $23.4 million in 2007. This decrease was primarily attributable to a decrease in
borrowings under our senior credit facilities in 2008 as compared to 2007, as well as a decrease in our weighted
average interest rate to 5.81% during the third quarter of 2008 as compared to 7.66% during the third quarter of 2007
due to a decrease in the Eurodollar rate in 2008 as compared to 2007.
Net Earnings. Net earnings increased by $4.1 million, or 16.2%, to $29.4 million for the three months ended
September 30, 2008 as compared to $25.3 million in 2007. This increase was primarily attributable to a decrease in
interest expense, offset by a reduction in the margins on rentals and fees and merchandise sold, as discussed above.
Liquidity and Capital Resources
Overview. As of September 30, 2008, we had approximately $99.2 million in cash and cash equivalents and an
additional $269.3 million available under our revolving credit facilities. Through the nine months ended
September 30, 2008, we generated cash flow from operations of approximately $314.8 million. We reduced our
outstandin