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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yesp Noo

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act. Yeso Nop

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 has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). Yeso Noo

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. b

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 filer p 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). Yeso Nop

Aggregate market value of the 61,083,505 shares of Common Stock held by non-affiliates of
the registrant at the closing sales price as reported on The Nasdaq Global Select Market,

Inc. on June 30, 2009 $ 1,089,118,894
Number of shares of Common Stock outstanding as of the close of business on February 19,
2010: 65,714,715

Documents incorporated by reference:

Portions of the definitive proxy statement relating to the 2010 Annual Meeting of Stockholders of Rent-A-Center, Inc.
are incorporated by reference into Part III of this report.
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PART 1
Item 1. Business.
Overview

Unless the context indicates otherwise, references to we, us and our refers to the consolidated business operations of
Rent-A-Center, Inc., the parent, and all of its direct and indirect subsidiaries.

We are the largest operator in the United States rent-to-own industry with an approximate 35% market share based on
store count. At December 31, 2009, we operated 3,007 company-owned stores nationwide and in Canada and Puerto
Rico, including 39 retail installment sales stores under the names Get It Now and Home Choice, and 18 rent-to-own
stores located in Canada under the names Rent-A-Centre and Better Living. Our subsidiary, ColorTyme, is a national
franchisor of rent-to-own stores. At December 31, 2009, ColorTyme had 210 franchised rent-to-own stores in
33 states. These franchise stores represent an additional 2% market share based on store count.
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. The rental purchase transaction is a
flexible alternative for consumers to obtain use and enjoyment of brand name merchandise without incurring debt.
Key features of the rental purchase transaction include:
convenient payment options:
weekly, semi-monthly or monthly;
in-store, over the phone or online;
no long-term obligations;
right to terminate without penalty;
no requirement of a credit history;
delivery and set-up included at no additional charge;
product maintenance;

lifetime reinstatement; and

flexible options to obtain ownership 90 days same as cash, early purchase options, or payment through the
term of the agreement.

We offer well known brands such as Sony, Philips, LG, Hitachi, Toshiba and Mitsubishi home electronics, Whirlpool
appliances, Toshiba, Sony, Hewlett-Packard, Dell, Acer and Compaq computers and Ashley, England, Standard,
Albany and Klaussner furniture. We also offer high levels of customer service, including repair, pickup and delivery,
generally at no additional charge. Our customers benefit from the ability to return merchandise at any time without
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further obligation and make payments that build toward ownership. We estimate that approximately 74% of our
business is from repeat customers.

We also offer financial services products, such as short term secured and unsecured loans, debit cards, check cashing,

tax preparation and money transfer services, in some of our existing stores under the trade names RAC Financial
Services and Cash AdvantEdge. As of December 31, 2009, we offered some or all of these financial services products
in 353 Rent-A-Center store locations in 17 states.

We were incorporated in Delaware in 1986. Our principal executive offices are located at 5501 Headquarters Drive,
Plano, Texas 75024. Our telephone number is (972) 801-1100 and our company website is www.rentacenter.com. We
do not intend for information contained on our website to be part of this Form 10-K. We make available free of charge
on or through our website our annual report on Form 10-K, our quarterly reports on Form 10-Q, our current reports on
Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act
as soon as reasonably practicable after we electronically file such material with, or furnish it to, the Securities and
Exchange
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Commission ( SEC ). Additionally, we voluntarily will provide electronic or paper copies of our filings free of charge
upon request.

Industry Overview

According to the Association of Progressive Rental Organizations, the rent-to-own industry in the United States and
Canada consists of approximately 8,500 stores and serves approximately 3.2 million households. We estimate that the
two largest rent-to-own industry participants account for approximately 4,900 of the total number of stores, and the
majority of the remainder of the industry consists of operations with fewer than 50 stores. The rent-to-own industry is
highly fragmented and has experienced significant consolidation. We believe this consolidation trend in the industry
will continue, presenting opportunities for us to continue to acquire additional stores or customer accounts on
favorable terms.

The rent-to-own industry serves a highly diverse customer base. According to the Association of Progressive Rental
Organizations, approximately 76% of rent-to-own customers have household incomes between $15,000 and $50,000
per year. The rent-to-own industry serves 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. The
Association of Progressive Rental Organizations also estimates that approximately 94% of customers have high
school diplomas. According to an April 2000 Federal Trade Commission study, 75% of rent-to-own customers were
satisfied with their experience with rent-to-own transactions. The study noted that customers gave a wide variety of
reasons for their satisfaction, including the ability to obtain merchandise they otherwise could not; the low payments;
the lack of a credit check; the convenience and flexibility of the transaction; the quality of the merchandise; the quality
of the maintenance, delivery, and other services; the friendliness and flexibility of the store employees; and the lack of
any problems or hassles.

Historical Growth

From 1993 to 2006, we pursued an aggressive growth strategy in which we sought to acquire underperforming
rent-to-own stores to which we could apply our operating model as well as open new stores. Since March 1993, our
company-owned store base has grown from 27 to 3,007 at December 31, 2009, primarily through acquisitions. During
this period, we acquired over 3,300 stores, including approximately 400 of our franchised stores. These acquisitions
occurred in approximately 270 separate transactions, including ten transactions where we acquired in excess of 50
stores. In addition, we strategically opened or acquired stores near market areas served by existing stores

( cannibalized ) to enhance service levels, gain incremental sales and increase market penetration.

The following table summarizes the store growth activity over the last three fiscal years:

2009 2008 2007

Stores at beginning of period 3,037 3,081 3,406
New store openings 40 26 27
Acquired stores remaining open 1 5 14
Closed stores)

Merged with existing stores 59 45 363
Sold or closed with no surviving store 12 30 3
Stores at end of period 3,007 3,037 3,081
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Acquired stores closed and accounts merged with existing
stores 26 38 36
Total approximate purchase price of acquisitions $7.2 million $15.7 million $20.1 million

(1) Substantially all of the merged, sold or closed stores in 2007 relate to our store consolidation plans discussed
below and in more detail in Note F, Restructuring, in the Notes to the Consolidated Financial Statements on
page 55.
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Store Consolidation. We believe our aggressive store acquisition program and our planned cannibalization resulted in
over penetration in some markets. We continually evaluate every market in which we operate by reviewing operating
results, competitive positioning, and growth potential. As a result of such review in December 2007, we committed to
a store consolidation plan pursuant to which we closed or merged 282 stores as of December 31, 2009.

Future Store Growth. We continue to believe there are attractive opportunities to expand our presence in the
rent-to-own industry both nationally and internationally. We plan to continue opening new stores in targeted markets
and acquiring existing rent-to-own stores and store account portfolios. We will focus new market penetration in
adjacent areas or regions that we believe are underserved by the rent-to-own industry. In addition, we intend to pursue
our acquisition strategy of targeting under-performing and under-capitalized rent-to-own stores. We also intend to
continue to critically evaluate the markets in which we operate and will close, sell or merge underperforming stores.

Competitive Strengths

We believe the following competitive strengths position us well for continued growth:

Geographic Footprint. At December 31, 2009, we operated 3,007 stores nationwide and in Canada and Puerto Rico.
In addition, our subsidiary, ColorTyme, franchised 210 stores in 33 states. We believe the number and location of our
stores combined with the strength of our brand provides us with a unique platform from which to market additional

products and services to our customer demographic. The following table shows the geographic distribution of our
stores:

Number of Stores

Company With Financial
Location Owned Services Franchised
Alabama 59 3
Alaska 6 5 3
Arizona 57 6
Arkansas 39 1
California 140
Colorado 43 12
Connecticut 40 1
Delaware 20
District of Columbia 4
Florida 172 19
Georgia 83 7
Hawaii 11 7 5
Idaho 12 7 3
Illinois 110 8
Indiana 97 2
Towa 27 13
Kansas 34 13 8
Kentucky 65 20 4
Louisiana 45 6
Maine 28 9
Maryland 63 11
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Massachusetts 69

Michigan 104

Minnesota 8*

Mississippi 35

Missouri 65 16
Montana 9 6
Nebraska 14

Nevada 23 3
New Hampshire 20

New Jersey 44

New Mexico 27 10
New York 176

North Carolina 129

North Dakota 3

Ohio 175 54
Oklahoma 45

Oregon 27

Pennsylvania 151

Puerto Rico 45

Rhode Island 16

South Carolina 64

South Dakota 4

Tennessee 90 37
Texas 289 112
Utah 16 6
Vermont 9

Virginia 68

Washington 44 26
West Virginia 35

Wisconsin 23*

Wyoming 7

Canada 18

TOTAL 3,007 353

* Retail installment stores

Includes eight retail installment stores
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Management Expertise. Our management team at both the corporate and operational levels is highly experienced with
over 100 combined years of service with us. Our executive management team has demonstrated the ability to grow the
profitability of our business through their operational leadership and strategic vision.

Financial Strength. Historically, our operations have generated strong cash flow, averaging $240.0 million in
operating cash flow per year since 1999. As a result, we have been able to invest in acquisitions and new business
opportunities while maintaining a strong balance sheet.

Collections. The breadth of our store locations also provides us with the operational infrastructure to support our
collection efforts. The ability to timely and personally contact customers through our local field personnel is critical to
our ability to collect payments or regain possession of rented merchandise. In addition, we believe we have developed
lasting relationships with our customers, as well as obtained extensive knowledge of our targeted customer
demographic, through our collection experience.

Integration Experience. We have gained significant experience in the acquisition and integration of other rent-to-own
operators and believe the fragmented nature of the rent-to-own and financial services industries will result in ongoing
consolidation opportunities. Acquired stores benefit from our improved product mix, sophisticated management
information system, purchasing power and administrative network.

Strategy

We intend to capitalize on our competitive strengths and continue to build our position as a leading provider of
products and services to cash and credit constrained consumers by focusing our strategic efforts on the following:

enhancing the operations, revenue and profitability of our store locations;

seeking additional distribution channels for our products and services;

leveraging our financial strength; and

strengthening customer relationships through community involvement.
Enhancing the Operations, Revenue and Profitability of Our Store Locations
We continually seek to improve store performance through strategies intended to produce gains in operating
efficiency, revenue and profitability. For example, we continue to focus our operational personnel on prioritizing store

profit growth, including increasing store revenue and managing store level operating expenses.

We believe we will achieve gains in revenues and operating margins in both existing and newly acquired stores by
continuing to:

focus on the customer experience, both in our store locations, as well as on our website;
focus on improving the operations in our existing financial services store locations;

use consumer focused advertising, including direct mail, television, Internet, radio and print media, which
highlights the appealing features of our services to increase store traffic and expand our customer base;
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respond to competitive pressures on a market by market basis with specifically tailored action plans;
acquire customer accounts;
create compelling product values for our customers through the use of strategic merchandise purchases;

expand the offering of product lines to appeal to more customers to increase the number of transactions and
grow our customer base; and

employ strict store-level cost control.
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Seeking Additional Distribution Channels for Our Products and Services

We believe there are opportunities for us to obtain new customers through sources other than our existing rent-to-own
stores. We are currently exploring the following alternatives:

offering the rent-to-own transaction to consumers who do not qualify for financing from a traditional retailer
by maintaining a presence inside such retailer s store locations;

making the rent-to-own transaction more attractive and convenient to consumers by locating kiosks inside
destination retailers such as grocers or mass merchandise retailers;

altering the footprint and product mix for stores in urban locations;
improving and expanding our financial services operations, including the addition of Internet lending;
expanding our retail store operations; and

expanding our operations in Canada and seeking to identify other international markets in which we believe
our products and services would be in demand.

There can be no assurance that we will be successful in our efforts to expand our distribution channels, or that such
operations, should they be added, will prove to be profitable.

Leveraging our Financial Strength

We believe we can leverage our financial strength by investing significantly in people, processes and technology to
increase revenue and reduce our cost infrastructure through our investments in the following:

a new centralized purchasing system which allows us to better manage our rental merchandise at the store level
while expanding availability of the most popular products;

centralized procurement of all non-merchandise categories of supplies and services, including the development
of an on-line procurement tool and a commitment to add dedicated resources at our home office to
professionally manage our expenses; and

an enhanced point of sale system which will provide visibility and efficiency in all aspects of our store
operations.

We believe our financial strength allows us to pursue these and other initiatives while also making strategic use of our
cash.

Strengthening Customer Relationships through Community Involvement
We seek to further strengthen relationships with our customers through community involvement both at the local store
level and as a company through corporate donations and initiatives. We encourage the management of each of our

stores to involve themselves with their respective local communities. In addition, we participate in various programs,
including the following:
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Since 2002, co-workers at our headquarters facility in Plano, Texas have worked to fight hunger through the
North Texas Food Bank. On a national basis, we have committed $500,000 over four years in the fight to end
hunger.

Each spring, we raise funds for Big Brothers Big Sisters of America. With a donation of $1 or more, customers
and co-workers sign their name on a paper spring egg to hang in our stores. Since 2003, Rent-A-Center has
given $100,000 every year to match the total amount raised by our stores during a four week campaign. To
date, we have donated more than $1.5 million.

In 2004, we established the Make A Difference Scholarship which provides $60,000 annually to customers,
their children and our co-workers children who are pursuing an undergraduate degree at the college or
university of their choice.

Table of Contents 14



Edgar Filing: RENT A CENTER INC DE - Form 10-K

Table of Contents

Since 2005, we have teamed up with Boys & Girls Clubs to furnish special RAC Rooms to the centers that
need them most. Each year, we create 20 new RAC Rooms around the country. Clubs choose the merchandise
they need, including furniture, televisions, electronics and computers.

We pledged $800,000 over four years in grants to Junior Achievement offices in communities across the
U.S. as part of our commitment to promoting financial literacy in our communities. Our program with Junior
Achievement assures that financial literacy programs will be taught to children in grades K-12 in schools
where at least 51% of students qualify for free or reduced lunch.

Random Acts of Caring brings unexpected gifts to people and organizations that serve others. Since 2008, the
Random Acts of Caring program has provided unexpected donations of merchandise and funding to 47
deserving non-profit organizations. Examples include furnishing rooms in three fire stations in New York and
donating $5,000 to the FDNY Foundation, and providing the Allen County Chapter of the American Red Cross
in Lima, Ohio with four desktop computers and two laptops for field work.

Rent-A-Center Store Operations
Store Design

Our stores average approximately 4,700 square feet and are located primarily in strip centers. Because we utilize just
in time inventory strategies, receiving merchandise shipments in relatively small quantities directly from vendors, we
are able to dedicate approximately 75% of the store space to showroom floor, and also eliminate warehousing costs.

Product Selection

Our stores generally offer merchandise from four basic product categories: major consumer electronics, appliances,
computers and furniture and accessories. Although we seek to maintain sufficient inventory in our stores to offer
customers a wide variety of models, styles and brands, we generally limit merchandise to prescribed levels to maintain
strict inventory controls. We seek to provide a wide variety of high quality merchandise to our customers, and we
emphasize high-end products from name-brand manufacturers. For the year ended December 31, 2009, consumer
electronic products accounted for approximately 36% of our store rental revenue, furniture and accessories for 31%,
appliances for 17% and computers for 16%. Customers may request either new merchandise or previously rented
merchandise. Previously rented merchandise is generally offered at the same weekly or monthly rental rate as is
offered for new merchandise, but with an opportunity to obtain ownership of the merchandise after fewer rental
payments.

Major consumer electronic products offered by our stores include high definition televisions, home theatre systems,
video game consoles and stereos from top name-brand manufacturers such as Sony, Nintendo, Philips, LG, Hitachi,
Toshiba and Mitsubishi. We offer major appliances manufactured by Whirlpool, including refrigerators, washing
machines, dryers, freezers and ranges. We offer desktop and laptop computers from Toshiba, Sony, Hewlett Packard,
Dell, Acer and Compaq. We offer a variety of furniture products, including dining room, living room and bedroom
furniture featuring a number of styles, materials and colors. We offer furniture made by Ashley, England, Standard,
Albany and Klaussner and other top name-brand manufacturers. Accessories include lamps and tables and are
typically rented as part of a package of items, such as a complete room of furniture. Showroom displays enable
customers to visualize how the product will look in their homes and provide a showcase for accessories.

Rental Purchase Agreements
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Our customers generally enter into weekly, semi-monthly or monthly rental purchase agreements, which renew
automatically upon receipt of each payment. We retain title to the merchandise during the term of the rental purchase
agreement. Ownership of the merchandise generally transfers to the customer if the customer has continuously
renewed the rental purchase agreement for a period of seven to 30 months, depending upon the product type, or
exercises a specified early purchase option. We do not conduct a formal credit investigation of each customer. We do
require a potential customer to provide store management with sufficient personal information to allow us to verify
their residence and sources of income. References listed by the customer are also contacted to

6
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verify the information contained in the customer s rental purchase order form. Rental payments are generally made in
the store or by telephone. We accept cash and credit or debit cards. Approximately 84% of our agreements are on a
weekly term. Depending on state regulatory requirements, we may charge for the reinstatement of terminated accounts

or collect a delinquent account fee, and collect loss/damage waiver fees from customers desiring product protection in
case of theft or certain natural disasters. These fees are standard in the industry and may be subject to
government-specified limits. Please read the section entitled ~ Government Regulation —Rental Purchase Transactions.

Product Turnover

On average, a minimum rental term of 18 months is generally required to obtain ownership of new merchandise.
Approximately 25% of our initial rental purchase agreements are taken to the full term of the agreement. The average
total life for each product is approximately 20 months, which includes the initial rental period, all re-rental periods and
idle time in our system. To cover the relatively high operating expenses generated by greater product turnover, rental
purchase agreements require higher aggregate payments than are generally charged under other types of purchase
plans, such as installment purchase or credit plans.

Customer Service

We generally offer same day or 24-hour delivery and installation of our merchandise at no additional cost to the
customer. We provide any required service or repair without additional charge, except for damage in excess of normal
wear and tear. Repair services are provided through our national network of 24 service centers, the cost of which may
be reimbursed by the vendor if the item is still under factory warranty. If the product cannot be repaired at the

customer s residence, we provide a temporary replacement while the product is being repaired. Generally, the customer
is fully liable for damage, loss or destruction of the merchandise, unless the customer purchases an optional
loss/damage waiver covering the particular loss. Most of the products we offer are covered by a manufacturer s
warranty for varying periods which, subject to the terms of the warranty, is transferred to the customer in the event

that the customer obtains ownership.

Collections

Store managers use our management information system to track collections on a daily basis. For fiscal years 2009,
2008, and 2007, the average week ending past due percentages were 6.50%, 6.38% and 6.43%, respectively. Our goal
was to have no more than 5.99% of our rental agreements past due one day or more each Saturday evening in the three
years. For the 2010 fiscal year, our goal remains the same at 5.99%. If a customer fails to make a rental payment when
due, store personnel will attempt to contact the customer to obtain payment and reinstate the agreement, or will
terminate the account and arrange to regain possession of the merchandise. We attempt to recover the rental items as
soon as possible following termination or default of a rental purchase agreement, generally by the seventh day.
Collection efforts are enhanced by the personal and job-related references required of customers, the personal nature
of the relationships between store employees and customers and the fact that, following a period in which a customer
is temporarily unable to make payments on a piece of rental merchandise and must return the merchandise, that
customer generally may re-rent a piece of merchandise of similar type and age on the terms the customer enjoyed
prior to that period.

Pursuant to the rental purchase agreements, customers who become delinquent in their rental payments and fail to
return the rented merchandise are or may over time become liable for accrued rent through the date the merchandise is
finally returned or the amount of the early purchase option or, if the merchandise is not returned before expiration of
the original term of weeks or months to ownership under the rental purchase agreement, then the total balance of
payments necessary to acquire ownership of the merchandise. If the customer does not return the merchandise or make
payment, the remaining book value of the rental merchandise associated with delinquent accounts is generally charged

Table of Contents 17



Edgar Filing: RENT A CENTER INC DE - Form 10-K

off on or before the ninetieth day following the time the account became past due. Charge offs in our rental stores due
to customer stolen merchandise, expressed as a percentage of rental store revenues, were approximately 2.3% in 2009,
2.5% in 2008 and 2.8% in 2007.
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We organize our network of stores geographically with multiple levels of management. At the individual store level,
each store manager is responsible for customer and account relations, delivery and collection of merchandise,
inventory management, staffing, training store personnel and certain marketing efforts. Two times each week, store
management is required to count the store s inventory on hand and compare the count to our accounting records, with
the district manager performing a similar count at least quarterly. In addition, our individual store managers track their
daily store performance for revenue collected as compared to the projected performance of their store. Each store
manager reports to a district manager within close proximity who typically oversees six to eight stores. Typically, a
district manager focuses on developing the personnel in his or her district and ensuring all stores meet our quality,
cleanliness and service standards. In addition, a district manager routinely audits numerous areas of the stores
operations. A significant portion of a district manager s and store manager s compensation is dependent upon store
revenues and profits.

At December 31, 2009, we had 477 district managers who, in turn, reported to 74 regional directors. Regional
directors monitor the results of their entire region, with an emphasis on developing and supervising the district
managers in their region. Similar to the district managers, regional directors are responsible for ascertaining whether
stores are following the operational guidelines. The regional directors report to ten division vice presidents located
throughout the country. The regional directors receive a significant amount of their compensation based on the
revenue and profitability of the stores under their management.

Our executive management team, including our division vice presidents, oversees field operations, with an overall
strategic focus. The executive management team directs and coordinates advertising, purchasing, financial planning
and controls, employee training, personnel matters, acquisitions and new store initiatives. The centralization and
coordination of such operational matters allows our store managers to focus on individual store performance. A
significant portion of our executive management compensation is determined by the profits generated by us.

Management Information Systems

Through a licensing agreement with High Touch, Inc., we utilize an integrated management information and control
system. Each store is equipped with a computer system utilizing point of sale software developed by High Touch. This
system tracks individual components of revenue, each item in idle and rented inventory, total items on rent, delinquent
accounts, items in service and other account information. We electronically gather each day s activity report, which
provides our executive management with access to all operating and financial information concerning any of our
stores, markets or regions and generates management reports on a daily, weekly, month-to-date and year-to-date basis
for each store and for every rental purchase transaction. The system enables us to track all of our merchandise and
rental purchase agreements, which often include more than one unit of merchandise. In addition, our bank
reconciliation system performs a daily sweep of available funds from our stores depository accounts into our central
operating account based on a formula that enables us to meet store operating needs while effectively utilizing excess
cash. Our system also includes extensive management software, report-generating capabilities and a virtual private
network. The virtual private network allows us to communicate with the stores more effectively and efficiently.
Utilizing the management information system, our executive management, division vice presidents, regional directors,
district managers and store managers closely monitor the productivity of stores under their supervision according to
our prescribed guidelines. We are currently investing in the development of new point of sale systems and processes
to further enhance our management information system.

The integration of our management information system, developed by High Touch, with our accounting system,

developed by Lawson Software, Inc., facilitates the production of our internal financial statements. These financial
statements are distributed monthly to all stores, markets, regions and our executive management team for their review.
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Purchasing and Distribution

We recently completed the implementation of a centralized inventory management system, including automated
merchandise replenishment. Our new automated replenishment system uses perpetual inventory records to

8
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analyze individual store requirements, as well as other pertinent information such as delivery and return forecasts,
blanket orders, predetermined inventory levels, and vendor performance, to generate recommended merchandise order
information. These recommended orders are reviewed by the store manager and delivered electronically to our
vendors. The stores also have online access to determine whether other stores in their market may have merchandise
available. All merchandise is shipped by vendors directly to each store, where it is held for rental. We do not utilize
any distribution centers. These systems and procedures allow us to retain tight control over our inventory, improve the
diversity and assortment of merchandise in our stores, and assist us in having the right products available at the right
time. In addition, these systems require less involvement by our store employees resulting in more time available for
customer service and sales activities.

We purchase the majority of our merchandise from manufacturers, who ship directly to each store. Our largest
suppliers include Whirlpool and Ashley who accounted for approximately 16.4% and 15.6%, respectively, of
merchandise purchased in 2009. No other manufacturer accounted for more than 10% of merchandise purchased
during this period. We do not generally enter into written contracts with our suppliers that obligate us to meet certain
minimum purchasing levels. Although we expect to continue relationships with our existing suppliers, we believe
there are numerous sources of products available, and we do not believe the success of our operations is dependent on
any one or more of our present suppliers.

Marketing

We promote the products and services in our stores through television and radio commercials, print advertisements,
Internet sites, direct response and store signage, all of which are designed to increase our name recognition among our
customers and potential customers. Our advertisements emphasize such features as product and name-brand selection,
prompt delivery, price match, service at no extra cost, lifetime reinstatement and the absence of initial deposits, credit
investigations or long-term obligations. In addition, we promote the RAC Worry-Free Guaranteé® to further highlight
these aspects of the rent-to-own transaction. We believe that as the Rent-A-Center name gains familiarity and national
recognition through our advertising efforts, we will continue to educate our customers and potential customers about
the rent-to-own alternative to merchandise purchases as well as solidify our reputation as a leading provider of high
quality branded merchandise and services.

Advertising expense as a percentage of store revenue for the years ended December 31, 2009, 2008 and 2007 was
approximately 2.9%, 2.9% and 2.8%, respectively. As we obtain new stores in our existing market areas, the
advertising expenses of each store in the market can generally be reduced by listing all stores in the same market-wide
advertisement.

Competition

The rent-to-own industry is highly competitive. According to industry sources and our estimates, the two largest
industry participants account for approximately 4,900 of the 8,500 rent-to-own stores in the United States and Canada.
We are the largest operator in the rent-to-own industry with 3,007 stores and 210 franchised locations as of

December 31, 2009. Our stores compete with other national, regional and local rent-to-own businesses, as well as with
rental stores that do not offer their customers a purchase option. With respect to customers desiring to purchase
merchandise for cash or on credit, we also compete with retail stores. Competition is based primarily on store location,
product selection and availability, customer service and rental rates and terms.

Seasonality

Our revenue mix is moderately seasonal, with the first quarter of each fiscal year generally providing higher
merchandise sales than any other quarter during a fiscal year, primarily related to federal income tax refunds.
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Generally, our customers will more frequently exercise the early purchase option on their existing rental purchase
agreements or purchase pre-leased merchandise off the showroom floor during the first quarter of each fiscal year. We
expect this trend to continue in future periods. Furthermore, we tend to experience slower growth in the number of
rental purchase agreements in the third quarter of each fiscal year when compared to other quarters throughout the
year. As a result, we would expect revenues for the third quarter of each fiscal year to remain relatively flat with
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the prior quarter. We expect this trend to continue in future periods unless we add significantly to our store base
during the third quarter of future fiscal years as a result of new store openings or opportunistic acquisitions.

Retail Store Operations

As of December 31, 2009, we operated 39 stores utilizing a retail model which generates installment credit sales
through a retail sale transaction. Twenty-three of these stores operate under the name Get It Now and 16 stores under
the name Home Choice. Our retail stores are located in Illinois, Minnesota and Wisconsin.

ColorTyme Operations

ColorTyme is our nationwide franchisor of rent-to-own stores. At December 31, 2009, ColorTyme franchised 210
stores in 33 states. These rent-to-own stores primarily offer high quality durable products such as home electronics,
appliances, computers and furniture and accessories. During 2009, 12 new franchise locations were added, 17 were
sold (all of which we purchased) and seven stores closed.

All of the ColorTyme franchised stores use ColorTyme s trade names, service marks, trademarks and logos. All stores
operate under distinctive operating procedures and standards. 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. As franchisor, ColorTyme receives royalties of 2.0% to 5.0% of the franchisees monthly
gross revenue and, generally, an initial fee up to $20,000 per new location for existing franchisees and up to $25,000
per location for new franchisees.

The ColorTyme franchise agreement generally requires the franchised stores to utilize specific computer hardware and
software for the purpose of recording rentals, sales and other record keeping and central functions. ColorTyme retains
the right to retrieve data and information from the franchised stores computer systems. The franchise agreements also
limit the ability of the franchisees to compete with other franchisees and provides us a right of first refusal to purchase
the franchise location of a ColorTyme franchisee that wishes to exit the business.

The franchise agreement also requires the franchised stores to exclusively offer for rent or sale only those brands,
types and models of products that ColorTyme has approved. The franchised stores are required to maintain an
adequate mix of inventory that consists of approved products for rent as dictated by ColorTyme policy manuals.
ColorTyme negotiates purchase arrangements with various suppliers it has approved. ColorTyme s largest suppliers
are Ashley and Whirlpool, which accounted for approximately 19.5% and 14.5% of merchandise purchased by
ColorTyme in 2009, respectively.

ColorTyme franchisees may also offer financial services, such as short term secured and unsecured loans, in addition
to traditional rent-to-own products. In addition, some of ColorTyme s franchised stores offer custom rims and tires for
sale or rental under the trade names RimTyme or ColorTyme Custom Wheels. As of December 31, 2009, 42
ColorTyme stores operated by 15 separate franchisees offered financial services. Fourteen ColorTyme stores operated
by five separate franchisees offered tires and rims exclusively.

ColorTyme is a party to an agreement with Wells Fargo Foothill, Inc. ( Wells Fargo ), who provides $35.0 million in
aggregate financing to qualifying franchisees of ColorTyme generally up to five times their average monthly
revenues. Under the Wells Fargo agreement, upon an event of default by the franchisee under agreements governing
this financing and upon the occurrence of certain other events, Wells Fargo can assign the loans and the collateral
securing such loans to ColorTyme, with ColorTyme paying the outstanding debt to Wells Fargo and then succeeding
to the rights of Wells Fargo under the debt agreements, including the right to foreclose on the collateral. The Wells
Fargo agreement expires on September 30, 2010. An additional $20.0 million of financing is provided by Texas
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Capital Bank, National Association ( Texas Capital Bank ) under an agreement similar to the Wells Fargo financing.
Rent-A-Center East, Inc., a subsidiary of Rent-A-Center, guarantees the obligations of ColorTyme under each of these
agreements, excluding the effects of any amounts that could be recovered under collateralization provisions, up to a
maximum amount of $55.0 million, of which $19.5 million was outstanding as of December 31, 2009.

ColorTyme has established national advertising funds for the franchised stores, whereby ColorTyme has the right to
collect up to 3% of the monthly gross revenue from each franchisee as contributions to the fund. Currently,
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ColorTyme has set the monthly franchisee contribution at $250 per store per month. ColorTyme directs the
advertising programs of the fund, generally consisting of advertising in print, television and radio. ColorTyme also has
the right to require franchisees to expend 3% of their monthly gross revenue on local advertising.

ColorTyme licenses the use of its trademarks and service marks to its franchisees under the franchise agreement.
ColorTyme owns various trademarks and service marks, including ColorTyme®, RimTyme®, and Your Hometown
ColorTyme®, that are used in connection with its operations and have been registered with the United States Patent
and Trademark office. The duration of these marks is unlimited, subject to periodic renewal and continued use.

Some of ColorTyme s franchisees may be in locations where they directly compete with our company-owned stores,
which could negatively impact the business, financial condition and operating results of our company-owned stores.

Financial Services Operations

We offer financial services products, such as short term secured and unsecured loans, debit cards, check cashing, tax
preparation and money transfer services under the trade names RAC Financial Services and Cash AdvantEdge within
certain of our existing Rent-A-Center store locations. As of December 31, 2009, we offered some or all of these

financial services products in 353 Rent-A-Center store locations in 17 states. We continue to focus our resources on
improving the operations in these existing financial services store locations and expect to have approximately 400
Rent-A-Center store locations offering financial services by the end of 2010.

Stores offering financial services products in addition to traditional rent-to-own products generally require one to two
additional employees. Management of our financial services business is integrated with our rent-to-own operations,
with six financial services regional directors and 40 financial services district managers reporting to our division vice
presidents.

Our financial services business operates in a highly competitive industry. Similar financial services products are
offered by large regional or national entities, smaller independent outlets and pawnshops. Competitive factors include
location, service, maximum loan amount, repayment options and fees.

Trademarks

We own various trademarks and service marks, including Rent-A-Center®, that are used in connection with our
operations and have been registered with the United States Patent and Trademark Office. The duration of our
trademarks is unlimited, subject to periodic renewal and continued use. In addition, we have obtained trademark
registrations in Canada. We believe we hold the necessary rights for protection of the trademarks and service marks
essential to our business. The products held for rent in our stores also bear trademarks and service marks held by their
respective manufacturers.

Employees

As of February 19, 2010, we had approximately 17,400 employees, of whom 600 are assigned to our headquarters and
the remainder of whom are directly involved in the management and operation of our stores and service centers. The
employees of the ColorTyme franchisees are not employed by us. While we have experienced limited union activity in
the past, none of our employees are covered by a collective bargaining agreement. We believe relationships with our

employees are generally good.

Government Regulation
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Rental Purchase Transactions

State Regulation

Currently, 46 states, the District of Columbia and Puerto Rico have legislation that recognize and regulate rental
purchase transactions as separate and distinct from credit sales. We believe this existing legislation is generally
favorable to us, as it defines and clarifies the various disclosures, procedures and transaction structures
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related to the rent-to-own business with which we must comply. With some variations in individual states, most
related state legislation requires the lessor to make prescribed disclosures to customers about the rental purchase
agreement and transaction, and provides time periods during which customers may reinstate agreements despite
having failed to make a timely payment. Some state rental purchase laws prescribe grace periods for non-payment,
prohibit or limit certain types of collection or other practices, and limit certain fees that may be charged. Ten states
limit the total rental payments that can be charged to amounts ranging from 2.0 times to 2.4 times the disclosed cash
price or the retail value of the rental product.

Although Minnesota has a rental purchase statute, the rental purchase transaction is also treated as a credit sale subject
to consumer lending restrictions pursuant to judicial decision. Therefore, we offer our customers in Minnesota an
opportunity to purchase our merchandise through an installment sale transaction in our Home Choice stores. We
operate eight Home Choice stores in Minnesota.

North Carolina has no rental purchase legislation. However, the retail installment sales statute in North Carolina
expressly provides that lease transactions which provide for more than a nominal purchase price at the end of the
agreed rental period are not credit sales under the statute. We operate 129 stores in North Carolina.

Courts in Wisconsin and New Jersey, which do not have rental purchase statutes, have rendered decisions which
classify rental purchase transactions as credit sales subject to consumer lending restrictions. Accordingly, in
Wisconsin, we offer our customers an opportunity to purchase our merchandise through an installment sale transaction
in our Get It Now stores. In New Jersey, we have modified our typical rental purchase agreements to provide
disclosures, grace periods, and pricing that we believe conform with the retail installment sales act. We operate 23 Get
It Now stores in Wisconsin and 44 Rent-A-Center stores in New Jersey.

Legislation has been introduced in New York from time to time that would significantly amend that state s existing
rental purchase statute. Recently introduced bills would impose significant pricing restrictions in New York and, if
enacted as proposed, would have a material and adverse impact on our operations in New York. While predecessors of
these bills have not received widespread support from members of either body of New York s legislature, we are
unable to assure you that such adverse legislation will not be enacted in the future. We operate 176 stores in New
York.

Federal Legislation

To date, no comprehensive federal legislation has been enacted regulating or otherwise impacting the rental purchase
transaction. We do, however, comply with the Federal Trade Commission recommendations for disclosure in rental
purchase transactions.

From time to time, we have supported legislation introduced in Congress that would regulate the rental purchase
transaction. While both beneficial and adverse legislation may be introduced in Congress in the future, any adverse

federal legislation, if enacted, could have a material and adverse effect on us.

There can be no assurance as to whether new or revised rental purchase laws will be enacted or whether, if enacted,
the laws would not have a material and adverse effect on us.

Financial Services

Our financial services business is subject to regulation and supervision primarily at the state and federal levels. We
intend to offer our financial services products only in those jurisdictions with favorable regulatory environments.
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In those jurisdictions where we make consumer loans directly to consumers (currently all states in which we offer
financial services other than Texas), we are a licensed lender where required and are subject to various state
regulations regarding the terms of our short term consumer loans and our policies, procedures and operations relating
to those loans. Typically, state regulations limit the amount that we may lend to any consumer and, in some cases, the
number of loans or transactions that we may make to any consumer at one time or in the course of a year. These state
regulations also typically restrict the amount of finance charges that we may assess in connection with any loan or
transaction and may limit a customer s ability to renew or rollover a loan.
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We operate our financial services business in Texas under the Texas Credit Services Organization law which requires
that we register as a Credit Services Organization ( CSO ) with the Texas Secretary of State, pay a registration fee and
post surety bonds for each location. The CSO may, for a fee, help a consumer obtain an extension of credit from an
independent third-party lender. We must also comply with various disclosure requirements, which include providing
the consumer with a disclosure statement and contract that detail the services to be performed by the CSO and the

total cost of those services along with various other items. Additionally, the CSO must give a consumer the right to
cancel the credit services agreement without penalty within three days after the agreement is signed.

We are subject to regulations in several jurisdictions in which we operate that require the registration or licensing of
check cashing companies or regulate the fees that check cashing companies may impose. In some of these
jurisdictions, we may be required to file fee schedules with the state or conspicuously post the fees charged for
cashing checks at each branch. In some cases, we are required to meet minimum bond or capital levels and are subject
to record-keeping requirements. We are licensed in each of the states or jurisdictions in which a license is currently
required for us to operate as a check cashing company and have filed our schedule of fees with each of the states or
other jurisdictions in which such a filing is required.

In addition, our financial services business is subject to federal statutes and regulations such as the USA Patriot Act,
the Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Truth in Lending Act, the Gramm-Leach-Bliley
Act, the Fair Debt Collection Practices Act, the Anti-Money Laundering Act, and similar state laws.

Legislative activity with respect to the financial services industry at the state and federal level continues to be
significant. Both favorable and adverse legislation has been introduced in a number of states as well as in Congress.
There can be no assurance as to whether new or revised financial services laws will be enacted or whether, if enacted,
the laws would not have a material and adverse effect on us.

Item 1A. 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 in this
report, including our financial statements and related notes.

Future revenue growth depends on our ability to identify and execute new growth strategies.

We have a mature store base. As a result, our same store sales have increased more slowly than in historical periods,
or in some cases, decreased. Our future growth will require that we successfully increase revenue in our rent-to-own
stores, as well as seek to identify additional distribution channels for our products and services. If we are unable to
identify and successfully implement these strategic growth initiatives, our earnings may grow more slowly or even
decrease.

If we fail to effectively manage the growth, integration and profitability of our financial services business, we
may not realize the economic benefit of our financial investment in such operations.

We face risks associated with integrating our financial services business into our existing operations, including further
development of information technology and financial reporting systems. In addition, a newly opened financial
services location generally does not attain positive cash flow during its first year of operations. Also, the financial
services industry is highly competitive and regulated by federal, state and local laws.
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Our expansion into the financial services business could place a significant demand on our management and our
financial and operational resources. If we are unable to effectively implement our financial services business, we may
not realize the operational benefits of our investment in the financial services business that we currently expect.
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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 in our case,
regulations specifically regarding rent-to-own transactions. Currently, 46 states, the District of Columbia and Puerto
Rico have passed laws that regulate rental purchase transactions as separate and distinct from credit sales. One
additional state has a retail installment sales statute that excludes leases, including rent-to-own transactions, from its
coverage if the lease provides for more than a nominal purchase price at the end of the rental period. The specific
rental purchase 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 ten states limit the total
amount that may be charged over the life of a rental purchase agreement and the laws of four states limit the cash
prices for which we may offer merchandise. Most states also regulate rental purchase transactions, as well as other
consumer transactions, under various consumer protection statutes. The rental purchase statutes and other consumer
protection statutes provide various consumer remedies, including monetary penalties, for violations. In our history, we
have been the subject of litigation alleging that we have violated some of these statutory provisions.

Although there is currently no comprehensive federal legislation regulating rental purchase transactions, adverse
federal legislation may be enacted in the future. From time to time, both favorable and adverse legislation seeking to
regulate our business has been introduced in Congress. 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.

Financial services transactions are regulated by federal law as well as the laws of certain states. Any adverse
changes in these laws or the passage of adverse new laws with respect to the financial services business could
slow our growth opportunities, expose us to litigation or alter our business practices in a manner that we may
deem to be unacceptable.

Our financial services business is subject to federal statutes and regulations such as the USA Patriot Act, the Equal
Credit Opportunity Act, the Fair Credit Reporting Act, the Truth in Lending Act, the Gramm-Leach-Bliley Act, the
Fair Debt Collection Practices Act, the Anti-Money Laundering Act, and similar state laws. In addition, we are subject
to various state regulations regarding the terms of our short term consumer loans and our policies, procedures and
operations relating to those loans, including the fees we may charge, as well as fees we may charge in connection with
our other financial services products. The failure to comply with such regulations may result in the imposition of
material fines, penalties, or injunctions. Congress and/or the various legislatures in the states where we currently
operate or intend to offer financial services products may adopt new legislation or amend existing legislation with
respect to our financial services business that could require us to alter our business practices in a manner that we may
deem to be unacceptable, which could slow our growth opportunities.

We may be subject to legal proceedings from time to time which seek 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.

In our history, we have defended class action lawsuits alleging various regulatory violations and have paid material
amounts to settle such claims. Significant settlement amounts or final judgments could materially and adversely affect

our liquidity. The failure to pay any material judgment would be a default under our senior credit facilities.
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Our senior credit facilities 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 restrict our ability to pay dividends, engage in various operational matters,
as well as require us to maintain specified financial ratios. Our ability to meet these financial ratios 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. 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.

A change of control could accelerate our obligation to pay our outstanding indebtedness, and we may not have
sufficient liquid assets at that time to repay these amounts.

Under our senior credit facilities, an event of default would result if a third party became the beneficial owner of
35.0% or more of our voting stock or upon certain changes in the constitution of Rent-A-Center s Board of Directors.
As of December 31, 2009, $711.2 million was outstanding under our senior debt. If a specified change in control
occurs and the lenders under our senior credit facilities accelerate these obligations, we may not have sufficient liquid
assets to repay amounts outstanding under these agreements.

Rent-A-Center s organizational documents and our senior credit facilities contain provisions that may prevent
or deter another group from paying a premium over the market price to Rent-A-Center s stockholders to
acquire its stock.

Rent-A-Center s organizational documents contain provisions that classify its Board of Directors, authorize its Board
of Directors to issue blank check preferred stock and establish advance notice requirements on its stockholders for
director nominations and actions to be taken at meetings of the stockholders. In addition, as a Delaware corporation,
Rent-A-Center is subject to Section 203 of the Delaware General Corporation Law relating to business combinations.
Our senior credit facilities contain 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 Rent-A-Center s common stock that some or a majority of Rent-A-Center s
stockholders might consider to be in their best interests.

Rent-A-Center is a holding company and is dependent on the operations and funds of its subsidiaries.
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Rent-A-Center is a holding company, with no revenue generating operations and no assets other than its ownership
interests in its direct and indirect subsidiaries. Accordingly, Rent-A-Center is dependent on the cash flow generated by
its direct and indirect operating subsidiaries and must rely on dividends or other intercompany transfers from its
operating subsidiaries to generate the funds necessary to meet its obligations, including the obligations under the
senior credit facilities. The ability of Rent-A-Center s subsidiaries to pay dividends or make
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other payments to it is subject to applicable state laws. Should one or more of Rent-A-Center s subsidiaries be unable
to pay dividends or make distributions, its ability to meet its ongoing obligations could be materially and adversely
impacted.

Our stock price is volatile, and you may not be able to recover your investment if our stock price declines.

The 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, when and how many rent-to-own stores we acquire or open, and the rate at which we add
financial services to our existing stores;
quarterly variations in our competitors results of operations;
changes in earnings estimates or buy/sell recommendations by financial analysts; and
the stock price performance of comparable companies.

In addition, the stock market as a whole has experienced extreme price and volume fluctuations that have affected the

market price of many specialty retailers in ways that may have been unrelated to these companies operating

performance.

Failure to achieve and maintain effective internal controls could have a material adverse effect on our business
and stock price.

Effective internal controls are necessary for us to provide reliable financial reports. If we cannot provide reliable
financial reports, our brand and operating results could be harmed. All internal control systems, no matter how well
designed, have inherent limitations. Therefore, even those systems determined to be effective can provide only
reasonable assurance with respect to financial statement preparation and presentation.

While we continue to evaluate and improve our internal controls, we cannot be certain that these measures will ensure
that we implement and maintain adequate controls over our financial processes and reporting in the future. Any failure
to implement required new or improved controls, or difficulties encountered in their implementation, could harm our
operating results or cause us to fail to meet our reporting obligations.

If we fail to maintain the adequacy of our internal controls, as such standards are modified, supplemented or amended
from time to time, we may not be able to ensure that we can conclude on an ongoing basis that we have effective
internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act. Failure to achieve
and maintain an effective internal control environment could cause investors to lose confidence in our reported
financial information, which could have a material adverse effect on our stock price.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

We lease space for substantially all of our stores and service center locations, as well as regional offices, under
operating leases expiring at various times through 2019. Most of our store leases are five year leases and contain
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renewal options for additional periods ranging from three to five years at rental rates adjusted according to
agreed-upon formulas. Store sizes range from approximately 1,200 to 24,000 square feet, and average approximately
4,700 square feet. Approximately 75% of each store s space is generally used for showroom space and 25% for offices
and storage space.

We own the land and building at 5501 Headquarters Drive, Plano, Texas, in which our corporate headquarters are
located. The land and improvements are pledged as collateral under our senior credit facilities.
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We believe suitable store space generally is available for lease and we would be able to relocate any of our stores
without significant difficulty should we be unable to renew a particular lease. We also expect additional space is
readily available at competitive rates to open new stores.

Item 3. Legal Proceedings.

From time to time, we, along with our subsidiaries, are party to various legal proceedings arising in the ordinary
course of business. In our history, we have defended class action lawsuits alleging various regulatory violations and
have paid material amounts to settle such claims. We accrue for litigation loss contingencies that are both probable
and reasonably estimable. Legal fees and expenses associated with the defense of all of our litigation are expensed as
such fees and expenses are incurred. As of December 31, 2009, we had no accrual relating to probable losses for our
outstanding litigation.

We continue to monitor our litigation exposure, and will review the adequacy of our legal reserves on a quarterly basis
in