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Computing Power
Reporting Flexibility

• Excellent Service and
Support

D. All of the above
Where can you find ALL of

the qualities you need for
)< effective computer manage­

ment of your rent-to-own
Ir

business? r:tracs offers the
correct answer. Our team
studied and researched the

challenges of automating the
rental industry for 7 years be­
fore offering our system to
the marketplace. We devel­

oped the solutions for RTO

computerization. The r:tracs

system provides the most

technically advanced system
for RTO operators.

Check out the company that has ALL the qualities that you seek in a computer
management system.

(512) 255·5284
280 W Bagdad, Suite Seven
Round Rock, Texas 78664The technically excellent alternative.
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Digital
2TV

H.P.X. 31" Square VU
Double Feature Digital 2TV

• Intelligent
"Teachable" Remote

• S-VHS Jack
• Built-In MTS Stereo

• Surround Sound
• 600 Lines of Resolution

• Self Demonstration

VT30S0 VCR
• Featuring IntelAscan with

17 pages of On-Screen
Instruction, Problem­
Solving Information
and Features, Self
Demonstration

• Dual VU LCD Transmitter
Hand Unit

• DA 4-Head Double
Azimuth Clean Still and
Slow Motion Special
Effects

VM-S8100
Digital Super VHS

Full-Size Camcorder
• Approaching 1 Lux Sensitivity

• 2f3 MOS High Resolution Sensor
• Auto Exposure-Iris/Speed-Flicker Sensor

• f 1.2 x 8 Zoom

Hitachi Sales Corporation of America
401 West Artesia Blvd.
Compton, Ca 90220
(213) 537-8383
Contact: Terry Stein v.P. Sales �HITACHI

A World Leader in Technology



THE DIRECTOR'S DESK

The APRO Board of Directors meeting held August 31 and September 1 in
Atlanta signaled a major turning point and a new direction for the association.
The two-day meeting was called by APRO President Dick Grauel for the pur­
pose of developing a mission statement, setting goals, and outlining action plans
to guide the work of the association. The goals include both short-range and long­
range objectives.

The mission statement, adopted during the meeting reads: ''APRO is commit­
ted to being the national rent-to-own trade association by being responsive to

its members, by providing responsible and effective leadership, and by promot­
ing professionalism in the industry in a financially sound manner:'

Fourteen areas of the association's work program were singled out for special
emphasis, and committees were appointed in each area to set specific goals and
determine steps and time frames for the achievement of the goals. New programs
are being developed to meet the needs of the members in areas such as new mem­

ber services, conventions, seminars, public relations, insurance, government rela­

tions, budget and finance, membership development, and publications.
A committee is examining the APRO seminar program to find ways to offer

new subjects at a lower cost to participants, and in locations that are more con­

venient for APRO members. The board voted to open the seminars to non­

members, which is expected to increase attendance and allow the association to

offer more educational training programs. Another committee, appointed to

develop new member services, is exploring the possibility of offering a compre­
hensive institute training program in conjunction with a major college. This proj­
ect envisions offering three levels of training with the possibility of certification
for completion or the various programs.

The membership committee was challenged by the board to produce a net gain
of 100 new members by August 1, 1989. The committee is working on a marketing
plan that will include APRO member involvement in recruiting new members.

A comprehensive public relations plan is being developed to enhance the image
of the industry in the eyes of legislators, consumers, and the general public. The

public relations plan will include programs to educate the public on the rental­

purchase concept. The plan will also concentrate on keeping APRO members
better informed of the association's services and the status of all APRO projects.

Important changes in future APRO conventions and trade shows are being con­

sidered. A new committee is looking at ways to improve convention seminars,
offer a larger trade show, and increase convention attendance while keeping the
cost of attending the convention as low as possible. The board voted to open future
conventions to non-members. Consideration is being given to changing the con­

vention location pattern of holding the convention in Las Vegas every other year.
The board reviewed the legal and legislative program that was developed at

the 1988 convention which includes plans to help organize state associations and
to encourage existing states to remain active. APRO is providing administrative
assistance to state rent-to-own dealer associations and coordinating the ongoing
legal and legislative programs at both the state and national levels.

These are but a few of the new projects that signal a change in direction for
the national trade association that represents the rent-to-own industry. The results
will be a stronger, more unified association-one that is better prepared to serve

its members and the industry.

-Executive Director
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Audio Marketing--­
Taking Advantage
Of All the Romance

By Susan K. Elliott

For some observers, the story in audio
is where it will be in a few years when
all the promised technology becomes

reality. Others focus on today, saying
that rental dealers need to put more

emphasis on romancing all of the inno­
vations that are becoming widely
available.

Until recently, features such as

remote control stereos and compact disc

players capable of playing up to 20
hours of non-stop music were accessi­
ble only to wealthier retail buyers, or not

at all. These deluxe features have now

become affordable for rent-to-own cus­

tomers, although they may not know
it yet.

"You couldn't find a stereo three years
ago that had a remote on it unless you
paid $1,500 cost for it;' says Alan Tay­
lor, owner of 10 Michigan Rent To Own
stores based in Southfield, Michigan.
"Now we're getting remotes on our $300
leader systems. I think the customers
are thrilled about the extra special fea�
tures they're getting on these systems
today.

"That's just because technology is
able to manufacture those features at

8 October-November 1988/PROGRESSIVE RENTALS



lower cost today, and they're putting all
the bells and whistles on lower and
middle end products. You never used
to find it that way before:'

Compact Disc Players
Acceptance of compact disc players

still varies widely from dealer to dealer,
but most fully expect their numbers to

grow. Compact discs have begun to

drop in price, coming down from the
standard $30 price of a few years ago to
a low of $9.99 to $12.99. "Now that cus­

tomers can afford to buy them, just like

they could afford records before, they're
interested in CD players;' says Taylor.

He reports only about 5 percent of his
customers taking CD players, but
believes he should be merchandising
"better, putting it out on a separate dis­

playas an add-on for $9.99 to an exist­

ing system. Then I'd see CDs being
another source of BOR that most deal­
ers probably aren't pushing much. But
it should be done, and I'm sure we will.

"We offer compact disc players as an

add-on now, but it's just not set up in
the store to make it that obvious to the
customers that they can get it. We've
never done a mail-out to video cus­

tomers saying 'For $9.99 you can add
this on: It's all merchandising and mar­

keting that should be done. I feel if it
was done we could put more of them
out;' says Taylor.

All in One
Warren Powers, an owner of Ameri­

cans' Rent To Own stores in St. Louis,
Atlanta, Denver, and San Diego as well
as six rent-to-rent stores, believes audio
customers are "becoming more edu­
cated and looking for more sophisti­
cated equipment to rent. Customers
want combination equipment with ste­
reo and 1V in an entertainment center:'

Throughout the country, dealers
report greater interest in entertainment
centers. Quasar is one company
responding to this demand with a sys­
tem described as a "hybrid between the

PROGRESSIVE RENTALS/October-November 1988

wall unit and vertical rack unit:' Accord­
ing to Sid Pickup, Quasar's audio mar­

keting manager, the new system was

developed specifically for the rental
market and introduced at the August
APRO show in Las Vegas.

"Quasar has participated in the
APRO shows for a long time, and we

constantly get requests from APRO
dealers to 'please have some sort of a

rental piece that we can create an AN
(audio/video) center with. It makes it
easier for our customer to set up, it's

something that we can rent easily, but

give our customers a good value':'

. . . rental dealers need to

put more emphasis on

romancing all of the
innovations that are

becoming widely
available.

Quasar's all-in-one low-boy style
cabinet features speakers for the audio
portion built into the bottom of the cabi­
net and will house either a 19- or 20-inch
television. "We've given the dealer that
flexibility to put the television he wants
into it-including the television VCR
monitor, our model 8220, which has a

VCR player recorder built into it with a

20-inch television, so they can match up
that with a remote control audio

system.
"The audio system has dual tape

decks and is also remote controlled by
the same unified remote as on our

l00-watt system. It's a five-band graphic
equalizer with quartz tuning and if they
want, they can also put a CD player in
that cabinet.

"It creates an all-in-one cabinet that
allows the dealer to offer a complete
home-entertainment package at one

price, everything together. That
introduction has been very successful
for us, and the dealers were very

pleased to see it since they have been
looking for that type product from us

for two or three years now;' says Pickup.
Quasar has also introduced their first

remote-controlled 100 watt per channel
rack system with three-way speakers
and Ill-inch woofer for rental customers
"who demand the higher power
systems:'

Control in Hand
Pickup says dealers especially like the

flexibility of Quasar's unified remote
control device "which operates with
most all of our remote control televi­
sions. It turns them on and off, and
operates all the VCRs, changes the
channels, starts the play mode, stops,
records. Then the same remote control
turns our audio system on/off, moves

the volume up or down, the preset
radio stations up and down, and also
chooses between functions like tape,
phono, and CD if they have one in the
system."

Warren Powers is one dealer who sees

remote controls becoming more popu­
lar. "Stereos are all coming out with
remote control, just like televisions.
Thirty-five to 40 percent are remote con­

trol now, and the number is growing all
the time;' says Powers.

Lindsey Semon, owner of three
Magic Rentals stores in Charlotte, North
Carolina, finds it difficult to keep
remote control units matched up with
the stereos. "We offer them, but the
remotes don't usually come back that
many times, and we just let it ride from
that point.

"The remotes are something that are

popular, but it's a problem keeping up
with the remotes, just like it is with tele­
visions. Whenever you do pick-ups you
have a hard time getting the remotes
back. Your remotes are too expensive to

keep replacing, so then the system
turns into being non-remote. You just
don't tell the customer that it has one.

"It is a little hard to get the replace­
ments for remotes for stereos now

because they're still new;' Semon says.

9



Audio Supplier Who's Who
The status of audio in rental-purchase is underscored by the number, scope,

and reputation of audio suppliers working with the industry. The following Hst
of current suppliers details not only company addresses and phone numbers,
but products supplied as well. Each company listed supports APRO as an associate

member, convention exhibitor, or publications advertiser.

*
= Associate Member

+ = Advertiser

t = Convention Exhibitor

*Communications World
International

14828 W. 6th Ave. #13-B
Golden, CO 80401

(303) 279-8200
Telecommunications equipment

+tPfanstiehl Corp.
3300 Washington St.

Waukegan, IL 60085

(312) 623-1360
Audio accessories and repair

equipment

+tSoundesign Corp.
Harborside Financial Center
400 Plaza Two

Tersey City, NJ 07311-3962

(80e� 333-3092
lIXudio rack systems, amplifiers,

turntables, speakers, receivers,
tape decks, CD players

*+Thomas Corp.
122 Tices Ln.
E. Brunswick, NJ 08816
(800) 524-0160

�2cn) 238-6862

Harley-Davidson brand. audio
stereo systems

*+ tSanyo Fisher Corp.
21350 Lassen St.
Chatsworth, CA 91311

(818) 998-7322
A"III,djo .tad" systems, amplifiers,

turneables, speakers, receivers,
tape decks, CD players

*+fPhilips Consumer Electronics
ro. Box 14810
Knoxville, TN 37914-1810

(615) 521-4706

Magnavox, Phileo, Sylvania brands,
audio receivers, tape decks,
turntables, speakers, CD players

+tEpsilon Electronics
634 S. Clarence St.
Los Angeles, CA 90023

(213) 265-2222

(800) 832-4647
Portable radios, cassettes,

recorders, amplifiers

+fSears Contract Sales
D/732G Sears Tower, 12th Floor

Chicago, IL 60684

(312) 875-6926
Audio rack systems, amplifiers,

turntables, speakers, receivers,
tape decks, CD players

tSharp Electronics

Sharp Plaza,
Mahwah, NJ 0'7430-2135

(201) 529-8200
Audio rack systems, amplifiers,

turntables, speakers, receivers,
tape decks, CD players

*+:j:Thomson Consumer
Electronics

P.O. Box 11009

Indianapolis, IN 46201

(317) 267-5839
General Electric, RCA brands,

audio/video systems, stereos

*Sunbelt Sales
P.O. Box 472

Plano, TX 75074

(214) 422-7176
Audio manufacturer's rep for

"Ieknika. Goldstar brands

*+tHitachi Sales Corp.
401 W. Artesia Blvd.

Compton, CA 90220
(213) 537-8383

(800) 262-1502

Complete audio systems,
CD players, recorders

*+tQuasar
1325 Pratt BMf.
Elk Grove Village, IL 60007

(312) 228-6366
Audio systems, tape decks,

turntables, speakers, CD players

*+fToshipa America
82 Totowa Rd.

Wayne, NJ 07470

(201) 628-8000
Receivers, tumtables, tape

decks, equalizers, speakers

*'+tSymphonic Corp.
100 North St.

Teterboro, NJ 07608

(2tH) 288-2606
Audio equipment, telecorders,

CD players, stereos

*R & R Distributing
1101 Gulf Breeze Pkwy. #200
Gulf Breeze, FL 32561

(904) 934-3803
Audio/video distributor, Sharp,

Marantz, Magnavox brands

*tL.B.I.IMonitor Electronics
5601 Creek Rd.
Cincinnati, OR 45242

(800) 543-4433
Audio1video distributors

+fTatung Company
2850 El Presidio St.

Long Beach, CA 90810

(2;I;3) 637-2105
Recorders, stereos

+:j:Welton/Techwood
2109 Luna Rd.
Carrollton, TX 75006

(214) 243-5602
Aadio rack systems, stereo bar

*Shintom West Corp.
20435 S. Western Ave.

Torrance, CA 90501

(213) �28-'Y200
Audio/video manufacturer, radios,

telephones, car stereos*Michie Distributing Co.
1408 N. Broadway
Carrollton, TX 75006-3817

(214) 245-0006
Audio/video distributor, Philco,

Sharp, Emerson brands

*+tRES Electronics
301 S. 13th St.

Tampa, FL 33602

(813) 223-7304
Akai audio systems

*tTeknika Electronics
353 Rt. 46W

Fairfield, NJ 07006

(201) 575-0380
Audio rack systems, amplifiers,

turntables, speakers, receivers,
tape decks, CD players

tYorx Electronics Coep.
405 Minnisink Rd.
Totowa, NJ 07512

(201) 256-0500
Portable, compact stereos, rack

systems. telephones

and we just don't think we should dis­
count the customer any feature they're
supposed to get with the product
because they're a rental customer:'

few that offer fully assembled units that
all come in one carton. No assembly
required.

"Before that time we were a line that
was sold primarily through distribu­
tors. The pricing after passing another
level of distribution kind of made it pro­
hibitive, so we introduced Techwood as

our direct line at that time, and it's been

doing well ever since:'
Techwood has a full line of stereo rack

systems and stereo console systems
with six numbers in the racks ranging
from 20 watts to 100 watts, fully assem­

bled. Each carries a four-year parts war­

ranty for extra customer protection
which has been in place for several

years.
Four console styles meet customer

demand for different styling. "Rental
dealers like them because they're fully
contained:' says Wood. "They don't
even have a separate carton for the
external speakers. The console comes

in one carton and they put it on the floor
and rent it with fewer security prob­
lems, and they don't have the wait

Don't Lose Them

In Michigan, Alan Taylor finds defi­
nite enthusiasm for remote control
stereos. He says, "The majority of our

stereos now are remote controls and we

think that's a big selling point. Cus­
tomers are very interested that they are

remote. It's a good selling feature.
"We feel that losses of remotes are

part of the business. We run our busi­
ness just like a professional retailer
should, and if it's a remote stereo, we

price it the way it should be, and we

replace the remote and send them all
out with remotes. We look at it as a cost
of doing business.

"The way we cure the loss of remotes

(not that we do totally), is try to do the
best we can to get them back. Cus­
tomers don't lose them. It's the account

managers who don't repo the remote.

They get the unit out of the house, and
the remote's not right with it, and it
never ends up back at the store:' says
Taylor.

Remote control is "a selling feature

Something New
New suppliers continue to jump into

audio rentals, creating competition for
the dealers' attention that benefits the
field as a whole.

One such company, Welton Tech­
wood, sees itself as a "relatively small

company which can move quickly to fill
niches as they develop in the market,
providing customer service:' according
to Jim Wood, senior vice-president.

"We've really just in the last year
started to grow in the rental market. We
introduced the Techwood label a little
over a year ago, in June '87. Atthattime
we introduced several models of fully
assembled audio/video units. That's
what got us off the ground in the rental
market and that's proven to be a very
successful category for us. A lot of peo­
ple are in that field but we're one of the

10 October-November 1988/PROGRESSIVE RENTALS



RENT A MASTERPIECE.
Degas would approve.

More than any other master, his use of color,
texture, and composition was unique.
Because of this, Degas' paintings have en­
dured for generations. Today, the Masterpiece
Series of television receivers offers the same

quality of color, clarity, and detail. And each
is warranted for a full thirty months. That
warranty is a testimony to the unique, en­

during quality that hallmarks a masterpiece.
Every television receiver features a revo­

lutionary high-resolution, ultra-high contrast,
black picture tube. A tube with more than
500 lines of horizontal resolution! MTS
stereo sound provides sound
as rich as the picture itself.

A sophisticated remote
control displays on screen
instructions for color, bright­
ness, sounds, etc. And it all

comes in a popular contemporary cabinet
that will add style to any environment. When
you rent a Masterpiece Series 'television
receiver, you're renting the quality your
customers desire with the guarantee of per­
formance you demand. Intensive support that
includes major consumer advertising and
service provided by three giant warehouses
and over 1000 service centers nationwide.
Anyway you look at it, the Masterpiece
Series from Tatung is a stroke of genius.

For details 011 the complete line of
Masterpiece Series television receivers,

please call. Western Region:
Les Wallace - (213) 979-7055.
Mid-Western Region:
Jack Nieman - (402) 292-5344
Eastern Region:
James Chen - (404) 428-9090



involved with assembly.
"There are no hook-up problems: you

don't have to send a technician out to

the home to hook it up. In addition,
there are fewer service problems
because people accidentally pull a cable
loose when they're moving it or some­

thing. It's all wired internally so there
are very few problems with it;' says
Wood.

manufacturers who do not give rental
merchandise any warranty. We've had
that in the past, but I think most of them
do now. Always be sure that there is
some warranty:' Heddins notes that

warranty terms vary widely, with some

as generous as five-year terms.

"We just want to be sure they do have
some warranty. Normally, if products
last a little while, they're going to last
a long time;' says Heddins.

Warranty a Must
Warranties are one factor that Truman

Heddins considers carefully when

selecting a new supplier for his 37
Rental Mart and ColorTyme stores in

Oklahoma, Texas, Louisiana, Arkansas,
and Missouri. Heddins says, "We're

looking for what's hot in the market.

Warranty is a very deciding factor.

They've got to have some warranty.
"If you're not careful there are some

A Blow-Out
Blown speakers are one of the major

problems for which dealers report need­

ing warranty protection. "Speakers get
blown out all the time;' says Lindsey
Semon. "To avoid that, we get damned

good warranties. Technics, for instance,
has a warranty that says they'll just keep
replacing them for five years. Sharp sys­
tems or some other systems are built so

iz

that if a customer starts revving them

up, before they blow the stereo will shut
itself down to keep from blowing.

"Hopefully, the manufacturers will go
more in that direction to have a safety
in there to shut them down. Sharp is

already doing that:'
Haskell Dighton, owner of E-Z Home

Rentals in Lawton, Oklahoma, has
trouble with customers adding extra

speakers at home, cutting the wires and

shorting out the system. "We try to ask
customers not to do that and work with
customers to be sure that they get a sys­
tem that's big enough for them. We'd
rather fit their needs to start with than
have them do it when they get home:'

Custom Tailored
Knowing that dealers need repair

flexibility, Philips Co.s Magnavox, Syl­
vania, and Philco brands are tailored to

rental dealers' needs. According to mar­

keting manager Rocky Caldwell, "We

normally make a couple of changes
when we sell a system for the rental
business to make it a bit more viable for
them.

"If the speaker, for instance, does not

have a removable grill and therefore the

speakers inside are not user-replaceable
by the rental dealer, we make it either
a removable back or a removable grill,
so if the speaker's blown during the

rental, a dealer can install a new one.

"The rental dealer is looking, number

one, for a bullet-proof system. We try
to make sure that, even if it isn't bullet

proof, he can fix it himself. No rental
dealer expects a bullet proof system.
They all know that the kind of cus­

tomers that rent, whether it's short­
term or long-term rental, there's a little
more abuse than standard, and there­
fore you have to protect against that, so

we make provisions for the later repair;'
says Caldwell.

Selling Seasons
None of the dealers contacted in this

informal survey reported growth in

audio, although some thought their
own marketing needed to be revamped
to boost BOR. None were quite as blunt
as North Carolina dealer Lindsey
Semon, however, who said flatly,
'Audio is dead. It's been flat. Even last
Christmas it was not as good as it
should have been. My idle in audio has
been high ever since Christmas. It did
not go last year. I haven't bought the first
stereo system this year:'

Nonetheless, Semon did say that his
sales had begun to pick up within the
first two weeks of September without
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L&M UPHOLSTERY
MJlNUFJICTURERS

FOR

THE RENT-TO-OWN INDUSTRY
WE WANT TO BE YOUR SUPPLIER

IF
YOUR

COMPANY
IS LARGE

ENOUGH TO
BUY IN QUANTI­

TIES-YOU CAN BUY
LIVING ROOM FURNITURE

DIRECT FROM OUR FACTORY
AND SAVE 30% TO 40% ON YOUR

PURCHASES.
We use-The best quality construction on our

_frames, covE!ring ell stress points.
The gauge of our springs is more than enough to support all mejer stress points.
Our foam is the best money -can buy--in all our suites.

Our fabrics are the most attractive on the market and are selected to withstand the abuse
of the RENT-TO-OWN customer.

rotective coverin and blankets to insure as little damage
as possi e in sipping.
We ship in 10 days on re-orders.

No salesmen are involved; therefore, all the extra marketing costs are eliminated.
SHOWROOMS
High Point, Furniture Plaza, Space 523
Atlanta
Dallas

L&M UPHOLSTERY
MANUFACTURERS
General Offic-es

_

P.O. Box 500, Industrial Park
Okolona, MS 38860
(601) 447-3377

TOLL FREE 1-800-544-9670
FAX (601) 447-5412



For people who
make better living possible,

we've made tile best
insurance affordable.

any apparent reason. "Tell me why;' he
said. "I don't know because there are

no specials running for audio:'

Wayne Russo, vice-president of

Speedi Rentals Inc. of Cranston, Rhode

Island, says "The summer months in
the New England area are not a good
time for rental. Business starts picking
up in the fall because of everybody stay­
ing in the house . There's been a drop­
off in the summer in terms of advertis­

ing, and business has slacked off a lit­
tle bit:'

Haskell Dighton observed that a sum­

mer promotion for a $29.90 Quasar PS-7
low wattage stereo was very successful
in his store. "We bought all we could get
and were calling all over the country try­
ing to get more. The special ran in June,
which is a pick-up month for us after
a slow period from January to April. We
had a lot of people coming in for that.

"June is a transition month, but it was

a real good month for us because of that

promotion. We rent more stereos in
summer than we do in winter. TVs are

the other way around, of course;' says
Dighton.

Other promotions run this year by
dealers included:

-a Monitor entertainment center with

Association of

Progressive Rental Organizations
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TV, stereo, and VCR at $19.95 a week,
and a one-cent sale for the first week's
rent on a two-week minimum that

applied to everything in the store­

Speedi Rentals;
-an entertainment center with stereo

and TV at $19.95 a week (VCR extra)­
Americans' Rent To Own;

-$5 for the first week's rent-Magic
Rentals.

Alan Taylor believes that competition
is making exposed pricing a necessity
in advertising. Up until a year or two

ago, he explains, dealers typically
offered no prices in ads. It was stand­
ard practice to "put a come-on like 'First
Week Free' or '99 Cents Delivers' but
never talk about pricing or what the

weekly rates were:' Now that customers

are seeing specific rates in advertising,
they will expect the same approach
from all dealers, says Taylor.

It should be noted that in states where

rental-purchase statutes are on the

books, certain advertising disclosures
are required. (See PROGRESSIVE
RENTALS June/July 1988, page 38.)

More Competition
"Because of all the competition, the

days are gone of the customer being

For a free, no obligation quote, call:

The Insurance Mart, Inc.

800-233-7075 (In Mississippi, 800-338-5513)

happy just to get a rental item;' says Tay­
lor. "Now they are being like higher-end
retail shoppers: they can command and
demand a lot of selection and top
national brand names because the com­

petition carries it. That's what's caused
that.

"If you have five dealers in your mar­

ket and two of them have two or three
brands to select from and they're
national, recognized brands, the cus­

tomer knows that and they won't buy
from you if they think they can get a bet­
ter selection somewhere else:'

Product Incentives
Duane Stephen, Manager of Special

Markets and Rental East for Thomson
Consumer Electronics (General Electric
and RCA), believes that dealers should
be using more incentive products as

closers or to encourage a customer to

rent from one dealer over another.

"Things like answering machines are

very good items that should be consid­
ered. Instead of continuing the price
erosion of the weekly or monthly rate,
why not offer them another incentive
to buy from you, and it will probably
cost you less money over the long run.

continued on page 46
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Underwritten by

TheTravelerSj
You're better off under the Umbrella'"

The Travelers Indemnity Company and its Affiliates

Hartford, Connecticut 06183
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Quasal; Quality
Rent It!

Model: PAV5956
Audio Video System
• Includes 19" remote control color TV (HTT5956W)

• Audio system with 28-key unified remote control, AMIFM stereo
receiver with quartz tuning and 16-station presets, built-in
dual cassette deck with high-speed dubbing, semi-automatic
belt-driven turntable, built-in 5-band graphic equalizer, CD
and video inputs.

• One-piece AV cabinet (HRK1920) with two built-in 6" dual-cone
speakers, easy roll casters, adjustable TV shelf, shelf for
optional VCR, shelf for optional compact disc player.

• Contemporary style cabinet, simulated classic walnut finish,
unassembled.

VV8220 combines a 20" diagonal
monitor with a full-featured VCR
that offers 155 channel autoset
digital quartz tuning, CCD digital
filter, on-screen programming via
a 47-function wireless remote,
and one-month, four-event
programming.

MQ6658 is a 0.9 cu. ft., 700 watt
microwave oven with programmed
heat. Will accommodate a
9"x13" oblong dish.
• Automatic weight defrost
• Recipe memory
• Kitchen timer/stand/digital clock
• 5 power levels
• 2-stage memory

Model: PAS108

• 26-key AIV unified remote control
• 3-way speaker system with 10"

woofer
• Quartz synthesizer AM/FM

stereo tuner with 16-station
random access presets

• 8elt-drive semi-automatic
turntable

• 3-Way speaker
• Audio Rack

Call your nearest Quasar office for further information:

Quasar Metro Quasar Southeast
33-49 Whelan Road 6255-C Boat Rock Blvd.

East Rutherford, NJ 07073 Atlanta, GA 30336
(201) 438-8100 (404) 346-1881

Quasar Chicago
1325 Pratt Blvd.

Elk Grove Village, IL 60007
(312) 228-2895

Quasar Southwest Quasar Los Angeles
4205 Diplomacy Road 1055 W. 8th St.

Ft. Worth, TX 76155 Azusa, CA 91702
(817) 283-8103 (818) 969-8881



services, which is clearly a choice.
The problem is that such a nice­

sounding, money-saving choice as pay­
ing cash may be emotionally painful. In
the meantime, a customer might have
to go to the laundromat or watch TV at

a neighbor's, or make do with an aging
sofa a while longer. I am not suggest­
ing that a rental customer has easy
choices to make. I personally want a big
house on the ocean and a Mercedes­
instead I am having to buy baby clothes.

No one except for the very rich has

easy economic choices to make. But we

all have choices. Every time we spend
money or decide not to spend money
we are making those choices. Renting
TVs and appliances and furniture is one

of the economic choices available in the

marketplace. That is an acceptable
choice to millions of American con­

sumers and responsible legislators
everywhere. It can only become unac­

ceptable if the perception is that some­
how rental customers have no other
choice and are therefore being coerced
into renting.

We, as an industry, must be careful
not to misrepresent ourselves. There
are enough people out there who do
not like our business who are doing that

already.

MESSAGE

I am concerned about something that
I see rental dealers say from time to time
when they are quoted in newspapers.
I must assume that if some dealers are

saying it in the papers then a good
many more must be thinking it. It is the
statement that our rental customers do
business with us because they have
nowhere else to go and we are willing
to do business with them.

I do not think that statement is true;
and the fact that some of us think and

say it casts an unfair and unfavorable
shadow on our business. It gives indus­

try opponents ammunition to use

when they talk to legislators.
.

One of the things that legislators are

supposed to do is to protect the

unprotected. A citizen can be more eas­

ily characterized as needing protection
when he can be shown to have no

choices. The homeless are a good exam­

ple. To the extent there are people with­
out shelter because there is no shelter,
it is appropriate for lawmakers to step
in and create some choices for these

people. We are, of course, talking about
economic choices, rather than the other
kinds of choices=-moral. social, reli­

gous, etc.-that one makes.
The fact is that rental customers

always have other choices to make
besides renting from a certain dealer.
And as an industry, we must be careful
not to let people think otherwise.

The first choice is to go down the
street and find a cheaper rental rate.

Our customers are already doing that,
but opponents like to portray us as a

noncompetitive industry able to exist
because we are the only game in town.

16

Choices

Another choice for a certain percentage
of our customers is to go to a retailer and

qualify for a full-blown credit purchase
for the same or similar merchandise
that they are renting.

The president of the North Carolina
Retail Merchants Association has
insisted for at least the past five years
that everybody can get credit if he or she
will look for it diligently enough. While
that statement may not be entirely
accurate, it is certainly true that a sig­
nificant percentage of our customers

could be doing business with tradi­
tional credit establishments, if they
chose to do so.

What about those customers who

actually do not have sufficient credit to

finance the purchase of a TV? They still
have choices. The obvious choice avail­
able to everyone is to save money, defer

gratification, and pay cash for the mer­

chandise at some point in the future.
That may be the chief choice that every
single rental customer has every time he
or she makes a rental payment.

Consumer advocates are fond of

making a double-sided argument
against the industry that sounds com­

pelling at first blush, but is illogical
when analyzed. Unfortunately, some

rental dealers are helping with the argu­
ment by exaggerating the plight of their
customers. On the one hand, consumer

advocates argue that rental customers

have no choices and therefore are in
need of legislative protection from

being gouged in the one avenue open
to them. With the next breath, they
argue that rental customers should save

their money and pay cash for goods and

PR

EDWARD L. WINN III
APRO General Counsel
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CALL CHRYSLER FIRST WHOLESALE CREDIT FOR INVENTORY FINANCING.
You don't have to listen very hard to realize a big key to

success in the T\I, electronics and appliance business
is volume. And if you're interested in increasing yours,
give us a call. Our team of experienced professionals,
together with our state-of-the-art computer network,
can customize an inventory financing plan to fit your
exact sales and cash flow needs. Once your applica­
tion is approved, you simply place your orders with

qualified manufacturers. They'll ship the goods to you
and send the invoice to us. Want to give your volume
a boost? Call or write: Mr. Larry Brown, SeniorVice
President, Sales and Marketing, Chrysler First Whole-

Wholesale Credit Inc. sale Credit 1105 Hamilton Street Allentown PA 1810lII I I ,.. I
,

WE FINANCE LIFE'S OPPORTUNITIES�M 1-800-843-2180, (In PA) 1-800-654-9325.

��CHRYSLER
� FIRST -

We Finance Life's Opportunities is a service mark of Chrysler First Inc.



Chances are good that the snake was

not of the poisonous variety. Should

you then continue your round or,

instead, seek medical assistance? No
fool would take the chance that the
snake was not poisonous without cer­

tain proof of that fact.
So too will all employers discontinue

the use of polygraph tests. There is the

exception, to be sure. Its use, however,
will always expose the employer to the
hazard of a later finding that the excep­
tion did not apply. This is truly a back­
wards rule. Despite the exception, it is
a rule that plainly prohibits the use of
a polygraph, despite the exception.

If it had been a rule that was intended
to permit the polygraph, it would have
been constructed with the opposite
emphasis. The rule would have recog­
nized the value of the polygraph and
the reliance that has been placed on it

by American business. It would have

recognized that the polygraph is almost

always correct. It would have created
certain exceptions where the polygraph
would not be allowed. Those exceptions
would be defined clearly so an

employer could know for sure that he
was offending the rule.

Again, the statistics cited by Senator
Hatch tell the tale. The rule covers

50,000 cases. The exception covers

950,000 cases. As backward as that

might seem, it is typical of congres­
sional rulemaking.

With the new law now, the employee
has something to argue about ... did
the exception apply? Regardless of what
the answer to the question might be, the

argument is a killer. The attorney's fees
and resources that have to be deployed
to defend against such allegations are

never reimbursed regardless of the out-

LEGAL
y

NoVl the Polygraph-More Rules

By James D. Walker Jr.

We have a funny way of making rules
in this country. We like a fair fight. In
the never ending war between the good
guys and the bad guys, the good guys
have an incredible advantage. If you are

a bad guy, look out. If you're a good guy
and someone mistakes you for a bad

guy, look out. Bad guys and good guys
who look like bad guys have a hard
time.

It bothers us to think about a good
guy being mistaken for a bad guy. It
bothered the founding fathers so much
that they insisted on the Bill of Rights
to guard against this abuse. It is a proud
heritage we share.

In the-process of protecting our good
guys who might be mistaken for bad

guys, we give the bad guys a real advan­

tage. In fact, we get downright carried

away.
When Sen. Orrin Hatch and Sen.

Edward Kennedy introduced the Bill
that has become known as the Poly­
graph Protection Act, which was signed
into law by President Reagan on June
27, 1988, Senator Hatch observed for the

Congress in the Congressional Record,
"Even proponents of polygraph testing
admit that there is probably a five per­
cent rate of error in the analysis of test

results. Consequently, even under the
best of circumstances, some 50,000
workers may have their employment
opportunities terminated, curtailed or

blocked every year due not to their own

work record but due to employer reli­
ance on the results of invalid polygraph
tests:'

One must pause to wonder about the
950,000 other cases where workers may
have lied, cheated, or stolen from the
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In the never ending war

between the good guys
and the bad guys, the

good guys have an

incredible advantage.

employer and been discovered through
employer reliance on the results of valid

polygraph tests. Some people will be
better off under this new law. Most peo­
ple will be much worse off. Senator
Hatch's statistics are most revealing.

The way we like to make rules in the
United States Congress is to make

things illegal and then create excep­
tions. With our new polygraph law,
there is an exception. Employers can

require polygraph tests as a part of

investigations of illegal activities in con­

nection with the business. There must

be a "reasonable suspicion" of an em­

ployee'S wrongdoing. Such employees
must be advised of their rights. Such an

employee cannot be dismissed unless
there is other evidence of wrongdoing.

It would be very hazardous to an

employer to try to use a polygraph test.

If, for some reason, it is determined,
after the fact, that the exception did not

apply, the employer will be considered
to have violated the rule. The question
then is whether any employer will take
that chance.

This is a lot like a golf ball shot in the
woods. You go in looking for the ball
and suddenly, there before you, lies a

golf ball. You reach down to look at the
ball to see if it is yours and suddenly,
a bite.· .. a snake bite. The snake runs

one way, and you run the other way.

)

/
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come of the inquiry. Before the law, it
was considerably more difficult for an

employee to make a case for the

improper use of a polygraph.
Consider one last aspect of this prob­

lem. If an adverse action is taken against
an employee because of a polygraph
examination, that employee has little to
lose by alleging that the polygraph
examination was administered im­

properly and in violation of the law.
There is no penalty in the law for mak­

ing such an accusation unsuccessfully.
In other words, the chances are very
good, if the polygraph is revealing, that
there will be such an accusation. It is
less likely that the employee who is
vindicated by the polygraph will later

complain.
It should be clear from these remarks

that a rental dealer would always be
well advised to seek counsel be­
fore administering any polygraph
examination.

PR

Editor's Note: LEGAL is a regularly fea­
tured column written by James D. Walker
Jr. of Surrett, Walker, Creson & Colley, for
rental dealers with legal questions. Please
address questions for this column to James
D. Walker Jr., Surrett, Walker, Creson &
Colley, Box 1497, Augusta, GA 30903.

HATLEY
BJ OfSTHiHUTJfVG C::OMPANY'

Your Complete' Source
for Furniture

NEW! Re-usable

WINDOW
SIGNS!

As low as $19 ea.

PROGRESSIVE RENTALS/October-November 1988

RENT
-TO-

OWN • Non-rip Plastic Paper
-use over and over

• Won't fade like paper signs
-gives quality store image

• Free sign storage tube
• Money-back Guarantee

SHIPPING & HANDLING:
1-4 signs: $5. Add $1 for each
additional sign. Orders outside
continental US, call for rates.

Mail Orders w/check and complete
street address to: SALE!SIGNS
10 12 Northpath, Wheaton, IL 60187

SALE!SIGNS®
For Visa/MasterCard/Am. Ex or UPS Collect orders call 'Ioll-Free:

Brand names: Broyhill, Ashley, Lehigh, Shelby, fteAstra Lounger, Action Recliners, Styleline, Standard �
Serving Texas, Oklahoma and E. New Mexico for 33 years A·PRO

Assoclale Member

Hatley Dist. Co. • 2701 Ludelle St. • Ft. Worth, TX 76105 • (817) 534-1796
Toll free ordering 800-633-7727 (inside Texas) • Dallas/Ft. Worth Metro 429-7133

1 800 346-8116 (lL: 312-690-9620)
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Order now-limited time offer
1-4 signs 5-7 signs 8+

#R-l Rent to Own $24 ea. $22 ea. $19 ea.

#R-2 Quality Brand Names 24 22 19
#R-3 Immediate Delivery 24 22 19
#R-4 Low Monthly Rates 24 22 19
#R-5 Low Weekly Rates 24 22 19
#R-6 No Credit Checks 24 22 19

(Combine signs for quantity discount)



Pennsylvania:
BIG Government

Vs. small Business

By Edward l. Winn III

The State of Pennsylvania continues
to be a cloud that looms over rent-to­

own. Since the sneak attack by the legis­
lature there last February, dealers have

alternately felt angry, frustrated, and

disappointed with a system seemingly
unresponsive to their point of view and
that of their customers.

The original sponsor of the bill that
outlawed rent-to-own in the state, Rep.
Charles Laughlin, died last spring, but
others were quick to jump into the fray.
The chief anti-industry spokesman for
the moment is Rep. Peter Wombach
from Harrisburg. Many dealers who
attended the Las Vegas convention
heard an excerpt from a taped interview
with Mr. Wombach and Bill Morgen­
stern when Morgenstern related the
course of events in Pennsylvania.

Here is what a state representative
says about the rent-to-own business:

"I am going to call a large pad of your
industry 'loan-sharking,' okay? ... The

biggest problem (the industry has) is (that)
you want to lure -my consumers into your
shop under the guise of being able to even­

tuallyown that product.
20 October-November 1988/PROGRESSIVE RENTALS

JlI am going to call a large
part of your industry

'loan-sharking; okay?"­
Rep. Peter Wombach

"Let me tell you, from (the industry'S
figures) that 82 percent-82 people out of
100-that walk into a rent-to-own store will
never own the product. Only 18 out of the
100 will, okay? I am saying the bottom line
to me is that you are pulling the wool over

82 people's eyes to get them into your opera­
tion, to load them up with as much equip­
ment as they want. Because, let's face it, you
know statistically that 82 out of the 100 peo­
ple will be bringing the merchandise back
or you will be having to pay for large collec­
tion staffs that you just admitted that you
have, and repossession staffs, you know, to

come and reclaim the merchandise.
"So, what are you going to do with it?

You're not going to warehouse it because it's
been used, you're going to put it out on the
market again. You're going to churn it over

and over. That's what the churning process
is all about."

In the interview, Morgenstern calmly

explained the increased costs of doing
business for a rent-to-own dealer which

justifies rental rates higher than finance
rates. He also explained how other
states have dealt with the rent-to-own

issue, but Wombach was not listening.
Such is the debate that continues to

rage in Pennsylvania.

Headline:
Attorney General
LounchesAttack

No sooner did the Pennsylvania law
corne into effect on March 1 than the

_ attorney general's office got in-on the

prosecution of the industry. On March'
2, 1988, Deputy Attorney General and
Chief of the Bureau of Consumer Pro­
tection Doug Yauger sent a letter to aJI
rental companies in the state, which
read in part: _

"It is the position of this office that all­
contracts generally known as 'rent-to-own'
contracts are now covered by G515A. This

places significant disclosure requirements
plus an interest rate limit of 18 percent upon
your business."

The deputy.attorney general's· letter
went on to demand that all companies,



"If the rent-to-own industry dries up, so be it. While it
may sound hard, most customers would be better off to
save money and make a purchase outright. It's for their
own good that we don't want to see them being charged
these ridiculous interest rates:'

-Doug Yauger, deputy attorney general

within nine days, send a copy of all con­

tract forms for the purpose of determin­
ing compliance with the law. Yauger's
letter went on to state that even re­

newals of pre-existing contracts would
be considered transactions covered by
the new law.

Response to the legislation from
dealers in the state was mixed. Origi­
nally; Pennsylvania rental dealers, as a

group, decided to simply delete the
purchase option from their contracts
and offer rent-to-rent programs only.
This was in an effort to bring political
pressure to bear and to create a public
outcry for the rent-to-own program.
Quickly, however, market pressures
forced dealers to consider alternatives.

Some dealers began using rebate pro­
grams. Others began using point sys­
tems. Still others attempted to comply
with the GSISA even though it meant
also complying with the Uniform Com­
mercial Code's Article 9 requirements
concerning repossession and disposal
of repossessed merchandise. Still
others found success with the rent-to­
rent program. A few dealers simply did
nothing in the hope that the legislature
would see the error of its ways and pass
more responsible rent-to-own

legislation.
Most recently, in the absence of any

meaningful activity in the legislature,
the attack on the industry has escalated.
By Pennsylvania law, the attorney
general has subpoena power similar to
that of a court. That means the attorney
general's office can legally require Penn­
sylvania citizens to disclose information
to that office which otherwise could
only be obtained by court action with
all of the protections that system
provides.
PROGRESSIVE RENTALS/October-November 1988

What follows is a list of items from the
attorney general's office demanding
information from rental companies in
the state. Notice that the subpoena does
not demand information about busi­
ness practices, but probes deeply into
the internal financial workings of the
company (items J, I).

(a) Proof of current registration within
the Commonwealth of Pennsylvania;

(b) names and addresses of any and
all owners, partners or individuals who
have pecuniary interest in the
company;

(c) if a corporation, names and busi­
ness addresses of all officers and
directors;

(d) if owned by a parent company, the
name, address, and telephone number
of said parent company;

(e) copies of all contracts, receipts,
payment books, statements, literature,
advertisements, brochures, printed
materials, and lease application forms
of any kind used in business;

(f) copies of 1986 and 1987 IRS and PA
Department of Revenue tax returns;

(g) statement of monthly rent or mort­

gage (if space is shared, other tenants'
names and amount of rent or mortgage
they pay);

(h) names, addresses, length of
employment, and job descriptions of all
employees;

(i) costs incurred for all employee
training, benefits, salaries, wages, and
bonuses since Jan. 1, 1988;

(j) for period from Jan. 1, 1988, to pres­
ent, identify all of the following: office
maintenance costs; insurance costs;
pick-up or delivery costs for pick-up
and delivery of goods; and all adminis­
trative costs not set forth in above para­
graphs, including, but not limited to, all

shipping and handling costs, advertis­
ing, storage, office supplies, and
utilities;

(k) current list of inventory with cor­

responding stock or serial number
together with purchase price and name

and address of the supplier;
(1) current list of all items in inventory

not covered by some form of manufac­
turer's warranty;

(m) current list of the rental prices of
all items in inventory;

(n) copies of all sales tax records since
Jan. 1, 1988;

(0 ) copies of all records of service calls
since Jan. 1, 1988;

(p) copy of all records of issuance of
loaner equipment since Jan. 1, 1988;

(q) copy of all records of defaults and
repossessions since Aug. 1, 1987,
together with corresponding stock or

serial numbers for the items
repossessed;

(r) copies of all agreements where
purchase options have been exercised
since Aug. 1, 1987;

(s) records of all items returned at the
end of the lease term where the pur­
chase option was not exercised since
Aug. 1, 1987;

(t) copies of all lease agreements in
effect that were entered into since
March 1, 1988;

(u) criteria used, factors considered,
and reasons relied upon for disapprov­
ing a lease application.

Pennsylvania dealers who have re­

ceived such subpoenas are faced with
an enormous problem. They are either
put to the considerable time and ex­

pense of attemptingto comply with this
subpoena or else spend considerable
time and expense seeking a protective

continued on page 50
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Tax Planning Tillie
Is Here Again
Here's help for lowering your tax bill

By Edward M. Gardner

With election day approaching, it's
not too soon to begin reviewing your tax

position for the current tax year. There
is a general feeling from Washington
that if Bush is elected taxes will increase

to a top bracket of 30-35 percent; a

Dukakis win could raise that to 35-45

percent.
In either case, taxes most likely will

increase in 1989 over the current rates

applicable in 1988. This year is one of
the lowest tax rates we have had in years
and careful planning is needed to take

advantage of these rates.

Here are some tips that may help you
save on your taxes for the current year.

Review Income and

Expenses
Take a few moments to get a copy of

your 1987 federal income tax return. In
the righthand margin, go down line by
line and estimate your various items of
income and expenses for 1988 so that

you can estimate your taxable income.

Changes have been made through both
the Tax Reform Act of 1986 and the Rev­
enue Act of 1987 that change deductions
allowable for 1988.

Tax brackets for 1988 are detailed in
the box on page 24. Check those num­

bers to see where you stand.
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This year is one of the
lowest tax rates we have
had in years and careful

planning is needed to

take advantage of these
rates.

With the increase in the rates for 1988,
it is important to see if your itemized
deductions are greater than the limits
shown. If you find they will fall short,
you might consider deferring payment
of expenses until 1989 so that they may
be deductible in the future.

Deferred Income­
To Be or Not To Be?

In the past, it was a common year-end
tax planning procedure to defer income
into the next year. It is important to note

that this may not be the best strategy for

many taxpayers in 1988.
We currently are in one of the lowest

tax bracket rates in years. With this

being an election year, there is every
indication that the rates will rise in 1989.
Take a hard look at possibly locking into
the lower rates in 1988. Where possible,
you might want to accelerate income
into 1988. At the same time, you might
want to defer certain expenses into 1989
to get a higher benefit if and when the
rates go up.

IRA Deduction

)The IRA rules remain the same as

they were in 1987. Individuals who are

active participants in a qualified pen­
sion plan will phase out their IRA

deduction, between $25,000 and $35,000
if they are single and between $40,000
and $50,000 if they are married, filing
jointly.

For those who are not active pension
plan participants, a single person can

still deduct up to $2,000; $4,000 if both

spouses work and are not active par­
ticipants (either) in a plan; or $2,250 in
a spousal plan (where one spouse does
not work).

Is the IRA still a good investment even

if there is no deduction? The answer

depends on an individual's particular
situation, but the answer is most likely
"yes:' However, if an individual is in a

company-sponsored salary reduction

plan-401(k)-it is strongly recom­

mended that they take the funds they
would have put into an IRA and place
those in the 401(k) plan, which will
allow them to reduce their taxable
income. It would have the same net tax

benefit as the old rules on IRAs.
For those taxpayers who still contrib­

ute to a nondeductible IRA, the interest
will accrue tax deferred. The interest
earned will not require you to pay tax

on it until you take the funds out of your
IRA. In essence, this has the same ben­
efit as investing in tax-free municipals.

However, keep a record of the IRA

contributions, when made, where,
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• Trade or business: 100 percent.
• Passive: To the extent of net passive

income; 40 percent of net passive
losses.

deductible or nondeductible contribu­
tion. This will assist you with comput­
ing the.taxahility of any withdrawals at
a later date.

A financial tip: Don't wait until April
15 to put in your IRA contribution. If

you were to contribute to an IRA the
first of January each year, over 30 years
at 10 percent interest, you would have

approximately $50,000 extra in an IRA
than by contributing the following year
on April 15.

The government has in
essence created a flat tax

rate to make sure that

everyone pays their fair
share of income tax.

Charitable Contributions
If you elect to lower your income in

1988, then consider giving your 1989

pledges to charity in 1988. Consider giv­
ing appreciated property; you will get
the deduction of the fair value and will
not be taxed on the appreciation. How­
ever, if the amount is sizable, review the
alternative minimum tax as the untaxed
appreciation is a preference item.

If you do volunteer work for charity,
be sure to keep a record of your mile­
age. You are allowed 12 cents a mile as

a deduction.
If you have items to give to charity

(clothing, household furnishings), be
sure to give before the end of the year.
Make a list of the items (i.e., descrip­
tion, original cost, fair market value). It
is also a good idea to take a picture of
the items given.

utilizing the funds you can get reim­
bursed with medical expenses.

Underpayment
Penalties

The Tax Reform Act of 1986 now

requires that you pay in taxes at least 90

percent of your 1988 tax liability. How­
ever, if last year's tax is less, you are

allowed to pay in the amount of tax you
owed last year without any penalty
(provided you pay the balance by April
15, 1989). If, after estimating your tax

bill, you find you owe additional taxes,
either increase your withholding out of
your wages or make estimated tax pay­
ments (Form 1040-ES).

Other Taxes
On local, state, and property taxes, if

you want the deduction for 1988, then
make sure all taxes are paid before year
end. If you have your real estate taxes

paid through your mortgage company,
make sure that those taxes are paid in
December.

Interest Expenses
With the passage of the Tax Reform

Act of 1986 and the Revenue Act of 1987,
there are now five types of interest

expense. Each type has its own specific
rules and a close watch on your mix of
interest expense is now required.

The types of interest and their allow­
ables are as follows:

• Personal: 40 percent.
• Investment: Not to exceed net

investment income plus $4,000.
• Qualified residence: 100 percent.

Employee Business
Expenses

The Tax Reform Act of 1986 (TRA 86)
now limits your deduction of nonreim­
bursed employee business expenses to
the extent those expenses, plus your
miscellaneous expenses, exceed 2 per­
cent of your adjusted gross income. You
should consider asking your employer

23

Medical Expenses
As in past years, you have a floor on

deductible medical expenses in the
amount of 7.5 percent of adjusted gross
income. If you find that your medical
expenses will fall short, hold off paying
them until the beginning of 1989. If your
company has a Cafeteria Plan, consider
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to reimburse more of your business

expenses.

Salary Deferral Plan
Does your company have a 401(k) sal­

ary deferral plan? If so, consider putting
funds into the plan. Most plans match
funds from the employer in addition to

the funds you put away. Your current

contributions lower your taxable

income, which reduces your current tax

liability. The funds and any income
earned on the funds are not taxed until

you take money out at a later date. Cur­

rently, the tax laws allow a contribution

up to $7,313 annually.

Business Equipment
Under TRA 86, you now can elect to

deduct as a business expense up to

$10,000 of the cost of otherwise

depreciable assets used in your trade or

business. If you purchase over $200,000
of eligible assets during the year, the
deduction is reduced dollar for dollar
on purchases in excess of $200,000.

�e]tj:?E:����Bi2��;
Should you want to increase your
deductions for 1988, consider purchas­
ing equipment needed for early 1989 in
1988.

If you want to lower your taxable
income in 1988, consider ways to reduce

your inventory before year end. You

might consider contributing certain

inventory to a charity or year-end close­
out sales.

Tax Brackets for 1988

Married

Joint
Head of
Household

Rate Single Married,
Separate

15% $0-29,750 $0-23,900 $0-17,850 $0-$14,875
28% $29,751-71,900 $23,901-61,650 $17,851-43,150 $14,876-35,950
33% $71,901-149,250 $61,651-123,790 $43,151-89,560 $35,951-113,300

Exemption phase-out
33% $149,251* $123,791* $89,561* $113,301*

After exemption phase-out, 28% rate resumes on all taxable income

remaining.

*The exemption phase-out rules now cause a taxpayer who has earn­

ings above the amounts listed to lose their personal exemption. For

every $10,920 of taxable income over the amounts listed above, you lose

your personal exemption. This is done by having you pay the extra 5%
tax rate on taxable income. The 5% on $10,920 equates to an additional

$546 in tax. If you did not deduct the personal exemption of $1,950 and

you are in the 28% bracket, you lose a tax savings of $546. This addi­
tional 5% is why this calculation is being made. After all personal
exemptions you are eligible for are used, the rate reverts to 28%.

Standard Deduction
The amount has increased for 1988 to:

Note: You are allowed an additional $600 if you are age 65 or older
for married individuals, $750 for single. If you are blind, you are enti­
tled to an additional $600 ($750 single). If you are both age 65 or older
and blind you receive both deductions.

Married Filing Jointly
Head of Household

$5,000
$3,000

Single $3,000
Married Filing Separately$2,500
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If your equipment will need mainte­

nance in early 1989, consider repairing
it before the end of 1988.

Passive Loss Rules
TRA 86 created three major types of

income: passive, active, and portfolio.
Passive income (limited partnerships,
rental activities, activities where you do
not materially participate) may now be
offset only by passive losses. Any
unused losses are carried forward and

applied against income from passive
activities in later years.

In 1988, only 40 percent of the excess

losses will be allowed to be taken as a

deduction against other taxable income.
An exception is made for rental losses.
If your adjusted gross income is less
than $100,000, then you can take a loss

up to $25,000 if you actively participate.
Careful review of the type of investment

you are currently in or considering is

imperative to establish how the poten­
tial deduction will be taken on your tax

return.

Interest Income
With the top brackets in 1988 being 28

percent and 33 percent, you might con­

sider converting your investments to

tax-free municipal bonds. Below is a

chart showing tax-exempt and taxable

yield comparisons.

Tax-Exempt
Yield

Taxable Yield

Equivalent

28% 33%

5.0%
5.5
6.0
6.5
7.0
7.5
8.0
8.5
9.0

6.9%
7.6
8.3
9.0
9.7

10.4
11.1
11.8
12.5

7.5%
8.2
9.0
9.7

10.4
11.2
11.9
12.7
13.4

Alternative Minimum
Tax

The government has in essence

created a flat tax rate to make sure that

everyone pays their fair share of income
tax. This tax is only payable if it exceeds

your regular income tax. TRA 86 raised
the rate to 21 percent.

Be sure to check any items you have
in deductions that may be considered
tax preference items. A close review will
enable you to utilize certain strategies
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that will be useful in minimizing or

avoiding the alternative minimum tax.

401(K) Plan
If your employer has a 401(k) plan and

you are not taking advantage of it,
review the plan and consider making
a contribution. The funds that you put
into the plan will reduce your federal
income tax (you will still pay social secu­

rity on the amount up to the limit).
You will be able to put as high as 15

percent of your income up to a maxi­
mum of $7,313 (less if the plan in your
company so states). At the same time,
your employer will be putting addi­
tional money away for your retirement.
All earnings will be tax deferred and

you will only be taxed upon distribution
of the funds to you.

Moving in 1988
You now have to itemize your deduc­

tions before you can deduct for moving
expenses. Keep track of both your travel
and meal expenses, including premove
expenses. If you sell a home when you
move, you may be able to deduct part
of the commission and closing costs as

a moving expense.

Remember to plan early
and constantly review

how you can lower your
federal income tax bill.

Hire Your Child
You business owners might consider

hiring your child, or children. They can

We

Haoe
FIELD
RECEIPTS

FORM FR-4B

$72.50*
per 1000

r :

• FIELD RECEIPT STORE NO._ Loc&tion _

_, . __ •.• ._

CliSTQMER

�,�__ �:::. 762782

Ideal form for In-The Field Movement of product. Allows for

Pick-ups, Deliveries and Collections with complete documentation

of all transactions. Four Part, Booked (50 sets per book) and available

off-the shelf. Can also be done on a custom basis. Call for pricing.

For More Information or a 40 Page Catalog of Rental

Forms for Rental Dealers Call or Write:

SAF.WRITE 1209 South Ridgewood Avenue

RMS&SYSTEMS Daytona Beach, Florida 32014

TOLL FREE Natl: (800) 292-3676 Fla: (800) 521-3676
* Plus Shipping and Appropriate Sales Tax.
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earn up to $3,000 in 1988 before they pay
any federal income tax. This way, you
will get a deduction for their services as

long as you pay them a reasonable

wage, and they will not have to pay fed­
eral income taxes.

Review Your Child's
Earnings

A child under 14 years of age who is
claimed as a dependent on a parent's
return will lose their personal exemp­
tion of $1,950 in 1988. They will still get
the standard deduction of $3,000.

If the child's earned income is less
than the standard deduction, they will
be limited to $3,000 in 1988 or $500,
whichever is lesser. The first $500 is

untaxed, the next $500 is taxed at the
child's rate. More than $1,000 of
unearned income will cause the child
to be taxed at the parent's rate. Thus,
you will have to prepare your return

before you finish your child's return. If

your child earns more than $1,000 in

income, you might look into switching
the type of investments the child has
into the following: Series EE Savings
Bonds (when they mature, you can roll
them over to Series HH Bonds), growth
stocks, single premium life insurance

products.
If you do not have a social security

number for your child, you will need to

get one. Social security numbers must
be listed on your return for all children
five and older, regardless of whether

they earned an income.

Nondeductible Items
Several items are no longer deducti­

ble. You may not take deductions for the

following:
• Dividend exclusion
• Two-earner deduction
• Nonitemizer charitable deduction
• Sales tax
• Income averaging

A Final Word
Remember to plan early and cons­

tantly review how you can lower your
federal income tax bill. I hope the sug­
gestions given here are helpful, and I
wish you many happy returns.

PR

Edward M. Gardner, CPA and CFp, heads
his own accountingfirm, Gardner & Com­

pany, in Houston. He is a regularcontribu­
tor to PROGRESSIVE RENTALS and an

APRO seminar leader.
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NOW I'VE GOT IT ALL

nOli

Thomson Consumer Electronics, Inc.

A·PR:)·
Associate Member -�



RCAANDGE.• •

One great brand can be a tremendous drawing card for
your rental business. Just think of what two great brands can

.. do for you!
With RCA and GE you'll have the widest range of products

... and price points to be found in the industry. We feature such
"most wanted" products as:

Top Brand TV's, Your customers can choose from an exten­
.. sive line of state-of-the-art products with a complete selec­

tion of screen sizes and features.

Quality Performance VCR's There are over two dozen
..- RCA and GE VCR models ranging from economy to full­

featured products.
Solid State Camcorders We have a vast range of
cameras and camcorders all easy-to-use, yet filled with

� advanced features.

Innovative Audio Products Also available is a wide selec­
tion of GE radios, cassette recorders and personal -entertain-

.., ment products.
And there's more ...

Efficient Service Every RCA and GE consumer electronics
product is backed by a nationwide sales and distribution
network designed especially for you and your business.

For further information on the RCA and GE rental lines, send in
this coupon to:

Thomson Consumer Electronics, Inc.
Rental Division
P. 0. Box 11009
Indianapolis, IN 46201

We will send you our full-line catalogs.

YES I am interested in receiving more information on the
RCA and GE rental lines.

Name

Address

City State
_

ZipCode Phone No.
_



By Edward l. Winn III

Eight years ago, 40 rent-to-own

dealers banded together to form the
Association of Progressive Rental

Organizations (APRO). Since then
APRO has grown to be the national
trade association representing rent-to­

own dealers throughout the country.
Today, APRO offers its 500 plus mem­

bers a variety of programs including a

national trade show and convention, a

trade journal, seminars, insurance pro­
grams, instructional tapes, and a host
of other services. It has actively pursued
federal rent-to-own legislation since
1983.

With all of its activities aimed at

improving the industry, the association
finds itself at a crossroads. As the indus­

try and the association have matured,
new needs have arisen. One of the big­
gest changes seen in the last four years
has been the advent of state rent-to-own

laws. Before Michigan enacted its Rental
Purchase Agreement Act in December
1984, there were no state laws specifi­
cally regulating rent-to-own. Since then
a total of 17 states have enacted such
laws.

APRO has been involved at different
levels in many of those state legislative
efforts. It has helped dealers organize
themselves to work on state legislation.
It has been a resource for information
about the industry for presentation to
state legislatures. However successful
these state legislative efforts have been,
though, the current scene, when
viewed from afar, is a precarious one.

Seventeen states have laws, but the
dealers in those states are not generally
organized to maintain a continuing
voice in the legislative process. Already
30

An important function of
the APRO State

Legislative Program is to

enhance the image of the

industry generally.
in several of those states, dealers are.

faced with the prospect of legislators
rethinking their position on rent-to­

own. Legislatures in at least two states

have attempted to amend existing rent­

to-own statutes with ruinous interest
rate limits. Another six states have rent­

to-own legislation pending that could

go either way. Those states need
focused legislative efforts to insure

satisfactory results.
Moreover, at least five states have

legal environments that demand quick
action to preserve the viability of the
rent-to-own industry in the state. These
states all have either comprehensive
consumer legislation that throws the

legality of rent-to-own transactions into

doubt, or lawsuits pending against
dealers challenging the essence of the
rent-to-own agreement, or full-scale

attorney general investigations into the

industry. Some states have all three.
Then there remain 22 states with no

rent-to-own regulation and a relatively
quiet and stable legal environment.
However, the legal winds in anyone of
those states could change overnight.

Finally, there is rent-to-own legisla­
tion pending at the federal level, which
has made slow but steady progress
since 1983. Consumer advocates in the
House of Representatives, at least one

of whom is a former legal aid attorney,
have protested vehemently against fed­
eral recognition of rent-to-own transac­

tions. Without the continuing efforts by
APRO in Washington, rent-to-own
transactions would surely have been
recharacterized by now.

The national association, when it
reviewed this legal and political patch­
work in 1987 and 1988, was faced with
a choice. It could have continued its
course of providing needed member
services and benefits and let the legal
and political chips fall where they may.
After all, the industry has either been

awfully good or awfully lucky to get 17
state laws passed in three years. On the
other hand, the association could seize
the initiative, organize the overall legal
and political strategy of the industry,
and vastly increase its strength and
voice at all levels.

After serious debate and much soul

searching about levels of commitments,
expertise, and funding, the association
board unanimously voted to move for­
ward aggressively by launching the
APRO State Legislative Program. The

membership formally approved the
decision at the annual convention in

August.
The purpose of the plan is to give the

rent-to-own industry a voice at all levels
of government and to insure that a true

and accurate picture of the business is

presented to the country's lawmakers.
The plan in a nutshell is to organize
rent-to-own dealers in every state and
create a network among the state

groups for increased communication
and political activity at all levels. The

plan breaks down into five parts.

A Look al APRO's New
Siale Legislalive Program
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1.
Organizing the States

The first state association was formed
in Connecticut in 1982. Since then, state
associations were formed in response
to a specific need for legislation. Dealers
either joined together to combat a bad
bill or to support a good one. Most
often, after the legislation was passed,
the state groups lost their purpose and
many ceased to exist altogether.

The first part of the APRO State Legis­
lative Program is to revitalize all inac­
tive state associations and to assist with
their maintenance and administration.
APRO has already scheduled meetings
in 22 states including several where
legislation is pending. In addition,
APRO will help organize annual state

meetings, circulate political, legislative
and litigation news at the state level to
state members, and provide adminis­
trative support to the state groups to

keep them informed and actively
involved in the political affairs of their
state.

APRO is preparing master lists of
dealers by states, with a grid showing
state representatives. The purpose of
this list is to let rent-to-own dealers
know, first of all, who their friends are

in the legislature, and secondly, when
they are up for re-election.

In several states with rent-to-own

laws, the industry made good friends
and bitter enemies during the political
process. It is important that the state

groups maintain close ties with indus­
try friends, and that they stay alert to
the activities of their foes. The APRO
State Legislative Program will provide
this information to the state groups on

a timely basis, so that dealers can par­
ticipate in state politics more effectively.

Once the state groups are up and run­

ning, APRO will develop a program for
state leaders to interact on a regular
basis. The industry has learned the
hard way that what happens in one

state has an impact far beyond that
state's borders. Consumer protection
attorneys in West Virginia and North
Carolina are kept well informed about
developments in Pennsylvania. Our
industry can afford to do no less.
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2.
Creating and
Utilizing a Network

Among the states without rent-to­
own legislation, there are differing
degrees of legal exposure to dealers
depending upon the political environ-
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ment, how the consumer protection
laws are written, and the level of interest
of legal aid attorneys, attorneys general,
and other consumer advocates.

To date, there has been no cohesive
strategy for targeting states with dan­
gerous environments. The approach
has been hit and miss. Most often a bad
bill has exploded into view and dealers
have quickly organized to kill it or

amend it more to their liking. Or a

dealer with political connections has
worked on legislation getting the
assistance of some fellow dealers in the
state.

As part of the plan, APRO has devel­
oped a comprehensive scheme for tar­

geting those states most in need of
rent-to-own legislation. APRO intends
to organize those states, provide a

model bill to be introduced, and lay out
a political strategy for getting such legis­
lation enacted.

APRO cannot pay for the costs of
actually lobbying a bill in each state, but
APRO can and will fund the organiza­
tional effort to get new state groups up
and running with a clear mission.
APRO has committed to doing this and
coordinating those efforts with all other
state groups as the second part of its
state legislative program.

APRO has targeted five new states to

organize for the 1989 legislative session:
West Virginia, Minnesota, Maryland,
Rhode Island, and Washington. Meet­

ings have been scheduled or already
held in each of those states to organize
the dealers and prepare them for the

legislative session.

3.
Establishing Ties with
Related Associations

An important function of the APRO
State Legislative Program is to enhance
the image of the industry generally. Too
often, those in seats of power are called
upon to make decisions about an indus­
try they know little about. The little they
do know often comes from bad press
clippings or stories of bad apples held
out as representative of how the indus­

try does business.
Many crucial decisions made about

this industry have been made out of
ignorance. In order to create a more

positive image for the industry at every
level, APRO is joining various national
state groups whose members can affect
the health of the industry. Four groups
have been specifically identified so far:

A. The National Conference of State

Legislators (NCSL)-a group whose

members are state legislators and lob­
byists. The Conference meets to discuss
hot state political issues, and legislators
at these meetings learn how other states
have dealt with different problems.
APRO is going to be at these meetings
to tell the rent-to-own story.

B. The National Association ofAttorneys
General (NAAG)-an association for the
"peoples' lawyers:' In many states, the
attorney general's office is the primary
enforcement mechanism for the state's
consumer protection laws. In states
where the industry has negotiated suc­

cessfully with the attorney general,
rent-to-own legislation has been passed
much more easily than where the attor­

ney general has opposed such laws.
APRO's mission with this group is to

stay abreast of the current attitudes
toward the industry to learn of problem
areas that might arise, and to help edu­
cate this group about how the business
works.

C. The National Association of Consumer
Agency Administrators (NACAA)-a
group of consumer advocates from
different states who meet to discuss
improving and enacting state consumer

protection laws. APRO intends to meet
with this group and explain away the
myths that surround rent-to-own.

D. Uniform Consumer Credit Code
Administrators (UCCC)-a group whose
members administer the consumer

credit code in 10 states. The industry
already has rent-to-own legislation in
four of the UCCC states: South Caro­
lina, Iowa, Indiana, and Oklahoma.
APRO wants a good working relation­
ship with this group in order to negoti­
ate for successful legislation in the other
six states: Colorado, Maine, Kansas,
Idaho, Utah, and Wyoming .

E. The National and State Press

Associations-groups whose members
are newspapers and reporters. APRO
intends to establish a relationship with
press associations across the country to

help defuse the colorful but misleading
theme of too many articles about the
industry-that rent-to-own is a new

consumer rip-off scheme. Reporters
need to know the whole story and often
do not take the time to check when
"given" a hot lead by some consumer

advocate. An affiliation with press
associations will help insure that the
industry gets a fairer shake in the press.

4.
Federal Legislative
And Lobbying EHori

APRO is committed to continuing its
efforts to amend the Federal Consumer



Credit Protection Act to include the
APRO supported Lease-Purchase

Agreement Act provisions.
APRO will use the communication

network established in the states to sup­
port the legislative effort by contacting
and working with the state dealers and
their representatives in the House and
Senate Banking Committees. APRO is
also committed to monitoring other

legislation in Congress that would affect
the rent-to-own industry, especially
with regard to the Tax Reform Act and
to assist the industry in getting more

favorable tax treatment.

5.
Public Relations and
Political Fundraising

To date the industry has been naive
both in terms of an overall public rela­
tions effort and a sustained program for

making political contributions.
The fact is that once a state gets a rent­

to-own law, a political environment is
created in which the dealers must
remain active or risk adverse action
later. Once a legally sensitive industry
like rent-to-own becomes a player in the

political process, it must continue to

TRAIN for

PROFIT$
J/ With the system

written for rent-to-own

J/ Endorsed by A·pt:D

barnind�pOWeT
can improve your

•

earnmg power

Call or write for details

The Growth Dvnamic." Company

72 Country Place P.O. Box 1500
Springfield, IL 62703 Big Pine Key, FL 33043

217-529-4650 305-872-2643

play the game, and that is exactly what
APRO is committed to doing at all levels
of government.

This part of the plan will include

developing an ongoing public relations
effort on behalf of the industry as a

whole by tapping the talents of experts
in that field. APRO's purpose is to

enhance the image of the industry in
the eyes of customers, lawmakers, and
the public at large. A part of this overall
effort will be to use the state network
to raise funds and support political
candidates who will champion the

industry.

To refuse the commitment
is to keep your business

at risk. To accept is to

protect your investment in

your business and make
it more sound.

The APRO State Legislative Program
is an ambitious undertaking. There may
be no industry in the country with the

organization at different levels that
APRO envisions for rent-to-own. There

may be no industry in the country with
the legal pressure against it and the
desire for public recognition and
esteem like rent-to-own.

The place of the rent-to-own indus­

try in American business is unique. The
debate still rages whether rent-to-own

is a useful, beneficial, and necessary
adjunct to consumer retailers or

whether it is simply a bad and immoral
business that ought to be outlawed

altogether.
The realization of APRO's State Legis­

lative Program will insure that the

industry's point of view and that of its
millions of customers will be told and
listened to.

Such a program is not without risks.
It will cost money to fund such an effort
and not all rental dealers will see fit to

pay their fair share. Some dealers may
actively oppose the effort, fearing the
truth about how they do business.

The program will almost certainly
raise the level of debate about rent-to­

own. Opponents may be forced to

become louder before the force of rea­

son can silence them. Dealers may lose
heart along the way.

But APRO recognizes these risks and
has elected to meet them head-on.

Obviously, the more industry support
behind the effort, the sooner the goals
of the program can be realized.

The association is asking every rental
dealer in the country to make a commit­
ment. It will cost time, money, and
effort. To refuse the commitment is to

keep your business at risk. To accept is
to protect your investment in your busi­
ness and make it more sound. Finally,
to accept is to support and, at last, to

.

prove the value of the new and unique
addition to American industry that you
and your industry are making.

PR

Edward L. Winn III is general counsel of
APRO and a regular contributor to

PROGRESSIVE RENTALS.
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How to buy
the right

rent·to·own
software.

There is a lot of confusion and misinformation about Rent-To-Own software
programs. To assist you in making the right choice, we've put together some

tough questions you should ask before buying. Here are a few of them:

What's it compatible with?
Protect your investment. Make sure

the software program can work on a va­

riety of hardware systems. The Rental
Manager works with any IBM or IBM

compatible system, giving you flexibil­
ity, dependability and economy.
How difficult is the program to
learn?

Some software programs are difficult
to learn and require long hours of in­
struction. This learning process
becomes tedious and expensive. Not
so with The Rental Manager. The Rental

Manager is written in clear, easily
understood rental terminology. You
don't have to be a computer expert to

process a receipt for a customer.
There's no complicated computer lan­

guage to learn, and no difficult pro­
gramming manuals to tackle.

What about support?
A software program without ade­

quate support can create untold head­
aches. When you have a problem, to
whom do you turn? The Rental Man­

ager is backed by a full support team
made up of rental dealers, pro­
grammers and accountants. Each with
years of rental store experience. Our
toll free telephone is available for

eating into profits. The Rental Manager
challenges you to take the 80/800 Chal­
lenge. Process a customer receipt in a

store that has an 80 BOR. Then process
a receipt in a store with 800 BOR. See
for yourself ... Volume won't slow
down The Rental Manager.
As my business and the industry
grows will my system stay up to
date?

It is imperative that your computer
system keeps pace with current ac­

counting, tax, legal and operational
trends that directly effect your busi­
ness. Rental Information Systems is
guided by a formal advisory board of
CPAs, attorneys, rental dealers and pro­
grammers to keep you updated on

these vital issues.

Can I afford it?
Some rent-to-own systems are

expensive because of size. Others are

priced beyond their capability. With
big system features at a small system
price, The Rental Manager offers
multiple store discounts and minimum
maintenance fees.

Try The Rental Manager in your own

business for 30 days. If you are not con­

vinced that it meets your management
needs, we will refund your money.

prompt answers and helpful advice and
we've installed an emergency 24-hour
hot line for those late night disasters.
Will my business growth outper­
form my computer system?

Obviously there are computer pro­
grams that simply can't keep up. As
your BOR increases, your system slows
down, creating delays and ultimately

For additional information about The Rental Manager or to discuss a demo call 1-800-231-7471.

Rental
Inforl11ation
Systel11s, Inc.

4098 SUMMERHILL ROAD· TEXARKANA, TEXAS 75503



MANAGEMENT

RTO I raining
That Hits the Spot

By Kent Sutherland

As a boy growing up on a West Ken­

tucky farm, I did my share of hay haul­

ing, tobacco setting, and corn chop­
ping. It was hot, back-breaking work,
but it made me appreciate the arrival of

my mother or grandmother at noon

with a full course "dinner;' which was

gratefully shared under a big oak tree

on a flatbed wagon. To a young farm

boy, drinking cold iced tea from a quart
fruit jar and eating fresh green beans
and fried chicken with hot cornbread
and fried apple pies, well, it really "hit
the spot" on a hot August day.

Is your employee training hitting the

spot in that same sense? Does it satisfy
and refresh? Does it challenge their best
and equip them to do a better job?

People, Machines, and
Procedures

People are the real key to the success

of any business. People sell and deliver

your merchandise, answer your phones,
collect past due accounts, and operate
your vehicles. Are they being trained to

make sound business decisions?
How do your account managers

know when to pick up a certain cus­

tomer and when it makes good busi­
ness sense to work with them? Your
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Is your employee training
hitting the spot . . . Does

it satisfy and refresh?
Does it challenge their
best and equip them to

do a better job?

procedures will define the parameters,
but people still must make a business
decision about every past due account.

If they do so on the assumption that out

there somewhere is an unending line
of customers just waiting to do business
with you, they will put you out of busi­
ness in very short order.

Your customers expect you to deliver
what they pay for and you must do so

every time without fail. There are no

excuses for poor performance.
But that always comes back to how

people treat other people, and extends
from the owner of the business,
through every employee, to every cus­

tomer. Your business must be managed
by delegation, which requires training
that always hits the spot.

Somehow, the idea has crept into

much of American business that peo­
ple are not important because there is
an inexhaustible supply of warm bod­
ies to do the work. This attitude has
created a monster in many industries
which turns over employees faster than

supply can line them up.
The rent-to-own industry is an excit­

ing business environment, but it chews

up people and spits them out about as

rapidly as the fast food industry. An

RTO career person is a rare individual.

Maybe the nature of our business
demands more than most people are

ready to give in the way of daily com­

mitment over many months and years.
It does indeed require a special kind of

strength and maturity to essentially
start over every week to do the very
same things you did the previous week.

However, the same can be said of thou­

sands of jobs in many other industries.
With the right kind of training, the

right person matures as a result of the

repetition. However, many business
owners are reluctant to invest in train­

ing because they know that a large per­
centage of those new hires will not be
around in a month or two and money
spent to train them is wasted. That's a

huge consideration that we cannot

ignore, but is there a sensible solution?



Recruiting and Hiring
Obviously, we must begin with

recruiting and hiring practices.
Are you hiring someone who can

handle a side-by-side refrigerator, or

someone who can handle an angry cus­

tomer with patient understanding and
preserve the account? Are you looking
for someone who can post payments,
or someone who can sell your merchan­
dise and treat your customers as

friends? Just what do you expect to hap­
pen as a result of hiring a certain
individual for a specific job? How will
you determine this person's skill and
attitude?

Here is where training often becomes
an exercise in futility. We make the mis­
take of hiring a person primarily
because they have previous rent-to-own
or similar experience, without any
realistic determination of their attitude
and skill. My experience has been that
in most such instances, these are the
short-term employees because they are

virtually untrainable.
Take time to assess your recruiting

and hiring procedure, and make sure

that you not compromise on the qual­
ity of people you introduce into your
system.

The primary attribute you want to
look for is attitude. Job skill is easily
learned if the person has a trainable'atti­
tude, but attitude cannot be taught.
Motivation is something a person either
has or doesn't have. If a prospective
employee has the right attitude in any
sense, you can usually groom and
shape it, but if they don't, you are wast­

ing valuable time and money.
Employment interviews should

always be conducted by people who are

trained to know the right questions to
ask, and how to use those questions like
a surgeon uses a scalpel. You must do
some exploring into a person's value
system, self image, work experience,
and career plans.

New employees must be challenged
PROGRESSIVE RENTALS/October-November 1988

from the first day to learn something
new and grow in their attitude as well
as their job skill. Failure to measure atti­
tude growth will generally produce an

employee who has the skill to operate
the machinery, but lacks the wisdom to
know how it all applies to a customer's
needs.

When you have one customer who is
one day past due, you have a customer
with a problem. Every such customer
is a potential pick-up, and we must deal
with these situations with the greatest
of care. We also must recognize that
every time an employee makes contact
with that customer, whether by phone
or in person, we have dramatically
increased the potential for a pick-up.
The one thing that will have the most

impact on that account is the attitude
of the employee and how the customer

perceives it. That attitude can make or

break the account in the space of just
a few seconds.

Negotiating skill is more attitude than
procedure. We trust employees to make
some crucial business decisions daily,
but do precious little to insure that they
are properly equipped.

The right attitude is more important
to the long-term success of your busi­
ness than collecting one past due
account in the wrong attitude. Hiring
only mature people who have no racial,
social, or gender axes to grind is a criti­
cal step in building a successful busi­
ness. A person with the wrong attitude
will cost you dearly in customer and
employee turnover, lawsuits, LRI, and
damaged merchandise.

Create a· Positive
Training Environment

Everyone from the business owner

(who must make a commitment to
invest money in training), through
every level of management (who must
allow time for employee training), to

every front line employee (who must

invest a lot of extra effort and time in

training) is an integral element in the
kind of training that hits the spot.

I am often asked what I believe the
goal of training to be. It's really very sim­

ple. The goal of training is to contrib­
ute to the profits of the company. Its
function is to grind, hone, and polish
every employee to contribute to the
profits through the acquisition and
maintenance of customers. I believe that
requires training every employee to be
a salesman. Unless employees under­
stand their real function, they will
become too expensive to keep on the
payroll.

• Challenge them to be better people
who are growing in their job skills and
maturing in their attitudes.

• Focus on communication skill and
demonstrate how they must use it to
close the sale, collect past due money,
preserve accounts, prevent past dues
and pick-ups, and promote good cus­

tomer relations.
• Direct their attention to the little

things that provide added value to the
customer. Teach them to sell rent-to­
own as a viable, customer oriented
industry. We have a better deal for most

people than they realize.
• Challenge them to think marketing

at all times, and move their attitude
away from so much operational
thinking.

• Teach them your procedures and
policies, but also train them to use these
tools to serve the needs of your
customers.

• Create the attitude that every deliv­
ery must be done right the first time.
Make them realize that poor deliveries
create most past due accounts.
.• Cross train every employee to

understand the job of every other
employee and measure their capability
and attitude at every level.

• Make sure that every employee
fully understands how much is at stake
when they get into one of your vehicles
and start the engine.
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More And More Rental Companies
Are Enjoying Sales & Profit With

•
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PORTABLE HOME ENTERTAINMENT SYSTEMS

580 WATTS PMPO

EP·007

* AM/FM/SW1/SW2 Double Cassette Rec.
* Infrared Burglar Alarm (Epsilon Patent)
* Strobe Light (Epsilon Patent)
* Digital Clock
* 10 Band Equalizer
* Surround Sound
* Echo Sing Along Mic Mixing
* Detachable Speakers
Dimensions: 36"(W)X 121(H)x8"(D)

400 WATTS PM PO
-....-. .�
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::........=---=�-

E:. -:-. �.\ ....

-- -

� � . �

TC·988

Dimensions: 34"(W)X 121(H)x9"(D)

250 WATTS PM PO

TC·555

Di mensions: 30" (W) x 12.5" (H) x 5.5" (D)
Dimensions: 30"(W) x 15"(H)x6.8"(D)

For sales contact:

Ben Elliott & Associates
11205 Alpharetta Hwy Suite J1

Roswell, GA 30076
Tel: 1·800·433·6918

404·475·6580

We offer: Quality, design, exclusive revolutionary features

and then: Surprise you with the price

Epsilon Electronics Inc.
634 S. Clarence St.
Los Angeles, CA 90023
Tel: 213·265·2222

Design Your Training
To Meel Your Needs

I have a little cartoon in my office that
confronts me daily. It simply says,
"Training that brings about no change is as

effective as a parachute that opens on thefirst
bounce." To me it means my training
must hit the spot, and I had better do
the job of perceiving the right needs
and make it challenging enough to pro­
duce the right changes.

Companies that prepare to

meet the needs of the next

decade will find a

veritable gold mine of

employee availability.

The competitive, challenging nature

of the rent-to-own industry is what
American free enterprise is all about.
We compete with each other in order to

do a better job and earn more profits.
We also provide jobs and career oppor­
tunities to many thousands of men and
women. The connection between these

people and a profitable business can­

not be taken lightly.
The right kind of training is an income

producing investment, not a deadend

expense. But training must be more

than putting a BandAid on a cancer.

We are now looking at an immediate
future when our available work force
will be slightly older, better educated,
more ethnic, and probably most signifi­
cant, smaller in number. Companies
that prepare to meet the needs of the
next decade will find a veritable gold
mine of employee availability. Those
who fail to update their ideas and
methods will be hard pressed to sur­

vive, even with expensive computers
and merchandise.

We must begin now to design more

attractive employee compensation
packages, create a more exciting train­

ing environment, and mount a stronger
challenge to qualified men and women

to make a career commitment. If you are

weary with the time and expense of

shifting poorly performing employees
from one company to another, get busy
and create the system to attract and

grow the ones you want.

PR

Kent Sutherland is director of human
resources development at Action TV &

Appliance Rental in Mesquite, Texas.
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COMMITMENT TO THE RENTAL INDUSTRY
McDonnell Douglas Finance Corporation, providing financial services to industries worldwide for
20 years, now offers long term solutions to your financing needs.

EXPERIENCE OF STAFF
With more than 65 years cumulative experience in the lending business and more than 30 years in
rental financing, McDonnell Douglas Finance Corporation is staffed with true Rental Professionals.

INSIGHT
Years of experience, gained in effective customer service through the economic cycles of two
decades, back our ability to structure rental financing programs to meet the needs of today and allow
you to reach your goals for tomorrow.

Call Bruce Mettner or Dick Wall, (913) 661-9234 before you make your next rental finance decision.
McDonnell Douglas Finance Corporation, 10901 Lowell, Overland Park, KS 66210.

/MCDONNELL DOUGLAS

EXPERIENCE

COMMITMENT
INSIGHT

Associate Member



attorney and accountant, and most

important, your broker, you won't have

enough left to even pay the taxes. How
do you like it so far?

Not so good huh? So let's try another

approach.
You sell the shares in your corpora­

tion. Presto! No recapture tax. You have
a capital gain (which is now taxed just
like ordinary income), you pay a per­
centage of tax based on your profit on

the sale every time you collect money
from the buyer. You sell all the assets,
all the liabilities, and have no further
ties to the business.

Good for you. Not so good for the

buyer.
Why? Because the buyer now inherits

your basis in the equipment-$150,000,
remember. He only gets to depreciate
$150,000, not $700,000. Is he happy?
Maybe, depending on what the rest of
the transaction looks like.

If you sell corporate stock, you are

then faced with a question of allocation.
How do you assign value between the
stock you are selling and the covenant

not to compete? There is a guideline that
no more than 30 percent of the selling
price can be attributed to the covenant

FINANCES

Part Two

Selling a Business:

seHing the Terms

Here's haw to do it and make everyone happy

By Daniel B. lewis

Did you read last month's column?
Are you waiting breathlessly for the hot
new idea to make a dollar stretch into
10 due to some magical rule or trick?
Pull up a chair. You'll like this.

When we left you last you were going
to sell your rent-to-own business. The
one that has gross revenue of $1,000,000,
economic benefit to you of $200,000 per
year, and has an agreed-upon value of
$700,000. You are incorporated and
never ever want to see the inside of your
business again. Now you want to struc­

ture the sale. You want $300,000 down,
with the balance to be paid over five

years.

What Is Being Sold?
What are you going to sell? If you sell

only the assets that are owned by your
corporation, you have a simple, easily
understood transaction that the buyer
will love. He will love it because he gets
none of your payables and liabilities, no

potential lawsuits from people who sue

the corporation for something that hap­
pened before he bought it, and best of

all, he gets to depreciate every dime of
his purchase. This is because he estab-
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If you sell only the assets

... you have a simple,
easily understood

transaction that the buyer
will love.

lishes a basis, or cost, in the equipment
of $700,000-the price he paid for the
assets. Regardless of the terms of the

sale, he gets to write off the whole

$700,000.
Now it's your turn. Ifyou do this, you

get to deal with the ugliest word in the

English language: recapture. Recapture
means you get to reorganize every dime
of depreciation taken on equipment, in
the year of sale.

You bought $1,000,000 of equipment,
let's assume. You depreciated it down
to $150,000 of book value, so you took

$850,000 of depreciation. You must reor­

ganize all of the depreciation, up to the
amount of the gain in the year of sale,
even though you're only getting
$300,000 down. After you've paid your

October-November 1988/PROGRESSIVE RENTALS



or the IRS can call the excess disguised
goodwill. Does that matter? Yes.

Tax Considerations
Under the Tax Code of 1986, all pay­

ments to the seller above basis are taxed
the same way regardless of how they are

labeled. Goodwill or covenant income
are taxed the same way to the seller.
They are not taxed the same way to the
buyer.

Payments on the covenant are

deductible to the buyer. Payments on

goodwill are non-deductible to the buyer.
The buyer will therefore take great care

to avoid having any of the payments
characterized as goodwill.

The above described sale has tax con­

sequences to buyer and seller that can

make a big difference in what the par­
ties get to go home with. The $300,000
down may all be allocated to the cor­

porate stock and will be treated under
the installment sale rule. A percentage
of the gain will be taxed according to
how much basis the seller has in the
stock and how much the down pay­
ment is as a percentage of the total price
for the shares.

Let's say the parties agree that the cor­

porate stock has a value of $525,000 and
the covenant not to compete has a value
of $175,000. The covenant is to be paid
over five years, starting in January of
year two, at a rate of $35,000 per year.
Interest is rarely paid on the covenant.
It is viewed similarly to a long-term con­

tract ballplayers get: They don't get paid
interest for the future years they are

contracted for, they get the funds they
negotiated if they keep up their end of
the bargain.

Can we sweeten this up for the seller?
He is going to get $300,000 up front, pay
some tax, and keep the rest. Then he's
going to get $35,000 per year on the cov­

enant and $55,000 per year on the bal­
ance owed on the stock.

The seller's total income will therefore
be $90,000 per year or $450,000 for the
five years. He has a total of $750,000 (the
extra $50,000 is interest on the note), but
all payments stop after five years. What
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happens then? Most sellers don't want
to start over, don't plan to work again,
and don't like paying unnecessary
taxes. So how can we make this more

attractive to the seller?

A BeHer Deal
For those patient souls still reading,

we are about to discuss a new wrinkle
that can double the amount of money
received by the seller without costing
the buyer a dime. This approach is truly
a win-win situation that is wonderfully
effective if it is done properly.

If the seller receives $300,000, he is

going to pay a substantial amount of
income taxes, depending on his basis
in his stock. In fact, the IRS may wind
up getting as much as $80,000 in taxes,
leaving only $220,000 to spend. If there
are state income taxes, the bite is
increased and the net spendable is fur­
ther reduced.

Does the seller really need $300,OOO?
Usually not. In fact, he usually plans to
invest the balance in a safe, stable,
income-producing asset that can grow
and provide an income after the cove­

nant and installment payments stop.
Here is the key question: What if we

let the buyer do the investing for the
seller? What if the seller gets only
$200,000 down and defers receipt of the
$100,000 of additional cash, The money
can, if properly handled, be safe,
secure, and profoundly affect the future
economic well-being of the seller.

Obviously, if the seller gets $200,000
instead of $300,000 he saves on taxes

(about $28,000). He also has the full
$100,000 invested for him. The proceeds
can be drawn upon beginning in the
seventh year when the other payments
have stopped.

Let's take it one step further. Let's
assume that the seller doesn't need
$90,000 of income over the next five
years. The $90,000 will only be about
$65,000 after taxes anyway, so the seller
may be better off deferring receipt of
part of the payments as well. Let's say
the seller defers $25,000 per year of the
current payment and allows the buyer

to invest it for him and begin payments
in year seven on all funds built up.

Without boring you with the details,
what we have done is to create a sale
and a deferred compensation agree­
ment, which has some tricky legal
requirements, is not risk-free, and must
be carefully constructed. But it will pro­
vide the seller with an income of $40,000
for the rest of his life.

A Secure Retirement
I arbitrarily assumed that we have a

55-year-old man who lives to age 80. If
this is true his total receipts will be
$1,385,000, not $750,000. His tax bite will
be spread over a number of years and
he will have accomplished one magical
thing. He will have stretched six years
of payments into 25 and turned the
business that he has built into a secure

retirement.
What does it cost the buyer? Nothing.

Not one dime. The $100,000 that he
doesn't payout to the seller gets
invested for the seller. The payments
that begin in year seven are deductible
to the buyer when paid out. The seller
gets $1,385,000. The buyer pays a pres­
ent value of $750,000, as he would have
had this novel approach not been used.

This new method of structuring
transactions has made it more attractive
than ever for long-term owners of a rent­
to-ownbusiness to consider a sale of the
business because they can now convert
the full value of the equity they've built
into cash and a secure retirement.

This approach can even work if you
have already consummated the sale but
are still getting installment payments.
Proper documentation and structuring
are essential, but you can achieve some

truly amazing results from structuring
the transaction in this fashion.

PR

Daniel B. Lewis is a chartered financial con­

sultant based in California and a recognized
authority on small business valuation,
retirement plans, and executive compensa­
tion. He was a seminar presenter at the
APRO Convention in August.
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COlllbining Retail
And Rent-To-OlMn

Pitfalls for the unwary

By Edward L. Winn III

Much has been made recently of the
advent of retailers into the world of rent­

to-own. Rental dealers feel threatened,
but such a threat is hardly new. It was,
after all, from TV retail that the rent-to­

own business evolved originally in the
1960s.

Since then retailers have always eyed
and will continue to eye the perform­
ance of the rent-to-own industry. When
that performance exceeds retail, it will

inevitably attract some interest. Rent-to­

own, of course, is only a fraction of retail
in overall size and there are probably
inherent limits on the size of the rent­

to-own trade regardless of the number
of entrants. RTO has historically yielded
greater earnings relative to its size and
will likely continue to do so.

The conflict between retailers and
rental dealers is evident and well
founded. "Pure" rent-to-own dealers
feel they have developed a specialty and
are loath to share the secrets of the
trade. Some retailers look at rent-to­

own customers as lost business and feel

they need to expand their business

practices to include them.
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Rewards Come
With Risks

If the rewards of the rent-to-own

industry can be greater, as measured by
companies' profits, so also are the risks
both in terms of legal exposure and pub­
lie- criticism. Retailers with an eye on

rent-to-own need to be aware of these
risks and take them, if they will, with
their eyes wide open.

Despite the industry's best effort,
there remains attached to rent-to-own

in many markets the tinge of being "low
rent:' It is undeniable that among the

many kinds of customers who want to

rent consumer goods, many low
income consumers are attracted to the

program. Although largely a thing of
the past, overreaching collection prac­
tices have gotten a lot of attention and
contributed to the industry's
reputation.

One retailer has gone so far as to

advertise his rent-to-own franchise pro­
gram by claiming, "We cleaned up a

dirty business:' There is, of course, no

requirement that rent-to-own be run

less responsibly than any other con­

sumer business.
Hundreds of companies have been

running their businesses professionally
for years. The stigma, however, re­

mains, and is not likely to go away
quickly. Retailers need to evaluate first
whether the stigma exists in their mar­

kets and if so, to what degree, and
second, what impact the rent-to-own

reputation may have on their retail cus­

tomers if they bring it into their stores.

If anything, the legal risks are greater
for retailers doing rent-to-own business
out of a retail location than for pure rent­

to-own operations. This is because of
the way rent-to-own opponents view
the industry.

The generalized opposition to anyone
in the business has been chronicled

previously and frequently. One need

only stay abreast of the political turmoil
in Pennsylvania to learn what hard-core
consumer advocates think of the indus­

try and to conclude that many of them
do not want rent-to-own transactions to

be legal. Their feeling is that the very
nature of the transaction operates as a

"cruel hoax" on consumers by luring
them into the store with the hope of

ownership and then fiendishly dashing
those hopes. The argument has risen to

a moral level and, like the perception of
other "sin;' cannot be argued away with
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logic. Such an attitude belittles the intel­
ligence of rental customers but persists
often at hysterical levels in Pennsylva­
nia and a few other hot spots around the
country.

Retail and Rental
Combination-
A Really Risky Duo

When retailers open their doors to
both retail and rental customers, how­
ever, they run the risk of giving addi­
tional arguments to those opponents.
Against a combination operation, they
can argue that the merchant, by his
business practices- here, mixing retail
and rental-has caused confusion in
the mind of the consumer to such an

extent that the consumer signs a docu­
ment detailing one kind of transaction
while having been led to believe the
transaction is of an entirely different
nature.

This is not an idle academic argu­
ment. It was pursued vigorously
against the Hawkes in the Maine courts
over a three-year period in the early
eighties and again in the Puckett case in
Tennessee more recently (see Hawkes
Television Inc. v. Maine Bureau of Con­
sumer Credit Protection, 462 A.2d 1167
[1983]; In re: Puckett, 60 B.R.223 [Bkrtcy.
M.D.Tenn. 1986L aff'd 838 F.2d471 [6th
Cir. 1988]). A review of some of the find­
ings in those cases will be instructive to
retailers already doing rent-to-own or

contemplating it.

The Hawkes of Maine
In Hawkes, the Superintendent of the

Maine Bureau of Consumer Protection
filed a complaint . alleging that the
Hawkes's rent-to-own transaction was

a disguised credit sale under state law.
After a public hearing at which several
of the Hawkes's customers testified, the

Superintendent concluded that the
rent-to-own transactions in question
were indeed credit sales and in viola­
tion of assorted disclosure and usury
statutes.

Ofparticular importance were several
fact findings of the Superintendent. In
the first instance, TVs were offered both
for sale and for rent on the showroom
floor. The TVs for sale had cash prices
while the rental units did not.

Hawkes argued that_ the TVs were

different, both aesthetically and
mechanically. The Superintendent dis­
agreed ruling/ "I find the differences
between the cash sale models and
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rental models to be insubstantial for the

purpose of comparing price:'
The Superintendent found that the

Hawkes's advertising program told cus­

tomers that the rental program was a

method of owning a TV without under­
going a credit check, and further that
it minimized the differences to the con­

sumer between renting and selling. The
Superintendent found that most cus­

tomers attracted to the store by the

advertising intended to rent-to-own
and there was even testimony from one

of the Hawkes's employees that two­
thirds of their customers did indeed
rent-to-own.

If retailers are to engage
in rent-to-own, they need
a full comprehension of

the business they are

getting into and they need
to understand that the

rental business is
different in myriad ways

from the business

they are in.

Such testimony led the Superinten­
dent to conclude that "the legal attrib­
utes of ownership, if different, do not
affect the customer's reasonable expec­
tations or understanding of the purpose
of the transaction:'

Hawkes argued that he had more'

control over the rental transaction than
he did his credit sales. Again, the

Superintendent found that: "This
degree of control did not affect the moti­
vation or intent of most customers
when they entered into the bargain:'

The Superintendent went on to make
numerous other convenient compari­
sons between a sales transaction and
rental transaction in the Hawkes's store.
For example, the Hawkes's $25 process­
ing fee on the rental agreement was

equated with the $25 minimum finance
charge in the credit code. "Both fees
serve the same purpose of assuring the
creditor lessor of some minimum
income to compensate for administra­
tive costs if, in the case of a credit sale,
there is early prepayment or, in the case

of a lease, the consumer cancels at any
early date:'

Also, Hawkes gave his rental cus­

tomers a 30-day reinstatement period.
Unfortunately, the Superintendent

found that period to be similar to the
Credit Code's grace period for defaults
in a credit sale.

All of the similarities led the Superin­
tendent to conclude that the Hawkes
rental agreements were disguised credit
sales and that Hawkes was charging
interest in excess of 70 percent.

To be sure, Hawkes appealed the

Superintendent's decision and after
three years of litigation was ultimately
successful when the Maine Supreme
Court reversed the Superintendent and
lower court and held that as a matter of
law, the Hawkes's rent-to-own transac­
tions were not credit sales under state
law. TheHawkes were vindicated, but
not before they were bled dry by the
judicial process.

One of the messages in this case is
that the Superintendent and all those
opposing the rental transactions were

able to make much of the Hawkes's
"retailer ways:'

The fact is that Hawkes was a retailer
first. He acquired his habits of dealing
with customers by selling. It was only
natural that his retail frame of reference
carryover into the rental side of the
business. Those retailing instincts were

not helpful when Hawkes was trying to

persuade the Superintendent that he
was really in the rental business.

PuckeH of Tennessee
Even more telling is the Puckett case

from Tennessee. In that case, the defen­
dant, Consumer Lease Network (CLN),
set up an arrangement with retailers in

the southeast in which CLN provided
lease agreements for customers and
financing for retailers. Retailers who
signed up for the program provided
rental customers with products which
CLN purported to purchase from the
retailer and lease to the customer.

Consumer Lease Network had no

storefront and operated out of the retail
stores using store employees as its

agents. The relationship between the
retailer and CLN was a complicated one

and less important than how the cus­

tomers were treated in the stores, and
how the courts, including the United
States Sixth Circuit Court of Appeals,
viewed the CLN transactions.

The several suits that were consoli­
dated into the Puckett case because of
their similarities arose when several of
CLN's rental customers filed bank-'
ruptcy and CLN attempted to recover

the merchandise. The issue, as is often
the case in bankruptcy, was whether
the transaction was a true lease, in



which case CLN could have recovered
its rental property, or whether the trans­

action created a security interest, in

which case the property became part of
the bankrupt estate, and the lessor
became an unsecured creditor.

The bankruptcy judge listened to at

least five customers who explained how

they ended up in the rental program.
Typical of the testimony was that of Mr.
Harlan. According to the court's sum­

mary of the testimony:
Milton R. Harlan contracted with CLN

on June 13, 1985. The transaction was

arranged by Catalina Waterbed ("Cata­
lina"), Harlan was attracted to Catalina by

Rent-to-own is not, in the
minds of rental dealers, a

mechanism for selling
merchandise and doing
in-house financing for
customers who do not

otherwise qualify for credit.

a radio advertisement offering "free" satin

sheets, two king-size pillow cases, a mattress

pad and a comforter with the purchase ofa

THE IVENS CORPORATION
Executive Offices

1666 Kennedy Causeway, Suite 506
Miami Beach, Florida 33141

(305) 868-1261
Wats: 800-327-4919

Fla. Wats: 800-432-3380
Telex: 808183

The Jewelry Experts for the Rent-To-Own Industry Present:

14 Kt. Gold and Diamond Jewelry

• Watches • Chains -Earrings

• Bracelets • Pendants• Rings

I. Buy direct from the source

2. Ivens is a leader in manufacturing jewelry

3. The right way to be competitive in the jewelry market.
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waterbed. Harlan selected a waterbed and
told the Catalina salesperson that he would

buy the bed ifhe could obtain credit. He filled
out a credit application. The next day
Harlan called the store and was told that his
credit application had been rejected but that
he should 'Just come on in anyway and there
was a way he could fix it where I could pur­
chase this bed." Testimony of Milton R.
Harlan Sept. 27, 1985, Transcript at 8.

Harlan returned to the store, signed a

CLNagreement and gave Catalina the down

payment. Harlan testified that he did not

read the contract before he signed it, he had
never dealt with a lease company before, and
he was led to believe that he was buying the
bed by the amount of the down payment and
the monthly payments and the fact that he

subsequently received a payment book. Id.
at 9, 17.

The record indicates that all of the
customers "testified credibly and with­
out established contradiction. ..:'
After listening to the customers, the

judge concluded:

A pattern thus emerges of the typical rent­

to-own transaction. A retail customer

chooses an item to purchase and attempts
to arrange credit through the retailers. The
credit application is rejected, but the retailer

suggests an alternative method ofobtaining
the goods. The retailer computes and com­

pletes a (rent-to-own) contract and the cus­

tomer signs it.
Using this general set of facts, the

court looked to legal scholars for a state­

ment of the law distinguishing credit
sales from the leases. Citing the White
& Summers treatise on the Uniform
Commercial Code, the court identified
eleven factors relevant to the sale/lease
distinction:

1. The lessor's status as a financier;
2. Whether the lessee is required to

insure the transaction in favor of the les­
sor for a value equal to the total rental

payments;
3. Whether the contract shifts the risk

of loss to the lessee;
4. Whether the lessee is required to

pay for taxes, repairs, and maintenance
on the property during the lease term;

5. The existence of default provisions
governing acceleration and resale;

6. Whether the contract requires a

substantial, nonrefundable deposit.
7. Whether the called-for rental pay­

ments are equivalent to the cost of

goods plus interest;
9. Whether the lessor lacks facilities

to store or retake the goods;
10. Whether the lease is to be dis­

counted with a bank;
11. Whether warranties normally

found in a lease are excluded.
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It's a major hike. Because in addition to our line of
tabletop TVs, we're now offering rentals in three of the
market's fastest growing categories: consoles, micro­
waves and VCRs.

They've got all kinds of high-end features including
something not many rentals can offer. One of the

lowest repair rates in the electronics industry.
So call one of our rental sales offices below for more

information. Once Toshiba .

rentals occupy more space
In Touch WIth Tomorrow

�n your store, you'll be sign- TOSH I BA
Ing a lot of new leases. Toshiba America, Inc, 82 Totowa Road, Wayne, NJ 07470

A·PR:)· NE (201) 628-8000, MW (312) 541-9400, W (213) 770-3300, SE (404) 263-0369, SW (214) 484-5808.
Associate Member



The authors then state that "this list
is not exhaustive. Nor is anyone factor
conclusive standing alone. Each trans­

action must be viewed on its facts bear­

ing in mind the Code's abhorrence of
secret liens:' (J. White and R. Summers,
Handbook of the Law Under the Uniform
Commercial Code, section 22-3 at 882-83

[2d ed. 1980].) The court then examined
the CLN rental transactions in light of
each of these factors. To. be sure, the
CLN

.

transactions differed in many
respects from traditional rent-to-own.

To begin with, there was inserted into.
the equation the appearance, at least,
of a third-party financing arm. CLN

required a nonrefundable selling
deposit equal roughly to two monthly
payments; CLN required customers to

insure the property; CLN gave mainte­
nance responsibilities to the customers;
CLN gave customers a coupon payment
book-none of which requirements
appear in traditional rent-to-own

transactions.
Yet all of those requirements are typi­

cal of many retail transactions. Retailers
will collect substantial down payments
when they can get them. Retailers are

used to coupon books. Retailers are

used to selling or at least requiring
insurance on the property until it has
been paid for in full.

There is no one factor in the Puckett
decision that can be viewed as deter­
minative. One of the problems noted by
the court was that store employees
could not explain the rental program to

customers. The result: "CLN must'
accept the consequence that its docu­
ments and its agents have consistently
(mis)led the public to believe that the
CLN contract is just another form of

financing:'
There is no doubt that the CLN

owners understood/the rental program.
They crafted it and argued persuasively
that the no-obligation feature ,bf the
contract-the legal foundation of rent- .

to-own transactions=-should control ..
CLN's problem and ultimately the

company's demise resulted from the.
fact that retail employees.were charged
with explaining a program thatthey did
not understand. They were' trying to .

make sales and customers were led to
believe that they were buying the mer­

chandise. This was so to such an extent

that the court stated, "It is beyond per­
adventure that these debtors intended
to buy consumer goods and believed
that their contracts with CLN were sales
with financing" (PuckeU at 235).
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Rental and Retail
Combination Requires
Quick.Change Skills

The risk to retailers is that they can­

not successfully change hats from retail
to rental in the store.

Retail salespeople are trained, after
all, to sell. Rent-to-own transactions are

and must be, first and foremost, rental
transactions with all that such a notion

implies. No one, after all, thinks that he
is buying a car at an airport rental
counter. It is certain that any misunder­

standing concerning the true nature of
the transactions will be construed

against the retailer, and those misun­

derstandings can have disastrous con­

sequences for the company.

The risk to retailers is that

they cannot successfully
change hats from retail to

rental in the store.

Retailers also need to be aware, lest

they conclude from Puckett that the
absence of a third-party financing
mechanism, such as existed in that case,
will insulate them from exposure. In
Puckett the judge also considered
several contracts between the retailers
involved and the rent-to-own cus­

tomers .. At least one of the retailer
defendants had used CLN contracts

and scratched out CLN's name, either
with or without CLN's permission.

On those facts, the court ruled the
same way: "Though it is a closer ques­
tion, I find these.separated agreements
were also intended for security" (Puck­
ett at 241). Again', looking at all the fac­
tors, the judge noted, "I believe (the
retailer) intended to sell the goods to

(the customers) and saw the rent-to­

own contract: as a painless and

immensely profitable way to arrange its
own financing," .

.

And therein lies the danger.
Pure rentaldealers know the business

, they are.in: Theyknow they are going
to rent TVs, appliances, and furniture
by the' week or by the month. They.
know that on average they will pick up,
four out of every five pieces of merchan­
dise they rent. They are going to have
to clean them up and rent them out

again. They are going to have to remind
a certain percentage of their customers

that they need to make a payment or

return the merchandise. They are going

to have to remind some customers more

than once. They are going to lose a cer­

tain percentage of TVs due to theft and

accept that proposition, however reluc­

tantly, as a part of the cost of doing busi­
ness. They are going to be willing to

deliver a brand new $400 TV set, fresh
out of the box, to a customer's house in

exchange for one weekly rental pay­
ment' of $20, because that is how the
business works.

None of these things is within the

purview of a retail mind-set. They are

contrary to certain retail notions about

getting the inoney up front. They are,

however, how the rental business
works.

Rent-to-own is not, in the minds of
rental dealers, a mechanism for selling
merchandise and doing in-house

financing for customers who do not

otherwise qualify for credit. Rather, it
is the rental business, and some cus­

tomers will rent long enough to obtain

ownership.
The Puckett case stands for the propo­

sition that a retailer who uses rent-to­

own transactions as a sales tool is a

credit seller and is bound by the rules

concerning credit sales. Penalties for

violating those rules are stiff. CLN is out

of business.
If retailers are to engage in rent-to­

own, they need a full comprehension
of the business they are getting into and

they need to understand that the rental
business is different in myriad ways
from the business they are in. The

industry as a whole suffers when

judges get cases like Puckett. It allows
them to attempt to implement their
view of social justice by muddying the

legal waters of rent-to-own.

There are certainly retailers in the

marketplace with successful rent-to­

own programs in their stores. They have
taken the time to study the business
and understand how it works. They
appreciate the risks involved and have
taken .steps to minimize them. They
know that also in the marketplace are

cons'-;lmer advocates lying in wait for
cases . like Puckett. They have studied

these cases and, to the extent possible,
. have made sure that those kinds of facts
do.not arise in their stores. The continu­

i,ng danger to the industry is that new
.

'

entrants into the business will not be as

careful. Retailers beware!
PR

Edward L. Winn III is APRO general coun­

sel anda regular coninbutor toPROGRES­
SIVE RENTALS ..
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MAGNAVOX PHILCO
A choice of these nationally advertised
brands, Sylvania, Magnavox, Philco,
from a worldwide leader in consumer

electronics: Philips.
In addition to quality portable and

console televisions, you get state-of-the­
art camcorders, VCRs, projection TVs
and audio products.
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service network to stand behind our

products.
So choose the company that gives
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you, call Ken Gay at 615-521-4711.
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AUDIO
continued from page 14

''An incentive could be almost any
item in stock. If a CD player is what that

particular customer would most like to

have, you could use a CD player. You
know up front what your cost on that
unit is, and you also know how your
rental formulas work, so you can offer
a retail value that is an added value"

says Stephen.
'

"If you offered a $150 retail item it
wouldn't cost you $150, but the con­

sumer sees the added value at $150, not

what your cost is, so you actually give
away less when you take that approach
than you do when you just drop the

price that you would normally offer
him.

''An answer phone is high on the list
of what everybody would like to have

right now, but it's not at the top of every­
body's list in terms of 'will I buy that
next?' That's a perfect item to use in this

case, because the customer thinks, "I

get this great value on a stereo at a good
reasonable rate, and an answer phone
too?'

"It's another form of merchandising
that's been around in the normal retail
channels for a number of years and I see

that it's coming into the rental business
too. I think that's healthy and good;'
says Stephen.

Get the Cannons

Taylor echoes Stephen's comments,

saying that it is time for rental dealers
to adopt a number of strategies from
retail giants. "You'll find that for the
dealers who are going to survive, which
we fully intend to be one of them, all
the guns have to come out;' says Taylor.

RTO dealers should expect to engage
in "complete guerilla warfare as to how

you're going to merchandise and mar­

ket the business, just like Sears or any­
body. The same kind of scientific

approaches:'
During the next year, Taylor expects

to open four to six new stores, expand­
ing into Ohio and Indiana. Part of this

growth will involve a marketing coor­

dinator working in the corporate office.

Taylor says he and other dealers will
need to do "a lot more work to publi­
cize what we have to offer to the pub­
lic, more than just putting television
and print spots out there. There's just
not that much of a share to get anymore;
it's no different than Sears and K-Mart
and Target and Ward's:'

Spending Too Much
Profit On Products!

"Buying for 4 7 stores, I thought I was buying at good prices
before I joined TRI B. The manufacturers have great respect for

the TRI B group ... The suppliers have told me that we're

getting the best deal because TRI B itself has no profit motive."

Charles Koenig
President

Seajay Investments

STOP

For more information contact:

John Blair
TRIB Group
3783 Presidential Parkway, N E
Suite 1 13
Atlanta, Georgia 30340

(404) 451-4302
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Looking Ahead
Sid Pickup envisions a rosy future for

audio rent-to-own. "I think there will
be a shift away from rack systems as a

whole, and perhaps utilizing more sin­

gle components and all-in-onc

components-an all-in-one component
which may house a CD player, radio,
and an amplifier in one piece. There are

a few of those available now, but I think

they will become more commonplace
in the future.

"Consumers are becoming more

sophisticated themselves, and they will
be looking for more features and value
in audio and video components in the
next few years. Also, I think it's going
to become the marriage that everyone
has been forecasting of audio and
video. They're going to become closer
than ever with people actually making
room for audio/video entertainment
centers within their home.

''As far as that would pertain to rent­

to-own, more and more rent-to-own

dealers will find themselves renting
entertainment packages, maybe even

up to big screen television, if the pric­
ing can come down.

"The things that they forecasted, like
the giant wall flat screen televisions, are

several years away, but when they're
finally developed and perfected, we

may find that type of thing is very prac­
tical, and a rent-to-own dealer could

actually rent a complete entertainment

package.
"These are things that we've heard

about, and in some cases, manufac­
turers are demonstrating them now, or

prototypes of them, and maybe in the
next five to 10 years they'll be more com­

monplace;' says Pickup.
Rocky Caldwell predicts that CD

changers that hold up to six discs in
a cartridge will be a big item for ren­

tal dealers beginning next year. Sid

Pickup believes that more and more

digital features will be introduced,
recordable compact discs will be avail­
able within five years, and that there
will be a shift away from rack systems
to more single components and all-in­
one components.

"I think we've only just begun;' says
Pickup. "By the year 2000 you're just
going to be amazed at the things that
are going to be available:'

PR

Susan K. Elliott is a Texas-based writer and
a regular contributor to PROGRESSIVE
RENTALS.
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Exciting New Products
For The Rental Industry
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FULLY·ASSEMBLED
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PRICE FROM ...

AWEEK

Fax orders
to:

(214) 243-5958

WELTON/TECHWOOD MOST TECHWOOD PRODUCTS
2109 LUNA ROAD

CARROLTON, TX 75006 4·YEAR WARRANTY

TO PLACE ORDER CALL
1-800-759-1559

FOR MORE INFORMATION CALL
JIM WOOD 1-800-444-1559



APRO SPECIAL REPORT

Board Happenings:
New Member Services Planned,
Events Opened to Non-Members

By Edward l. Winn III

Since they were elected at the annual
convention in August, members of the
new APRO board and executive com­

mittee, under the leadership of Chair­
man Dick Grauel, have already met a

total of five times.
The first meetings were held in Las

Vegas before the group left town. Of pri­
mary concern was the implementation
and funding of the new APRO Legisla­
tive Network. In addition to discussing
the details of that major new program,
there were, of course, the routine mat­

ters of running the association.
The board also voted to take a close

look at all the APRO programs with an

eye toward increasing member services

generally and being more responsive to

the needs of rental dealers. Grauel

explained that his plan for the group is

going to require a lotofwork on the part
of board members and a lot of time away
from the office in meetings to consider
how to improve the association. All of
the board members, both new and old,
readily agreed to undertake such a task.

Accordingly, the executive committee

and board reassembled at the end of

August for a three-day meeting in
Atlanta. That site was selected by
Grauel since he wanted the board to see

and hear a presentation by the Furni­
ture Mart in Atlanta. In fact, the mart

sponsored meeting rooms and a break­
fast for the board as part of the meet­

ings there.

During those three days of meetings,
the APRO leadership developed a new

mission statement for the associa-

48

APRO Executive CommiHee Members

tion. That mission statement reads as

follows:

MISSION STATEMENT

AFRO is committed to being a national rent­

to-own trade association by being responsive
to its members by providing responsible and

effective leadership, and by promoting
professionalism in the industry in a finan­
cially sound manner.

Once the board had adopted the new

mission statement the group immedi­

ately set about listing specific objectives
under different aspects of the mission

President
R.L. "Dick" Grauel
Grauel Entesprises
P.O. Box 6249

Lafayette, IN 47903
317-477-6000
First Vice President
David Egan
Rent-A-Center of America Inc.
P. O. Box 781745
Wichita, KS 67278-1745
316-636-7368

Secretary
Terry Washburn
Remco Enterprises
P.O. Box 720259
Houston, TX 77272
713-530-4900

statement and purposes to launch the
association in the direction of being a

more effective and responsive trade
association for its members.

The board generally set forth the fol­

lowing categories for developing action
plans and goals for the association:

nominations; finance; membership;
publications; government· relations;
government relations finance; semi­

nars; member services; insurance;
board participation, organization and

by-laws; conventions; internalorgani­
zation and staff training; new member

services; public relations; and strategic

Past President
Mac Hennigan
Hennigan Enterprises
1105 C Bedford Road
Bedford, TX 76021
817-282-8148
Second Vice President
Wayne Chambers
CWD Enterprise Two Ltd.
10849 Kingburst #130
Houston, TX 77099
713-568-3355
Treasurer
Ted Wilson
Alrenco Inc.
P.O. Box 85
New Albany, IN 47150
812-949-3370

October-November 1988!PROGRESSIVE RENTALS



planning. Board members were as­

signed each of these topics and asked
to develop an action plan for the next
12 months.

Of particular importance to the board
was its concern over enhancing the
industry's public image. The group dis­
cussed the good things the association
had done over the years, as well as its

shortcomings. One member noted that
the Furniture Rental Association of
America had for years hired a public
relations firm to assist with the public
image generally of renting furniture.
The APRO board considered the pos­
sibility of hiring public relations exper­
tise to enhance the image of the
rent-to-own industry. Everyone agreed
that outside of different companies'
own promotional materials, anything
written about the industry by outsiders
was likely to be negative. Such negative
press could only inhibit the growth of
the industry.

The board heard a presentation from
Sam Choate, Laura Nehf, Ed Winn, and
Dave Egan concerning implementation
of the APRO Legislative Network.
Wayne Chambers acknowledged his
formidable task as chairman of the
government relations finance commit­
tee to raise the needed $500,000 to fund
the program fully. Board members
agreed to assist with that effort at their
own expense by attending different
state meetings, even when it meant

traveling where they had no stores, to
show rental leaders that they are behind
the effort and how important state

organizations are to the defense of the
industry.

Functions Opened
To Non-Members

Among other resolutions, the board
unanimously voted to open APRO
functions for which a fee is charged to
all rent-to-own dealers, as those dealers
are defined in the by-laws, at an addi­
tional cost to non-members.

Two years ago, the board had voted
to close APRO functions to non­

members, but the current Board feels
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that it is time for the national trade asso­

ciation to make its services more avail­
able to people in the business without
encouraging new entrants. The feeling
is that if APRO is effective at providing
those services, membership will
increase as well as professionalism in
the industry. APRO functions remain
closed to people who have not been in
the business for 90 days and who do not
have either a stand-alone rent-to-own
location or at least 150 BOR.

It has been eight years since the
APRO Board has met continuously for
three days. The new blood and
enthusiasm on the board demonstrated
itself at the meeting, and every board
member made substantial commit-

ments of time and effort to see that
APRO's new direction becomes a real­
ity rather than lofty thoughts merely to
be trotted out at board meetings.
Already since the three-day meeting in
Atlanta, the executive committee has
met again in Austin to review specific
action plans submitted by board mem­

bers and to work with the APRO staff.
There are important budgetary items

to be considered, but the many aspects
of APRO's new direction are well

underway. The State Legislative Net­
work is being created, and new state

groups are being formed every week.
New communication tools are being
developed for the members as well as

research into new programs-rent-to-



own schools and the like.
Members across the country should

quickly be seeing the results of the new

board's dedication if they have not

already experienced it. For example,
one change is this article, since the
board felt that the membership often
did not know what the board is doing.
Members with comments, questions,
suggestions should contact a board
member near them to express their
views.

The board members with their mail­

ing addresses and telephone numbers

(see separate box for executive commit­

tee members information):

Alan Dobzinski
The Rental Experts Inc.
P.O. Box 4487
Hamden, CT 06514
203-782-0669
Mac McCullar
ATM Enterprises Inc.
6400 Hillandale Road

Lithonia, GA 30058
404-482 - 2400
Wendell McNeal
McNeal Group
162 S. Clayton Street

Lawrenceville, GA 30245
404-962-4444

"Don'tJust Buy A Good
Computer System"

BUY THE BEST!
WE'RE

II DIFF���i] ]
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A COMPLETE MANAGEMENT SYSTEM
FOR RENT TO OWN DEALERS

Hardware & Software

$4995.00
Write or Call

4M Rental Systems, Inc.
P.O. Box 56872

New Orleans, LA 70156-6872

(504) 821-9600
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Bill Morgenstern
Rent-Way Inc.
P.O. Box 6242
Erie, PA 16512
814-455-0941
Curtis Pearsey
Pearsey Enterprises Inc.
4945 Long Blvd.

Long Beach, CA 90805
213-428-1330

Jerry Reppert
RK Rentals Inc.
P.O. Box 529

Anna, IL 62906
618-833-2158

Roger Sharp
Appalachian TV Rental
P.O. Box 8131

Huntington, WV 25705
304-526-4040

Larry Tinney
Royal Crown Leasing
5408 Yadkin Road

Fayetteville, NC 28303
919-864-5778
Bill White
Action TV & Appliance
P.O. Box 850306

Mesquite, TX 75149
214-288�9327

PENNSYLVANIA
continued from page 21

order from a court in Pennsylvania,
limiting the scope of the inquiry.

While it is within the province of the

attorney general to determine compli­
ance with the laws, it is questionable
whether the attorney general has or

should have the authority to require a

company doing business in the state to

disgorge into government records that

company's costs of doing business,
including cost of inventory, salaries,
and other items that most companies
deem private.

The bill that declared
rent-to-own transactions

illegal started out as a bill

concerning estimated tax

payments for farmers.

To be sure, under certain circum­

stances, this kind of information is dis­
coverable in a court of law when parties
can prove a compelling interest in such
information. For example, a company
accused of underpaying taxes might
well be put to the proof of justifying its

continued on page 52
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WE WANT TO BUY YOUR
RENTAL BUSINESS.

Speedi Rentals, Inc., the nation's fastest growing rent-to­
own chain, is currently seeking to purchase existing
rent-to-own businesses. Businesses seeking acquisition
should contact:

James Procaccianti, President

Speedi Rentals, Inc.
1145 Reservoir Avenue
Cranston, Rhode Island 02910

(401 ) 946-4600

-SPEED/­
rentals

TV's - VCR's - Stereos - Furniture - Appliances

continued from page 50

claimed expenses. Or a partnership or

other legal entitybeing dissolved might
well have to disclose its costs of doing
business in the public record.

In the case of the Pennsylvania attor­

ney general, however, no evidence has

yet been brought forth that any of the
named rental companies or any other
rental companies are buying product or

otherwise booking expenses in a man­

ner that violates any aspect of Pennsyl­
vania law.

The attorney general's position con­

cerning the rent-to-own industry is well
known. Bureau of Consumer Protec­
tion Chief Douglas Yauger says, "Many
rent-to-own customers have been the
victim of 'economic rape,' paying as

much as four times the fair market value
for an item:' Yauger continues, "The

industry is trying to paint this 'legisla­
tion' as being unfair to customers

because they cannot rent-to-own. What
is true is they can't rent-to-own at 300

percent now:'
The attorney general's judgment

about the industry is crystallized in Yau­

ger's statement, "If the rent-to-own

industry dries up, so be it. While it may
sound hard, most customers would be
better off to save money and make a

purchase outright. It's for their own

good that we don't want to see them

being charged these ridiculous interest'
rates:'

These statements to the press from
the attorney general's office are among
the clearest examples of the paternalis­
tic attitude that government officials
have in the state. The problem now is
that the attorney general's office is using
that attitude and its subpoena power in
an attempt to bludgeon dealers into
submission.

Dealers Fight Back

Having suffered venomous attacks
from two branches of state government,
Pennsylvania rental dealers have sought
refuge in the third. In July, the Pennsyl­
vania Association of Rental Dealers

(PARD) filed suit against the Common­
wealth of Pennsylvania and Gov. Robert

Casey to enjoin enforcement of the anti­
rent-to-own statute enacted last Febru­

ary. The dealers' petition alleges that the

legislature's enactment of the statute

was unconstitutional.

Indeed, the Pennsylvania Constitu­

tion, Article 3, Section 1, has the follow­

ing provision: "No law shall be passed,
except by bill, and no bill shall be so
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altered or amended, on its passage
through either house, as to change its

original purpose:'
The bill that declared rent-to-own

transactions illegal started out in the

legislature as a bill concerning esti­
mated tax payments for farmers. The
House voted to remove all of the lan­

guage from the original bill, leaving
only the bill number. It then substituted
new language amending the Pennsyl­
vania Goods and Services Installment
Sales Act, which amendments effec­

tively banned rent-to-own transactions.
The House went on to pass the
amended bill as did the Senate.

Both sides have recently submitted
written briefs concerning this lawsuit
with the attorney general's office

representing the State of Pennsylvania.
As of this writing, it is too early to pre­
dict the outcome of this case, but,
should the dealers prove successful, the
statute enacted last March will be
unenforceable.

Dealers, by and large,
remain determined not to

let the government run

them out of business.

That does not mean that the legisla­
ture cannot come back and do it again,
but such a holding by the Pennsylvania
courts would give dealers breathing
room and give them time to explain
their business to the legislature. Both
sides agree that if the dealers prevail in
court with their suit, it will be difficult
for consumer advocates to repeat with
the devastating legislation they were

unable to enact earlier this year.
In the meantime, dealers continue to

struggle with the interpretation of the

law, the attorney general's continuing
attacks, and a decidedly hostile press.
Fortunately, dealers remain well

organized in the state and committed
to offering the citizens of Pennsylvania
the goods and services that exist in the
rest of the country. Dealers, by and

large, remain determined not to let the

government run them out of business
and are ever hopeful that the demand
for rent-to-own, which so clearly exists
in the state, will ultimately be

acknowledged by the forces that seek
to ruin the industry. PR

Edward L. Winn III is the general counsel

of APRO and a regular contributor to

PROGRESSIVE RENTALS.
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WHY NOT PLAN TO SUCCEED

NOT JUST SURVIVE

,:,� WESELL SOLUTIONS!

1·800·334·5224
I n Texas Call:

512-851-8709 (Collect)

RSSS PROVIDES ALL HARDWARE,
SOFTWARE AND SUPPORT

RENTAL & SALES RSSS""SOFlWARE SYSTEMS �
457 Robert Drive • Corpus Christi, Texas 78412

Les Fe/dser
President

INSTALLATION AND TRAINING
AT YOUR LOCATION



INDUSTRY NEWS

Sears Cites First
Amendme in N

A legal battle between Sears, R
& Co. and the New York City Depart­
ment of Consumer Affairs could

change the nature of retail promotional
advertising.

The city wants Sears to stop certain

advertising it considers misleadjng
under New York law and is sui
company in court. Part of1tn

pute involves promoting discou

prices without.stating the regular price
in the same ad. Rather than change its
ad practices, Sears is suing New York

City in Federal District Court, claiming
that it should be able to advertise as It
wishes.

The cornp<;l;)li believes the ad

protected under the First Amename1"lt
and warns tnqt should it lose its fight
to the city, it will virtually discontinue
all advertising in the New York City
vicinity. Affected by that would be
national publications and network
broadcasts.

And that's a bunch of big bucll<.,�.
According to a report in Inside 'Rrint

OK Dealer Wins
Place in Runoff

Oklahoma rental dealer John T. Ceolf"
running in a field of five candidates,
won a place in the September runoff£or
state representative from District 19.

Unfortunately, the final vote count gave
the win to Cook's opponent. Co-owner,
with his wife, of Mr, C'sinHugo, Cook
had resigned as county commissi
to run for the ,state post. His por
future remains uncertain.

The rent-to-own industry still has an

opportunity to get one of its own in. a

state legislative body. Delwyn Jones of
Lubbock, Texas, is a candidate for state

representative, running as a Republkan
in the Nove general election. J
owns two WIl stores,'
bock, wh� perates und'
name, Rent-'BW
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magazine,
budget amen .. 5. companies, s

ing more than $1 billion a year to pro:"
mote its 819 stores and products. Sears
has no stores in New York City andbas
declined to reveal what it spends int�at
_market on ad� ing; but a key re

for the's. resist'l,l1;!
cha.rges aBs irt qu
a mains l.1€ir ad progr,
could be contested elsewhere.

Inside Prinfn:reports that officials in
California and Florida are studying the
New York charges, and the Center £9T
Study of Res�Ql)sive Law, a.Was<

.'

ton, D.C·b,

.planning,
tougher co

other states.

Albert R. �t1teJ" has been

president ;i:t\�tH:ief operating 0 e

Whirlpool Corporation. Former vi<2e
chairmanofEmerson Electric CD., Suter
was most recently president and coo of
Firestone. He has been a Whirlp00t
board of directors member since April.
David R. Whi am remains as c

.

man of the 'd and chief exec

officer at W OG1.
w

At Wmrlpq., Acceptance Cor .

r
tion, James E .. teBlanc has been namea
chairman of the board, president, and
chief executive officer. LeBlanc comes

to Whirlpookfrom l?acificCorp Credit
Inc., where had been president a:Q.d
coo since 1

Richard
marketing
for Samsun etronics .America,
Kevin Proctorhas been named general
manager for product development
there.

Chuck Da

manager.of
anum.



RIDE WITH HARLEY
FOR INCREASED 8.0.R.!

Harley-Davidson Audio and AudiolVideo products
are taking the rental industry by storm.
The look is bold and the features-High Tech.

New for 1988:
• 60, 70, 100 and 120 watt Rack Systems
• Some with remote control!
• New unified remote control Audio/Video Systems
• Compact Disc Players
• TV/VCR Combination Units

What may be even better than what you see is what
you don't see in these systems:

• Exclusivity for the rental industry
• A longer-36 month warranty including speakers!

,

• Prepaid freight

For more information contact:

Rick Umans

Harley-Davidson Division
Thomas America Corporation
122 Tices Lane
East Brunswick, NJ 08816

1·800·524·0160



It all comes out in the wash.
You can set-up your rental customers with an

ordinary washer and dryer. Oryou can get
them on track with Speed Queen's Marathon
side-by-side pair, givtng them the best f�atures

.

money can rent. Coin laundrY. dependability.
�arge capacity. Easy p.ortab.t�ity and
installation. Front servueabtltty. And an

optional 24-month extended warranty.
Speed Queen. Fewer returns from your
customers. Greater returns�ryou. Contact
Vay McDonald at Speed een Company,
P. O. Box 99fk Rzpon, 54971-0990
(414) 748-31L 1.

SpeedOueen
A Raytheon Company

Celebrating our 80th year.


