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System benefits. Complete collection control,
total inventory tracking, customer maintenance,
multi-terminal system, immediate information re­

trieval, security features, depreciation reporting,
agreement printing, and many other rental control
options.
No gimmicks. We believe our program is superior
and we want to show you what we can do for your
RTO business. Don't miss this exceptional oppor­
tunity. Whether you are dissatisfied with your present
program or are looking into an RTO system for the
first time, you're eligible for our $100 offer. Call today
for our complete program.

*

'Limit one per store owner. For a limited time only.

Return your old RIO
program and we'll send

you ours for $100.

You save $3,895.
And you'll receive the most innovative RTO program
on today's market. We're the new kid on the block,
but we've spent over seven years of researching the
challenges of automating the rental industry. And our

research tells us that r.tracs can be the most effective
li!'software program for your RTO business.

Technically advanced. r.tracs program offers
state-of-the-art complete rental operations, ad­
vanced corporate operations, telecommunications,
database management, trust maintenance, projec­
tions, business analysis, rental office manager,
accounting, and word processing.
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The technically excellent alternative.

208 W. Bagdad, Suite 7, Round Rock, Texas 78664 • 512/255-5284
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If We're Number One With
Customers Who Want To Own. • •

We're Certainly Number One With
Customers Who Want To Rent.

To be sure, we offer a "most wanted:' eye­
catching, full selection of TV's, VCR's,
Camcorders and Audio Entertainment
Products.

For more information write to:

Thomson Consumer Electronics
Rental Marketing Department
600 N. Sherman Drive

Indianapolis, Indiana 46201
But, there's a lot more.

Like our world-wide reputation as a

leader in technology and design.
Our hassle-free follow-through and
service.
Our speedy deliveries through a nation­
wide sales and distribution system.
Our competitive pricing programs and
much, much more.

'Ub... '�At,Q(!dItUl:I�"'d!nl !<'IC

---
-------

.. �----.---.-.----

RCA 26" ili�",IColorTrak Console Co1or TVs

G26135PN
OllnlrvAnlerica.nstyI8,Pine

and genIJine wood

cas�er$. H·3t v�� .

• (A\'3I1ablcFallt99S)

G261311N
Clean-line cO!',e"'���rb:,:�:.:r���me



PRESIDENT'S VIEW

Convention Setting Ideal

to Prepare for 19905
The 1989 convention in Washington, D.C. - August 9-13 - will truly be a

"capital event" in this year of rapid change in the rent-to-own industry. I cannot

overemphasize how different and important this convention is to you, your

company and your industry. You will find a new zest as APRO moves this

growing, fragile industry through treacherous waters - involving regulatory
and legal issues, increased competition and changing financial support - into

the 1990s to become a strong, recognized business.

New speakers, a far broader range of seminar subjects, more vendor booths,
more booth hours, more opportunities to get together for information sharing­
all this awaits you in a beautiful setting suitable for you and yours to rest and

relax. But if you miss this one, you'll find you and your company will be at least

one year behind in the changes occurring in our industry.
Sta te organiza tions will have areas to ga ther together so you can ca tch upon the

changes in your own state. There is no reason we can think of for you to rationalize

why you would want to miss this convention.

Your board of directors and the Vendor Relations Council put the things you
wanted into one package that will be interesting for the one-store owner-operator
and for the big guys with hundreds of stores.

We'll have seminars that are structured to satisfy the needs at whatever level

you need - and on subjects that make a difference today and tomorrow. From

a continuous exhibition of advertising so you can see what's working across the

country to computer software seminars for our industry so you can compare

yours or perhaps see if you want to computerize. You will find it all at this

convention.
There will be booths in the registration area so you can get information on all

the tours of buildings, monuments and even Mount Vernon. Dinner reservations

will be a snap, too. All this is just four short blocks from the national zoo, home

of those lovable pandas.
In short, it's the best rent-to-own convention combining diverse areas relevant

to our industry. And, it's in the best possible location. If you have not gotten on

that phone to members of the APRO staff (512-447-0333) by now, you just may
have missed your chance to have a better year in the rent-to-own business and

find the running start for the '90s that we all need.

See you in Washington!

R.L. "Dick" Grauel

APRO President
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MESSAGE

We have just completed two success­

ful rental retreat programs, one in
Florida and one in Arizona. Rental
dealers who were there, to a person,
know that their time and money were

well spent.
For those of you who were not there,

you missed a thought-provoking in­

quiry into your business, and a good
time.

It has been a while since we have had

truly successful seminars. We have had
to cancel more seminars in recent years
than I care to remember. I know that
when times are tough, outside training,
often viewed more as an employee ben­
efit than a true human resources serv­

ice, is one of the first items cut from a

budget:
We have also doubtless been at fault

by not providing the right kinds of

speakers, at the right places, at the right
times of year, at the right prices.

We are continually trying to refine our

seminar program. For example, several

years ago in response to dealer criti­
cisms that our rates were too high, we

decided to have seminars operate on

a break-even basis rather than as an

association profit center. We hope that
in the months to come, we can offer

you the kinds of seminar programs that
will entice you and your employees
away from your stores and into our

seminars.
There is something that happens at

these kinds of programs, and it hap­
pened at these last two, which goes far

beyond the program content. There is

a sense of camaraderie that arises

among dealers when they gather out of
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Camaraderie

the office to discuss the business and
often that camaraderie rises to the level
of true friendship.

Ours can be a very isolated existence,
often limited to customers, employees,
and suppliers. Few outside that imme­
diate circle know much about what we

do. In the legal world, I know from my
own personal experience that outside
of a handful of lawyers who do noth­

ing but rent-to-own, no lawyer has even

heard of the industry that I represent
or anything of the legal issues and

problems that I as a lawyer face when

representing it.
The fact is that rental dealers almost

universally love to talk about their busi­
ness and particularly when there is

meaningful give and take in such a con­

versation. That is exactly what happens
in the seminar environment. To be sure,
we have experts on the program who,
in my opinion, present fact-filled and

insightful sessions -lots of food for

thought.
But in addition to the sessions, there

is also time out of the classroom when
the dealers get together on the golf
course, on the beach, on a boat, in a bar,
or in the lobby of a hotel and share how

they feel about one of the most impor­
tant things in the world to them - their
business. Those encounters are what
makes for memorable seminars and

they happen every time rental dealers

get together.
There is an energy that arises from

such meetings, and I must assume that
such heightened energy and awareness

lasts for at least a few days after the
dealers get home.

It may be hard, from time to time, for
rental dealers to feel good about what

they are doing. This is especially true

if the industry is being bludgeoned in

the local press and even more true if a

dealer's particular stores are flat or

declining. The day-to-day grind of this
business wears on everyone.

A sharing of the universal concerns

of rental dealers, such as just occurred
intensely in Fort Lauderdale and Phoe­

nix, serves to uplift the spirits of dealers

and, I cannot help but think, the over­

all self-image of the industry.
If you have never had the APRO

seminar experience or the chance to

interact with other people in your
industry, then I think you are missing "'­

an important aspect of the business you
have chosen. It is, of course, never too

late. We will be in Washington, D.C., in

force in August.
The APRO staff has renewed enthu­

siasm for the seminar program and will

try to have several scheduled for the fall
of 1989 and the spring of 1990. We will
make every attempt to respond to your
desires in terms oflocation, topics, tim­

ing, and to the extent possible, price.
Those of us who went to Florida or

Arizona are better at what we do
because of the experience. We all hope
to see many of you the next time we

meet.

EDWARD L. WINN III
APRO General Counsel

June - July 1989/PROGRESSIVE RENTALS
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Cool-Linef our nationwide telephone service. For

repairs, we have over 5,000 factory-authorized
Whirlpool service centers. And we offer your custom­
ers the same excellent programs after their contracts
are paid off.

We also support you with TV and magazine ads that
run all year long, selling your customers on Whirlpool
before they ever walk in your door.

Now the day may come when all appliance com­

panies offer you this much. But isn't it nice to know
that Whirlpool
does it today?

Whywait forwashers that)Our
customerswillwant to keep?
Whirlpool has them today.
Before your customers buy a washer, they get to
audition it. And if the washer doesn't perform, you
lose. So it makes sense to carry Whirlpool® washers.
Because they're built with the kind of quality that
persuades renters to become owners.

The features they need. Our washers help your
customers handle the most diverse fabrics. With a wide
range of cycles. Numerous temperature settings.
Adjustable water levels. And an innovative agitator that
thoroughly cleans even the biggest loads.

We also designed our direct-drive washing system
without belts or pulleys. And we cut serviceable parts
by 20 percent. So there's less to go wrong. And that
reliability has led to an impressive keep rate.

The support you need. We can answer your ques­
tions about our appliances 24 hours a day through

Visit Us in Booths 203 205

Quality you
can count on... today.



 



 



LEADERSHIP

Bill Keese, a Houston native and former
Texas state legislator, is the new executive

director of the Association of Progressive
Rental Organizations (APRO).

Board names new

executive director

Keese Hired to Lead
APROj Other Staff

Changes Announced

"In hiring Bill Keese, the APRO board
has moved a giant step forward in mak­

ing the association the catalyst for

change in an industry fraught with

problems," says APRO President Dick
Grauel in announcing Keese's selection
as APRO executive director. ''Bill has the

training background and experience
base to recognize and effectively deal
with the variety of complex problems
faced by an association with a member­

ship as diverse as ours."
A former businessman and Texas

state legislator, Keese, 40, is a native of
Houston and graduate of the University
of Texas at Austin. In his early twenties,
Keese bought a small-town restaurant

12

in central Texas. Buying the restaurant

gave Keese two opportunities: to learn
business practices first-hand and to

establish a political base from which to

run for public office. He succeeded at

both, building a solid clientele for his
restaurant and a loyal constituency for
a six-year tenure in the Texas House of

Representatives.
Leaving the legislature and the res­

taurant behind, Keese became vice

president of franchising for Schlotsky's,
a regional sandwich-shop chain with
200 stores in 21 states.

"Our franchisees started their busi­
nesses as entrepreneurs and were

forced to become more sophisticated

June- July 1989/PROGRESSIVE RENTALS



Digital
2TV

H.P.X. 31/1 Square VU
Double Feature Digital 2TV

• Intelligent
"Teachable" Remote

• S-VHS Jack
• Built-In MTS Stereo

• Surround Sound
• 600 Lines of Resolution

• Self Demonstration

VT3050 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
AccushotAX

Digital Super VHS
Full Size Camcorder

• Approaching 1 Lux Sensitivity
• % 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
Contact: Gary Wooten-Nat'l Sales Manager
(213) 537-8383 ext 502 eHITACHI

A World Leader in Technology
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business people in order to survive and

grow," Keese says. His responsibilities
for Schlotsky's included developing
and implementing programs to meet

the changing needs of the franchisees
in a fiercely competitive industry.

Keese's next challenge came as mar­

keting director for the Roaring Fork Rail­

road, a luxury line based in Aspen, CO,
that was conceived as an alternate
means of transportation from Denver to

Aspen when weather conditions made
air and road travel dangerous or impos­
sible. The notion of train travel in a lux­
urious, romantic setting was well

received, even by Aspen citizens, who
voted overwhelmingly in favor of the
railroad even though it meant replacing
a popular jogging and cross-country ski
trail with railroad tracks. Keese orches­
trated the campaign that led to a 67 per­
cent vote in favor of the issue.

Keese also worked briefly in the con­

sumer protection division of the Texas

attorney general's office, and, most

recently, was vice president of adminis­
tration for the Balcones Company, a

small chain of retail gift stores.

Keese says he welcomes the challenge
of working for a national association
that is the recognized leader in its field.
He would like to see an emphasis on

member services- -on being responsive
to members' needs and providing serv­

ices members want. His background
demonstrates his ability to determine
and develop programs to fill those

needs, and, beyond that, to execute

those programs, says Keese. "Providing
leadership and top quality member

services," continues Keese, "is the best

way for our association to grow."
For the staff, he foresees increased

training in the rent-to-own industry,
greater personal contact with the mem­

bership, and a strong focus on member
services.

Dick Grauel says, "One of the things
that most impressed me about Bill was

his desire to learn rent-to-own from the

ground up. We put him in a store for
three days to learn to call past dues,
deliver, pick up, explain a contract, etc.

Then we put him in home office to learn

corporate finance, advertising, audit­

ing, and the legal aspects and com­

plexity of managing a multi-state

corporation.
"We took Bill to a Rent-A-Center store

to see how the 'big boys' do it, then to

a six-store operation, and to a one-store

operation:' Bill has a firm foundation
for understanding the basics of rent-to­

own and promises to visit many of you
each year to gain a deeper understand-

ing of what you need so your associa­
tion stays current with its member
needs."

Keese adds that in operating his own

business, he had "first-hand experience
with the problems and pressures that
come from owning one's own

business - meeting payroll, competing
successfully in the marketplace, and

making a profit.
"I expect my experience to work to the

association's advantage;' says Keese,
who has worked in both public and pri­
vate sectors and done everything from

marketing railroads to managing large
staffs. "I've done every aspect of the
work done by this association - public
relations, convention planning, legisla­
tion, professional development, ac­

counting and program development. I
see member services as another form of
constituent services."

With implementation of a long-range
plan, Keese says he sees APRO becom­

ing a leader and innovator in associa­
tion circles.

In other staff changes and additions,
Shelley Martinek has been promoted to

membership director. Shelley has been
with APRO since June 1988 and was

assistant director of meetings and con­

ventions before moving into themem­

bership department.
John Gormley, former editor - and

information coordinator for the Loui­
siana Forestry Association, has been
named director of publications, replac­
ing Frances Knight, who has moved to

Dallas. Gormley, a graduate of Loui­
siana State University, has also worked

as sports writer for large-circulation
newspapers in Baton Rouge and as

news editor of the Beauregard Times­

News in DeRidder, LA.
Other staff additions include D. J.

Thomas as administrative assistant and

Marybeth Gradziel as secretary recep­
tionist. Thomas has completed a

23-year career in the U.S. Army in

management consulting and adminis­
tration and a very brief stint as a bingo
caller and controller. He was adminis­
trator for the 1984 Department of
Defense Olympic Games in Los

Angeles, and vice president and secre­

tary of the Heidelberg International

Wandering Club, which served over

5,000 walkers. Gradziel has worked as

a secretary and administrative assistant

and as a teacher at an athletic club. She
is also a free-lance writer, dancer and

performer in radio, film, and television.
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If there's a sudden rush on

refrigerator rentals, what
should you do before you get
down to the last few?

Call us.

Because GE has distribution
centers across the country that
can get appliances on your floor
in as little as 48 hours.

And when they arrive,
something else comes with
them.

Contact: Donal
General Electric liance Co.

Appliance Park AP4·243

ouisville, KY 40225

(502) 452·5439

The best back-up system in
the business.

Which includes the GE
Answer Center" service, that
can offer help to renters 24
hours a day, 7 days a week.

Plus the only nationwide
network offactory-trained service

representatives, that's ready to

handle problems no matter if

your rental service is in

Alabama, or Alaska.

And to give you even more

peace of mind, our appliances
are backed by some of the best
warranties around. (Up to 10

years in some cases.)
So why buy from a company

thatjust sells you appliances?
When you could choose one

that offers a lot more.

GE.



ant may as well think of the whole
document as a crafty curve ball con­

structed by the landlord's lawyers. The
only comfort the tenant can take in that
supposition is to know that the lease is
used on all the tenants. In short, after
the essential terms are decided, the
landlord calls almost all the shots.

Most of the time, the things that are

contemplated by the lease never hap­
pen. For example, most leases have pro­
visions which determine the respective
rights of the parties in the event of a con­

demnation of all or part of the premises.
These provisions are typically weighted
in favor of the landlord. There is sim­
ply no point in attempting to negotiate
a more favorable position in such an

event. Most landlords would not under­
stand those provisions of the lease
anyway.

My experience with leases in this
business goes something like this. The
owner or principal manager of the com­

pany selects a site and negotiates with
the landlord. A lease document is pre­
pared and sent to someone for review.
Deficiencies in the lease document are

identified to the tenant. The tenant
makes some noise to the landlord. The
landlord and tenant sign the lease. That
ends the process. Seldom does it hap­
pen that the tenant even bothers to try
to obtain a revision of the document. In
my opinion the process works like this
because tenants do not understand
which of the lease provisions are worth
fighting about.

One of the most important provisions
in the lease concerns the obligation of
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LEGAL

By James D. Walker Jr.

The written lease document is the last
step in the leasing process. It comes
after the negotiations about price,
square footage, renewal terms, lease­
hold improvements, and (sometimes)
personal guarantees. It is a tiresome
process that can include meetings and
always includes numerous telephone
conferences.

The experience is very likely to leave
the tenant wondering whether the
space is worth the cost. Certainly the
landlord is always wondering whether
a better tenant at a better price could
have been obtained for the premises.
There is a sense of mutual frustration
that follows all good negotiations.

Next comes the lease itself. Neither
side has any haggling energy left. The
landlord uses a form that has been used
before. A tenant is not expected to take
issue with the language of the written
lease agreement if it faithfully incor­
porates the results of the prior
negotiations.

This article is all about the tenant's
point of view at this stage. It is a diffi­
cult time for a tenant because the land­
lord has the advantage of preparing the
initial "proposal:' Notice the word "pro­
posal" is used in this sense to mean the
tenant's description of that document.
From the landlord's point of view, that
document is described as a "lease."

,

There is a big difference between the
meanings of the two words.

For several reasons, the landlord is
not particularly interested in negotiat-
PROGRESSIVE RENTALS/June- July 1989

Negotiating Store Leases

ing the language of the lease document.
In many cases it was prepared for him
by a lawyer, or, worse, supplied to him
by a lender. The landlord has not pre­
pared this document for this transac­
tion. It is a standard form, and the user

is typically reluctant to make changes.
This is partly because the user does not
understand the meaning of the form
except to know that changes can do
nothing but give up valuable rights that
have been built into the form for his
benefit.

Certainly different landlords have
different attitudes toward the "lease"
form. While a tenant might incur some

difficulty in seeking a modification of
the terms of the form, this is sometimes
a very necessary part of the lease negoti­
ations. This article will identify several
areas where a tenant should exercise
caution. It is not intended to try to cata­

log the provisions of the lease from a

tenant's point of view. That task is
beyond the scope of a tenant's negotiat­
ing position to obtain any extensive
revision to the document.

In reviewing the document, the ten­
ant should certainly look at each provi­
sion to see if it contains any unusual
language or term inconsistent with
prior negotiations. The tenant (or some­

one employed by the tenant) should
understand all of the terms of the lease
to' be sure that the provisions are con­

sistent with the tenant's business cir­
cumstances.

It is rare that the landlord will try to
construct a crafty curve ball in the form
of the lease document. Instead, the ten-



the tenant to keep the premises
insured. Typically the landlord wants

the tenant to maintain a policy of

general liability insurance for the ben­
efit of members of the public who might
come upon the premises. It is' reasona­

ble for the landlord to require such
insurance. Equally important is the

necessity that the tenant have this
insurance for his own benefit.

Almost all leases require a specific
dollar level of coverage. This is where
the lease can become a problem. Most
leases require a million dollars in cover­

age. Many insurance policies do not

provide that level of coverage for a small
business. The point here is that the
lease provisions should correspond
with the tenant's existing insurance

policy. If attention is not paid to this

detail, a tenant will have to later con­

sider the choice of increasing coverage
beyond affordable levels or remaining
in violation of the terms of the lease at

all times. While such a default may only
be technical in nature, its existence
could become a point of unnecessary
controversy between the landlord and
tenant.

Another important provision con­

cerns the tenant's right to sublet the

premises. Sometimes rental stores have
to be closed. It is not expected that the

premises could be relet for a profit.
Instead, the objective is to try and relet
the premises with a minimum of loss.
Sometimes landlords do not want ten­

ants engaged in the business of releas­

ing their premises.
In most cases the lease proposal will

contain a provision that prohibits the

subletting of the premises. The tenant

should seek instead a provision that

prohibits the releasing of the premises
without the landlord's consent and

specifies that the consent will not be

unreasonably withheld. This requires
the landlord to permit the subletting of
the premises to an appropriate tenant

or, in the alternative, relieve the origi­
nal tenant of his obligation under the
lease.

For what it may be worth, a landlord
has an obligation to mitigate (minimize)
damages under any lease default. For
a tenant to exercise this right, it is first

necessary to default on the lease. This
leaves the tenant in a position where he
is likely to feel uncomfortable and help­
less. It is much more workable from the
tenant's point of view that he be allowed
to go out and find a replacement ten­

ant. This leaves the tenant to choose
either alternative.

Some lease documents contain pro-
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visions that grant to the landlord a secu­

rity interest in all of the tenant's fixtures,
equipment and inventory. Further, such

provisions typically grant to the land­
lord a power of attorney to execute

documents that might be necessary to

perfect that right, including Ue.e. fil­

ings. Usually this provision was never

discussed in the original negotiations.
Most tenants would be well advised

to reject any lease that contains this pro­
vision. The provision is not usually
necessary for the landlord. If it is not

eliminated, it can create problems for
the tenant.

Most rent-to-own stores are already
subject to a security interest and Ue.e.

filing in favor of the company's principal
lender. There is no real security created

by such a lease provision since there is

no unencumbered value to be conveyed
to the landlord. For that reason, the
landlord should agree to eliminate the

provision.
If it is not eliminated, the landlord

will establish himself in a second pri­
ority position. If there is ever a lapse in

the lien status of the first secured cred­

itor, or if the tenant proposes to switch

lenders, the landlord's Ue.e. lien will

have to be subordinated. That can be

done only with the landlord's consent,
and sometimes it is inconvenient or

expensive to obtain that consent. This

provision should be fought vigorously.
There are many other provisions that

occur in leases that wouldbe objection­
able from a tenant's point of view. They
may not be worth a fight, but they are

detailed here as a matter of information.
These provisions should be eliminated
from leases if possible.

Some landlords reserve the right to

relocate your business within a shop­
ping center. This can be disruptive and

expensive. This provision is typical in

leases where the landlord is financed

by a sophisticated lender.
Some leases have very unusual pro­

visions regarding the rights of the land­
lord in the case of the partial destruction
of the premises. Landlords sometimes

reserve the right to rebuild the premises
within a period of time (usually 90 days)
and require the tenant to occupy the

premises. While these provisions gen­
erally provide for an abatement of the
rent during the rebuilding period, the

disruption in the tenant's business

operations caused by the partial
destruction and rebuilding process
could transform a marginal store loca­
tion into a loser.

Some leases relieve the landlord of

any damage caused by flooding. In

premises with overhead water, this is

a very definite hazard that could
become a substantial expense to the
tenant. The importance of this provi­
sion is that a tenant's insurance policy
will often exclude such damages from
its coverage. If the landlord is not

responsible, and the tenant has no

insurance for this loss, the tenant has
a serious exposure problem. Before this
exclusion should be accepted, the ten­

ant should check his own insurance

coverage. The potential for water dam­

age is very real.

Many shopping center leases contain

provisions requiring the tenant to com­

ply with rules and regulations. These
same leases give the landlord the right
to change the rules and regulations at

any time. While this is generally not a

problem, the tenant should ensure that
these regulations will not interfere with
his usual business preparations. Here

the tenant should consider restrictions

on signs, flashing lights, window dis­

plays, sound and video restrictions and
business hours. Face it, our business

)fl.

can sometimes be a bit more lively than
some of our more sedate neighbors.

Be careful to notice the renewal pro­
visions of the lease. Sometimes a lease

automatically renews. Sometimes a

lease automatically terminates. It is

impossible to know which is preferable.
Either way, the tenant can avoid prob­
lems by monitoring the provisions of
the lease as it nears the end of a term.

A rent-to-own tenant might like to

have a lease contain a provision that the
landlord will not rent space to any other
rent-to-own business. It is unlikely that
the landlord's lease proposal will con­

tain such a provision, and many land­
lords would refuse to include such a

provision in the lease. Some rent-to­

own dealers would be glad to have a

competitor nearby. It is an item that
should be considered.

A lease is an important part of the
foundation of your business. It is worth
an investment in careful study and

negotiation.
"'.

LEGAL is a regularlyfeatured column writ­

ten by James D. Walker, Jr., of Surrett,
Walker, Creson & Colley for rental dealers
with legal questions. Please address ques­
tions for this column to James D. Walker, Jr.,
Surrett, Walker, Creson & Colley, Box 1497,
Augusta, GA 30903.
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stress, leaders support their employees
as well as the organization. Because of
this support, they develop commitment
from their staff as well as upper
management.

Responsible. Leaders accept respon­
sibility for themselves, the group they
manage, the company, and for meeting
the objectives of the group. They accept
responsibility even for failures of the
group and develop ways to correct these
problems. They do not attempt to cast
blame on others.

Result-oriented. Leaders strive cons­

tantly for improvement. By focusing
on success they are able to set higher
standards and to encourage others to
achieve higher levels. Because new stan­
dards are based on realistic goals al­
ready achieved, the new targets do not
create stress, they create opportunities.

Committed. A strong sense of mis­
sion and a deep commitment to that
mission guides each act of a leader.
They are strong willed, yet flexible
enough to listen to new ideas and other
ways to get results. They are willing to

accept justified criticism, but they also
stick to their guns during tough times.

Confident. Leaders show confidence
in themselves and in their employees.
It's easy to see if a manager lacks confi­
dence. Failure to delegate, to take risks,
and making excuses are characteristics
easily recognized as signs of a lack of
confidence.

Motivated. Leaders are motivated
and respond to important challenges.
They enjoy solving tough problems and
are willing to risk failure to achieve
greater success.

MANAGEMENT

Getting Better Results
From Your Managers

By Wayne Outlaw

"One of our old stores was going
downhill steadily," relates a client.
"Deliveries were off month after month,
past dues were getting higher, and BOR
was continuing to drop. The morale of
those in the store was characterized by
laziness, bickering, and a lack of
commitment ."

The client used this story to illustrate
why many managers don't get better
results.

"The problems really came into focus
when the store manager took medical
leave for several weeks and we brought
in a replacement. Quickly the new per­
son assessed the situation and took
action.

"When the former store manager
returned, the employees were happy.
BOR had turned around, past dues
were well under control. Not only had
things improved, employees now were

busily cleaning and displaying mer­

chandise and calling cards."
What happened to turn this losing sit­

uation around so quickly?
Clearly the answer is in an honest

appraisal of the abilities of the two
different managers. Success comes

from three separate and distinct skills:
technical, management, leadership.

In some organizations, the most tech­
nically qualified person in a position
gets promoted to the higher level.
Technical skills such as selling prod­
ucts, collecting past dues, and complet­
ing records are easy to observe and
measure.

Planning, organizing, staffing, direct­
ing, and controlling are generally con­

sidered management functions. Even
though they are clearly skills, they
are difficult, but not impossible, to
measure.

Leadership is much less clearly
defined and is more difficult to evalu­
ate. However, it was just this ingredient
PROGRESSIVE RENTALS/June - July 1989

If yours is like most rent-to-own organizations, the
greatest barrier to growth is a lack of effective

managers and talented people.

that was missing in the example above,
and it is this critical aspect that is all too
often ignored.

Until leadership is identified and
developed, an organization will not
reach its full potential. Managers can

be appointed, but leaders must be
developed.

Where would McDonald's be without
the vision and leadership of Ray Kroc?
What would have happened to Chrys­
ler if Lee Iacocca had not taken charge?
It's easy to see CEOs such as Kroc and
Iacocca as leaders. Successful business
operators must learn to see leadership
not just as the province of famous top
corporate leaders.

Leadership in any organization starts
at the top. These managers are respon­
sible for making sure that the principles
of leadership are expanded to all levels,
particularly to the level that represents
the company to the customer - the store

manager.
This, of course, is much easier said

than done. It takes time and commit­
ment. Few people can agree on what
constitutes a leader.

One place to start is by defining what
leadership really is. Each individual
organization should assess its own

business needs and define the leader­
ship characteristics that are necessary
in its operations.

The following requirements for lead­
ership and the accompanying list of
traits (see screened box) necessary for
an effective leader are based on research
by my company. Although they are not
meant to be all inclusive, they do pro­
vide a starting point for discussion.

Supportive. Even during times of continued on page 52
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The future
of Rent-to-Own

By Edward L. Winn Iii

Chuck Sims, chairman of the board of
Remco Enterprises Inc., recently moderated
two APRO-sponsored rental retreats at
which the topic for discussion was "The
Future of Rent-to-Own." Eighteen dealers
participated in the discussion in Florida and
27 dealers at the Arizona meeting. This arti­
cle summarizes the highlights of those
discussions.

One can speak generally about the
future of a business, making assump­
tions about the overall state of the econ­

omy and a given industry's place in it.
An alternative to such global consider­
ation is to break 'an industry down and
discuss its various parts and the kinds
of changes likely in different areas of the
business.

From an analysis of those different
parts, one can then make more precise
judgments about the overall future
health of an industry. The rent-to-own

industry can be broken down into the
following categories: products; markets
and customers; competition; advertis­
ing; and human resources.

Products
The Present

Dealers report stable prices and more

features for their electronics inventory.
They report that currently certain cate­

gories of products, especially leader
products, are not readily available from
suppliers. Overall, wholesale distribu­
tion to rent-to-own stores is unsatisfac­
tory with problems in delivery of
products and service.

One result of product shortages in
consumer electronics is that dealers are

forced to carry more idle inventory than
they used to. By way of example, five
years ago a typical rent-to-own store car­

ried less than 10 percent idle.
Today most stores have at least 15 per-
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cent and some carry more than 20 per­
cent idle.

Rental dealers today clearly sense that
they must overcome a consumer per­
ception that the industry deals in low­
end products. There is a move toward
small dealers using buying groups
more in the rent-to-own business and
a slow but steady move toward higher­
end products, generally, in the
industry.

Dealers do recognize that manufac­
turers are planning with the rent-to­
own industry in mind.

Furniture is big in the rent-to-own

industry and getting bigger. The advent
of furniture in rent-to-own has saved a

lot of dealers. Dealers estimate that rent­
to-own accounts for approximately 5

percent of appliances sold at wholesale
in America annually and approximately
10 percent of electronics. Dealers were

not in agreement about the percentage
of furniture purchased by the rent-to­
own industry, but they did agree that
the furniture percentage was smaller
than appliances.
The Future

Dealers predict that the quality of
products offered by rent-to-own dealers
will improve. This is due, in part, to

recognition by dealers that there is no

value in throwaway products and cus­

tomers will demand better products.
Furniture will continue to increase

and the industry will see more rent-to­
own derivatives. The variety of
products will continue to expand
including jewelry and other areas.

Dealers will carry larger inventories.
Dealers recognize the current brand

and quality confusion in the electronics
marketplace that did not exist a few
years ago. What that means is that cus­

tomers are less likely to make careful
quality distinctions based on brand
names. For dealers it means they can­

not get the higher prices for certain
brand names that they used to. Dealers
predict that this confusion will get
worse in the future.

Dealers predict that manufacturers
will become even more responsive to
rent-to-own dealers and tailor programs
for them, although the overall issue of
distribution will not be solved in the
near future and will require dealers
overall to carry even larger inventories.

Some dealers see product innovation
in the future, HDTV flat screen TVs,
and so forth, which will challenge the
marketing expertise of rent-to-own
dealers and, perhaps, expand customer
groups.

Competition
The Present

Dealers tentatively agree today that
although competition is at a high level,
it is not, per se, a bad thing. The rent­
to-own industry generally has become
more professional, and the competition
has gotten better in recent years. All
dealers agree that there are more re­
tailers entering the rent-to-own market
every day.

Many dealers feel that the competi­
tion level has peaked and that the
industry is, today, in the midst of con­

solidation. Many dealers today feel
there are too many stores in some mar­
kets and consolidation will eliminate
the extra stores.

Dealers divided the industry into
three categories: small mom and pop
companies with 1-3 stores; middle­
sized dealers with 4-40 stores; and a

few large dealers. While there has been
price cutting in the rent-to-own indus­
try, many dealers feel that pricing is not
as competitive as it could be, and cer­

tainly not as competitive as it is going
to be. Competitors, nonetheless, are

primarily using price objective ads.
A consistent problem for the indus­

try due to the competitiveness in the
marketplace is the difficulty in getting
and retaining the kind of customer loy­
alty in rent-to-own that exists in some
other retail industries.

continued on page 25
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Considering Bankrupt,y
For an RTO Company

By Jeffrey A. Lehmann

Today's RTO operation feels diverse
business pressures. Interest rates vary,
lenders offer more or less attractive

rates, personnel and services vary,
marketing theories abound, product
serviceability and ad pressure seem

unending. From time to time, economic

pressures close in and the thought of

filing bankruptcy comes to mind. The

Bankruptcy Code has a noble goal of

providing a fresh start, but it comes

with myriad duties and ironclad rules
that the uninitiated may find unpromis­
ing, sometimes only after filing for
relief.

This article outlines a few of the basic

concepts of the Code, the steps neces­

sary to prepare for filing, and tactics and

strategies to consider. It will assist RTO
owners inplanning for a successful rela­

tionship with the "broad filed" secured
lender in a reorganization proceeding.

If a business does not have sufficient
income to meet all expenses and debt
service, the goal is to eliminate excesses

and increase inventory values to gener­
ate cash sufficient to pay expenses, plus
roughly 1/18th of outstanding plus
interest OD a monthly basis.

This article is but an introduction to

bankruptcy filing, and it truly glosses
over countless complexities impossible
to fully explain in this space. Be aware

that there are scores of additional legal
requirements and subparts in bank­

ruptcy law and practice.
Rental stores go through three stages:

growth, maturity, and decline. Growth

operations can hide all sorts of opera­
tional errors mainly because "every­
thing seems ok" and there's plenty of

money. Mature stores have saturated
markets, proper supervision and mar­

keting, and operations that remain fine­
tuned by owners.

Declining stores have poor morale,
saturated markets, poor management,
some theft, and, more often than not,
side-issue problems such as family dis­

putes, "out of line," bounced checks,
dirty showrooms, heavily aged inven­

tory, unenthusiastic employees, etc. It
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is the declining store that I will discuss
here.

Let's look at "Ron's RTO" company,
a hypothetical, troubled store in the lat­
ter stages of prebankruptcy operations.

Ron and his brother-in-law (co­

owners of Ron's RTO) have not been

tending to the stores like they did in the

early days; a couple of store managers
are stealing; the regional managers are

suffering morale problems; the product
mix is off; delinquency percentages are

high; and the co-owners have been tak­

ing excessive salaries. In addition, two

new stores didn't do as well as pro­
jected. The company increased its out­

standing substantially to place new

inventory in the stores; the fall season

was poor. In January and February, the

story to the auditor was "seasonal slow
down and fewer weekends in the
month." Ron's RTO has been short of
sufficient gross income for nine months

actually, but they took the payroll tax

money (940 and 941) to make up the
difference. Ron's RTO now has $100,000
in IRS debt for three quarters and March
is another ''bad month:'

The lender's field auditor had been
told to audit "a little deeper" than the
usual "matching deposits" at the stores,
and he finds out (from a disgruntled
store employee who is about to quit
anyway), that Ron's RTO has been pad­
ding the customer ledger cards to make

paidouts and grossly delinquent ac­

counts look like current accounts for the

past three audits.
The lender's regional manager is on

the phone upset about the audit report,
but he is even more upset about the
$10,000 bounced check for this month's

payment.
Ron's RTO expects 200 paidouts this

month, but the lender will not approve
$64,000 in purchase orders until "all this
is cleared up." They are also getting
heated calls from Fred the furniture
man, who sold Ron's RTO $60,000
worth of furniture two months ago on

an open account (based on long­
standing dealings), and Ron's has been
able to pay him only $10,000.

Ron and his brother-in-law have been

hearing a lot about Chapter 11 and reor­

ganization and getting "a fresh start,"
especially since all those newspaper
splashes about Eastern Airlines. He
then gets a call from the lender, who

says that the unit manager, regional
manager, general manager, plus GOD
will be "in town" next week for a

meeting.

t

Important Preliminary
Concepts

Two concepts are irrefutably true in
the RTO business, regardless of the size
and number of stores: (1) The national

inventory financier has perfected its

purchase money security interest

(PMSI) in all inventory, most of the

equipment, all after-acquired property
and all proceeds thereof; and �(2) the
RTO store requires, as its lifeblood, a

source of funds to replace, with new

inventory, all paidouts, skips and sto­

len, and net gain contracts. While con­

sidering a bankruptcy proceeding,
these two rules can never be avoided
and should be addressed before any fil­

ing in order to survive or to minimize

damage.
A common misconception, absent

experienced bankruptcy counsel, is that

upon filing for Chapter 11, there is an

eternal "automatic stay" of all creditors.
This misconception continues by the
literal language in 11 US.c. S 362(a).
The automatic stay prohibits creditors
from beginning or continuing any law­
suits or repossessions. The purpose is
to compel everyone to go to only one

place, the bankruptcy court, to sort out

the problems. Generally criminal pro­
ceedings, nontax government lawsuits,
alimony and child support, among
others, are not affected by the stay (see
11 us.c. S 362b).

Section 362 can lull a debtor into feel­

ing that no bills have to be paid, sub­

ject, of course, to the exclusive 180-day
period for the debtor to file a plan of

reorganization (11 US.c. § 1121).
Usually, with exceptions, the unse­

cured creditors (for example, routine
continued on page 46
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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.

NlCDONNELL DOUGLAS

EXPERIENCE

COMMITMENT
INSIGHT

Visit Us in Booth 319
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continued from page 21
The Future

The rent-to-own industry will con­

tinue to become more professionally
run and the less professional dealers
will simply lose out. The industry will
become increasingly focused on cus­

tomer service and deliver those services
better.

Growth in the near future will be by
acquisition rather than by opening new

stores. Dealers predict that big dealers
will get bigger, the little dealers will
refine their techniques and continue to
survive, and the middle-sized dealers
will be squeezed out.

Dealers also predict that external fac­
tors will be a major factor in shaping the
competitive nature of the industry­
financing factors, regulatory factors,
and so forth. Dealers foresee customers

continuing to become more and more

educated about the rent-to-own busi­
ness. Rent-to-own pricing will continue
to drop.

Mr. Sims predicts that shortly there
will be 25 percent fewer companies and
10-20 percent fewer stores than exist
today. Sims further predicts that a

major current problem not likely to be
solved soon is that most rent-to-own

companies, with a few notable excep­
tions, are too highly leveraged and that
leverage destroys marketing flexibility.
Equity money infused into this indus­
try will build new leading companies
and enable them to be fiercely competi­
tive with highly leveraged companies.

One result of increasing competition
is that rent-to-own dealers may special­
ize and attempt to acquire niche identi­
ties within the rent-to-own marketplace.
The one result of over leveraging in the
rent-to-own industry is that businesses
are undervalued. This will continue to
worsen. It is already cheaper, in the eyes
of many dealers, to buy rental stores
than to open them.

indeed do that and was not inherently
limited by the nature of the concept to
low-income consumers.

The general feeling was that there are

a lot of people today who want instant

gratification and are willing to pay a

premium for it. While low-income con­

sumers make up the core of the busi­
ness, the attraction of rent-to-own goes
far beyond those limits.

It is also recognized that niche mar­

keting is exploding today. Some dealers
feel that the customer base has not

changed appreciably over the years.
Most dealers acknowledge that most
rent-to-own customers cannot get

credit.
The Future

Dealers predict increased public
acceptance of the rent-to-own concept
and more diverse customer groups.
Dealers predict that rent-to-own will
move into the credit markets more

heavily. Dealers foresee increased use

of credit cards in the rent-to-own busi­
ness, particularly with more retailers
entering the marketplace.

Dealers predict increased manufac­
turer participation in rent-to-own mar­

keting plans with advertising rebates
and the like. With an aging population,

continued on page 48

600 FIFTH AVENUE, NEW YORK, N.Y.l0020·(212) 757-2800

The Diamond Source tot All Your Jewelry Needs

Prices To Fit Every Request

Diamond Earrings • Diamond Pendants

Diamond Bracelets • Diamond fIen 5 and Ladies' Rings

Marketing/Customers
Dealers generally agreed that the

rent-to-own industry represents a 5-10
percent share in the manufacturers'
sales of the products dealers rent. The
industry is more product specific than
it once was. Dealers are using more

incentives to get customers in the door
than they used to.

Dealers felt that they are marketing
to from 20 percent to 35 percent of the
population, and all dealers agreed that
they needed to move into higher in­
come levels and a broader customer
base. Dealers felt that rent-to-own could

PROGRESSIVE RENTALS/June - July 1989 25



to-own.

Since 1985 in Wisconsin, dealers have

been using similar purchase-option
contracts because of an adverse court

opinion there. The Idaho version of the

Uniform Consumer's Credit Code has

the same statutory language as Wis­

consin, but without a state court opin­
ion specifically holding that the lan­

guage includes rent-to-own contracts.

Most dealers in that state still employ
standard rent-to-own contracts but

some are considering the change to

purchase options. Last year the Penn­

sylvania legislature, as has been previ­
ous reported in PROGRESSIVE RENT­

ALS, April-May 1989, amended its

credit laws to include even rental agree­
ments with bona fide purchase options.
Since then, that statute has been de­

clared unconstitutional by an appellate
court in the state, and the matter is

currently on appeal before the Penn­

sylvania Supreme Court. In the mean­

time, the same bill has been reintro­

duced in the legislature and was re­

cently passed.
Regardless of the final outcome in

SPECIAL REPORT

Four More States Add
Rent·to·Own Statutes
Amendments to existing laws becoming more prevalent

(Editor's note: The author of this article has reviewed the status of rent-to-own

legislation annually for PROGRESSIVE RENTALS for the past three years. Readers

may wish to refer back to previous articles which review the earlier statutes in greater
detail. Those articles have appeared in the June/July 1987 and June/July 1988 issues.

Reprints are available upon request from the APRO office.)

By Edward L. Winn III

Introduction
Since the last annual review of rent­

to-own legislation, in theJune/July 1988
issue ofPROGRESSIVE RENTALS, four
more states - Florida, Nebraska, Mary­
land and Rhode Island - have added
rent-to-own statutes to their books. In

addition, two states - Iowa and Okla­
homa - reconsidered the rent-to-own

issue and amended their own laws.
This article will review those enact­

ments and analyze current issues in

bills that are pending around the coun­

try.
The Legal Services Corporation,

meanwhile, continues its assault on

state rent-to-own statutes even after

they are enacted. In a recent National
Consumer Law Center report, a legal
aid lawyter complained that"although
some consumer protections are often

provided by rent-to-own statutes ... the

statutes authorize very high rates of

charge and may diminish other con­

sumer protections." The article goes on

to explain how dealers, by complying
with state rent-to-own statutes, may be
able to avoid "formerlyvalid consumer
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claims and defenses. It is true that all
rent-to-own statutes explain what these
transactions are and distinguish them
from other kinds of consumer transac­

tions. This clarification, of course, takes

away the disguised credit sale argu­
ment from consumer advocates."

The new statutes bring the number of
states with rent-to-own legislation to

20. In addition to these states, there
remain at least five states with legisla­
tion pending - Minnesota, West Vir­

ginia, New Jersey, California and Ken­

tucky. There are also several states with
rent-to-own legislative activity antici­

pated in the near term - North Caro­

lina, Wisconsin and Connecticut.

There are three states, not including
Pennsylvania, which, in recent years,
have amended their retail installments
sales acts to include rent-to-own trans­

actions - North Carolina, Maine and
Minnesota. For the most part, dealers
in those states have abandoned pure
rent-to-own contracts and, instead, have
instituted rental agreements with bona
fide purchase options. In many cases

the contracts are still marketed as rent-

June - July 1989!PROGRESSIVE RENTALS
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Pennsylvania, be it purchase-options
or worse, that leaves 27 states with no

rent-to-own legislation whatsoever.
There are hundreds of dealers in these
states who are perfectly content with
an unregulated legal environment.

Many large dealers, and dealers of any
size who have defended consumer

lawsuits, prefer the safe harbor that
rent-to-own statutes provide even with
the administrative burdens and in­
creased costs associated with many of
these statutes.

Rent-Yo-Own Revisited:
Iowa and Oklahoma

It is not the case, as some industry
observers once thought, that rent-to­

own, once legislated, is not likely to be
revisited as a political issue. Repeated
legislative battles have long been the
rule in states where the originallegisla­
tion has not been perceived as solving
problems it addressed. The Pennsylva­
nia legislature in 1983 broadly rechar­
acterized rent-to-own transactions as

credit sales without the industry's
knowledge or input. The industry re­

sponse - rental agreements with bona
fide purchase options - was seen as an

attempt to slip through a loophole in
the law. Thus, the second devastating
rent-to-own enactment in that state in

early 1988. North Carolina rental deal­
ers shared a similar experience with

compromise rent-to-own legislation in
1983, and a bitter legislative struggle
on the same issue again in 1987. Dealers
were once again accused of having
found a loophole to jump through. New
York dealers got sari-factory compro­
mise rent-to-own legislation in 1986
with a two-times-cash-price rent-to­
own price cap. The very next year,
consumer advocates introduced a bill
to lower the price cap to the cash price
plus 25 percent. The legislature was not

ready to reconsider the rent-to-own

PROGRESSIVE RENTALS/June- July 1989

renewed. The Oklahoma statute does
not go that far, but there was some

initial misunderstanding about the
kinds and amount of informa tion rental
dealers were going to have to supply in
order to get a license to do business in
the state. The matter was resolved

administratively for the most part, al­

though the process is still cumbersome
from all reports. The new law clarifies
that a separate license is required for
each store location, but that no license
is required for home offices.

The amendments also impose limits
on dealers' "other charges" to custom­
ers. The old law placed limits on late

charges/reinstatement fees and deliv­

ery charges only. The new law adds
limits for returned check charges, proc­
essing fees and in-home collection fees.
The amendments go on to state that a

dealer may not charge a customer"any
other additional charges of any nature
whatsoever." This language may be
read to prevent dealers from allowing
customers to elect to buy leased prop­
erty insurance or to pay damage waiver
fees.

There is an inconsistency in the
amendments which may cause Okla­
homa dealers problems. The old law
limited late charges or reinstatement
fees to a $5 total, but allowed dealers to

charge daily fees up to the $5 limit. The
new law limits daily fees to $1 and has
added a cap of $3 for weekly payments.
As written, the statute is now inconsis­
tent, but conservative advice would

continued on next page

The Legal Services Corporation, meanwhile,
continues its assault on state rent-to-own stat­

utes even after they are enacted.
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issue so soon and the bill died in com­

mittee. Connecticut rental dealers, since
1981, have periodically sought to pass
favorable legislation or defend against
a bad bill. To date, the industry remains

unregulated in the state, and Connecti­
cut dealers know to expect future legis­
lative battles.

With the ink barely dry on the Mary­
land statute, that state's attorney gen­
eral has already pronounced himself
dissatisfied with the new law and has
stated his intention to introduce as yet
unspecified amendments next session.
Indiana rental dealers, in meetings this

spring, listened to their DCCC admin­
istrator explain how he wanted his
state's rent-to-own statute fine-tuned.

Two DCCC states, Iowa and Okla­
homa, amended their rent-to-own stat­
utes this spring. Iowa became the third
state to enact rent-to-own price con­

trols, and adopted the New York and
Ohio two-times the cash price formula
(see related chart). The new law also
clarifies that rent-to-own dealers are

subject to the state's Fair Debt Collec­
tion Practices Act.

The Oklahoma legislature amended
its one-year-old rent-to-own statute in
several areas. Oklahoma is the only
state to require that rental dealers be
licensed. Other retail businesses are

regularly required to be licensed -

small loan companies and pawnbro­
kers, for example. Licensing statutes
often permit extensive background
checks and ongoing supervision of the
owners before a license is granted or



caution dealers to cap weekly late

charges at $3. Following the South
Carolina example, the Oklahoma
amendments limit processing fees to a

one-time charge per contract and re­

quire dealers to choose between in­

home collection and late fees, as they
may no longer charge both. The statute

goes on to limit the number of times a

dealer can collect an in-home charge
(see related chart).

Yhe Name of Rent-Yo-Own:
Definitions

The industry has paid a price for its
insistence on using the phrase "rent-to­
own." Consumer advocates have ar­

gued persuasively that the industry's
own marketing efforts underscore the
true sales nature of the transaction with
the emphasis on ownership. As a prac­
tical matter, the furniture rental indus­

try is legally in the same business as

rent-to-own dealers. Furniture rental
contracts all have purchase options of
one form or another. Unless they have
an initial term longer than four months

even lower than in rent-to-own, it's a

good thing. The attorney general of
North Carolina has called rent-to-own

contracts"a cruel hoax" because so few

people keep the property to term (22 %-

25% according to North Carolina rental

dealers).
Despite what names the industry

might have chosen to avoid some of its

legal problems, the issue is all but
settled. The industry uses the phrase
"rent-to-own" everywhere, and the

public seems to understand how rent­

to-own contracts work. Even without
the blessing of a statutory designation,
the name appears to be here to stay.

All four statutes denominate the
transactions "rental-purchase," bring­
ing the number of states using that
term to 15. A rent-to-own contract is a

"lease-purchase" transaction in four
. states and a consumer lease in one.

The first six rent-to-own states -

Arkansas, Georgia, Massachusetts,
Michigan, South Carolina and Texas­
did not address the_ security interest
issue because when these laws were

being passed.- consumer bankruptcy
had not become the problem for the

industry that it is today. The more re­

cent statutes, mainly those passed in

1986 and later, have all addressed the
issue and included language clarifying
that a rent-to-own transaction is not a

security interest as defined in the Uni­
form Commercial Code. Even in the six

states without a clear exclusion from
the security interest language, dealers
don't always have a problem in bank­

ruptcy. In Georgia, for example, all three
federal districts have ruled that rent-to­

own contracts are "true leases" as

opposed to security interests and, there­

fore, dealers are able to recover their

property from a bankrupt customer. In

fact, the only place where there is a big
problem is the bankruptcy court in

As a practical matter, the furniture rental in­

dustry is legally in the same business as rent­

to-own dealers. Furniture rental contracts all

have purchase options of one form or another.

and thereby fall subject to the federal
Consumer Leasing Act, these furniture
rental contracts are subject to the same

laws as rent-to-own contracts. Re­

markably, however, the furniture rental

industry has never been subjected to

the intense legal and political scrutiny
that the rent-to-own industry has en­

dured. This may be due in part to the
customers' profile, but it also has to do
with the name the industry has chosen
for itself. The furniture rental industry
has never been accused of luring cus­

tomers into showrooms with the hope
of ownership. And with a "keep-rate"
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materially and willfully misrepresented any
information required under this chapter to

be disclosed to a consumer and the infor­
mation so misrepresented is material to the
establishment of the defendant's liability to

that consumer under this chapter, the ac­

tion may be brought at any time within
two years after discovery by the consumer

of the misrepresentation. [Compo at tr 4650.]
--�.

"

\
, [U 6210]

Sec. 6.1-369.10. Violations of chapter­
Enforcement. A. Each sale of the services

of a credit services business that violates

any provision of this chapter is a prohibited
practice under § 59.l-200.

B. If the Attorney General has reason to

believe that any credit services business, or

any salesperson, agent, representative, or in­

dependent contractor acting on behalf of a

credit services business, has violated any

provision of this chapter, the Attorney
General may institute a proceeding under

Chapter 17 (§ 59.1-196 et seq.) of Title 59.1
of this Code. [Compo at U 4650.]

CH. 17.4-lEASE-PURCHASE AGREEMENT ACT

As added by Laws 1988, Ch. 24, approved March 2, 1988, effectiue July 1, 1988

[U 6231] [U 6233]
Sec. 59.1-207.15. Title. This chapter may

be cited as the Virginia Lease-Purchase
Agreement Act.

[U 6232]
Sec. 59.1-207.16. Definitions. As used in

this chapter:
"Advertisement" means a commercial

message in any medium that aids, pro­
motes, or assists, directly or indirectly, a

lease-purchase agreement.
"Cash price" means the price at which

the lessor would have sold the property to

the consumer for cash on the date of the

lease-purchase agreement.

"Consumer" means a natural person who
rents personal property under a lease-pur­
chase agreement to be used primarily for
personal, family or household purposes.

"Consummation" means the time a con­

sumer becomes contractually obligated on

a lease-purchase agreement.

"Lessor" means a person who regularly
provides the use of property through lease­
purchase agreements and to whom lease

payments are initially payable on the face
of the lease-purchase agreement.

"Lease-purchase agreement" means an

agreement for the use of personal property
by a natural person primarily for personal;'
family, or household purposes, for an initial
period of four months or less that is auto­

matically renewable with each payment
after the initial period, but does not obligate
or require the consumer to continue leasing
or using the property beyond the initial
period, and that permits the consumer to
become the owner of the property.

Sec. 59.1-207.17. Inapplicability of other

laws--Exempted transactions. A. Lease­

purchase agreements which comply with
this chapter are not governed by the laws

relating to:

1. A home solicitation sale as defined in

§ 59.1-21.1;
2. A consumer transaction as discussed

in § 6.1-330.77; or

3. A security interest as defined in sub­
division (37) of § 8.1-201.

B. This chapter does not apply to the

following:
1. Lease-purchase agreements primarily

for business, commercial, or agricultural
purposes, or those made with governmental
agencies or instrumentalities or with orga-
nizations;

,

2. A lease of a safe deposit box;
3. A lease or bailment of personal prop­

erty which is incidental to the lease of real

property, and which provides that the con­

sumer has no option to purchase the leased
property; or

4. A lease of an automobile.

[U 6234]
Sec. 59.1-207.18. General requirements of

disclosure. A. The lessor shall disclose to
the consumer the information required by
this chapter. In a transaction involving
more than one lessor, only one lessor need
make the disclosures, but all lessors shall
be bound by such disclosures.

B. The disclosures shall be made at or

before consummation of the lease-purchase
agreement.

Consumer Credit Guide

[The next page is 54,659-3.]
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C. The disclosures shall be made clearly
and conspicuously in writing and a copy of

the lease-purchase agreement provided to

the consumer. The disclosures required
under subsection A of § 59.1-207.19 shall be

made on the face of the contract above the

line for the consumer's signature.
D. If a disclosure becomes inaccurate

as the result of any act, occurrence, or

agreement by the consumer after delivery
I of the required disclosures, the resulting

inaccuracy is not a violation of this chapter.

[1f 6235]
Sec. 59.1-207.19. Disclosures. A. For

each lease-purchase agreement, the lessor

shall disclose in the agreement the follow­

ing items, as applicable:
1. The total number, total amount and

timing of all payments necessary to acquire
ownership of the property;

2. A statement that the consumer will

not own the property until the consumer has

made the total payment necessary to acquire
ownership;

3. A statement that the consumer is re­

sponsible for the fair market value of the

property if, and as of the time, it is lost;
stolen, damaged, or destroyed;

4. A brief description of the leased prop­

erty, sufficient to identify the property to

the consumer and the lessor, including an

identification number, if applicable, and a

statement indicating whether the property
is new or used, but a statement that indi­

cates new property is used is not a violation

of this chapter;
5. A brief description of any damages to

the leased property;
6. A statement of the cash price of the

property. Where the agreement involves a

lease of five or more items as a set, in one

agreement, a statement of the aggregate
cash price of all items shall satisfy this re­

quirernent;
7. The total of initial payrnerrts paid or

required at or before consummation of the

agreement or delivery of the property,
whichever is later;

8. A statement that the total of pay­

ments does not include other charges, such

as late payment, default, pickup, and rein­

statement fees, which fees shall be sep­

arately disclosed in the contract;

9. A statement clearly summarizing the

terms of the consumer's option to purchase,
including a statement that the consumer has

the right to exercise an early purchase

Consumer Credit Guide

option and the price, formula or method for

determining the price at which the property
may be so purchased;

10. A statement identifying the party re­

sponsible for maintaining or servicing the

property while it is being leased, together
with a description of that responsibility,
and a statement that if any part of a manu­

facturers express warranty covers the lease

property at the time the .£..onsumer acquires
ownership of the property, it shall be trans­

ferred to the consumer, if allowed by the

terms of the warranty;

11. The date of the transaction and the

identities of the lessor and consumer;

12. A statement that the consumer may
terminate the agreement without penalty by
voluntarily surrendering or returning the

property in good repair upon expiration
of any lease term along with any past due

rental payments; and

13. Notice of the right to reinstate an

agreement as herein provided.
B. 'With respect to matters specifically

governed by the Federal Consumer Credit
Protection Act, compliance with such Act

satisfies the requirements of this section.

[1T 6236]
Sec. 59.1-207.20. Prohibited practices. A

lease-purchase agreement may not contain:

1. A confession of judgment;

2. A negotiable instrument;

3. A security interest or any other claim

of a property interest in any goods except
those goods delivered by the lessor pursuant
to the lease-purchase agreement;

4. A wage assignment;

5. A waiver by the consumer of claims

or defenses; or

6. A provision authorizing the lessor or

a person acting on the lessor's behalf to

enter upon the consumer's premises or to

commit any breach of the peace in the

repossession of goods.

nr6237]
Sec. 59.1-207.21. Reinstatement. A. A

consumer who fails to make a timely rental

payment may reinstate the agreement, with­

out losing any rights or options which

exist under the agreement, by the payment
of 0) all past due rental charges, (ii) if

the property has been picked up, the rea­

sonable costs of pickup and redelivery, and

(iii) any applicable late fee, within five days
of the renewal date if the consumer pays

Virginia � 6237
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monthly, or within two days of the renewal
date if the consumer pays more frequently
than monthly.

B. In the case of a consumer who has
paid less than two-thirds of the total of
payments necessary to acquire ownership
and where the consumer has returned or

voluntarily surrendered the property, other
than through judicial process, during the
applicable reinstatement period set forth
in subsection A of this section, the con­

sumer may reinstate the agreement during
a period of not less than twenty-one days
after the date of the return of the property.

C. In the case of a consumer who has
paid two-thirds or more of the total of pay­
ments necessary to acquire ownership, and
where the consumer has returned or volun­
tarily surrendered the property, other than
through judicial process, during the appli­
cable period set forth in subsection A of
this section, the consumer may reinstate
the agreement during a period of not less
than forty-five days after the date of the
return of the property .

D. Nothing in this section, shall prevent
a lessor from attempting to repossess prop­
erty during the reinstatement period, but
such a repossession shall not affect the
consumer's right to reinstate. Upon rein­
statement, the lessor shall provide the con­

sumer with the same property or substitute
property of comparable quality and condition.

Virginia
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[IT 6238]
Sec. 59.1-207.22. Receipts and accounts.

A lessor shall provide the consumer a writ­
ten receipt for each payment made by cash
or money order.

nr 6239]
Sec.. 59.1-207.23. Renegotiations and ex­

tensions. A A renegotiation shall occur when
an existing lease-purchase agreement is
satisfied and replaced by a new agreement
undertaken by the same lessor and con­

sumer. A renegotiation shall be considered
a new agreement requiring new disclosures.
However, events such as the following shall
not be treated as renegotiations:

1. The addition or return of property in
a multiple-item agreement or the substitu-

U 6238 Virginia

518 3�2.B8

tion of the lease property, if in either case

the average payment allocable to a payment
period is not changed by more than twenty­
five percent;

2. A deferral or extension of one or

more periodic payments, or portions of a

periodic payment;

3. A reduction in charges in the lease
or agreement; and

4. A lease agreement involved in a court
proceeding.

B. No disclosures are required for any
extension of a lease-purchase agreement.

[U6240]
Sec. 59.1-207.24. Advertising. A If an

advertisement for a lease-purchase agreement
refers to or states the dollar amount of
any payment and the right to acquire own­

ership for anyone specific item, the adver­
tisement shall also clearly and conspicuously
state the following items, as applicable:

1. That the transaction advertised is a

lease-purchase agreement;

2. The total of payments necessary to
acquire ownership; and

3. That the consumer acquires no owner­

ship rights if the total amount necessary to
acquire ownership is not paid.

B. Any owner or personnel of any medium
in which an advertisement appears or through
which it is disseminated shall not be liable
under this section.

C. The provisions of subsection A of
this section shall not apply to an advertise­
ment which does not refer to or state the
amount of any payment, or which is pub­
lished in the yellow pages of a telephone
directory or in any similar directory of
business.

....

":::.
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nr 6241]
Sec. 59.1-207.25. Enforcement-Penal­

ties.. Any violation of this chapter shall
constitute a prohibited practice under the
provisions of § 59.1-200 and shall be subject
to any and all of the enforcement provisions
of Chapter 17(� 59.1-196 et seq.) of this title.
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TRIB Group
The Rental Industry Buying Group

Serving Over 700 Stores

TRIB stands for "The Rental Industry Buying" Group. With over 700 stores
nationwide, TRIB provides its members with'chain store' buying power, enabling
us to combine lower prices with personal service. This means better quality
merchandise and more value for our preferred customer.
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kinds of notices that appear in other

regulated �onsumer contracts, particu­
larly consumer credit sales. (The Cali­
fornia Attorney General's office wanted
a disclosure there warning consumers

tha t if they shopped around they could

probably find a better deal elsewhere.)
Three states - Illinois, New York

and Texas - require dealers to have
written contracts translated in all of the

Tuscaloosa, Ala. The judge there has
ruled repeatedly in favor of consumers

against rental companies and has been

upheld by the federal district court

judge. A few dealers have gone to rental

agreements with bona fide purchase
options in an effort to overcome the
anti-rent-to-own bias in the bankruptcy
court. Most recently the bankruptcy
judge has ruled that even those kinds of
contracts are security interests instead
of true leases, although his reasoning is

faulty and almost certainly cannot

withstand an appeal.
Passage of Article 2A, The Uniform

Personal PropertyLeasing Act, will help
resolve the issue where it remains con­

tested since that uniform proposal
rewrites the definition of a security
interest and specifically excludes no

obligation leases from coverage. To the
extent that dealers in one of the six

states with the oldest rent-to-own stat­

utes ever have occasion to revisit their

laws, dealers are advised to try to amend
the definitional section of their statutes

to fix this problem along with whatever
other changes they are promoting.

law as a separate document to accom­

pany their rental agreement or whether

they will incorporate the model form
into the contractural document itself.
Either method should satisfy the stat­

ute's dictates.
Florida and Nebraska join Michigan,

Iowa and Ohio in requiring a statutory
notice to appear on the rental agree­
ment (see related chart). The kind of
notices which have become law are

relatively benign and track closely the continued on page 40
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"Don'tJust Buy A Good
Computer System"

BUY THE BEST!-
WE'RE

II DIFF�[f�1J II
"Because We're Better"

Disclosures in the New
States: Florida, Nebraska,
Maryland, Rhode Island

None of the four new states to have
enacted rent-to-own legislation -

Florida, Nebraska, Maryland and
Rhode Island - saw fit to go far afield
from rent-to-own statutes previously
enacted (see related chart). Florida and

Maryland track most closely the Vir­

ginia statute's contract disclosure agree­
ments. Nebraska borrows heavily from
the original version of the Iowa statute.

Rhode Island uses parts of the Federal
Consumer Leasing Act, similar to the
Massachusetts version of rent-to-own

legislation. The Maryland statute, in

contrast, has added several unique
regulatory features.

Four states - Alabama, Michigan,
Georgia and Maryland - have model
disclosure forms written into their laws.
In three states, use of these forms is

permissive and dealers may use the
form or make disclosures in their own

style as long as they comply with the
statutes. The new statute in Maryland,
however, states that dealers must use

the model form. It is too soon to tell
whether dealers will use the form in the

i]'ARentaJ Systems, Inc.
•
•

------...--,_-�-�----..-- .. -,..-_
--------------- -----

- - -- ---_- - -

- - - - -_---_---_-_,_ - - _- - -_- __ --

-------------

A COMPLETE MANAGEMENT SYSTEM
FOR RENT TO OWN DEALERS

VISIT US AT THE
APRO CONVENTION

BOOTH NO. 118
Write or Call

4M Rental Systems, Inc.
P.o. Box 56872

New Orleans, LA 70156-6872

(504) 821-9600
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RENT·TO·OWN RESULTS
with America's Recognized Favorites

From great sounds to kitchen
and laundry convenience, you
can count on plenty of "floor
action" when you offer
America's recognized #1 best

selling favorites ... Sears and
Kenmore.

You'll find just the right product
for all your rent-to-own
customers. Cooking to laundry
day Kenmore appliances offer
the latest features for

performance and convenience.
And, a winning sales beat is a

Sears big sound audio system
for tape, disc, and records.

Best of all, when you offer a

Sears product, it's backed by our

promise ... Satisfaction
Guaranteed or Your Money
Back. That's the real important
difference people recognize with
America's favorites ... Kenmore
and Sears! Let it sell for you!

For more information, call
Gerry Ward, National Sales Manager or

Zach Elkin, Marketing Manager of Appliances
1-312-875-0365

Visit Us at the APRO Convention
in Washington, DC, Aug. 9-13

Booths 1211, 1213



Rental-Purchase Regulation
Comparison S"te by StCita

Orig. ERB,
Proposal* HR

RTO Contract Disclosures (SB 1151) 2537** GA** �* SC*

1. Description of the leased property
(VA requires a descrifiofl of any

X X Xdamages to property X X

2. Whether the prolerty is new or

used (GA, MI, A ,FLr and OHallow
"new or previously rentedt�easedfl) X X X X X X

3. lnipaJ,payment (compare
doW':1i'l payment on ins�aB

x X Xsales)
4. Amount and timing of payments

(weekly or monthly rates) X X X X X X

5. Amount of "Other Charges" X X X X X

6. Explanation of purpose of "Other
X X X X XCharges"

7. Limit on "Other Charges"-
must be "reasonably related,'l£?
the �stLf

8. Explanation of risk or loss: Irri:ntg
term of agreement X X X X X

9. Statuto� limit on consumer risk
of loss ( air market value, cash
price, or other limit) X X X

10. Explanation or notice of reinstate-
ment rights of consumer X X X

11. Explanation of service and +1\ain-
tenance responsibilities X X X X

12. Statel'flellt concerning haw; e,e�

mens can be terminated
13. Total cost of obtaining ownership

via rental- or lease-purchase plan X X X X X X X X

14. Statement that the total cost does
not include other charges X X

15. Disclosure of any early buy-out
options or formulas X X X X X X

16. Early buy-out required by statute X X X

17. Disclosure of manufactures' ar-

ranty ooverage after own Xi X$ X
18. Cash price (or fair market value) X X X

19. Cost of lease service (difference
between rental- or lease-purchase
price and cash price) X

20. Statement that the transaction is

regulated under state law X
21. "No Equity" statement X X X X X X

22. Statement of any fees or taxes

payable by lessee X
23. Statement of amount of an]11essee

lialDility at tend of lease term. (com,

fcate with termination penalty in

eng-term lease) X
24. Description of any insurance re-

quired of lessee X

25. Description of any security interest
retained by lessor X X

26. Statement that consumer may; ter�
Jl1i:fl!�e at any time wlthout, �enaHy X

27. That consumer not be reqllir.ed to

purchase insurance from merchant
28. Any in-horne collection charge

must be diseosed and separately
agreed to

29. Descri-Etion of any insurance paid
for by essor X

*Rental-Purchase Agreement
**Le xooase Agreement
*-c ase

tStatute ires the warranty to be R
'Lessor. required to provide maintenance
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AR* IN* 11\*' .IL* VA** 'OJEf** OK* MO* FL* �E* MD* RI*

X X X X X X X X

X X X X X X X X X X X X X

X' X X )t X

X ''2< X X X X X X X X X X X
X X X X X X X X X X

X X X X X X X

X X

X X X X X X X X X X

X X X X X X X

X X X X X X

·X X X X X1 X

X X X X

X X X X X X X X X X X X X

X X X

X X X X X X X X X
X X X X X X X

.X$ Xt )($ X Xt X X

.� X·· X X X X X X X

X
X
X X

X
x X X X X X X

x x

X

X

X X X X X X X

X X X X X

X X
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Specifications on Fees and Payments
Item GA MI SC TX AL NY AR TN

1. Late Charges/Reinstatement Fee�t
Delinquency Charges permitted Yes Yes Yes Yes Yes 1i'�$" Yes Ye's Yes
Statutory amount (per missed

payment): $5 max. Lesser of $4/monthly $2-$5 Greater of
5% or $5 $2 Iweekly $3 or 10%

weekly or

R Greater of
$5 or 10%
monthly

Grace Period on late fees, etc.

Monthly 5 bus. days 7 days 7 days

Weekly 3 bus. days 7 days 3 days

2. Separate Reinstatement Fee

permitted Yes

Statutory Fee Limits:

3. In-Home Collection Fees permitted Yes Yes Yes Yes Yes )(�§ Yes ''Yes Yes

Statutory Fee Limits:

Monthly

Weekly

4. Processing Fees permitted
Statuatory Fee Limits:

5. Delivery Charges permitted
Statutory Fee Limits:

6. Redelivery Fee after Repossession
permitted

7. Fees or Penalties for Return of the
Merchandise or Termination of the

Agreement permitted

8. Security Deposit permitted

9. Final"Balloon Payments" permitted

10. Requiring Insurance to be Purchased,
from RTO Dealer

11. Limits on Rent-to-Own pricing

$7 per trip
(limit 3

trips per
6 months)

$7 per trip
(limit 6

trips per
6 months)

Yes No Yes*
$5 per

agreement

Yes Yes Yes*
$15-5 items

orless
$45-more

than 5 items

Yes Yes Yes

No No No

Yes Yes Yes

Yes No Yes

No No No

RTO price
cannot be

greater
than 2.22

times
cash

price
*Option of processing fees or deliver charges, but cannot charge both.

34

Yes Yes Yes Yes Yes

Yes Yes Yes YesYes Yes

Yes Yes Yes

Yes Yes Yes No Yes No

Yes Yes Yes Yes Yes

No Yes Yes No Yes Yes

No No No No No No

RTO price
cannot be

greater
than 2
times
cash

price
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IN IA fL VA OH OK MO FL NE MD RI

Yes 'Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

$5/mon. $5/mon. $5 max. $5 min. $5 max. $5 max. $25 Imax. mo. $5 max.

$3/week $3/week $31weekly $3/week

5 days 5 bus. days 5 bus. days 3 days 5 bus. days

3 days 3 bus. days 3 days 2 bus. days

Yes Yes Yes Yes

$5 $5 $5 max. $'5 max.

Yes Yes Yes Yes Yes Yes Yes Yes Yes

$10 $7 $10
(None if (none if

late charge late

assessed) charge
assessed)

$7 per trip
(limit 3

�ips per
�··months)

$7 per trip
(limit 3

trips per
6 months)

Yes* Yes* Yes Yes No Yes Yes Yes Yes Yes

$10 per $10 per $10 per to $lO per
agreement �qeemept agreement a�e�ment

Yes* Yes* Yes Yes No Yes Yes Yes Yes Yes

$10 $10 $10
($25-more ($25-more

than 5 items) than 5 items)

Yes Yes Yes Yes Yes Yes "Xes

No No Yes Yes No Yes Yes No Yes

Yes Yes No Yes Yes Yes Yes Yes

Yes No No Yes NQ Yes No Yes Yes

No No No No No No No Yes

RTO price RTO price
cannot be cannot be

greater greater
than 2 than 2

times cash times cash

price price
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Reinstatement Rights
'Cure Period'

Item

1. Weekly payments

2. Monthly Payments

3. Statutory "Cure Period"
after notice before suit
can be filed

Monthly

Weekly

36

Orig. FRB

Proposal
(SB 1152)

None

None

HR
2537

2 days
then 21

or 45 days
depending
on number

of rental

payments
made

GA MI

21 days 21 days 60 days

5 days 90 days 90 days 60 days
then 21

or 45 days
depending
on number

of rental
payments

made

SC tlFX AL

7 day 2 days
then 30 then 30

more days more days
if returned if returned

&5

None

NY

7 days
then, if

property
returned
30, 60, or

180 more

days
depending
upon rental

payments
made

'AR
3 business
days then
30 more

4ars

15 days 5 days
then 30 then 30

�ore days more days
.

rty if property
d returned

None 15 more

days then
if property
returned
30, 60 or

180 more

days
depending
upon rental
payments

made

June-July 1989/PROGRESSIVE RENTALS



TN VA OR OK MO IN IA FL NE MD Rf
2 days 7 days 2 days 21 days 2 days 21 days 60 days 60 days 60 days 3 business 2 days 21 daysthen, if then 30 then 21 then 30 days then then 21

property more days or 45 more more days if property or 45 more
returned, if days if returned days30,90, or rt:v depending property 30,90,oir depending180 more red on. rental returned 180 IR(l)t(i on rental

lli Giays payments days paymentsaepending made depending made
upon rental

upon rental
.� payments payments

made made

5 days, 5 days 90 days 2 days 90 days 60 days 60 days 60 days 5 days then 5 days 90 daysthen if then 21 then 30 if property then 21
'property s or 45 more more days returned, or 45 more
're�urned, days if 30, 90; or days30, 90, on erty depending property 180 more depending180 more reffimed on rental returned days on rental

days payments depending paymentsdepending made upon rental made
upon rental payments
payments made

made

5 bus. days

3 bus. days
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Advertising DisclQsures
Orig.

Proposal
(SB 1152)

HR
2537 GA MI SC IX AL MA NY

Reference to Reference to Rental rate Rental rate Reference to Reference to Reference to Reference to Reference to Rental-
or statement or statement due at start due at start or statement or statement or statement or statement or statement purchase
of a rental of a rental of.lease of a of lease of a rental of a rental of a rent1\). of a rental of a .rental agreement

rate rate specific item rate rate rate rate Fate

OR OR OR OR OR OR

Reference to Reference to Reference to Reference to Reference to No down Reference to

a rate to RID of a RID of a RTO of a RTO ofa payment RTO of one

acquire specific item �pecific item specific itetyt specific itent item

ownership
Disclosures - must make all of the following disclosures:

(A) ID trans- ID trans- Amount of Amount of ID trans- 10 trans- ID trans- ID trans- ID trans- Transaction
action as action as initial initial action as action as action as action as a action as as a rental-
anRTO an RIO payment due pctyment due anRTO anRTO anRTO lease rental- purchase

agreement agreement agreement agreement agreement purchase agreement
agreement

(B) Total of Total of Amount of Amount of Total of Total and Total and Total initial Total and

payments payments R;eriodic periodic payments number of number of payment due number of

necessary to necessary to payments payments "l1ecessary t� payments payments pa;>ments
acquire acquire acquire necessary to necessary to necessary to

ownership ownership ownership acquire acquire acquire
ownership ownership ownership

labelled
"total cost"

(C) No equity No equity All other Cost of lease No equity No equity Security Availability
statement statement charges service statement statement deposit, if of early

applicable buyout
ownership

(D) Total of all Total of all Number, options
payments payments amounts and

necessary to necessary to timing of

acquire acquire payments
ownership ownership

ll. Triggering Term(s) - AND, if the advertisement also contains the following items, then the disclosures listed below must
also appear in the advertisement:

1. Triggering Term(s) - If an advertisemlht contains these items, rfren the disca�smes listetl below must also appear: ttl the
advertisement.

Amount of
lease

payments
and rate

necessary to

acquire
ownership
of a parti­
cular ifem

Disclosures

(E) Total of

payments
necessary to

acquire
ownership

Early buyout
formula
rental­

purchase
agreement
No equity
statement

AR

(F)

(G)

38

Multiple
items and

rate
information

New or used

ID trans­

action as

rental­
purchase
agreement
No equity
statement
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TN OH RIOK MO NE MDIL VA IA

Reference to Reference to Reference to Reference to Reference to Reference to Reference to Reference to Reference to
or statement or statement or statement or statement or statement or statement or statement or statement or statement

of a of a rental of a rental of a rental of a rental of a rental of a rental of a rental of a rental
rental rate rate rate rate rate rate rate rate rate

OR OR AND AND OR OR OR AND OR

Reference to Reference to Reference .. to Reference to Reference to Reference to Reference to Reference to Statement tIwt
RTO RTO RiO RTO of a RTO of a RIO of a RTOofa RTO of a no initialpay-

of a specifiQ1 of a specific of a specjfi�' sFec;1f4�'ite.m specific item speci£ic item specific iteI¥ �pecifJ(l item .mentreq�tl\
item item item or statement or statement

of a rental of a rental

10 trans- 10 trans- 10 trans- Amount of 10 trans- 10 trans- 10 trans- 10 trans- 10 trans- ID trans-
action as a action as action as initial action as action as action as action as action as action as

rental- anRTO anRTO payment due anR1D anRTO a rental- as a rental- as a rental- a lease
purchase agreement agreement agreement agreement) purchase purchase purchase

transaction transaction transaction transaction

Total of Total and fotal of Total of Total of Total
payments number of £ayments payments payments initiaa

necessary to payments rieoessaty to necessary to' .necessary to payment cl'1:l�
acquire necessary to aaquire acquire acquire

ownership acquire ownership ownership ownership
ownership

No equity
statement

Security
deposit if

applicable

No equity
statement

No equity
statement

No equity
statement

Total number
of payments
necessary to

acquire
ownership Number,

amounts and
timing of
payments

(¥el1ow
Pages

exception)

Amount of
lease pay­
ments and

rate necessary
to acquire

ownetship.,�f
a particular

item

Total of
payments

necessary to

aoqu;i:re"
ownership

Early o-uyout
formula
rental­

purchase
agreement
No equity
statement'
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continued from page 30
Rental dealers ... must pay attention to the mar­

ketplace because of the doctrine of unconsciona­

bility. This doctrine allows judges to review con­

sumer and other contracts to determine whether
the contract is so unfair against one party that it

'shocks the conscience of the court.'

languages in which the dealer adver­
tises. To date that has meant that some

dealers in these states have had to draft
rent-to-own agreements in Spanish.

Price Tag Disclosures
Maryland joins Michigan, New York

and Ohio by requiring that all property
on display in a rental store have price
tags on them (see related chart). The

Maryland disclosures differ slightly
from the other three states, but are in­
tended to encourage consumers to shop
around. It is true that the practice of

making full disclosure in the store is

not a widespread practice in the indus­

try. At most, dealers will mark prop­
erty with the rental rate. Maryland and
New York require the total rent-to-own

price disclosure to appear on displayed
property, although that number ap­
pears on all contracts in regulated states.

Price Controls
Iowa, with its 1989 amendments to

the rent-to-own statute there, became
the third state to impose price controls
on the industry. Iowa followed the lead
of New York and Ohio by limiting the
rent-to-own price to two times the origi­
nal cash selling price. Rental dealers
are free to set their own cash prices, but
must pay attention to the marketplace
because of the doctrine of unconsciona­

bility. This doctrine allows judges to re­

view consumer and other contracts to

determine whether the contract is so

unfair against one party that it "shocks
the conscience of the court." One factor
to be considered is price. A Connecticut
trial court in 1979 ruled that a rent-to­

own contract was indeed unconscion­

able because of several factors includ­

ing the rent-to-own price when com­

pared to retail pricing. On the other

hand, a Kansas appellate court ruled in

1982 that rent-to-own pricing was not

in and of itself unconscionable. The

danger to rental dealers in New York,
Ohio and Iowa particularly is that they
determine a desired rent-to-own price

$" FI,ORIDA

MICHIGAN

IOWA

• It�oti�e: Il;t�s leas;e-puF�e at�€m€nt �p,.r€�
priVate l�gal �cti9!fl?"

NEBKA�KA
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WHEN YOUIiJOKFOBA C01lPUTEll FOB YOUB BUSINESS,
'k DONTJUST IiJOKATCOMPUTEllS. • •

LOOll1l1SOLmONS!
• Rent To Own

.. • Video Tape Rental
• Retail Point of Sale
• Time and Attendance

Payroll Management
• Financial Accounting

RENTAL AND SALES
SOFTWARE SYSTEMS

WE DO 'TALL!

• Complete Rent To Own Management
System

• Complete Retail Point of Sale Control
• Complete Video Tope Rental

Management
• Time and Attendance Payroll

Management
• Complete Financial Accounting

\ I

",-:'" ',/'
In Use/?Since

\.

'> 1979 '{I\t\N \

• Hardware-
• Software

..
• Support
• On Site Installation

and Training o 6SSS .=:1

VISIT US
AT THE

APRO
CONVENTION
OOTHS 517, 519

1·800·334·5224
I n Texas Call:

512-851-8709 (Collect)

RSSS PROVIDES ALL HARDWARE,
SOFTWARE AND SUPPORT 457 Robert Drive • Corpus Christi, Texas 78412

RENTAL & SALES RSSS.-wSOFlWARE SYSTEMS �
Les Fe/dser
President

INSTALLATION AND TRAINING
AT YOUR LOCATION



MICHiGAN

1. Cash price Cash p:t;i,GB

2. Araeortt of a

periodic
payment

Numbir€>i
pay.

4.

by using a multiple of wholesale cost

and then simply dividing by two to

determine the cash price without shop­
ping retail pricing. If, for example, the
desired return on a 19-inch color port­
able television is $1,100 over 18 months
and the retail price range for the same

TV in the market is $199 to $299, a

dealer who set a cash price at $550,
which is $249, or 83% higher than the

highest price in town, may well be at

risk to allega tions ofprice unconsciona­

bility.
Of course, the most difficult items to

price for rental dealers are the high
turnover, highly discounted electron­
ics products - smaller TVs, VCRs and,
to a lesser extent, microwaves. The retail

price spread on most other items is

greater and dealers can price most other

products in line with retail. At least one

dealer in Ohio has gotten a complaint
from the Better Business Bureau that
the cash price for a 19-inch color port­
able TV was "too high."

There is no reason that rental dealers
must compete with the power retail
discounters in their markets when de­

termining cash price. There is no rea­

son that a rental dealer cannot have the

highest prices in town. Bu t dealers need
to be aware that there is an upper limit

42

- the doctrine of unconscionability.
Price unconscionably lawsuits are rare

and plaintiffs have a difficult burden of

proof. Nonetheless, such cases have
been brought against rental dealers and
the industry can expect more in the
future.

In addition to the cap on rent-to-own

pricing in New York, Ohio and Iowa,
those three states also have statutory
early buy-out formulas at a prescribed
rate. All three states require the dealer

to offer a buy-out price equal to the

cash price less 50% of all rental pay­
ments made. Michigan requires a buy­
out price equal to the cash price less at

least 45% of all rental payments made.
This formula has the effect of limiting
the total rent-to-own price to 2.2 times

the cash price. South Carolina and
Nebraska require a buy-out price equal
to the difference between the total rent­

to-own price and the total of rental

payments made multiplied by55%. This

formula, because it does not work di­

rectly off of the cash price, does not

directly control rent-to-own pricing,
since there is no necessary relationship
between the cash price and the rent-to­

own price.
An interesting question in all of these

states is the duty, if any, a dealer has to

remind a customer late in the contract

of the availability of an early buy-out
formula. In a 50% early buy-out state,
for example, at the beginning of the �

17th month, a customer could make
another rental payment of, say, $50 or

pay the same amount of money, exer­

cise an early buy-out option and own

the property. Most dealers have con­

cluded that they have no affirmative ,._

duty to remind customers of the early
buy-out formula, since the details are

fully disclosed in the agreement. More­

over, the same economics are available
in the 16th month, the 15th month and
so on, although the example is most "

dramatic in the 17th month of an 18-
month agreement in a 50% state.

Florida and Maryland join Georgia,
Indiana and Virginia in requiring that a

rent-to-own agreement contain an early
buy-out formula without regulating the ..

specific percentage of the formula or

how it is to operate.

Advertising
There is an issue in advertising by the

way the term is defined in many of the

statutes. The Iowa statute states that

advertising includes in-store merchan­

dising aids, price tags, etc., in addition
to media advertising. A few states -

Alabama, Arkansas and Maryland­
clarify that rent-to-own advertising
does not include in-store merchandis­

ing. The other states leave unsettled the

issue whether dealers must make dis­

closures if any of the advertising trig­
gers appear in the store. Dealers will

wi

argue against making such disclosures
since they tend to clutter eye-catching
POP (point of purchase) displays.
However, to the extent that consumer

protection statutes, like rent-to-own

statutes, are intended to be liberally
construed in order to provide maxi­

mum protection for consumers, it

would not be difficult for a court to

conclude the intent of the advertising
disclosure sections encompasses all
information that a dealer imparts to a

�

potential customer to close the deal,
including in-store merchandising aids.
To date there have been no challenges
to the lack of disclosures and, presuma­
bly, dealers in Iowa at least have the

proper information disclosed in their

stores.

June- July 1989/PROGRESSIVE RENTALS



 



Advertising continues to be a confus­

ing issue for rental dealers. The variety
of disclosures mocks any attempt at a

multi-state campaign successfully
complying with all the disclosures in
each state. Dealers who are complying,
or who think they are, become incensed
when they see the ads of competitors in

flagrant violation of the law. They be­

lieve, and rightfully so, that making the
disclosures puts them at a competitive
disadvantage against a dealer who
makes no disclosures. They think cus­

tomers may be more attracted by an

advertised rock-bottom weekly rental
rate of, say, $7 if there is no mention of
the total cost of ownership. In most

states, advertising the rental rate of an

item triggers the set of three disclo­
sures which most often includes the
total rent-to-own price.

Noncompliance with the advertising
sections of state statutes is a huge prob­
lem for the industry. For the moment

dealers seem to be calling one another
or the trade association. If willful non­

compliance continues, then some deal­
ers will start phoning attorney gener­
als' offices and other enforcement bu­
reaus. It is going to be an expensive
lesson for a few dealers to learn that
these rent-to-own statutes have teeth.

Repossession
All of the rent-to-own statutes state

that a dealer may not breach the peace
to recover merchandise. The precise
definition of what constitutes a breach
of the peace will depend on the facts of
each case and will vary slightly de­

pending upon state law. Essentially,
though, collectors have an affirmative

duty in nearly every state to retreat

from all collection efforts at the first

sign of hostility or confrontation. In

many states, entering a dwelling with­
out the contemporaneous consent of
the occupant is a breach of the peace
even without any confrontation and

may also constitute the crime of break­

ing and entering. The laws regulating
self-help repossessions have been well

developed around the country, and the
state rent-to-own statutes do not deal
with the issue in detail.

A few state statutes do insert proce­
dures dealers must follow before they
44

Dealers everywhere are

learning that rent-to-own

is going to be regulated
and that they ignore the

regulatory process at their

peril.

can file suit against defaulting custom­

ers. South Carolina and Iowa both re­

quire rental dealers to give consumers

written notice of their right to cure a

default on a prescribed form which

appears in the statute. Iowa dealers

only need to give the notice once dur­

ing each 12-month period; South Caro­
lina dealers once during the term of the

agreement. Both statutes state that
before dealers can file suit against cus­

tomers, they must give the notice. The
notice requirement does not affect a

customer's right to return the property
voluntarily or a dealer's ability to seek

peaceful self-help repossession.
In the new Maryland statute dealers

must give all customers notice of their
reinstatement every time they pick up
property. There may be some inconsis­

tency in the statute's reinstatement

timing requirements. In the section on

reinstatement, customers are given two

days onweekly accounts and five days
on monthly accounts to make all past
due payments or return the property to

reinstate. If the customer returns the

property during that time, then the
reinstatement period is extended from
21 to 45 days after the date of return

depending on the number of payments
made. The notice requirement, how­
ever, states that a customer has 15 days
from the date of repossession to rein­
state. The statute may be making a

distinction between voluntary surren­

der of the property by a consumer and

repossession by a dealer. But in reality,
that is a difficult distinction to make.
Cautious dealers in the state will elect
to be flexible when they pick up prop­
erty under any circumstances and al-

Summary

low consumers the most liberal rein­
statement rights that can be read into
the statute, preferring to hold the books

open on a customer a little longer rather 't

than risk a lawsuit.

The rental industry continues to en­

joy remarkable success in getting rea­

sonable rent-to-own legislation enacted
at the state level. There are still indus­

try opponents who decry these state

statutes and lament the "legalization"
of rent-to-own. For the most part,

�

however, these have become isolated
and ineffective voices in the political
arena.

On the horizon are new issues which
dealers are having to face in the legisla­
tive process - and painful price con­

trols is only one. Some consumer advo­

cates, acknowledging the right of the

rent-to-ownindustrytoexist, want new

controls placed on dealers' ability to

shift risk of loss on to customers; deal­
ers' ability to sell leased property insur­

ance; and dealers' rights to terminate
contracts even with the protections that
reinstatement affords.

The industry can expect to enjoy fu­
ture success in state legislatures and

possibly at the federal level with some

tightening ofcurrent regulations. Some
of the states that passed rent-to-own

statutes early on will likely see the issue
revisited and dealers in those states

will have to pay close attention to the
amendments proposed. The amend­
ment in Iowa, as originally introduced,
would have restricted dealers' pricing
to the cash price 'plus an 18% add-on.

Dealers everywhere are learning that
rent-to-own is going to be regulated
and that they ignore the regulatory
process at their peril. Fortunately, the

industry is becoming increasingly re­

sponsible, and more and more dealers
are accepting their roles as long-term
industry players and participants in
the political process.

PR

Edward L. Winn II1 is general counsel for
APRO and a regular contributor to PRO­
GRESSIVE RENTALS.
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Imagine being able to tell at a

glance: the exact status ofyour
entire inventory, which accounts
are delinquent at that moment,
what your cash flow will look like
next week, next month and next

quarter, and which advertising is
most effective. With such infor­
mation at your fingertips, it's easy
to see how you could enhance the
profitability ofyour business.

"How to conduct a more profitable
rental business" is a free booklet
that illustrates the tremendous
increases in efficiency, control and
timely access to vital information
that result from choosing the right
computer system.

Increased efficiency lets you get
more accomplished with less

effort. And perhaps, fewer staff.
Improved control helps reduce
the risk ofloss due to theft, or due
to the violation ofyour policies
regarding late charges, due dates I

-

-Looking for in��d profit?
-

and bank deposits. Timely ....---.........----. Send for this free booklet.

access to information allows �.;;
you to make faster, more

accurate decisions on matters
that impact the profitability of
your business.

coupon and mail it to CRIS Systems
Inc., 4099 McEwen, Suite 440,
Dallas, TX 75244.

Find out what computerization
can do for you. Fill out this coupon
and send it to eRIS Systems Inc.,
4099 McEwen, Suite 440, Dallas,
TX 75244. For faster service call
1-800-446-3602.

NameIfyou haven't yet automated your
business, send for this booklet. It
will help you understand the
benefits ofcomputerization and
show you what to look for when
choosing a system. Ifyou already
have a computer system, the
booklet might help you improve
your system's performance. Call
1-800-446-3602, or clip the

Company

Address

City State Zip

Systems, Inc.

Your Partner in Profit.



continued from pa/?e 22
trade creditors, the IRS, etc.) can be
forced to wait with no payments until
the plan is approved by the Court. Cer­
tain others must be paid at least post­
petition contract debt =Iandlords of the

shopping center leases, vehicle leases
and sales contracts, equipment leases,
the yellow pages ad, etc.

Therefore, the stay really only delays
certain prepetition debt, and Ron's RTO
must pay for the essentials as the

proceedings continue. This is not to say
that the broader picture in not benefit­
ted by the stay, e.g., holding off the IRS,
stopping court-ordered repossessions,
etc.

The real problem for Ron's RTO is

coming to grips with 11 U.S.c. S

363(c)(2), which provides that the
debtor cannot use "cash collateral" of a

secured lender without the consent of
the lender or a court order allowing its
use after notice and a hearing. "Cash
collateral" is the bankruptcy term for
the proceeds generated from the prod­
uct in which the secured lender has a

PMSI.
This provision places an affirmative

obligation upon the debtor to get the
actual consent of the lender to spend
any money. That is to say, not one

penny may be disbursed without con­

sent, even to make payroll or to buy gas
for the vans, without filing a Motion to
Use Cash Collateral. The lender must

be served with a copy of the motion, a

hearing date must be set, and an evi­

dentiary hearing must be held, unless
an agreement can be made. This pro­
ceeding is adversary, and both sides

may present evidence on what seems

necessary for minimum operational
expenses.

At the hearing, both sides will likely
come away with a "cash collateral
order," which is not proper, consider­

ing the needs of the business. This

usually happens because cash collateral

meetings are usually very short and

bankruptcy judges are accustomed to

hearing about real estate values or

"book values" of cars and trucks, for
example. RTO is a unique business to

supervise, operate, and finance, and it
is difficult to get RTO concepts across.

As a result, a typical contested order is
written with damage to both sides. . .

there is seldom a winner.
Therefore, a proper scenario must

have planning and cooperation. The

planning stage includes an understand­

ing of the items that the secured lender
will probably require. For the stores, the
need for new inventory financing is

46

paramount.

Prepare for Bankrvptcy
Owners must plan for long meetings

with the lender to address immediate

(tomorrow's payroll) and long-term (at
least 12-month) needs. Be prepared to

submit detailed reports, summaries,
pro formas and back-up concerning a

12-month projection on what the rental

operation will look like, including:
BOR, idle, rental income, operation
costs, outstanding balance projections,
principal and interest payments, paid­
outs, skips and stolens, and "net gain"
BOR projections for new inventory
purchases.

Be prepared for the lender to require
at least: (1) minimum standards of per­
formance requirements, such as 2 per­
cent-5 percent net gain in BOR,
principal reduction, etc.; (2) a court

"blessing" of the PMSI and super­
priority over other lenders, creditors,
trustees in the event of conversion, the

appointment of a trustee, etc.; (3) "drop
dead" provisions in the event of a de­
fault in the other postpetition financing
provisions or in the event of a material

misrepresentation or discovery that the
debtor has done previously undis­
closed bad things; (4) auditing and cash

contracts, such as "lock box" and other

monetary controls, to ensure compli­
ance; (5) maximum salaries for equity
security holders and operators; and

(6) prior written approval for all em­

ployment benefit increases.
It must be remembered that even the

most cooperative and understanding
lenders will be nervous. Therefore, the
utmost honesty, full disclosure, and
advance notice must be implemented.
The business may not make it, but the
losses can be minimized.

Comments
The Inventory. All games that have

been played with the auditors must be
confessed. The real cash flow and con­

tracts will surface immediately after fil­

ing. This is because, now that the stores

are in the proverbial "fish bowl," an

audit of every square inch of paper will
be conducted. All of the bad business

judgments and all the games will sur­

face sooner or later. The sooner the

"games" are disclosed the better be­
cause the lender will know that all of the
cards are "finally" face up, and it will
be more assured and easier to deal with

during the rehabilitation of the busi­
ness. The "retail" sale of product may
be done to jettison unrentable items.
The idle inventory must be examined

without too much time wasted. Defec­
tive items that can be realistically placed
in service quickly (30-60 days) should

�

get prompt warranty or service. The
balance ... toss it out or sell at a dis­
count to raise cash.

Replacement Needs. This category, sit­

ting harmlessly in the outline, is the
most critical inventory item. Without

financing for new inventory, the dealer "'"'

is out of business quickly. The payout
numbers, skip, stolen, and BOR needs
must be given first consideration. Any
dealer who refuses to address the PMSI
and inventory rejuvenation facts will
create problems that will guarantee an

early termination of the business.
The Inventory Mix. This is a local and

seasonal marketing decision. The
dealer should have a solid business

grasp on what constitutes a proper mix
of living room units, window AIC units,
etc., for the location of each store. A lack
of working knowledge of this mix is an

indication of incompetence.
Debtor's Employees. Equity security

holders who have engaged in the "good
times" of the operations enjoy the great
salaries and draws. Many times they
forget the hours of personal expertise
and effort that got them there. Salaries
of these people probably have to stop
or substantially decrease. Other salaries

may need reduction or positions .may
need to be eliminated.

Stores may need to be consolidated
and costs trimmed. A dealer may have
two stores in a particular market. By i

eliminating one of the stores, a 30 per­
cent loss of gross revenue may well be

justified in light of other employment
cost reductions or the elimination of a

costly premises lease, for example.
Only the most aggressive, talented, ,
loyal, and honest employees should be
retained as the dealer creates a "lean
and mean" machine. A cold-blooded
attitude toward the business is a must.

The Stores. All commercial leases are

"executory contracts" under the

Bankruptcy Code and will be automat­

ically rejected, unless assumed within
, 60 days after the filing. Careful study

must be given in the very early stages
in order to avoid inadvertent adminis­
trative priority expenses. Take care to

assume, after planning, only those
leases for premises, vehicles, com­

puters, software programs, photocopy
machines, telephones, and so forth,
that fit exactly into the dealer's "lean
machine" program.

Vehicles are an easy play. Assess the
status of each van, reject any lease or

coniined on page 50
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continued from page 25
dealers predicted that the rent-to-own

population base would age along with
the population and that rent-to-own
would be marketing to replacement
customers increasingly insteadof first­
time owners.

Dealers also predict greater develop­
ment in the northeast in the future,
since the perception among dealers was

that this geographic area has fewer
rental stores per capita than other parts
of the country. Marketing is going to get
more upscale and some dealers are

going to focus more on ethnic niches..

Dealers predict an increased use of
the rent-to-own concept in commercial
markets, although products and dealers

may be different. The increased use of
rent-to-own by retailers will change
marketing practices. The rent-to-own

industry is going to have to begin mar­

keting to compete with retailers who
have added rent-to-own.

Dealers disagreed about whether
small dealers could capitalize on the

marketing of larger dealers in a given
market to spread the concept of rent-to­
own. Several dealers disagreed, noting
that the concept has been generally
well-developed in most markets and in
order to attract customers, dealers need
to develop marketing campaigns that
will draw customers into their own

stores rather than into the rent-to-own
market generally.

Although current rent-to-own com­

panies do not do much to differentiate
themselves, the opportunity for diff­
erentiation in marketing is there and
that opportunitywill increase. Once the

public has become aware of the rent­
to-own concept, the opportunity for
dealers is to draw them into their rent­
to-own store instead of a competitor's
by distinguishing themselves in the

marketplace.

SELL
LIFE
INSURANCE

FOR MORE
INFORMATION

CALL 800/638-3693
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Advertising
The Present

Advertising philosophies vary widely
among rental dealers. Remarkably, as

a percentage of revenues, dealers spend
anywhere from 0-14 percent on adver­

tising. Dealers who spend relatively
less generally are in smaller markets
and insist that word-of-mouth works
best.

Dealers generally feel that advertis­

ing is too expensive and that the dollars

spent on advertising are not put to the
best use. They do acknowledge, how­
ever, that measuring value in advertis­

ing is difficult, if not impossible.
Dealers generally agree that advertising
must be carefully targeted at an identi­
fied market in order to stand a chance
of being effective.

The Future
In the future, rent-to-own advertising

will be prettier, more professionally
done, and have more glitz. Rent-to-own

advertising will access different media
than it does today, it will cost more, and

finding niches will be more difficult.
Dealers predict that the industry will

improve itself by getting rid of mis­

representations in rent-to-own adver-

r
- - - - - - - - - - - - - - - - - "
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I "THE TURBO" WILL INCREASE THE

: SPEED OF YOUR 586 BY UP TO 40%.
I CALL NOWlI

: LONEST�INC
I 301-795-6434
: (FAX) 301-829-1623

J�-----------------

tising and that, overall, rent-to-own

advertising will be more honest in the
future.

:;
Dealers will focus advertising on

referral business and renewal cus­

tomers as a prime source of business
rather than aiming advertising at new

customers.
Dealers predict that flat-screen TVs,

VCR replacement, and increased furni­
ture penetration will work together to
increase overall industry BaR. Dealers

predict a better image for the industry
through the use of advertising with a

general theme of "Where Working
America Shops."

Human Resources

The Present
Dealers today recognize that the lack

of quality human resources in the rent­
to-own industry is the major problem
that the industry faces. Dealers agree
that the quality of employees equals the

quality of the company.
Dealers noted that today job oppor­

tunities in America create a high
demand for good people. There is no

more throwaway help. There are too

few qualified workers for the job slots
to be filled.

'

To date there have been very few rent­
to-own career employees. The industry
historically has not done a good job of
selecting people who can grow into

leadership positions. Dealers regularly
�report turnover rates of more than 100

percent.
While the quality of people in the

industry is better today than it was five

years ago, it is not good enough.
Dealers acknowledge that training is
the company's responsibility and that '1
dealers cannot expect employees to
come to them trained nor will stealing
employees trained by other employers
work forever.

Other than in the largest companies,
there is no quality rent-to-own training
available for rent-to-own dealers. The
notable exception to that is Rozanne
Flatt's Learning Power, available through
APRO, which has helped stabilize

employees and has reduced losses in
the companies that are using it.

Dealers are not in agreement about
where the greatest training need exists.
Some argue that store management and
above is the greatest need, while others
insist that lower level store employees
cause companies the greatest problems,
have the greatest turnover, and are in
the greatest need of better training.

continued on page 50
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service items are still outstanding. We're rental
professionals, too, who know from firsthand

experience exactly what information you need
to run a rental store. We also know how fast
you need it.

With our new rent-to-own agreements,
available to those who have our system AND
those who don't, our support staff, our training
schools, our data entry team, our hardware and
hardware consulting services, and our leasing
alternatives, Rental Information Systems is your
full service company for your automation needs.

Discover the big benefits of computerizing
your rental operation at the small price of $995.
And join the family of many satisfied users who
have already found the benefits of The Rental

Manager. Call us today.

To �t the benefits
of The Rental Manager,

you'll have to pay
a small price.

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

�S Rental
� Information

Systems, Inc.
4098 SUMMERHILL ROAD· TEXARKANA, TEXAS 75503

SEE "THE BASIC RENTAl MANAGER" AT OUR APRO '89 TRADE SHOW AND CONVENTION AT THE SHERATON-WASHINGTON AUGUST 9-13.

Purchasing a software and hardware system is
a big step for any business. That's why Rental
Information Systems developed The BASIC Rental

Manager, the software system that lets you take
that big step with only a small investment.

Designed for single or multi-user use, the
BASIC Rental Manager lets you run your rental
business with the information you need, when

you need it. Our system will help save you time
and money by providing you with the right
information in an easy-to-read format, that lets
you spend your efforts renting to customers,
collecting accounts, and managing your
employees - not manually gathering the
information you need.

Let us control your inventory, audit and
control your records, and report to you what



FAST
DELIVERIES

*WE SHIP 90% OF
OUR ORDERS WITHIN 24 HOURS

TECHWOOD

MODEL T1860/S00

Customer Protection

(4) FOUR YEAR
UMITED WARRANTY

AT NO EXTRA CHARGE

MODEL TK1350

Quality A-V Systems
At New Low Prices

Visit Our Booth At The
APRO Show And See

Our New Line of Products

2109 Luna Rd. Carrollton, TX 75006

FOR FAST DELIVERIES
CALL

(214) 243-5602
(800) 759-1559
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Rental dealers today clearly sense that they must

overcome a consumer perception that the industry
deals in low-end products.

continued from page 48

Stability is a very important factor at

the store level, and long-term store

employees build customer loyalty.
Training is critical in the industry, yet
quality training is not readily available
in most companies. Quality training
would encourage employees to stick
with the business.

Mr. Sims noted that, in his opinion,
the industry has not yet made a com­

mitment to training its human re­

sources. He merely sees an industry
feeding on itself by continually having
one rental company steal employees
from another.
The Future

Dealers predict that with the deteri­
oration of the American educational

system, truly educated people are not

being turned outby the system, and the
ultimate result will be more centralized

management, since lower and middle

management will not come to the job
with sufficient tools to manage prop­
erly. Dealers acknowledge that in the
future the industry will have to spend
more money on human resources train­

ing. Currently, most dealers have no

money budgeted for training.
Dealers will, if only because they are

forced to, develop in-house training
programs in order to retain employees
long term. Dealers recognize the best
kind of training is one-on-one mentor­

management, and companies will be
forced to implement this kind of train­

ing. Dealers all agree that even if this is

the greatest problem in the industry, it

is a problem that the industry can solve
if the individual companies will address

the issue.
The rent-to-own industry is going to

have an older work force in the future
than it does today and must start career

planning for its employees. There is a

clear need for the industry to create job
value and job improvement, which will

happen.
Dealers predict that credit and deliv­

ery people will cost more than they do

today and there will be an across-the­
board shortage of executives in Ameri­
can business. There is going to be
increased pressure to make employees
feel more a part of the business through
profit-sharing, generally improved
employee benefits, and other mechan­
isms to breed in employees a high sense

of loyalty.
If the industry is going to upgrade its

image, it is going to have to upgrade its :4

employees. More of the industry'S
resources will be devoted to training
employees, and as a result, owners will
take more pride in their businesses.

These factors in combination will
make the industry abetter one. Dealers

acknowledge that this fundamental
shift in the industry is going to cost the A

industry money, but it is the only way
the industry will survive.

fl.

Edward L. Winn III is APRO's general
counsel and a regular contributor to this

magazine.

continued from page 46

purchase contracts on vans that don't
work or that are otherwise too expen­
sive (with excessive buyout in the very
near future, for example.) Keep
(assume) the good contracts. The
secured lender may even have a rela­

tionship with a leasing company and

may make the leases of bright, shiny,
new vans part of : the postpetition
financing package. Who knows?

.

The existence of the ability to reject
. executory contracts is a powerful tool
too often ignored in the planning
stages.

Books and Records. Not enough can be
said for the people who struggle with
the numbers. By the time of filing, they
have probably been through a wringer.

Dealer books must, however, be accu­

rate. The lender will not have time to

audit these records, and it will be up
to the dealer to produce these figures
efficiently. Accuracy, however, is impor­
tant. Any responses from the account-

�

ing people such as "Gee, I don't know"

may precipitate the immediate exercise
of "drop dead" clauses and the termi­
nation of postpetition financing pro­
grams : . . immediate death to the
business.

The cost aspect of accounting is rou­

tine, except for the potential rejection of

expensive equipment leases and pro­
grams. A study must be made to assess

the value of existing software and hard­
ware leases and programs.

continued on page 54
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There are two simple reasons why
business looks to Transamerica Fleet
Leasing. The first reason is that our cus­

tomers recognize the value of a dollar.
The second is they have something else
to do-manage their business.

Operating a fleet of service and delivery
vans at peak efficiency takes constant
attention. The kind of attention you would
rather devote to meeting the demands
of your rent-to-own business.

Consider an alternative; a full time fleet
management team from Transamerica
Fleet Leasing. We offer you more services,
geared to make your fleet operation
more effective, more dependable, more

cost efficient, and, ultimately, save you
/

time and money.
From helping you select and equip

vehicles, to customer designed mainte­
nance and reporting programs through
Fleetlink-" Services, you can be sure you're
getting the best value for your fleet
investment.

For high quality, affordable fleet services,
contact Transamerica Fleet Leasing
Corporation toll free at 1-800-323-8030, in
Illinois, 312-490-8400.

Transamerica Fleet Leasing Corporation
650 East Higgins Road
Schaumburg, Illinois 60173

,
TRANSAMERICAI SM COMMERCIAL FINANCE



continued from page 19
Consistent. Leaders are consistent.

Individuals can feel comfortable that
their behavior will be dealt with in the
same manner as others. They don't
have to worry about the possibility of

being handled differently just because
a situation concerns a different person
or happens at a different time.

Action. Most important, leaders lead

by example. They know that the most

effective means of communicating their
values is by setting the example,
because people emulate their behavior.
Lee Iacocca set the example for Chrys­
ler Corporation by cutting his salary to

one dollar during the company's finan­
cial trouble. His action communicated
more than his words could ever do.
What examples do the managers in

your organization set?
To develop effective leaders, just

being able to identify leadership charac­
teristics is not enough. In this fast-paced
environment, owners and top man­

agers need additional tools to insure
success. They need a way to identify
potential managers and develop them
to allow the organization and BOR to

grow. If yours is like most rent-to-own

organizations, the greatest barrier to

growth is a lack of effective managers
and talented people.

The next article will tell how to iden­

tify the management and leadership
potential of individuals and will
describe a .systern to develop skills to

provide an ample number of qualified,
talented, motivated leaders for future

managers. fl.

Wayne Outlaw is president of The Mi£rcon

Group, a business consulting and training
firm in Mt. Pleasant, South Carolina. He
is a regular contributor to PROGRESSIVE
RENTALS.

WHY YOU SHOULD USE

Fab·U·Gard®
A Fluorochemical protector which repels alcohol, oil and

water based stains.

Does not attract dust, dirt, oil and grime like some

protectors.

Increases rental lite.

Faster and easier clean up of rental returns.

Fab·U·Gard ® Can Save You

Time, Hassle, and Money
WITH PROVEN-RESULTS,.

U'e��
ng'td�UU"

Visit us in Booth 317
Associate Member

Call collect or write tor information and samples.

Fab·U·Gard ® • P.O. Box 39430 • Phoenix, Arizona 85069 • (602) 252-3991
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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

in your store, you'll be sign- TOSH I BA
Ing a lot of new leases. Toshiba America Consumer Products,lnc.,82 Totowa Road,Wayne, NJ07470

A·PR:)" EAST (201) 628-8000, CENTRAL (312) 541-9400, WEST (213) 770-3300.
Associate Member



continued from page 50

Various Intangibles
Pending and Threatened Lawsuits.

These cases are usually consumer suits

concerning disappointment over prod­
ucts, insurance cases involving acci­

dents, vendor suits for failure to pay
bills, etc. These matters are oflittle con­

cern as they amount to merely poten­
tial unsecured claims. Pending suits

among owners are of major concern

because they directly affect decision­

making ability and operations.
Federal and State Taxes. These matters

are not of legal concern to the secured
lender because of the PMSI and inferior
payout status under 11 us.c. S 507(a)
from the standpoint of the supervision
of proceeds, the need to rehabilitate the
dealer, the ongoing performance, etc.

Technically, it is not a problem, but from
the business view, it is a major problem.
The dealer's principals are on the per­
sonal guaranty of the secured debt and

probably have "responsible person"lia­
bility on the 100 percent penalty provi­
sions of the IRS Code (26 U.S.c. S 6672).
The tax problem may warp the princi­
pal's point of view as to how the plan
of reorganization should look (that is to

RTO is a unique business
to supervise, operate, and

finance, and it is difficult
to get RTO concepts

across.

say, payout the debt). The secured
lender does concern itself with the

quantity and quality of the owner's par­
ticipation in the bankruptcy workout
because of the probability of an exces­

sive concern for personal tax liability.

Is Your Lawyer
Representing You

Properly?
The dealer must feel comfortable with

the attorney because a business rela­

tionship will exist for 3-24 months or

so. You will generally feel that the attor­

ney is knowledgeable of bankruptcy
proceedings if most or all of the subjects
noted above are discussed with you.
You can test the attorney by giving

CANYON
RENT TO OWN

II

CONGRATULATIONS!
To the Employees of Canyon Rent To Own

on the adoption of their Employee Stock Option Plan
Effective April 1, 1988

At no cost to themselves, Canyon employees obtain
stock in their company, share in its growth

and benefit from Canyon's prosperity!
CANYON TV

4080 East Lake Mead, Suite B-1
Las Vegas, Nevada 89115

(702) 459-0474
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general information and then sit back
and see if the attorney asks pertinent
questions. You should expect a mini­
mum inquiry to include a request to see

(1) all premise, equipment and vehicle
leases or contracts; (2) every secured or

lending agreement; (3) a complete list,
by name and address, of all creditors;
(4) a recap of all secured and unsecured
debt; (5) documents evidencing trans­
fers of property within the last year.
These basic areas must be examined for
a proper initial evaluation. Remember,
the Bankruptcy Code and the Bank­

ruptcy Rules are their own "animals"
with few comparisons to familiar state
laws and regulations.

Conclusions. I believe that a coopera­
tive effort combined with a complete
understanding of the RTO operation
and the Bankruptcy Code lead to a hap­
pier and more prosperous business
future. A lawyer's ignorance of dealer
or lender needs can lead only to disap­
pointment on all sides. These concepts,
coupled with preparation, will go a long
way toward reorganization.

fl.

Jeffrey A. Lehmann is an attorney with the
law firm of Lehmann & Coulson in
Houston.

TRAIN for
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Y" Employee training system

written for rent-to-own

Y" Endorsed by AAD

The Growth D namic Company

72 Country Place P.O. Box 1500

Springfield, IL 62703 Big Pine Key, FL 33043

217 - 529-4650 305 - 872-2643
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People who have
.

no time for
downtime have
Speed Queen.

As a rental specialist, you know your profit hinges on the dependability of your equipment. As the

Laundry Specialist, Speed Queen knows how to make equipment dependable. Built to take
rental-caliber abuse year after year.. Concentrating on washers and dryers has made us

the country's coin-op leader for more than 30 years. So you know our machines are

designed for large capacity, easy portability and speedy installation. And while
no one can promise a machine will never break down, our front serviceability

means precious time saved. So if you want to improve your bottom line,
take a look at our line. Contact Jay McDonald at Speed Queen
Company, PO. Box 990, Ripon, WI 54971-0990. (414) 748-3121.

Speed Oueen
A Raytheon Company

Associate Member

/' since 1981

Visit Us in Booth 308


