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$100,000,000

Encore Capital Group, Inc.

3.375% Convertible Senior Notes due September 19, 2010 and up to 4,476,780
shares of Common Stock Issuable Upon Conversion of the Notes

We issued the notes in a private placement in September and October 2005. This prospectus will be used by selling
securityholders to resell their notes and the common stock issuable upon conversion of the notes. We will not receive any proceeds
from the resale of the notes or the sale of the shares of common stock issuable upon conversion of the notes.

The notes are convertible prior to the close of business on the scheduled trading day immediately preceding March 19, 2010 only
under the following circumstances: (1) during the five business-day period after any five consecutive trading-day period (the
�measurement period�) in which the trading price per note for each day of that measurement period was less than 103% of the
product of the last reported sale price of our common stock and the conversion rate on each such day; or (2) upon the occurrence
of specified corporate events. On and after March 19, 2010 until the close of business on the scheduled trading day immediately
preceding the maturity date, September 19, 2010, holders may convert their notes at any time, regardless of the foregoing
circumstances. Upon conversion, we will deliver cash and shares of our common stock, if any, based on a daily conversion value
(as described herein) calculated on a proportionate basis for each day of the relevant twenty trading-day observation period.

The interest rate on the notes is 3.375%. For certain tax considerations, see �Material United States federal income tax
considerations� on page 50.

The initial conversion price of the notes equals $22.34 per share, subject to adjustments for certain events. This initial conversion
price is equivalent to a conversion rate of approximately 44.7678 shares of common stock per $1,000 principal amount of notes.

If holders convert their notes in connection with a fundamental change, as described in this prospectus, they may receive a
make-whole premium on the notes that they convert. In the event of a fundamental change, each holder may also require us to
purchase for cash all or a portion of such holder�s notes at a price equal to 100% of the principal amount of the notes, plus any
accrued and unpaid interest, including any additional interest, but excluding the fundamental change purchase date.
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Our common stock is quoted on the Nasdaq National Market under the symbol �ECPG.� The last reported bid price of our common
stock on January 7, 2006 was $17.01 per share. The notes are listed on The Portal Market (�PORTAL�), a subsidiary of The Nasdaq
Stock Market, Inc.

THE SECURITIES OFFERED IN THIS PROSPECTUS INVOLVE A HIGH DEGREE OF RISK. SEE � RISK FACTORS� ON PAGE
5.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal
offense.

The date of this prospectus is January 8, 2006.
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You should rely only on the information contained or incorporated by reference into this prospectus. We have not
authorized anyone to provide you with any different information. This prospectus may only be used where it is legal to
sell these securities. The information in this prospectus is only accurate as of the date on the front of this prospectus.

�Encore Capital Group� and the �E� logo are trademarks of Encore Capital Group, Inc. All other trademarks and trade names used in
this prospectus are the property of their respective owners.
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Summary

This summary contains basic information about our business and this offering. It does not contain all of the information that you
should consider before making an investment decision. You should read this entire prospectus and the information incorporated
herein by reference carefully, including the section titled �Risk factors� and our consolidated financial statements and the related
notes thereto before making an investment decision.

The company

Our business

We, together with our subsidiaries, are a systems-driven purchaser and manager of charged-off consumer receivable portfolios.
The receivable portfolios we purchase consist primarily of unsecured, charged-off domestic consumer credit card receivables
purchased from financial institutions, major retail credit corporations, and resellers of such portfolios.

In addition, through our subsidiary that acquired substantially all of the assets of Ascension Capital Group, Ltd. in August 2005, we
serve as the outsourced manager of secured bankrupt accounts for some of the nation�s leading lenders.

Encore is a holding company that was incorporated in Kansas in 1990 and reincorporated in Delaware in 1999. Midland Credit
Management, Inc., our wholly-owned operating subsidiary, was incorporated in Kansas in September 1953. Our executive offices
are located at 8875 Aero Drive, Suite 200, San Diego, CA 92123 and our telephone number at our headquarter facility is
(877) 445-4581. Our website address is www.encorecapitalgroup.com. Information on our website does not constitute part of this
prospectus.
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The offering

The following summary contains basic information about the notes that may be offered for resale with this prospectus and is not a
complete description of the offering. Thus, it does not contain all the information that is important to you. For a more detailed
description of the notes you should read the section titled �Description of notes.� For purposes of this summary and the
�Description of notes,� references to �the Company,� �Issuer,� �we,� �us,� and �our� refer only to Encore Capital Group, Inc.
and do not include our subsidiaries.

Issuer Encore Capital Group, Inc., a Delaware corporation.

Securities $100,000,000 principal amount of 3.375% Convertible Senior Notes due 2010.

Maturity September 19, 2010, unless earlier repurchased or converted.

Interest 3.375% per year. Interest is payable semiannually in arrears on March 19 and September 19 of
each year, beginning March 19, 2006.

Conversion rights Holders may convert their notes prior to the close of business on the scheduled trading day
immediately preceding March 19, 2010, in multiples of $1,000 principal amount, at the option of
the holder under the following circumstances:

� during the five business-day period after any five consecutive trading-day period (the
�measurement period�) in which the trading price per note for each day of such measurement
period was less than 103% of the product of the last reported sale price of our common stock
and the conversion rate on each such day; or

� upon the occurrence of specified corporate transactions described under �Description of
notes�Conversion rights.�

On and after March 19, 2010 to (and including) the close of business on the scheduled trading day immediately preceding the
maturity date, subject to prior repurchase of the notes, holders may convert the notes, in multiples of $1,000 principal amount, at
the option of the holder regardless of the foregoing circumstances.

The initial conversion rate for the notes is 44.7678 shares per $1,000 principal amount of notes (equal to an initial conversion price
of approximately $22.34 per share), subject to adjustment.

Upon conversion, we will deliver cash and shares of our common stock, if any, based on a daily conversion value (as described
herein) calculated on a proportionate basis for each day of the relevant twenty trading-day observation period. See �Description of
notes�Conversion rights�Payment upon conversion.�
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If the conversion date in respect of any notes tendered for conversion occurs on or following the twenty-third scheduled trading day
prior to the maturity date, we will, in respect of each $1,000 principal amount of notes converted:

� pay $1,000 in cash on the maturity date; and

� deliver shares of our common stock, if any, on the third trading day immediately following the
last day of the observation period (which will commence on the trading day immediately
following the maturity date) based on a daily conversion value, calculated as described
herein.

In addition, following certain corporate transactions that occur prior to maturity, we will increase the conversion rate for a holder
who elects to convert its notes in connection with such a corporate transaction upon conversion in certain circumstances as
described under �Description of notes�Conversion rights�Conversion rate adjustments�Adjustment to shares delivered upon
conversion upon certain fundamental changes.�

You will not receive any additional cash payment or additional shares representing accrued and unpaid interest and additional
interest, if any, upon conversion of a note, except in limited circumstances. Instead, interest will be deemed paid by the cash and
shares, if any, of common stock issued to you upon conversion.

Fundamental change If we undergo a �fundamental change� (as defined in this prospectus under �Description of
notes�Fundamental change permits holders to require us to purchase notes�), you will have the
option to require us to purchase all or any portion of your notes. The fundamental change
purchase price will be 100% of the principal amount of the notes to be purchased plus any
accrued and unpaid interest, including any additional interest, to but excluding the fundamental
change purchase date. We will pay cash for all notes so purchased.

In the event of a make-whole
fundamental change, we may be
required to pay a make-whole
premium on notes converted in
connection with such fundamental
change (see �Description of
Notes�Adjustment to shares
delivered upon conversion upon
certain fundamental changes�).

Ranking The notes rank equally in right of payment with all our existing and future unsecured senior debt
and are senior in right of payment to all our future subordinated debt. The indenture does not limit
the amount of debt that we or our subsidiaries may incur. The notes effectively rank junior to any
of our secured indebtedness, to the extent of the value of the assets securing such indebtedness.
The notes are structurally junior to all liabilities of our subsidiaries.
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Registration rights We agreed to file this shelf registration statement of which this prospectus is a part at our cost
prior to December 19, 2005:

� to register resales of the notes and the shares of common stock into which the notes are
convertible, which together are referred to as the registrable securities, pursuant to Rule 415
under the Securities Act; and

� are required to use reasonable efforts to cause this shelf registration statement to be
declared effective under the Securities Act no later than June 16, 2006; and

Subject to certain rights to suspend
use of the shelf registration
statement, we have agreed to use
reasonable efforts to keep the shelf
registration statement effective
until the earlier of (1) the second
anniversary of the date of the initial
issuance of the notes or (2) such
time as all of the notes and the
shares of common stock issuable
on the conversion thereof cease to
be outstanding or have either been
(A) sold or otherwise transferred
pursuant to an effective registration
statement or (B) sold pursuant to
Rule 144 under circumstances in
which any legend borne by the
notes or common stock relating to
restrictions on transferability
thereof is removed or such notes
or common stock are eligible to be
sold pursuant to Rule 144(k) or any
successor provision.

Use of proceeds We will not receive any of the proceeds from the sale by any selling securityholder of the notes or
the underlying common stock into which the notes may be converted. See �Use of proceeds.�

Book-entry form The notes have been issued in book-entry form and are represented by permanent global
certificates deposited with, or on behalf of, The Depository Trust Company (�DTC�) and registered in
the name of a nominee of DTC. Beneficial interests in any of the notes will be shown on, and
transfers will be effected only through, records maintained by DTC or its nominee, and any such
interest may not be exchanged for certificated securities, except in limited circumstances.

Risk factors

Investment in the notes involves risk. You should carefully consider the information under the section titled �Risk factors� and all
other information included in this prospectus and the documents incorporated by reference before investing in the notes.
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Risk factors

Investing in the securities offered in this prospectus involves a high degree of risk. In addition, our business, operations and
financial condition are subject to various risks. You should carefully consider the risks described below with all of the other
information included in this prospectus before making an investment decision. If any of the possible adverse events described
below actually occurs, our business, results of operations and financial condition would likely suffer. In such an event, the trading
price of the notes and our common stock could decline and you could lose all or part of your investment. Additionally, this section
does not attempt to describe all risks applicable to our industry, our business or investment in the notes and risks not presently
known to us or that we currently deem immaterial may also impair our business operations.

Risks related to our business

Our quarterly operating results may fluctuate and cause our stock and note price to decrease.

Our quarterly operating results will likely vary in the future due to a variety of factors that could affect our revenues and operating
expenses in any particular quarter. We expect that our operating expenses as a percentage of collections will fluctuate in the future
as we expand into new markets, increase our new business development efforts, hire additional personnel, and incur increased
insurance and regulatory compliance costs. In addition, our operating results have fluctuated and may continue to fluctuate as the
result of the factors described below and elsewhere in this prospectus and the documents incorporated herein by reference:

� the timing and amount of collections on our receivable portfolios, including the effects of seasonality;

� any charge to earnings resulting from an impairment in the carrying value of our receivable portfolios;

� increases in operating expenses associated with the growth or change of our operations;

� the cost of credit to finance our purchases of receivable portfolios; and

� the timing and terms of our purchases of receivable portfolios.

Due to rising prices for consumer receivable portfolios, there has been considerable variation in our purchasing volume from
quarter to quarter and we expect that to continue. The volume of our portfolio purchases will be limited while prices are high.
Because we recognize revenue on the basis of projected collections on purchased portfolios, we may experience variations in
quarterly revenue and earnings due to the timing of portfolio purchases.

Accordingly, results for any one quarter are not necessarily indicative of results to be expected for any other quarter or for any year,
and revenues and earnings for any particular future period may decrease. In the future, if operating results fall below the
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We may not be able to purchase receivables at sufficiently favorable prices or terms, or at all.

Our ability to continue to operate profitably depends upon the continued availability of receivable portfolios which meet our
purchasing standards and are cost-effective based upon projected collections exceeding our acquisition costs. The market for
acquiring receivable portfolios is becoming more competitive. Recently, our industry has attracted a large amount of investment
capital. With this inflow of capital, we have seen a significant increase in the pricing of portfolios to levels that we believe will
generate reduced returns on investment. As an example, despite bidding significantly more for an annual forward flow arrangement
that we had maintained for several years, we were outbid for the 2005 contract and, until the Jefferson Capital acquisition, had
been replacing this contract with individual purchases. With this increase in market competition, the purchase price of portfolios has
increased, and the ratio of collections to acquisition costs can be expected to decrease, which would negatively affect our results of
operations.

In addition to the competitive factors discussed above, the availability of consumer receivable portfolios at favorable prices and on
favorable terms depends on a number of factors, within and outside of our control, including:

� the continuation of the current growth and charge-off trends in consumer debt;

� the continued sale of receivable portfolios by originating institutions;

� our ability to develop and maintain long-term relationships with key major credit originators;

� our ability to obtain adequate data from credit originators or portfolio resellers to appropriately evaluate the collectibility of, and
estimate the value of, portfolios; and

� changes in laws and regulations governing consumer lending.

Ultimately, if we are unable to continually purchase and collect on a sufficient volume of receivables to generate cash collections
that exceed our costs, our business will be materially adversely affected.

We may not be successful in acquiring and collecting on portfolios consisting of new types of receivables.

We may pursue the acquisition of portfolios consisting of assets with which we have little collection experience. We may not be
successful in completing any of these acquisitions. Our lack of experience with new types of receivables may cause us to pay too
much for these portfolios, which may substantially hinder our ability to generate profits from such portfolios. Even if we successfully
acquire such new types of receivables, our existing methods of collections may prove ineffective for such new receivables and our
inexperience may materially adversely affect our financial condition.
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We may not be able to collect sufficient amounts on our receivable portfolios to recover our costs and fund our
operations.

We acquire and service receivables that the obligors have failed to pay and the sellers have deemed uncollectible and written off.
The originating institutions generally make numerous
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attempts to recover on their nonperforming receivables, often using a combination of their in-house collection and legal
departments as well as third-party collection agencies. These receivables are difficult to collect, and we may not be successful in
collecting amounts sufficient to cover the costs associated with purchasing the receivables and funding our operations.

In the normal course of our portfolio acquisitions, some receivables may be included in the portfolios that fail to conform to certain
terms of the purchase agreements and we may seek to return these receivables to the seller for payment or replacement
receivables. However, we cannot guarantee that any of such sellers will be able to meet their obligations to us. Accounts that we
are unable to return to sellers may yield no return. If cash flows from operations are less than anticipated, our ability to satisfy our
debt obligations, purchase new portfolios and our future growth and profitability may be materially adversely affected.

The statistical model we use to project remaining cash flows from our receivable portfolios may prove to be inaccurate,
which could result in reduced revenues or the recording of an impairment charge if we do not achieve the collections
forecasted by our model.

We use our internally developed Unified Collection Score (�UCS�) model to project the remaining cash flows from our receivable
portfolios. Our UCS model considers known data about our customers� accounts, including, among other things, our collection
experience and changes in external customer factors, in addition to all data known when we acquired the accounts. Our use of the
UCS model has resulted in an increase in revenues due to upward aggregate adjustments to our projected collections. There can
be no assurance, however, that we will be able to achieve the collections forecasted by our UCS model. If we are not able to
achieve these levels of collection, our revenues will be reduced or we may be required to record an impairment charge, which could
result in a reduction of our earnings.

Our industry is highly competitive, and we may be unable to continue to compete successfully with businesses that may
have greater resources than we have.

We face competition from a wide range of collection and financial services companies that may have substantially greater financial,
personnel and other resources, greater adaptability to changing market needs and more established relationships in our industry
than we currently have. We also compete with traditional contingency collection agencies and in-house recovery departments.
Competitive pressures adversely affect the availability and pricing of charged-off receivable portfolios, as well as the availability and
cost of qualified recovery personnel. As there are few significant barriers to entry for new purchasers of charged-off receivable
portfolios, there is a risk that additional competitors with greater resources than ours, including competitors that have historically
focused on the acquisition of different asset types, will enter our market. If we are unable to develop and expand our business or
adapt to changing market needs as well as our current or future competitors, we may experience reduced access to charged-off
receivable portfolios at acceptable prices and reduced profitability.

Moreover, we cannot assure you that we will be able to continue to offer competitive bids for charged-off receivable portfolios. We
face bidding competition in our acquisition of charged-off receivable portfolios. In our industry, successful bids generally are
awarded on a combination of price, service, and relationships with the debt sellers. Some of our current and future competitors may
have more effective pricing and collection models, greater adaptability to changing market
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needs, and more established relationships in our industry. They may also pay prices for portfolios that we determine are not
reasonable. There can be no assurance that we will continue to offer competitive bids for charged-off consumer receivable
portfolios. In addition, there continues to be consolidation of issuers of credit cards, which have been a principal source of
receivable purchases. This consolidation has limited the number of sellers in the market and has correspondingly given the
remaining sellers increasing market strength in the price and terms of the sale of credit card accounts.

Our failure to purchase sufficient quantities of receivable portfolios may necessitate workforce reductions, which may
harm our business.

Because fixed costs, such as certain personnel salaries and lease or other facilities costs, constitute a significant portion of our
overhead, if we do not continually augment the receivable portfolios we service with additional receivable portfolios or collect
sufficient amounts on receivables owned or serviced by us, we may be required to reduce the number of employees in our
collection operations. These practices could lead to:

� lower employee morale, higher employee attrition rates, fewer experienced employees and higher recruiting and training costs;

� disruptions in our operations and loss of efficiency in collection functions; and

� excess costs associated with unused space in collection facilities.

A significant portion of our portfolio purchases during any period may be concentrated with a small number of sellers.

We expect that a significant percentage of our portfolio purchases for any given fiscal year may be concentrated with a few large
sellers, some of which may also involve forward flow arrangements. For example, our two principal sellers of consumer receivables
in recent years have been among the top ten largest consumer credit card companies in the nation, one of which has accounted for
more than 25% of the charged-off receivables that we purchased from 2001 through 2004 under a forward flow arrangement that
expired at the end of 2004. Except with respect to the forward flow arrangement that is part of the Jefferson Capital acquisition, we
cannot be certain that any of our significant sellers will continue to sell charged-off receivables to us on terms or in quantities
acceptable to us, or that we would be able to replace such purchases with purchases from other sellers.

A significant decrease in the volume of purchases from any of our principal sellers would force us to seek alternative sources of
charged-off receivables. We may be unable to find alternative sources from which to purchase charged-off receivables, and even if
we could successfully replace such purchases, the search could take time, the receivables could be of lower quality, cost more, or
both, any of which could materially adversely affect our financial performance.

We may be unable to meet our future liquidity requirements.
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We depend on both internal and external sources of financing to fund our purchases of receivable portfolios and our operations.
Our need for additional financing and capital resources increases dramatically as our business grows. Our inability to obtain
financing and capital as
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needed or on terms acceptable to us would limit our ability to acquire additional receivable portfolios and to operate our business.

We may not be able to continue to satisfy the restrictive covenants in our debt agreements.

Our debt agreements impose a number of restrictive covenants on how we operate our business. Failure to satisfy any one of
these covenants could result in all or any of the following adverse results:

� acceleration of outstanding indebtedness;

� cross defaults and acceleration of indebtedness under other financing agreements;

� our removal as servicer under our secured financing transactions and possibly other cross-defaulted facilities and loss of
servicing fees and other consequences;

� liquidation of the receivables in our secured financing transactions and loss of our expected future excess recoveries on
receivables in the financed pools;

� our inability to continue to make purchases of receivables needed to operate our business; or

� our inability to secure alternative financing on favorable terms, if at all.

We use estimates in our revenue recognition and our earnings will be reduced if actual results are less than estimated.

We utilize the interest method to determine revenue recognized on substantially all of our receivable portfolios. Under this method,
each pool of receivables is modeled based upon its projected cash flows. A yield is then established which, when applied to the
outstanding balance of the receivables, results in the recognition of revenue at a constant yield relative to the remaining balance in
the receivable portfolio. The actual amount recovered by us on portfolios may substantially differ from our projections and may be
lower than initially projected. If differences are material, we may reduce our yield, which would negatively affect our earnings, or
take a write-off on all or a portion of our investment.

We may incur impairment charges as a result of the application of new American Institute of Certified Public Accountants
Statement of Position 03-03.

In October 2003, the American Institute of Certified Public Accountants (�AICPA�) issued Statement of Position (�SOP�) 03-03,
�Accounting for Loans or Certain Securities Acquired in a Transfer.� The SOP provides guidance on accounting for differences
between contractual and expected cash flows from an investor�s initial investment in loans or debt securities acquired in a transfer if
those differences are attributable, at least in part, to credit quality. The SOP is effective for loans acquired in fiscal years beginning
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after December 15, 2004 and was adopted by us on January 1, 2005. The SOP limits the revenue that may be accrued to the
excess of the estimate of expected future cash flows over a portfolio�s initial cost of accounts receivable acquired. The SOP
requires that the excess of the contractual cash flows over expected cash flows not be recognized as an adjustment of revenue,
expense, or on the balance sheet. The SOP
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freezes the internal rate of return (�IRR�) originally estimated when the accounts receivable are purchased for subsequent
impairment testing. Rather than lower the estimated IRR if the expected future cash flow estimates are decreased, effective
January 1, 2005, the carrying value of our receivable portfolios would be written down to maintain the then-current IRR. The SOP
also amends AICPA Practice Bulletin 6 in a similar manner and applies to all loans acquired prior to January 1, 2005. Increases in
expected future cash flows would be recognized prospectively through an upward adjustment of the IRR over a portfolio�s remaining
life. Any increased yield then becomes the new benchmark for impairment testing. The SOP provides that previously issued annual
financial statements do not need to be restated. Historically, as we have applied the guidance of AICPA Practice Bulletin 6, we
have moved yields upward and downward as appropriate under that guidance. However, since the new SOP guidance does not
permit yields to be lowered, it will increase the probability of our having to incur impairment charges in the future, which could
reduce our profitability.

Government regulation may limit our ability to recover and enforce the collection of receivables.

Federal and state laws may limit our ability to recover and enforce receivables regardless of any act or omission on our part. Some
laws and regulations applicable to credit card issuers or other debt originators may preclude us from collecting on receivables we
purchase where the card issuer or originator failed to comply with applicable federal or state laws in generating or servicing the
receivables that we have acquired.

Laws relating to debt collections also directly apply to our business. Additional consumer protection or privacy laws and regulations
may be enacted that impose additional restrictions on the collection of receivables. Such new laws may materially adversely affect
our ability to collect on our receivables, which could materially adversely affect our earnings. Our failure or the failure of the
originators of our receivables to comply with existing or new laws, rules or regulations could limit our ability to recover on
receivables or cause us to pay damages to the original debtors, which could reduce our revenues and harm our business.

Because our receivables are generally originated and serviced nationwide, we cannot assure you that the originating lenders have
complied with applicable laws and regulations. While receivable acquisition contracts typically contain provisions indemnifying us
for losses owing to the originating institution�s failure to comply with applicable laws and other events, we cannot assure you that
any indemnities received from originating institutions will be adequate to protect us from losses on the receivables or liabilities to
customers.

We are subject to ongoing risks of litigation, including individual or class actions under consumer credit, collections,
employment, securities and other laws.

We operate in an extremely litigious climate and are currently, and may in the future, be named as defendants in litigation, including
individual or class actions under consumer credit, collections, employment, securities and other laws.

If our future quarterly operating results are below the expectations of securities analysts or investors, the price of our common stock
may decline. Stock price fluctuations may be exaggerated if the trading volume of our common stock continues to be low. In the
past, securities class-action litigation has often been filed against a company after a period of volatility in the market price of its
stock.
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Defending a lawsuit, regardless of its merit, could be costly and divert management�s attention from the operation of our business.
The use of certain collection strategies could be restricted if class-action plaintiffs were to prevail in their claims. In addition,
insurance costs continue to increase significantly and policy deductibles have also increased. All of these factors could have an
adverse effect on our consolidated financial condition and results of operations.

We may make acquisitions that prove unsuccessful or strain or divert our resources.

From time to time, we consider acquisitions of other companies in our industry that could complement our business, including the
acquisition of entities in diverse geographic regions and entities offering greater access to businesses and markets that we do not
currently serve. For instance, we recently completed acquisitions related to Ascension, and Jefferson Capital. See �Summary�Recent
developments.� We may not be able to successfully acquire other businesses or, if we do, we may not be able to successfully
integrate these businesses with our own, which may result in our inability to maintain our goals, objectives, standards, controls,
policies or culture. In addition, through acquisitions, we may enter markets in which we have limited or no experience. The
occurrence of one or more of these events may place additional constraints on our resources such as diverting the attention of our
management from other business concerns which can materially adversely affect our operations and financial condition. Moreover,
any acquisition may result in a potentially dilutive issuance of equity securities, incurrence of additional debt and amortization of
identifiable intangible assets, all of which could reduce our profitability.

We may not be able to hire and retain enough sufficiently trained employees to support our operations, and/or we may
experience high rates of personnel turnover.

Our industry is very labor-intensive, and companies in our industry typically experience a high rate of employee turnover. We
generally compete for qualified personnel with companies in our business and in the collection agency, tele-services and
telemarketing industries. We will not be able to service our receivables effectively, continue our growth or operate profitably if we
cannot hire and retain qualified collection personnel. Further, high turnover rate among our employees increases our recruiting and
training costs and may limit the number of experienced collection personnel available to service our receivables. Our newer
employees tend to be less productive and generally produce the greatest rate of personnel turnover. If the turnover rate among our
employees increases, we will have fewer experienced employees available to service our receivables, which could reduce
collections and therefore result in lower revenues and earnings.

We may not be able to manage our growth effectively.

We have expanded significantly since our formation. However, our growth will place additional demands on our resources, and we
cannot be sure that we will be able to manage our growth effectively. Continued growth could place a strain on our management,
operations and financial resources. We cannot assure you that our infrastructure, facilities and personnel will be adequate to
support our future operations or to effectively adapt to future growth. If we cannot manage our growth effectively, our results of
operations may be materially adversely affected.
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The failure of our technology and telecommunications systems could have an adverse effect on our operations.

Our success depends in large part on sophisticated computer and telecommunications systems. The temporary or permanent loss
of our computer and telecommunications equipment and software systems, through casualty, operating malfunction, software virus,
or service provider failure, could disrupt our operations. In the normal course of our business, we must record and process
significant amounts of data quickly and accurately to properly bid on prospective acquisitions of receivable portfolios and to access,
maintain and expand the databases we use for our collection activities. Any simultaneous failure of our information systems and
their backup systems would interrupt our business operations.

Our business depends heavily on services provided by various local and long-distance telephone companies. A significant increase
in telephone service costs or any significant interruption in telephone services could negatively affect our operating results or
disrupt our operations.

We may not be able to successfully anticipate, invest in or adopt technological advances within our industry.

Our business relies on computer and telecommunications technologies, and our ability to integrate new technologies into our
business is essential to our competitive position and our success. We may not be successful in anticipating, managing, or adopting
technological changes on a timely basis. Computer and telecommunications technologies are evolving rapidly and are
characterized by short product life cycles.

While we believe that our existing information systems are sufficient to meet our current and foreseeable demands and continued
expansion, our future growth may require additional investment in these systems. We depend on having the capital resources
necessary to invest in new technologies to acquire and service receivables. We cannot assure you that adequate capital resources
will be available to us.

We may not be able to adequately protect the intellectual property rights upon which we rely.

We rely on proprietary software programs and valuation and collection processes and techniques, and we believe that these assets
provide us with a competitive advantage. We consider our proprietary software, processes and techniques to be trade secrets, but
they are not protected by patent or registered copyright. We may not be able to adequately protect our technology and data
resources, which may materially diminish our competitive advantage.

Our results of operations may be materially adversely affected if bankruptcy filings increase.

Our business model may be uniquely vulnerable to an economic recession which typically results in an increase in the amount of
defaulted consumer receivables, thereby contributing to an increase in the amount of personal bankruptcy filings. Under certain
bankruptcy filings, a debtor�s assets are sold to repay credit originators, but since the defaulted consumer receivables we often
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recession. We cannot assure you that our collection experience would not decline with an increase in bankruptcy filings. If our
actual collection experience with respect to a defaulted consumer receivable portfolio is significantly lower than we projected when
we purchased the portfolio, our earnings could be negatively affected.

We have engaged in transactions with members of our Board of Directors, significant stockholders, and entities affiliated
with them; future transactions with related parties could pose conflicts of interest.

In the past, we have engaged in transactions with members of our Board of Directors, significant stockholders, and entities affiliated
with them, which inherently give rise to conflicts of interest. For example, certain of these parties have previously provided financing
and financial guarantees to us and have received additional equity interests, such as warrants, in connection with such
transactions. Transactions with related parties such as these pose a risk that such transactions are on terms that are not as
beneficial to us as those that may be arranged with third parties. As required by Nasdaq Marketplace Rules, our Audit Committee
monitors transactions entered into by us and where such transactions involve a related party or otherwise are perceived to present
a conflict of interest, takes steps designed to mitigate such conflicts, such as submitting the proposed transaction to those directors
who are unaffiliated with the related party involved in the transaction or otherwise not subject to a conflict of interest for their review
and approval.

Risks related to the notes

Although the notes are referred to as �senior notes,� the notes are effectively subordinated to the rights of our existing and
future secured creditors and any liabilities of our subsidiaries.

Holders of our present and future secured indebtedness will have claims that are senior to your claims as holders of the notes and
to the extent of the value of the assets securing such other indebtedness. We have granted a security interest in all of our assets in
connection with our new senior secured revolving credit facility and the remaining balance on our former secured financing facility
which expired on December 31, 2004 and may grant security interests in our receivable portfolios in the future to obtain financing.
The notes are effectively subordinated to such existing secured financings and any other secured indebtedness incurred by us. In
the event of any distribution or payment of our assets in any foreclosure, dissolution, winding-up, liquidation, reorganization or other
bankruptcy proceeding, holders of secured indebtedness will have prior claim to those assets that constitute their collateral.
Holders of the notes will participate ratably with all holders of our unsecured indebtedness that is deemed to be of the same class
as the notes, and potentially with all of our other general creditors, based upon the respective amounts owed to each holder or
creditor, in our remaining assets. In any of the foregoing events, we cannot assure you that there will be sufficient assets to pay
amounts due on the notes. In addition, the notes will be structurally junior to the liabilities of our subsidiaries.

A change in control or a fundamental change may adversely affect us or the notes.

If a fundamental change event occurs, we cannot assure you that we will have enough funds to repurchase all the notes. In
addition, our new senior secured revolving credit facility does, and future debt we incur may, limit our ability to repurchase the notes
upon a fundamental change. Moreover, if you or other investors in our notes exercise the repurchase right for a fundamental
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change, it may cause a default under that debt, even if the fundamental change itself does not cause a default, owing to the
financial effect of such a purchase on us.

Furthermore, the fundamental change provisions including the provisions requiring the increase to the conversion rate for
conversions in connection with a fundamental change, may in certain circumstances make more difficult or discourage a takeover
of our company and the removal of incumbent management.

Encore is essentially a holding company and relies on dividends and distributions from its subsidiaries.

Notwithstanding the fact that Encore incurs liabilities for its own account, Encore is essentially a holding company with no income
producing operations of its own and no significant assets other than its ownership of the capital stock of its subsidiaries. Encore is,
therefore, dependent upon the receipt of dividends, advances or other distributions from its subsidiaries to fund any obligations that
it incurs, including to make payments to holders of the notes. The ability of Encore�s subsidiaries to pay dividends and make other
payments to Encore is restricted by, among other things, applicable corporate and other laws and regulations. Accordingly, in the
event that such subsidiaries cannot pay funds necessary to enable Encore to meet its obligations under the notes, Encore will be
severely restricted in its ability to pay interest on or principal of the notes.

The conditional conversion feature of the notes could result in your receiving less than the value of our common stock
into which a note would otherwise be convertible.

Prior to March 19, 2010, the notes are convertible into shares of our common stock, or cash and shares of our common stock, in
each case, only if specified conditions are met. If the specific conditions for conversion are not met, you will not be able to convert
your notes, and you may not be able to receive the value of the cash and common stock into which the notes would otherwise be
convertible.

The IRS may challenge our ability to claim interest deductions with respect to the notes.

Section 279 of the Internal Revenue Code disallows the deduction of interest paid or accrued on certain convertible debt
instruments if the convertible debt is used, directly or indirectly, to finance a corporate acquisition and certain other conditions are
met. Our ability to consummate strategic acquisitions is a component of our operating strategy, and we have recently completed
two strategic acquisitions. Although we do not believe that Section 279 would apply to disallow our interest deduction with respect
to the notes, there is no assurance that Section 279 would not apply. Moreover, the application of Section 279 to the interest on the
notes in future periods depends in part on the facts and circumstances then in existence. If we were not entitled to deduct interest
on the notes, our after-tax operating results could be adversely affected.

Because the notes will be net share settled, upon conversion of the notes, we will pay only cash in settlement of the
principal amount or conversion value thereof and we will settle any amounts in excess of principal in shares of our
common stock.
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paying cash in settlement of the lesser of the principal amount and the conversion value of the notes and by delivering shares of
our common stock in settlement of any and all conversion obligations in excess of the daily conversion values, as described under
�Conversion rights� Payment upon conversion�Conversions following stockholder consent�. Accordingly, upon conversion of a note,
holders might not receive any shares of our common stock, or they might receive fewer shares of common stock relative to the
conversion value of the note. In addition, any settlement of a conversion of notes into cash and shares of our common stock will be
delayed until at least the 23rd trading day following our receipt of the holder�s conversion notice. Accordingly, you may receive less
proceeds than expected because the value of our common stock may decline (or fail to appreciate as much as you may expect)
between the day that you exercise your conversion right and the day the conversion value of your notes is determined.

Our failure to convert the notes into cash or a combination of cash and common stock upon exercise of a holder�s conversion right
in accordance with the provisions of the indenture would constitute a default under the indenture. In addition, a default under the
indenture could lead to a default under existing and future agreements governing our indebtedness. If, due to a default, the
repayment of related indebtedness were to be accelerated after any applicable notice or grace periods, we may not have sufficient
funds to repay such indebtedness and the notes.

There is no public market for the notes, which could limit their market price or the ability to sell them for an amount equal
to or higher than their initial offering price.

The notes are a new issue of securities for which there currently is no trading market. We do not intend to list the notes on any
national securities exchange or to seek the admission of the notes for trading on the Nasdaq National Market. The initial
purchasers have advised us that they intend to make a market in the notes, but they are not obligated to do so, and if they do make
a market in the notes, they may stop at any time. A market may not develop for the notes, and you may not be able to sell your
notes. If any of the notes are traded after their initial issuance, they may trade at a discount from their initial offering price. Future
trading prices of the notes will depend on many factors, including prevailing interest rates, the trading price for our common stock,
the market for similar securities, general economic conditions and our financial condition, performance and prospects. Historically,
the market for convertible debt has been subject to disruptions that have caused volatility in the prices of securities similar to the
notes. Such a market, if any, for the notes may suffer from similar disruptions, and disruptions may materially adversely affect the
prices at which you may sell your notes.

If the market price of our common stock decreases, the market price of our notes may similarly decrease.

We expect that the market price of our notes will be significantly affected by the market price of our common stock. This may result
in greater volatility in the market price of the notes than would be expected for debt securities. The market price of our common
stock will likely continue to fluctuate in response to factors including the factors discussed elsewhere in the sections of this
prospectus titled �Risk factors� and �Forward-looking statements,� many of which are beyond our control. For instance, the price of our
common stock could be affected by possible sales of our common stock by investors who view the notes as a more attractive
means of equity
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participation in our company and by hedging or arbitrage trading activity that may develop involving our common stock. The
hedging or arbitrage could, in turn, affect the trading prices of the notes.

Conversion of the notes will dilute the ownership interest of existing stockholders, including holders who had previously
converted their notes.

The conversion of some or all of the notes will dilute the ownership interests of existing stockholders. Any sales in the public market
of the common stock issuable upon such conversion could adversely affect prevailing market prices of our common stock. In
addition, the existence of the notes may encourage short selling by market participants because the conversion of the notes could
be used to satisfy short positions, or anticipated conversion of the notes into shares of our common stock could depress the price
of our common stock.

The notes are not protected by restrictive covenants.

The indenture governing the notes does not contain any financial or operating covenants or restrictions on the payments of
dividends, the incurrence of indebtedness or the issuance or repurchase of securities by us or any of our subsidiaries. The
indenture contains no covenants or other provisions to afford protection to holders of the notes in the event of a fundamental
change involving Encore except to the extent described under �Description of notes�Fundamental change permits holders to require
us to purchase notes,� and �Description of notes�Conversion rights�Conversion rate adjustments�Adjustment to shares delivered upon
conversion upon certain fundamental changes.�

The adjustment to the conversion rate for notes converted in connection with a specified corporate transaction may not
adequately compensate you for any lost value of your notes as a result of such transaction.

If a specified corporate transaction that constitutes a fundamental change occurs prior to maturity, under certain circumstances, we
will increase the conversion rate by a number of additional shares of our common stock for notes converted in connection with such
specified corporate transaction. The increase in the conversion rate will be determined based on the date on which the specified
corporate transaction becomes effective and the price paid per share of our common stock in such transaction, as described below
under �Description of notes� Conversion rights.� The adjustment to the conversion rate for notes converted in connection with a
specified corporate transaction may not adequately compensate you for any lost value of your notes as a result of such transaction.
In addition, if the price of our common stock in the transaction is greater than $75 per share or less than $17.87 (in each case,
subject to adjustment), no adjustment will be made to the conversion rate. Moreover, in no event will the total number of shares of
common stock issuable upon conversion as a result of this adjustment exceed 55.9597 per $1,000 principal amount of notes,
subject to adjustments in the same manner as the conversion rate as set forth under �Description of notes�Conversion rate
adjustments.� Our obligation to increase the conversion rate in connection with a specified corporate transaction could be
considered a penalty, in which case the enforceability thereof would be subject to general principles of reasonableness of economic
remedies.
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If you hold notes, you will not be entitled to any rights with respect to our common stock, but you will be subject to all
changes made with respect to our common stock.

If you hold notes, you will not be entitled to any rights with respect to our common stock (including, without limitation, voting rights
and rights to receive any dividends or other distributions on our common stock), but if you subsequently convert your notes to
common stock, you will be subject to all changes affecting the common stock. You will have rights with respect to our common
stock only if and when we deliver shares of common stock to you upon conversion of your notes and, to a limited extent, under the
conversion rate adjustments applicable to the notes. For example, in the event that an amendment is proposed to our certificate of
incorporation or bylaws requiring stockholder approval and the record date for determining the stockholders of record entitled to
vote on the amendment occurs prior to delivery of common stock to you, you will not be entitled to vote on the amendment,
although you will nevertheless be subject to any changes in the powers or rights of our common stock.

The price of our common stock historically has been volatile. This volatility may make it difficult for you to resell the
notes or the common stock into which the notes are convertible, and the sale of substantial amounts of our common
stock could adversely affect the price of our common stock.

The market price for our common stock has varied between a high of $21.65 and a low of $12.65 per share from February 1, 2005
through February 1, 2006. This volatility may make it difficult for you to resell the notes or the common stock into which the notes
are convertible, and the sale of substantial amounts of our common stock could adversely affect the price of our common stock.
Our stock price is likely to continue to be volatile and subject to significant price and volume fluctuations in response to market and
other factors, including the other factors discussed in the sections of this prospectus titled �Risk factors� and �Forward-looking
statements.�

In the past, following periods of volatility in the market price of their stock, many companies have been the subject of securities
class action litigation. If we became involved in securities class action litigation in the future, it could result in substantial costs and
diversion of our management�s attention and resources and could harm our stock price, business, prospects, results of operations
and financial condition.

In addition, the broader stock market has experienced significant price and volume fluctuations in recent years. This volatility has
affected the market prices of securities issued by many companies for reasons unrelated to their operating performance and may
adversely affect the price of our common stock. In addition, our announcements of our quarterly operating results, changes in
general conditions in the economy or the financial markets and other developments affecting us, our affiliates or our competitors
could cause the market price of our common stock to fluctuate substantially. The trading price of the notes is expected to be
affected significantly by the price of our common stock.

The conversion rate of the notes may not be adjusted for all dilutive events, which may adversely affect the trading price
of the notes.

The conversion rate of the notes is subject to adjustment for certain events, including, but not limited to, the issuance of stock
dividends on our common stock, the issuance of certain rights or warrants, subdivisions, combinations, distributions of capital
stock, indebtedness, or assets, cash
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dividends and certain issuer tender or exchange offers as described under �Description of notes�Conversion rights�Conversion rate
adjustments.� However, the conversion rate will not be adjusted for other events, such as certain exchange offers or an issuance of
common stock for cash, that may adversely affect the trading price of the notes or the common stock. An event that adversely
affects the value of the notes may occur, and that event may not result in an adjustment to the conversion rate.

We have never paid dividends and do not anticipate paying any dividends on our common stock in the future.

We currently intend to retain any earnings to finance our operations and growth. The terms and conditions of our new senior
secured revolving credit facility restrict and limit payments or distributions in respect of our capital stock. Since we have never paid
dividends and do not anticipate paying any dividends on our common stock in the future, any short-term return on your investment
will depend on the market price of the notes and our common stock.

The notes will probably not be rated or may receive a lower rating than anticipated.

We believe it is unlikely that the notes will be rated. However, if one or more rating agencies rates the notes and assigns the notes
a rating lower than the rating expected by investors, or reduces their rating in the future, the market price of the notes and our
common stock would be harmed.

You may be deemed to have received a taxable dividend without the receipt of any cash.

If we pay a cash dividend on our common stock, an adjustment to the conversion rate may result, and you may be deemed to have
received a taxable dividend subject to United States federal income tax without the receipt of any cash. In addition, adjustments (or
failures to make adjustments) that have the effect of increasing a United States holder�s proportionate share in our assets or
earnings may, in some circumstances, result in a deemed distribution to such holder. For example, if the conversion rate is
increased at our discretion or in certain other circumstances (including in connection with the payment of additional shares in
connection with a make-whole fundamental change), such increase may result in a deemed payment of a taxable dividend to
holders of the notes to the extent of our current and accumulated earnings and profits, notwithstanding the fact that the holders do
not receive a cash payment. See �Material United States federal income tax considerations�Tax consequences to United States
holders�Constructive dividends.� If you are a non-U.S. holder (as defined in �Material United States federal income tax
considerations�), such deemed dividend may be subject to United States federal withholding tax at a 30% rate or such lower rate as
may be specified by an applicable treaty. See �Material United States federal income tax considerations�Tax consequences to
non-United States holders.�

The convertible note hedge and warrant option transactions may affect the value of the notes and our common stock.

We have entered into a convertible note hedge transaction with each of JPMorgan Chase Bank, National Association, and Morgan
Stanley International Limited (each, a �dealer�). We also have entered into a warrant option transaction with the dealers. These
transactions are expected to
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reduce the potential dilution upon conversion of the notes. These transactions were accounted for as an adjustment to our
stockholders� equity. In connection with hedging these transactions, the dealers or their respective affiliates:

� have entered into various over-the-counter derivative transactions with respect to our common stock, concurrently with and
shortly after the pricing of the notes; and

� may enter into, or may unwind, various over-the-counter derivatives and/or purchase or sell our common stock in secondary
market transactions following the pricing of the notes (including during any observation period related to a conversion of notes).

The dealers or their respective affiliates are likely to modify their hedge positions from time to time prior to conversion or maturity of
the notes by purchasing and selling shares of our common stock, other of our securities, or other instruments they may wish to use
in connection with such hedging. In particular, to the extent we settle conversions in cash and shares of our common stock as
described under �Description of notes�Conversion rights�Payment upon conversion�Conversions following stockholder consent,� such
hedging modification may occur during any observation period for a conversion of notes, which may have a negative effect on the
value of the consideration received in relation to the conversion of those notes. In addition, we intend to exercise options we hold
under the convertible note hedge transaction whenever notes are converted. In order to unwind its hedge position with respect to
those exercised options, the dealers or their respective affiliates expect to sell shares of our common stock in secondary market
transactions or unwind various over-the-counter derivative transactions with respect to our common stock during the observation
period, if any, for the converted notes.

Risks related to our common stock

Our directors, executive officers, and principal stockholders have significant influence and could take actions that may
not be in the best interests of our other stockholders.

Our officers, directors, and certain of our principal stockholders control a significant amount of our outstanding common stock. In
addition, two of our principal stockholder groups have representatives on our board of directors. As a result, these stockholder
groups have significant influence over our management and affairs and matters requiring stockholder approval, including the
election of directors and approval of significant corporate transactions. These factors may have the effect of delaying or preventing
a change in control or a merger, consolidation, or other business combination at a premium price if these stockholders oppose it,
even though it may be in the best interest of our other stockholders.

A sale of a substantial number of shares of our common stock may cause the price of our common stock and the notes to
decline.

If our stockholders sell substantial amounts of our common stock in the public market, including shares issued upon the exercise of
outstanding options, the market price of our common stock could fall and, as a result, the market price of our notes would also likely
decrease. These sales also might make it more difficult for us to sell equity or equity-related securities in the future at a time and
price that we deem reasonable or appropriate.
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We can issue preferred stock without your approval, which could materially adversely affect the rights of common
stockholders.

Our certificate of incorporation authorizes us to issue �blank check� preferred stock, the designation, number, voting powers,
preferences, and rights of which may be fixed or altered from time to time by our board of directors. Accordingly, the board of
directors has the authority, without stockholder approval, to issue preferred stock with rights that could materially adversely affect
the voting power or other rights of the common stock holders or the market value of the common stock.

Anti-takeover provisions in our charter documents and Delaware law may inhibit beneficial changes of control.

We are a Delaware corporation and the anti-takeover provisions of our certificate of incorporation and bylaws and Delaware law
impose various impediments to the ability of a third party to acquire control of us, even if a change in control would be beneficial to
our existing stockholders. For example:

� our board of directors has the power to issue shares of preferred stock and set the related terms without stockholder approval;

� we are restricted in our ability to enter into business combinations with �interested stockholders�;

� our stockholders may hold a special meeting only if our board of directors calls the meeting or if a majority of the votes entitled to
be cast at a special meeting make a written demand for the meeting; and

� we require advanced notice for nominating candidates and for stockholder proposals.
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Forward-looking statements

This prospectus and the documents incorporated by reference herein contain forward-looking statements within the meaning of
Section 27A of the Securities Act and Section 21E of the Securities Exchange Act of 1934, as amended (the �Exchange Act�). All
statements, other than statements of historical facts, included or incorporated herein regarding our strategy, future operations,
financial position, future revenues, projected costs, prospects, plans and objectives are forward-looking statements. In some cases,
you can identify forward-looking statements by terminology such as �anticipates,� �believes,� �estimates,� �expects,� �intends,� �may,� �plans,�
�projects,� �will,� �would,� and similar expressions or expressions of the negative of these terms. Such statements are only predictions
and, accordingly, are subject to substantial risks, uncertainties and assumptions.

Actual results or events could differ materially from the plans, intentions and expectations disclosed in the forward-looking
statements we make. We caution you that any forward-looking statements reflect only our belief at the time the statement is made.
Although we believe that the expectations reflected in our forward-looking statements are reasonable, we cannot guarantee our
future results, levels of activity, performance or achievements. We have included in this prospectus important factors that we
believe could cause actual results or events to differ materially from the forward-looking statements that we make. See �Risk factors�
in this prospectus and in our filings with the SEC. However, management cannot predict all factors, or combination of factors, that
may cause actual results to differ materially from those projected in any forward-looking statements. In addition, unless required by
law, we undertake no obligation to publicly update or revise any forward-looking statements to reflect events or developments after
the date of this prospectus.
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Use of proceeds

We will not receive any proceeds from the resale of the notes or the sale of the shares of common stock issuable upon conversion
of the notes.
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Ratio of earnings to fixed charges

Fiscal Year Ended December 31,

Nine Months Ended

September 30,

    2004     2003     2002     2001     2000     2005     2004
Ratio of earnings to fixed charges(1) 2.09 2.41 1.42 0.15 (2.78) 2.55 2.08
Dollar value deficiency (millions)
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