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Item 2.02 Results of Operations and Financial Condition
 
On February 4, 2021, the Company issued a press release providing estimated preliminary financial results for the year ended December 31, 2020.
 
A copy of the press release is furnished as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein by reference.
 
The Company has not completed its financial statement reporting process for the fourth quarter. The preliminary estimates discussed in the press release are
subject to change upon the completion of the Company’s financial closing procedures, final adjustments and other developments, including audit and
review by the Company’s independent registered public accounting firm, that may arise between now and the time the financial results for the fourth
quarter and year end are finalized. During the course of that process, the Company may identify items that would require it to make adjustments, which
may be material, to the information in the press release. As a result, the preliminary unaudited financial information included in the press release is
forward-looking information and is subject to risks and uncertainties, including possible material adjustments to the preliminary financial information.
 
Item 7.01 Regulation FD Disclosure
 
The information set forth in Item 2.02 is incorporated by reference into this Item 7.01.
 
On February 4, 2021, Rent-A-Center, Inc., a Delaware corporation (the “Company”), announced that Radiant Funding SPV LLC, a Delaware limited
liability company and wholly-owned subsidiary of the Company, intends to offer, subject to market conditions and other factors, $450 million aggregate
principal amount of senior unsecured notes due 2029 (the “Notes”) to persons reasonably believed to be qualified institutional buyers in reliance on the
exemption from registration provided by Rule 144A under the Securities Act of 1933, as amended (the “Securities Act”), and to certain non-U.S. persons in
offshore transactions in reliance on Regulation S under the Securities Act (the “Offering”).
 
A copy of the press release announcing the Offering is furnished as Exhibit 99.2 to this Current Report on Form 8-K and is incorporated herein by
reference.
 
In connection with the Offering and the Company’s previously announced acquisition of Acima Holdings, LLC (“Acima”), the Company is providing
prospective investors with certain information that has not been previously publicly reported, including certain unaudited pro forma financial information.
 
The unaudited pro forma financial information is furnished herewith as Exhibit 99.3 and is incorporated herein by reference solely for purposes of this Item
7.01. This information, which has not been previously reported, is excerpted from a preliminary offering memorandum that is being disseminated in
connection with the Offering.
 
The preliminary offering memorandum that is being disseminated in connection with the Offering also includes an update to the Company’s risk factors
from its Annual Report on Form 10-K for the year ended December 31, 2019 and risk factors relating to the Company’s indebtedness and the proposed
acquisition of Acima. The risk factors are furnished herewith as Exhibit 99.4 and incorporated herein by reference solely for purposes of this Item 7.01.
 
This Current Report on Form 8-K does not constitute an offer to sell or the solicitation of an offer to buy any security and shall not constitute an offer,
solicitation or sale of any security in any jurisdiction in which such offering, solicitation or sale would be unlawful. The Notes will not be registered under
the Securities Act, any state securities laws or the securities laws of any other jurisdiction, and may not be offered or sold in the United States absent
registration or an applicable exemption from registration.
 

 



 

 
Recent Developments
 
Expiration of Hart-Scott-Rodino Waiting Period
 
Expiration or early termination of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (the “HSR Act”) is one of the
conditions to consummation of the previously announced acquisition of Acima. The applicable waiting period under the HSR Act expired at 11:59 p.m. on
February 3, 2021. The acquisition is currently expected to close in the first quarter of 2021.
 
COVID-19
 
As a result of COVID-19 and related jurisdictional ordinances implemented in the United States beginning in the latter half of March 2020 to contain the
spread of COVID-19 or mitigate its effects, a significant number of Preferred Lease retail partner locations were temporarily closed, resulting in the initial
closure of approximately 65% of our staffed Preferred Lease locations, which operated within those stores. In addition, while the majority of our Rent-A-
Center Business stores remained open, due to government orders in certain jurisdictions, beginning in mid-March 2020 we temporarily shut down
operations at a small number of stores and approximately 24% of our stores were partially closed. Our partially closed locations operated with closed
showrooms, conducting business only through e-commerce web orders and transitioned to a contactless curbside service model or to a ship-from-store
model, to the extent permitted by local orders. Some franchise locations and stores in our Mexico operating segment were also temporarily closed or had
restricted operations due to COVID-19. All locations in our Rent-A-Center Business, Franchising and Mexico operating segments and staffed Preferred
Lease locations temporarily or partially closed at the onset of the pandemic were reopened in the second quarter of 2020. In the latter portion of 2020 and
into 2021, the number of COVID-19 cases has increased significantly and certain governmental authorities have imposed or re-imposed restrictions on our
business. As of the date of this Current Report on Form 8-K, all locations in our Rent-A-Center Business, Franchising and Mexico operating segments and
staffed Preferred Lease locations are providing full in-store services subject to local requirements for sanitization, social distancing and capacity limitations
and, in Mexico, certain restrictions regarding hours of operation.
 
In response to the negative impacts to our business resulting from COVID-19, in 2020, we proactively implemented certain measures to reduce operating
expenses and cash flow uses, including implementing temporary executive pay reductions, temporarily furloughing certain employees at our store locations
and corporate headquarters, reducing store hours in certain locations, renegotiating real estate leases, reducing inventory purchases and capital
expenditures, and, for a brief period of time, suspending further share repurchases. In addition, we implemented additional electronic payment methods for
our Rent-A-Center Business and Preferred Lease customers to facilitate contactless transactions.
 
There are no assurances we will not be subject to future government actions negatively impacting our business as the pandemic progresses. However, while
we may also be impacted by deteriorating worldwide economic conditions, including elevated unemployment rates throughout the United States, which
could have a sustained impact on discretionary consumer spending, the lease-to-own industry has remained resilient because it provides credit constrained
customers with a viable option to obtain merchandise they may not otherwise be able to obtain through other retailers offering financing options.
 
The information in this Current Report on Form 8-K is being furnished, but shall not be deemed to be “filed” for purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section or Sections 11 and 12(a)(2) of the Securities Act. The information
contained herein and in the accompanying Exhibits shall not be incorporated by reference into any filing with the U.S. Securities and Exchange
Commission made by the Company, whether made before or after the date hereof, regardless of any general incorporation language in such filing.
 

 



 

 
Cautionary Note Regarding Forward Looking Statements
 
This Current Report on Form 8-K contains forward-looking statements that involve risks and uncertainties. Such forward-looking statements generally can
be identified by the use of forward-looking terminology such as "may," "will," "expect," "intend," "could," "estimate," "predict," "continue," "should,"
"anticipate," "believe," or “confident,” or the negative thereof or variations thereon or similar terminology and include, among others, statements
concerning our anticipated 2020 financial and operational results and our anticipated acquisition of Acima. However, there can be no assurance that such
expectations will occur. The Company's actual future performance could differ materially and adversely from such statements. Factors that could cause or
contribute to such material and adverse differences include, but are not limited to: (1) risks relating to the proposed transaction with Acima, including (i)
the inability to obtain regulatory approvals required to consummate the transaction with Acima on the terms expected, at all or in a timely manner, (ii) the
ability of the Company to obtain the required debt financing pursuant to its commitment letters and, if obtained, the potential impact of the additional debt
on the Company’s leverage ratio, interest expense and other business and financial impacts and restrictions due to the additional debt, (iii) the failure of
other conditions to closing the transaction and the ability of the parties to consummate the proposed transaction on a timely basis or at all, (iv) the failure of
the transaction to deliver the estimated value and benefits expected by the Company, (v) the incurrence of unexpected future costs, liabilities or obligations
as a result of the transaction, (vi) the effect of the announcement of the transaction on the ability of the Company or Acima to retain and hire personnel and
maintain relationships with retail partners, consumers and others with whom the Company and Acima do business, (vii) the ability of the Company to
successfully integrate Acima’s operations, (viii) the ability of the Company to successfully implement its plans, forecasts and other expectations with
respect to Acima’s business after the closing and (ix) other risks and uncertainties inherent in a transaction of this size, (2) the impact of the COVID-19
pandemic and related government and regulatory restrictions issued to combat the pandemic, including adverse changes in such restrictions, and impacts on
(i) demand for the Company's lease-to-own products, (ii) the Company's retail partners, (iii) the Company's customers and their willingness and ability to
satisfy their lease obligations, (iv) the Company's suppliers' ability to satisfy merchandise needs, (v) the Company's coworkers, (vi) the Company's
financial and operational performance, and (vii) the Company's liquidity; (3) the general strength of the economy and other economic conditions affecting
consumer preferences and spending; (4) factors affecting the disposable income available to the Company's current and potential customers; (5) the appeal
of the Company’s new Preferred Dynamix platform to retail partners and consumers; (6) risks related to the Company's virtual lease-to-own business,
including the Company's ability to continue to develop and successfully implement the necessary technologies; (7) exposure to potential operating margin
degradation due to the higher cost of merchandise in the Company’s Preferred Lease offering and potential for higher merchandise losses; (8) the
Company's ability to protect its proprietary intellectual property; (9) increased competition from traditional competitors, virtual lease-to-own competitors,
online retailers and other competitors, including subprime lenders; (10) the Company's ability to identify and successfully market products and services that
appeal to its current and future targeted customer segments; (11) consumer preferences and perceptions of the Company's brands; (12) changes in the
enforcement of existing laws and regulations and the enactment of new laws and regulations adversely affecting the Company's business, including any
legislative or regulatory enforcement efforts that seek to re-characterize store-based or virtual lease-to-own transactions as credit sales and to apply
consumer credit laws and regulations to the Company's business; (13) the Company's compliance with applicable statutes or regulations governing its
businesses; (14) information technology and data security costs; (15) the impact of any breaches in data security or other disturbances to the Company's
information technology and other networks and the Company's ability to protect the integrity and security of individually identifiable data of its customers
and employees; (16) adjustments identified in connection with the completion of the Company’s financial statement reporting process for the fourth quarter
of 2020 and (17) the other risks detailed from time to time in the Company's SEC reports, including but not limited to, its Annual Report on Form 10-K for
the year ended December 31, 2019 and in its subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and Exhibit 99.4 to this
Current Report on Form 8-K. You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this
Current Report on Form 8-K. Except as required by law, the Company is not obligated to publicly release any revisions to these forward-looking statements
to reflect the events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.
 
Item 9.01. Financial Statements and Exhibits.
 
(d) Exhibits
 

Exhibit
No.  Description

99.1  Press Release, dated February 4, 2021, Rent-A-Center, Inc. Provides Preliminary Update on 2020 Results
99.2  Press Release, dated February 4, 2021, Rent-A-Center, Inc. Announces Notes Offering
99.3  Unaudited Pro Forma Condensed Combined Financial Information
99.4  Risk Factors
104  Cover Page Interactive Data File (formatted in Inline XBRL and contained in Exhibit 101)
 

 



 

 
SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
 RENT-A-CENTER, INC.
   
Date: February 4, 2021 By: /S/ Bryan Pechersky
  Bryan Pechersky
  Executive Vice President, General Counsel and Secretary
 

 



 
Exhibit 99.1

 
For Immediate Release:

 
RENT-A-CENTER, INC. PROVIDES ESTIMATED PRELIMINARY 2020 RESULTS

 
Diluted EPS and Adjusted EBITDA Expected to be Ahead of Previous Guidance

 
Rent-A-Center Business Fourth Quarter Same Store Sales up 13.7%

 
Preferred Lease Fourth Quarter Invoice Volume up Approximately 25%

 
_______________________________________________

 
Plano, Texas, February 4, 2021 - Rent-A-Center, Inc. (the "Company" or "Rent-A-Center") (NASDAQ/NGS: RCII) today announced that, in connection
with the financing for its previously announced acquisition of Acima Holdings, LLC, it is providing selected preliminary financial information for its full
year 2020.
 
As of the date of this release, the Company has not completed its financial statement reporting process for the fourth quarter or full year. During the course
of that process, the Company may identify items that would require it to make adjustments, which may be material, to the information presented below. As
a result, the preliminary unaudited financial information included in this release is forward-looking information and is subject to risks and uncertainties,
including possible material adjustments to the preliminary financial information.
 
Preliminary Unaudited Financial Information for Full Year 2020
 
“We ended 2020 on a strong note, with an expected 5.4 percent increase in full year revenue supported by an estimated 13.7 percent increase in fourth
quarter same store sales at the Rent-A-Center Business segment and approximately 25 percent increase in fourth quarter invoice volume for Preferred
Lease,” said Mitch Fadel, Chief Executive Officer. "The Preferred Lease gains were achieved despite supply chain constraints in that segment during the
quarter."
 
“As they have all year, our teams executed extremely well," continued Mr. Fadel, "with favorable performance in the Rent-A-Center Business in the quarter
supporting better than expected improvement in our full year Adjusted EBITDA margin. We look forward to discussing our final results in our fourth
quarter earnings call.”
 
Based on preliminary estimates, the Company expects total 2020 revenues to be approximately $2.814 billion. That compares to its prior guidance (1) for
total revenue of $2.795 billion to $2.825 billion for 2020.
 
On a GAAP basis, the Company expects to generate $234 million to $241 million in operating profit for the full year 2020. Net earnings and diluted
earnings per share, on a GAAP basis, are expected to be in the range of $207 million to $213 million and $3.72 to $3.82, respectively.
 
Excluding special items, the Company expects Adjusted EBITDA for the full year 2020 to be in the range of $329 million to $333 million versus its prior
guidance (1) of $308 million to $323 million, and diluted earnings per share for 2020 in the range of $3.51 to $3.56 versus its prior guidance (1) of $3.35 to
$3.50. The Company ended 2020 with approximately $159 million of cash and cash equivalents and outstanding indebtedness of $197.5 million, as
compared to $70.5 million and $239.5 million, respectively, as of December 31, 2019.
 
Preliminary 2020 Results Compared to Prior Year and Prior Guidance
 
  2020 Preliminary Results   2020 Prior Guidance (1)   Actual   

  Low   High   Midpoint   

Midpoint vs.
Prior

Guidance   Low   High   Midpoint   2019  
Consolidated                                 
Total Revenues
($M)  $ 2,814  $ 2,814  $ 2,814  $ 4  $ 2,795  $ 2,825  $ 2,810  $ 2,670 
Adjusted
EBITDA ($M) (2)  $ 329  $ 333  $ 331  $ 15  $ 308  $ 323  $ 316  $ 254 
Diluted Non-
GAAP EPS (2)  $ 3.51  $ 3.56  $ 3.54  $ 0.11  $ 3.35  $ 3.50  $ 3.43  $ 2.24 
 
 
(1) All prior guidance referenced in this press release is as of October 28, 2020.
 
(2) Non-GAAP financial measure. Refer to supplemental disclosures included below in this release for additional information.
 

 



 

 
About Rent-A-Center, Inc.
 
Rent-A-Center, Inc. (NASDAQ: RCII) is an industry leading omni-channel lease-to-own provider for the credit constrained customer. The Company
focuses on improving the quality of life for its customers by providing access and the opportunity to obtain ownership of high-quality, durable products via
small payments over time under a flexible lease-purchase agreement and no long-term debt obligation. Preferred Lease provides virtual and staffed lease-
to-own solutions to retail partners in stores and online enabling our partners to grow sales by expanding their customer base utilizing our differentiated
offering. The Rent-A-Center Business and Mexico segments provide lease-to-own options on products such as furniture, appliances, consumer electronics,
and computers in approximately 1,950 Rent-A-Center stores in the United States, Mexico, and Puerto Rico and on its e-commerce platform,
Rentacenter.com. The Franchising segment is a national franchiser of approximately 460 franchise locations. Rent-A-Center is headquartered in Plano,
Texas. For additional information about the Company, please visit our website at Rentacenter.com or Investor.rentacenter.com.
 

 



 

 
Forward Looking Statements
 
This press release and the guidance above contain forward-looking statements that involve risks and uncertainties. Such forward-looking statements
generally can be identified by the use of forward-looking terminology such as "may," "will," "expect," "intend," "could," "estimate," "predict," "continue,"
"should," "anticipate," "believe," or “confident,” or the negative thereof or variations thereon or similar terminology and include, among others, statements
concerning our anticipated 2020 financial and operational results and our anticipated acquisition of Acima. However, there can be no assurance that such
expectations will occur. The Company's actual future performance could differ materially and adversely from such statements. Factors that could cause or
contribute to such material and adverse differences include, but are not limited to: (1) risks relating to the proposed transaction with Acima, including (i)
the inability to obtain regulatory approvals required to consummate the transaction with Acima on the terms expected, at all or in a timely manner, (ii) the
ability of the Company to obtain the required debt financing pursuant to its commitment letters and, if obtained, the potential impact of the additional debt
on the Company’s leverage ratio, interest expense and other business and financial impacts and restrictions due to the additional debt, (iii) the failure of
other conditions to closing the transaction and the ability of the parties to consummate the proposed transaction on a timely basis or at all, (iv) the failure of
the transaction to deliver the estimated value and benefits expected by the Company, (v) the incurrence of unexpected future costs, liabilities or obligations
as a result of the transaction, (vi) the effect of the announcement of the transaction on the ability of the Company or Acima to retain and hire personnel and
maintain relationships with retail partners, consumers and others with whom the Company and Acima do business, (vii) the ability of the Company to
successfully integrate Acima’s operations, (viii) the ability of the Company to successfully implement its plans, forecasts and other expectations with
respect to Acima’s business after the closing and (ix) other risks and uncertainties inherent in a transaction of this size, (2) the impact of the COVID-19
pandemic and related government and regulatory restrictions issued to combat the pandemic, including adverse changes in such restrictions, and impacts on
(i) demand for the Company's lease-to-own products, (ii) the Company's retail partners, (iii) the Company's customers and their willingness and ability to
satisfy their lease obligations, (iv) the Company's suppliers' ability to satisfy merchandise needs, (v) the Company's coworkers, (vi) the Company's
financial and operational performance, and (vii) the Company's liquidity; (3) the general strength of the economy and other economic conditions affecting
consumer preferences and spending; (4) factors affecting the disposable income available to the Company's current and potential customers; (5) the appeal
of the Company’s new Preferred Dynamix platform to retail partners and consumers; (6) risks related to the Company's virtual lease-to-own business,
including the Company's ability to continue to develop and successfully implement the necessary technologies; (7) exposure to potential operating margin
degradation due to the higher cost of merchandise in the Company’s Preferred Lease offering and potential for higher merchandise losses; (8) the
Company's ability to protect its proprietary intellectual property; (9) increased competition from traditional competitors, virtual lease-to-own competitors,
online retailers and other competitors, including subprime lenders; (10) the Company's ability to identify and successfully market products and services that
appeal to its current and future targeted customer segments; (11) consumer preferences and perceptions of the Company's brands; (12) changes in the
enforcement of existing laws and regulations and the enactment of new laws and regulations adversely affecting the Company's business, including any
legislative or regulatory enforcement efforts that seek to re-characterize store-based or virtual lease-to-own transactions as credit sales and to apply
consumer credit laws and regulations to the Company's business; (13) the Company's compliance with applicable statutes or regulations governing its
businesses; (14) information technology and data security costs; (15) the impact of any breaches in data security or other disturbances to the Company's
information technology and other networks and the Company's ability to protect the integrity and security of individually identifiable data of its customers
and employees; (16) adjustments identified in connection with the completion of the Company’s financial statement reporting process for the fourth quarter
and full year 2020 and (17) the other risks detailed from time to time in the Company's SEC reports, including but not limited to, its Annual Report on
Form 10-K for the year ended December 31, 2019 and in its subsequent Quarterly Reports on Form 10-Q and Current Reports on Form 8-K. You are
cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date of this press release. Except as required by law,
the Company is not obligated to publicly release any revisions to these forward-looking statements to reflect the events or circumstances after the date
hereof or to reflect the occurrence of unanticipated events.
 
Non-GAAP Financial Measures
This release contains certain financial information determined by methods other than in accordance with U.S. Generally Accepted Accounting Principles
(“GAAP”), including (1) Non-GAAP diluted earnings per share (net earnings, as adjusted for special items (as defined below), net of taxes, divided by the
number of shares of our common stock on a fully diluted basis) and (2) Adjusted EBITDA (net earnings before interest, taxes, depreciation and
amortization, as adjusted for special items) on a consolidated basis. “Special items” refers to certain gains and charges we view as extraordinary or non-
recurring in nature and which we believe do not reflect our core business activities. For the periods presented herein, these special items are described in
the quantitative reconciliation tables included below.
 

 



 

 
These non-GAAP measures are additional tools intended to assist our management in comparing our performance on a more consistent basis for purposes
of business decision-making by removing the impact of certain items management believes do not directly reflect our core operations. These measures are
intended to assist management in evaluating operating performance and liquidity, comparing performance and liquidity across periods, planning and
forecasting future business operations, helping determine levels of operating and capital investments and identifying and assessing additional trends
potentially impacting our company that may not be shown solely by comparisons of GAAP measures. Consolidated Adjusted EBITDA is also used as part
our incentive compensation program for our executive officers and others.
 
We believe these non-GAAP financial measures also provide supplemental information that is useful to investors, analysts and other external users of our
consolidated financial statements in understanding our financial results and evaluating our performance and liquidity from period to period. However, non-
GAAP financial measures have inherent limitations and are not substitutes for or superior to, and they should be read together with, our consolidated
financial statements prepared in accordance with GAAP. Further, because non-GAAP financial measures are not standardized, it may not be possible to
compare such measures to the non-GAAP financial measures presented by other companies, even if they have the same or similar names.
 
The reconciliations for the twelve months ended December 31, 2020 set forth below are estimates only. As of the date of this release, the Company has not
completed its financial statement reporting process for the fourth quarter or full year 2020. During the course of that process, the Company may identify
items that would require it to make adjustments, which may be material, to the information presented below. As a result, the preliminary unaudited
financial information included in this release is forward-looking information and is subject to risks and uncertainties, including possible material
adjustments to the preliminary financial information.
 
Preliminary estimated reconciliation of net earnings to net earnings excluding special items and non-GAAP diluted earnings per share:
 
  Twelve Months Ended December 31, 2020  
  Low   High  
(in millions, except per share data)  Amount  Per Share   Amount   Per Share  
Net earnings  $ 207  $ 3.72  $  213  $ 3.82 
Special Items, net of taxes (1)  (9)  (0.21)  (13)  (0.26)

Net earnings excluding special items                                                               $ 198  $ 3.51  $  200  $ 3.56 
 
(1) Special items for the twelve months ended December 31, 2020 include loss incurred on sale of RAC Business Stores in California to a franchisee, costs
related to the execution of the definitive agreement to acquire Acima Holdings, LLC, legal settlement reserves, write-off of certain IT hardware assets,
shutdown and holding costs related to RAC Business store closures, and impacts related to COVID-19, offset by the release of tax valuation allowances.
 
Preliminary estimated reconciliation of operating profit to Adjusted EBITDA:
 
 

 
Twelve Months Ended December 31,

2020
(In millions) Low  High
Operating Profit $  234  $   241
Plus: Amortization, Depreciation 57   57
Special Items (Extraordinary, Unusual or Non-Recurring Gains or Charges)(1) 38   35
Adjusted EBITDA $  329  $ 333
       

 
(1) Special items for the twelve months ended December 31, 2020 includes loss incurred on sale of RAC Business Stores in California to a franchisee, costs
related to the execution of the definitive agreement to acquire Acima Holdings, LLC, legal settlement reserves, write-off of certain IT hardware assets,
shutdown and holding costs related to RAC Business store closures, and impacts related to COVID-19.

 
Investors:
Rent-A-Center, Inc.
Maureen Short
EVP, Chief Financial Officer
972-801-1899
maureen.short@rentacenter.com
 

 

 



 
Exhibit 99.2

 
For Immediate Release:

 
RENT-A-CENTER, INC. ANNOUNCES INTENTION TO OFFER $450 MILLION OF SENIOR UNSECURED NOTES

____________________________________
 

Plano, Texas, February 4, 2021 - Rent-A-Center, Inc. (the "Company" or "Rent-A-Center") (NASDAQ/NGS: RCII), today announced that its wholly-
owned subsidiary, Radiant Funding SPV LLC, intends, subject to market and other customary conditions, to offer $450 million in aggregate principal
amount of senior unsecured notes due 2029 (the “Notes”) in a private offering.
 
Rent-A-Center intends to use the net proceeds from this offering, together with borrowings under the Company’s asset based revolving credit facility and a
new term loan facility, to finance the consideration required to effect its merger with Acima Holdings, LLC (the “Merger”).
 
The offering of the Notes will be made in a private transaction in reliance upon an exemption from the registration requirements of the Securities Act of
1933, as amended (the “Securities Act”), only to persons reasonably believed to be “qualified institutional buyers” in accordance with Rule 144A under the
Securities Act and to persons outside the United States in accordance with Regulation S under the Securities Act.
 
This press release does not and will not constitute an offer to sell or the solicitation of an offer to buy the Notes or any other securities, nor will there be any
sale of the Notes or any other securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification
under the securities laws of any such jurisdiction. The Notes and related note guarantees have not been and will not be registered under the Securities Act
or any state or other jurisdiction’s securities laws, and may not be offered or sold in the United States to, or for the benefit of, U.S. persons absent
registration or an applicable exemption from the registration requirements of the Securities Act and applicable securities laws of any state or other
jurisdiction.
 
Forward-Looking Statements
 
This press release contains forward-looking statements that involve risks and uncertainties. Such forward-looking statements generally can be identified by
the use of forward-looking terminology such as "may," "will," "expect," "intend," "could," "estimate," "predict," "continue," "should," "anticipate,"
"believe," or “confident,” or the negative thereof or variations thereon or similar terminology. However, there can be no assurance that such expectations
will occur. Factors that could cause or contribute to such material and adverse differences include, but are not limited to: (1) risks relating to the proposed
transaction with Acima, including (i) the inability to obtain regulatory approvals required to consummate the transaction with Acima on the terms expected,
at all or in a timely manner, (ii) the ability of the Company to obtain the required debt financing pursuant to its commitment letters and, if obtained, the
potential impact of the additional debt on the Company’s leverage ratio, interest expense and other business and financial impacts and restrictions due to the
additional debt, (iii) the failure of other conditions to closing the transaction and the ability of the parties to consummate the proposed transaction on a
timely basis or at all, (iv) the failure of the transaction to deliver the estimated value and benefits expected by the Company, (v) the incurrence of
unexpected future costs, liabilities or obligations as a result of the transaction, (vi) the effect of the announcement of the transaction on the ability of the
Company or Acima to retain and hire personnel and maintain relationships with retail partners, consumers and others with whom the Company and Acima
do business, (vii) the ability of the Company to successfully integrate Acima’s operations, (viii) the ability of the Company to successfully implement its
plans, forecasts and other expectations with respect to Acima’s business after the closing and (ix) other risks and uncertainties inherent in a transaction of
this size; (2) the impact of the COVID-19 pandemic and related government and regulatory restrictions issued to combat the pandemic, including adverse
changes in such restrictions; (3) market conditions affecting the proposed offering; (4) changes in plans or timing relating to the proposed offering; (5)
changes in macroeconomic and market conditions and market volatility (including developments and volatility arising from the COVID-19 pandemic),
including interest rates and the effect on the credit markets and access to capital; and (6) the other risks detailed from time to time in the Company's SEC
reports, including but not limited to, its Annual Report on Form 10-K for the year ended December 31, 2019 and in its subsequent Quarterly Reports on
Form 10-Q and Current Reports on Form 8-K. You are cautioned not to place undue reliance on these forward-looking statements, which speak only as of
the date of this press release. Except as required by law, the Company is not obligated to publicly release any revisions to these forward-looking statements
to reflect the events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.
 

 



 
Exhibit 99.3 

 
Unaudited pro forma condensed combined financial information

 
The following unaudited pro forma condensed combined balance sheet as of September 30, 2020 and unaudited pro forma condensed combined statement
of operations for the year ended December 31, 2019, the nine months ended September 30, 2020, the nine months ended September 30, 2019 and the
twelve months ended September 30, 2020 are based on the individual historical consolidated financial statements of Rent-A-Center and Acima,
respectively, included elsewhere or incorporated by reference in this offering memorandum. The unaudited pro forma condensed combined statements of
operations give effect to the Transactions described under the section entitled “The Transactions” as if they had occurred on January 1, 2019, and for
purposes of the pro forma condensed combined balance sheet, as if they had occurred on September 30, 2020.
 
The unaudited pro forma condensed combined financial information includes pro forma adjustments that are directly attributable to the Transactions and
are factually supportable. The pro forma adjustments set forth in the unaudited pro forma condensed combined financial information reflect the following:
 

· the Transactions and changes in assets and liabilities to record the preliminary estimates of their respective fair value in accordance with purchase
accounting;

 
· changes in depreciation and amortization expense resulting from the preliminary fair value adjustments to the identifiable net tangible assets and

amortizable intangible assets of Acima in the Transactions;
 

· changes in indebtedness incurred in connection with the Transactions;
 

· certain transaction fees and debt issuance costs incurred in connection with the Transactions;
 

· changes in interest expense resulting from the Transactions, including amortization of estimated debt issuance costs;
 

· changes in stock-based compensation expense resulting from the Transactions;
 

· a preliminary estimate of the effect of the above adjustments on deferred income tax assets, liabilities and related expense; and
 

· the equity impact of the Transactions and the corresponding elimination of historical equity balances of Acima.
 
The consummation of the Transactions is subject to the satisfaction of customary closing conditions, including the absence of a material adverse change in
the Rent-A-Center business or Acima business as set forth in the Merger Agreement. See the section entitled “The Transactions”.
 
The unaudited pro forma adjustments are based upon available information and certain assumptions that Rent-A-Center management believes are
reasonable under the circumstances. The unaudited pro forma condensed combined financial information is presented for informational purposes only and
does not purport to represent what the results of operations or financial condition would have been had the Transactions actually occurred on the dates
indicated, nor do they purport to project the results of operations or financial condition for any future period or as of any future date. The unaudited pro
forma condensed combined financial information should be read in conjunction with the sections entitled “Risk factors,” “The Transactions,” “Use of
proceeds,” “Summary historical consolidated financial information of Rent-A-Center,” “Summary historical consolidated financial information of Acima,”
“Management’s discussion and analysis of financial condition and results of operations of Rent-A-Center,” “Management’s discussion and analysis of
financial condition and results of operations of Acima,” as well as the audited and unaudited historical financial statements and related notes of each of
Rent-A-Center and Acima included elsewhere or incorporated by reference in this offering memorandum. Assumptions underlying the pro forma
adjustments are described in the accompanying notes, which should be read in conjunction with the unaudited pro forma condensed combined financial
information.
 

 



 

 
Unaudited pro forma condensed combined balance sheet
as of September 30, 2020
(Dollars in thousands)
 

  Historical   Transaction      
Other

transaction        

  
Rent-A-
Center   

Acima as
presented (1)   

accounting
adjustments   Note   

accounting
adjustments   Note   

Pro forma
combined  

ASSETS                           
Cash and cash equivalents  $ 227,398  $ 25,408  $ (1,246,263)  3   $ 1,234,491  4   $ 241,034 
Receivables, net of allowance for
doubtful accounts   75,471   25,477   -      -      100,948 
Prepaid expenses and other assets   40,172   851   (203)  3    -      40,820 
Rental merchandise, net                           

On rent   680,955   315,430   (3,216)  3    -      993,169 
Held for rent   119,903   -   -      -      119,903 

Merchandise held for installment sale   4,287   -   -      -      4,287 
Property assets, net of accumulated
depreciation   145,298   12,485   169,034  3    -      326,817 
Operating lease right-of-use   280,845   -   9,123  3    -      289,968 
Deferred tax asset   14,889   -   -      -      14,889 
Goodwill   70,217   -   308,678  3    -      378,895 
Other intangible assets, net   8,130   -   440,000  3    -      448,130 
                           

Total assets  $ 1,667,565  $ 379,651  $ (322,847)     $ 1,234,491     $ 2,958,860 
                           
LIABILITIES                           
Accounts payable - trade   176,304   1,241   -      -      177,545 
Accrued liabilities   305,919   38,671   26,627  3    -      371,217 
Operating lease liabilities   283,784   -   9,294  3    -      293,078 
Deferred tax liability   168,622   -   (94,193)  3    -      74,429 
Senior debt, net   190,599   152,500   (152,500)  3    1,234,491  4    1,425,090 
                           

Total liabilities  $ 1,125,228  $ 192,412  $ (210,772)     $ 1,234,491     $ 2,341,359 
                           
STOCKHOLDERS' EQUITY                           
Common stock, $0.01 par value   1,103   -   27  3    -      1,130 
Additional paid-in capital   878,965   -   102,137  3    -      981,102 
Retained earnings   1,051,760   -   (27,000)  3    -      1,024,760 
Treasury stock at cost   (1,375,541)   -   -      -      (1,375,541)
Accumulated other comprehensive
loss   (13,950)   -   -      -      (13,950)
Equity   -   187,239   (187,239)  3    -      - 

Total stockholders' equity  $ 542,337  $ 187,239  $ (112,075)     $ -     $ 617,501 
Total liabilities and stockholders'
equity  $ 1,667,565  $ 379,651  $ (322,847)     $ 1,234,491     $ 2,958,860 

 
(See the accompanying notes.)
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Unaudited pro forma condensed combined statement of operations
for the year ended December 31, 2019
(Dollars in thousands)
 

  Historical   Transaction      
Other

transaction        

  
Rent-A-

Center (1)   
Acima as

presented (2)   
accounting

adjustments   Note   
accounting

adjustments   Note   
Pro forma
combined  

Revenues                           
Store                           

Rentals and fees  $ 2,224,402  $ 668,022  $ -     $ -     $ 2,892,424 
Merchandise sales   304,630   198,435   -      -      503,065 
Installment sales   70,434   -   -      -      70,434 
Other   4,795   -   -      -      4,795 

Total store revenues   2,604,261   866,457   -      -      3,470,718 
Franchise                           
Merchandise sales   49,135   -   -      -      49,135 
Royalty income and fees   16,456   -   -      -      16,456 
Total revenues   2,669,852   866,457   -      -      3,536,309 
Cost of revenues                           
Store                           

Cost of rentals and fees   634,878   355,153   -      -      990,031 
Cost of merchandise sold   319,006   254,893   -      -      573,899 
Cost of installment sales   23,383   -   -      -      23,383 

Total cost of store revenues   977,267   610,046   -      -      1,587,313 
Franchise cost of merchandise sold   48,514   -   -      -      48,514 

Total cost of revenues   1,025,781   610,046   -      -      1,635,827 
Gross profit   1,644,071   256,411   -      -      1,900,482 
Operating expenses                           

Store expenses                           
Labor   630,096   18,571   -      -      648,667 
Other store expenses   617,106   88,088   500  3    -      705,694 

General and administrative expenses  142,634   10,720   143,591  3    -      296,945 
Depreciation and amortization   61,104   2,868   78,846  3    -      142,818 
Other (gains) and charges   (60,728)   -   -      2,698  4    (58,030)

Total operating expenses   1,390,212   120,247   222,937      2,698      1,736,094 
Operating profit   253,859   136,164   (222,937)      (2,698)      164,388 

Debt refinancing charges   2,168   -   -      -      2,168 
Interest expense   31,031   12,863   -      46,684  4    90,578 
Interest income   (3,123)   -   -      -      (3,123)
Earnings before income taxes   223,783   123,301   (222,937)      (49,382)      74,765 
Income tax expense (benefit)   50,237   -   4,239  3    (12,346)  4    42,130 
Net earnings  $ 173,546  $ 123,301  $ (227,176)     $ (37,036)     $ 32,635 
 
(See the accompanying notes.)
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Unaudited pro forma condensed combined statement of operations
for the nine months ended September 30, 2020
(Dollars in thousands)
 
  Historical                 

  
Rent-A-

Center (1)   
Acima as

presented (2)   

Transaction
accounting

adjustments   Note   

Other
transaction
accounting

adjustments   Note   
Pro forma
combined  

Revenues                           
Store                           

Rentals and fees  $ 1,682,310  $ 672,539  $ -     $ -     $ 2,354,849 
Merchandise sales   300,693   241,573   -      -      542,266 
Installment sales   48,970   -   -      -      48,970 
Other   2,341   -   -      -      2,341 

Total store revenues   2,034,314   914,112   -      -      2,948,426 
Franchise                           
Merchandise sales   49,553   -   -      -      49,553 
Royalty income and fees   13,833   -   -      -      13,833 
Total revenues   2,097,700   914,112   -      -      3,011,812 
Cost of revenues                           
Store                           

Cost of rentals and fees   489,606   341,284   -      -      830,890 
Cost of merchandise sold   296,894   308,286   -      -      605,180 
Cost of installment sales   16,830   -   -      -      16,830 

Total cost of store revenues   803,330   649,570   -      -      1,452,900 
Franchise cost of merchandise sold   49,632   -   -      -      49,632 

Total cost of revenues   852,962   649,570   -      -      1,502,532 
Gross profit   1,244,738   264,542   -      -      1,509,280 
Operating expenses                           

Store expenses                           
Labor   434,216   16,514   -      -      450,730 
Other store expenses   463,292   68,498   (308)  3    -      531,482 

General and administrative expenses  113,694   11,413   87,443  3    -      212,550 
Depreciation and amortization   43,071   2,783   43,503  3    -      89,357 
Other (gains) and charges   7,768   -   -      -      7,768 

Total operating expenses   1,062,041   99,208   130,638      -      1,291,887 
Operating profit   182,697   165,334   (130,638)      -      217,393 

Interest expense   11,958   9,121   -      46,855  4    67,934 
Interest income   (561)   -   -      -      (561)
Earnings before income taxes   171,300   156,213   (130,638)      (46,855)      150,020 
Income tax expense (benefit)   19,485   -   28,254  3    (11,714)  4    36,025 
Net earnings  $ 151,815  $ 156,213  $ (158,892)     $ (35,141)     $ 113,995 
 
(See the accompanying notes.)
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Unaudited pro forma condensed combined statement of operations
for the nine months ended September 30, 2019
(Dollars in thousands)
 
  Historical                 

  
Rent-A-

Center (1)   
Acima as

presented (2)   

Transaction
accounting

adjustments   Note   

Other
transaction
accounting

adjustments   Note   
Pro forma
combined  

Revenues                           
Store                           

Rentals and fees  $ 1,665,829  $ 474,000  $ -     $ -     $ 2,139,829 
Merchandise sales   240,864   144,928   -      -      385,792 
Installment sales   49,658   -   -      -      49,658 
Other   2,962   -   -      -      2,962 

Total store revenues   1,959,313   618,928   -      -      2,578,241 
Franchise                           
Merchandise sales   30,307   -   -      -      30,307 
Royalty income and fees   12,370   -   -      -      12,370 
Total revenues   2,001,990   618,928   -      -      2,620,918 
Cost of revenues                           
Store                           

Cost of rentals and fees   473,001   251,648   -      -      724,649 
Cost of merchandise sold   250,000   184,209   -      -      434,209 
Cost of installment sales   16,133   -   -      -      16,133 

Total cost of store revenues   739,134   435,857   -      -      1,174,991 
Franchise cost of merchandise sold   29,923   -   -      -      29,923 

Total cost of revenues   769,057   435,857   -      -      1,204,914 
Gross profit   1,232,933   183,071   -      -      1,416,004 
Operating expenses                           

Store expenses                           
Labor   473,221   13,314   -      -      486,535 
Other store expenses   463,385   61,734   (251)  3    -      524,868 

General and administrative expenses  105,822   7,484   87,443  3    -      200,749 
Depreciation and amortization   45,788   2,068   59,218  3    -      107,074 
Other (gains) and charges   (41,308)   -   -      2,698  4    (38,610)

Total operating expenses   1,046,908   84,600   146,410      2,698      1,280,616 
Operating profit   186,025   98,471   (146,410)      (2,698)      135,388 

Debt refinancing charges   2,168   -   -      -      2,168 
Interest expense   26,214   9,929   -      31,791  4    67,934 
Interest income   (2,956)   -   -      -      (2,956)
Earnings before income taxes   160,599   88,542   (146,410)      (34,489)      68,242 
Income tax expense (benefit)   27,544   -   7,394  3    (8,622)  4    26,316 
Net earnings  $ 133,055  $ 88,542  $ (153,804)     $ (25,867)     $ 41,926 
 
(See the accompanying notes.)
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Unaudited pro forma condensed combined statement of operations
for the last twelve months ended September 30, 2020
(Dollars in thousands)
 
  Historical                 

  
Rent-A-
Center(1)   

Acima as
presented (2)   

Transaction
accounting

adjustments   Note   

Other
transaction
accounting

adjustments  Note   
Pro forma
combined  

Revenues                      
Store                      

Rentals and fees  $ 2,240,883  $ 866,561  $ -     $ -     $ 3,107,444 
Merchandise sales   364,459   295,080   -      -      659,539 
Installment sales   69,746   -   -      -      69,746 
Other   4,174   -   -      -      4,174 

Total store revenues   2,679,262   1,161,641   -      -      3,840,903 
Franchise                           
Merchandise sales   68,381   -   -      -      68,381 
Royalty income and fees   17,919   -   -      -      17,919 
Total revenues   2,765,562   1,161,641   -      -      3,927,203 
Cost of revenues                           
Store                           

Cost of rentals and fees   651,483   444,789   -      -      1,096,272 
Cost of merchandise sold   365,900   378,970   -      -      744,870 
Cost of installment sales   24,080   -   -      -      24,080 

Total cost of store revenues   1,041,463   823,759   -      -      1,865,222 
Franchise cost of merchandise sold   68,223   -   -      -      68,223 

Total cost of revenues   1,109,686   823,759   -      -      1,933,445 
Gross profit   1,655,876   337,882   -      -      1,993,758 
Operating expenses                           
    Store expenses                           

    Labor   591,091   21,772   -      -      612,863 
    Other store expenses   617,013   94,854   (59)      -      711,808 

    General and administrative expenses   150,506   14,649   116,591  3    -      281,746 
    Depreciation and amortization   58,387   3,583   63,131  3    -      125,101 
    Other (gains) and charges   (11,652)   -   -      -      (11,652)

Total operating expenses   1,405,345   134,858   179,663      -      1,719,866 
Operating profit   250,531   203,024   (179,663)      -      273,892 

Interest expense   16,775   12,055   -      61,748  4    90,578 
Interest income   (728)   -   -      -      (728)
Earnings before income taxes   234,484   190,969   (179,663)      (61,748)      184,042 
Income tax expense (benefit)   42,178   -   31,974  3    (15,437)  4    58,715 
Net earnings  $ 192,306  $ 190,969  $ (211,637)     $ (46,311)     $ 125,327 
 
(See the accompanying notes.)
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Notes to unaudited pro forma condensed combined financial information
 
Note 1- Basis of presentation
 
The Merger will be accounted for as an acquisition in accordance with ASC 805, Business Combinations (“ASC 805”) and the purchase price will be
allocated to the fair value of Acima’s identifiable assets acquired and liabilities assumed.
 
The preliminary purchase price for the Merger is estimated as listed below, subject to certain closing adjustments. The preliminary purchase price includes
$1.22 billion in cash, net of cash acquired and 2.6 million shares of Rent-A-Center common shares to be issued in exchange for outstanding Class A and
Class B units of Acima. These Rent-A-Center common shares included in the purchase price are issued to non-Acima employees and are subject to certain
transfer restrictions post-merger pursuant to the lock-up agreement. These Rent-A-Center shares subject to a lock-up agreement will be released from their
transfer restrictions over a period of 18 months, in three tranches each in 6-month intervals after the closing date of the Merger. As each tranche of common
shares is released based on the terms of the lock-up agreement, the fair value of the Rent-A-Center common shares issued at closing of the Merger have
been adjusted to reflect the effects of the respective lockup periods. The Rent-A-Center shares to be issued to Acima employees are subject to certain
vesting conditions over a 36-month period and thus have been excluded from the purchase price and instead will be accounted for post-Merger as stock-
based compensation expense subject to ASC Topic 718, “Stock-based Compensation” (“ASC 718”).
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The preliminary purchase price allocated below has been developed based on preliminary estimates of fair value using the historical financial statements
and information of Acima as of September 30, 2020. In addition, the allocation of the preliminary purchase price to acquired identifiable assets and
assumed liabilities is based on the preliminary valuation of the tangible and identifiable intangible assets acquired and liabilities assumed used by
management to prepare the unaudited pro forma condensed combined financial information. The preliminary purchase price and purchase price allocation
are presented as follows:
 

(Dollars in thousands)  Purchase Price   

Post-
Combination

Expense   Total  
Cash consideration paid to unit holders  $ 1,093,763      $ 1,093,763 
Cash consideration paid to extinguish Acima historical debt   152,500       152,500 
Equity consideration (subject to lock-up)1             

Equity subject to 6 month lock-up period   35,240       35,240 
Equity subject to 12 month lock-up period   33,926       33,926 
Equity subject to 18 month lock-up period   32,998       32,998 

Equity consideration (subject to restricted stock agreement)       349,773   349,773 
Total  $ 1,348,427  $ 349,773  $ 1,698,200 
 
1 The estimated fair value of the equity consideration subject to the Lock-up Agreement has been determined based on the Rent-A-Center share price as of
close on January 28, 2021 and discounted to reflect the timing of the release of the shares from the lock-up agreement.
 
The value of Rent-A-Center shares issued to non-Acima employees included in the purchase price will vary based on the market price of Rent-A-Center’s
common shares upon closing of the Merger. Management of Rent-A-Center believes that a 10% fluctuation in the market price of its common stock is
reasonably possible based on historical volatility, and the potential effect on purchase price would be:
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 Rent-A-Center's Share Price  Purchase Price (Equity Portion)  
As presented $ 43.20 $ 102,164 
10% increase  47.52  10,216 
10% decrease  38.88  (10,216)
 
Preliminary purchase consideration:     
Estimated purchase price  $ 1,323,019 
     
Assets acquired:     
Receivables, net of allowance for doubtful accounts   25,477 
Prepaid expenses and other assets   648 
Rental merchandise, net   312,214 
Property assets, net of accumulated depreciation   181,519 
Intangible assets   440,000 
Operating lease right-of-use   9,123 

Total assets acquired   968,981 
Liabilities assumed:     
Accounts payable – trade   1,241 
Accrued liabilities   38,298 
Operating lease liability   9,294 
Deferred tax liability   (94,193)

Total liabilities and redeemable noncontrolling interest assumed   (45,360)
     

Net assets acquired, excluding goodwill   1,014,341 
     
Goodwill (consideration transferred above net assets acquired)  $ 308,678 
 
Preliminary purchase price allocation:
 
Any difference between the fair value of the consideration transferred and the fair values of the assets acquired and liabilities assumed is presented as
goodwill.
 
The unaudited pro forma condensed combined statement of operations also includes certain accounting adjustments related to the Transactions, including
items expected to impact the combined results, such as amortization expense on acquired intangible assets and stock-based compensation expense for Rent-
A-Center shares issued as part of the Transactions.
 
The final allocation of the purchase price and acquisition accounting will be determined at a later date and is dependent on a number of factors, including
the final valuation of the fair value of tangible and identifiable intangible assets acquired and liabilities assumed as of the closing date of the Transactions,
the final valuation of the Rent-A-Center shares issued and included in the purchase price as of the closing date and the resolution of any purchase price
adjustments pursuant to the Merger Agreement. Accordingly, the final purchase price allocation and acquisition accounting may change upon the receipt of
additional and more detailed information, and such changes could result in a material change to the unaudited pro forma condensed combined financial
information. The acquisition accounting and related depreciation and amortization reflected in the unaudited pro forma condensed combined financial
statements are preliminary, have been made solely for the purpose of preparing these statements and may change upon the receipt of additional and more
detailed information. Such changes could result in a material change to the unaudited pro forma condensed combined financial information. Rent-A-Center
expects to finalize the purchase price allocation as soon as practicable after completing the Merger.
 
Additionally, the unaudited pro forma condensed combined statement of operations includes certain financing adjustments related to the ABL Credit
Facility, the Term Loan Facility and the unsecured notes, each of which is expected to have an effect on the combined results. The unaudited pro forma
condensed combined statement of operations do not include the impacts of any revenue, cost or other operating synergies that may result from the
Transactions or any related restructuring costs.
 
Upon the consummation of the Merger, Acima’s accounting policies will be conformed to those of Rent-A-Center. Rent-A-Center and Acima have
identified preliminary adjustments to conform Acima’s accounting policies to those of Rent-A-Center based upon currently available information and
assumptions management believes to be reasonable. The unaudited pro forma condensed combined balance sheet and statement of operations have been
adjusted to reflect these changes as further described in Note 3 – Transaction accounting pro forma adjustments and accounting policy adjustments for
additional information.
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We are not aware of any other material differences between the accounting policies of the two companies, except for the adjustments described in Note 3 –
Transaction accounting pro forma adjustments and accounting policy adjustments and the adjustments described in Note 2 – Reclassifications to reclassify
certain balances presented in the historical financial statements of Acima to conform presentation to that of Rent-A-Center. Additional differences between
the accounting policies of the two companies may be identified that, when conformed, could have a material impact on these unaudited pro forma
condensed combined financial statements.
 
Note 2 – Reclassifications
 
The unaudited condensed combined pro forma financial statements have been adjusted to reflect certain reclassifications of Acima’s financial statements to
conform to Rent-A-Center’s financial statement presentation.
 
Financial information presented in the “Acima historical” column in the unaudited condensed combined pro forma balance sheet as of September 30, 2020
has been reclassified to conform to the presentation of Rent-A-Center as indicated in the table below:
 
Presentation in Acima 
historical financial statements  

Presentation in unaudited pro forma combined 
financial statements  

As of September
 30, 2020  

Lease receivables, net  Receivables, net of allowance for doubtful accounts  $ 24,960 
  Accrued liabilities   5,324 
Leased assets, net  Rental merchandise, net - On rent   315,430 
Intangible asset, net  Property assets, net of accumulated depreciation   10,966 
Other assets, net  Property assets, net of accumulated depreciation   1,519 
  Prepaid expenses and other assets   850 
  Receivables, net of allowance for doubtful accounts   518 
Lease liabilities  Accrued liabilities   17,697 
Operating liabilities  Accounts payable - trade   1,241 
  Accrued liabilities   2,444 
Income tax distributions payable  Equity   49,900 
Sales tax obligation, net  Equity   9,551 
  Accrued liabilities   13,206 
Senior debt  Senior debt, net   150,000 
Junior debt  Senior debt, net   2,500 
 
Financial information presented in the “Acima historical” column in the unaudited condensed combined pro forma statement of operations for the year
ended December 31, 2019, nine months ended September 30, 2020, nine months ended September 30, 2019, and 12 months ended September 30, 2020
have been reclassified to conform to that of Rent-A-Center as indicated in the table below:
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Presentation in 
Acima historical 

financial statements  

Presentation in
unaudited pro forma
combined financial 

statement  

Year ended
December 31, 

2019   

Nine months
ended 

September 30,
2020   

Nine months
ended 

September 30, 
2019   

Twelve months
ended 

September 30,
2020  

Lease portfolio revenues, net  Rentals and fees  $ 668,022  $ 672,539  $ 474,000  $ 866,561 
  Merchandise sales   198,435   241,573   144,928   295,080 
Depreciation of leased assets  Cost of rentals and fees   348,023   334,435   246,559   435,899 
  Cost of merchandise sold   254,893   308,286   184,209   378,970 
  Other store expenses   66,161   49,852   45,683   70,330 
Direct lease costs  Other store expenses   18,446   16,070   13,441   21,077 
  Cost of rentals and fees   7,130   6,849   5,089   8,890 
  Depreciation and amortization   2,582   2,473   1,853   3,202 
Senior debt facility  Interest expense   12,382   8,861   9,538   11,705 
Junior debt  Interest expense   481   260   391   350 
Payroll costs, net  Labor   18,571   16,514   13,314   21,772 
 

 
General and administrative
expenses   4,777   4,809   3,450   6,137 

Equity-based compensation
 

General and administrative
expenses   720   995   532   1,183 

Other operating costs
 

General and administrative
expenses   5,223   5,609   3,502   7,330 

  Other store expenses   3,482   2,576   2,611   3,447 
  Depreciation and amortization   286   310   214   382 
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Note 3 - Transaction accounting pro forma adjustments and accounting policy alignments
 
(a) Accounting policy adjustments
 
As stated in Note 1 – Basis of Presentation, as part of preparing the unaudited pro forma condensed combined financial information, Rent-A-Center and
Acima conducted an initial review of the accounting policies of Acima to determine if differences in accounting policies potentially require recasting of
assets or liabilities to conform to Rent-A-Center’s accounting policies. Preliminarily identified accounting policy adjustments are presented below.
 
Unaudited condensed combined pro forma balance sheet as of September 30, 2020
 

Presentation in Acima 
historical financial statements  

Presentation in unaudited pro forma combined
financial statement  

Nine months 
ended 

September 30,
2020  

Rental merchandise, net - On rent1  Equity  $ (3,216)
- 2  Operating lease right-of-use   9,123 
  Accrued liabilities   (373)
  Prepaid expenses and other assets   (202)
  Operating lease liability   9,294 
 
1 To reflect the expensing of previously capitalized direct lease cost out of Rental merchandise, net - On rent to Other store expenses
2 To reflect the adoption of ASC 842 Leases
 
Unaudited condensed combined pro forma statement of operations for the year ended December 31, 2019, nine months ended September 30, 2020, nine
months ended September 30, 2019, and 12 months ended September 30, 2020
 

  

Year ended
December 31,

2019   
Nine months ended
September 30, 2020   

Nine months ended 
September 30, 2019   

Twelve months 
ended September 

30, 2020  
Other store expenses1  $ 500  $ (308)  $ (251)  $ (59)
Income tax expense
(benefit)2   30,700   39,130   22,199   47,757 
 
1 To reflect the expensing of previously capitalized direct lease cost out of Rental merchandise, net - On rent to Other store expense
2 To reflect the change in tax structure of Acima to a taxable entity
 
(b) Reflects the decrease in cash for cash consideration of $1.25 billion transferred as part of the Transactions.
 
(c) Includes adjustments to record acquired assets at estimated acquisition-date fair values. The estimated fair values of these assets are based on the
preliminary valuations performed for the preparation of the pro forma financial information and are subject to the final valuations that will be completed
after consummation of the Transactions. The respective net adjustments have been calculated as follows:
 

  Receivables   

Prepaid 
expenses
and other 

assets   

Rental
merchandise,
net - On rent   

Property
assets   

Operating 
lease

right-of-
use   

Other
intangible 

assets  
Fair value of acquired assets  $ 25,477  $ 648  $ 312,214  $ 181,519  $ 9,123  $ 440,000 
Elimination of pre-acquisition
assets   25,477   648   312,214   12,485   9,123   - 
Net adjustment  $ -  $ -  $ -  $ 169,034  $ -  $ 440,000 
 
  Goodwill  
Goodwill in preliminary purchase price allocation  $ 378,895 
Elimination of Rent-A-Center's pre-acquisition goodwill   (70,217)
Net adjustment  $ 308,678 
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(d) Amounts allocated to Other intangible assets, net, as well as the estimated useful lives are based on preliminary fair value estimates and are subject to
change. The estimated fair value and useful life of Other intangible assets, net acquired are as follows:
 

Asset class  
Estimated preliminary fair

value   

Estimated
remaining useful

life (in years)  
Trade name   40,000   7 
Merchant relationships   380,000   10 
Relationship with existing lessees   20,000   1 
Estimated fair value of Other intangible assets, net  $ 440,000     
 
Includes adjustments to amortization expense resulting from the change in the estimated fair value of Other intangible assets, net acquired in the
Transactions. The net adjustment to amortization expense is presented within the unaudited condensed combined pro forma statements of operations as
follows:
 

  

Year ended
December 31,

2019   
Nine months ended
September 30, 2020  

Nine months ended
September 30, 2019  

Twelve months 
ended September

 30, 2020  
Total depreciation and amortization  $ 63,714  $ 32,786  $ 47,786  $ 48,714 
Elimination of pre-acquisition historical depreciation and
amortization   -   -   -   - 
                 
Net adjustment to property assets, net of accumulated
depreciation  $ 63,714  $ 32,786  $ 47,786  $ 48,714 
 
(e) Amounts allocated to Property assets, net of accumulated depreciation, as well as the estimated useful lives are based on preliminary fair value
estimates and are subject to change. The estimated fair value and useful life of Property assets, net of accumulated depreciation acquired are as follows:
 

Asset Class  
Estimated Preliminary Fair

Value   

Estimated
Remaining Useful

Life (in years)  
Developed technology  $ 180,000   10 
Estimated fair value of Property assets, net of accumulated depreciation   180,000     
 
Includes adjustments to depreciation expense resulting from the change in the estimated fair value of Property assets, net of accumulated depreciation
acquired in the Transactions. The net adjustment to depreciation expense is presented within the unaudited condensed combined pro forma statements of
operations as follows:
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Year ended
December 31,

2019   
Nine months ended
September 30, 2020  

Nine months ended
September 30, 2019  

Twelve months
ended September

 30, 2020  
Total depreciation and amortization  $ 18,000  $ 13,500  $ 13,500  $ 18,000 
Elimination of pre-acquisition historical Depreciation and
amortization   (2,868)   (2,783)   (2,068)   (3,583)
                 
Net adjustment to Other intangible assets, net  $ 15,132  $ 10,717  $ 11,432  $ 14,417 
 
(f) Reflects a $87.4 million decrease to Deferred tax liability based on a blended federal and state statutory rate of approximately 25% multiplied by the fair
value adjustments related stock-based compensation that qualifies as post combination expense in accordance with ASC 718 Compensation – stock
compensation.
 
(g) Reflects the extinguishment of the historical Acima debt of $152.5 million that was settled upon the closing of the Transactions.
 
(h) Reflects the estimated increase in shares of Rent-A-Center common shares and capital in excess of par resulting from the issuance of shares of Rent-A-
Center to Acima unit holders.
 
(i) Reflects the elimination of Acima’s historical equity balances at September 30, 2020 of $184.0 million and property assets of $11.0 million in
accordance with the acquisition method of accounting.
 
(j) Reflects the $27.0 million expense incurred as part of the execution of the Transactions which includes, among others, fees paid for financial advisors,
legal services, and professional accounting services, and the related deferred tax asset of $6.8 million at a statutory rate of approximately 25%, which is
presented as a decrease to Deferred tax liability.
 
(k) Reflects the pro forma adjustment for stock-based compensation related to the issuance of Rent-A-Center common shares to Class A and Class B Acima
employee unit holders, which are subject to vesting over the continued employment, as follows:
 

  
Year ended

December 31, 2019  
Nine months ended
September 30, 2020  

Nine months ended
September 30, 2019  

Twelve months
ended September

 30, 2020  
General and administrative expenses  $ 116,591  $ 87,443  $ 87,443  $ 116,591 
 
(l) Reflects tax effect of the Transactions accounting pro forma adjustments above at the blended federal and state statutory rate of approximately 25%, as
follows:
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Year ended

December 31, 2019  
Nine months ended
September 30, 2020  

Nine months ended
September 30, 2019  

Twelve months
ended September

 30, 2020  
Income tax expense (benefit)  $ (26,462)  $ (10,876)  $ (14,805)  $ (15,783)
 
Note 4 - Other Transaction Accounting Pro Forma Adjustments
 
Pro Forma Condensed Combined Balance Sheet as of September 30, 2020:
 
(n) As part of the acquisition of Acima, Rent-A-Center will incur approximately $1.468 billion in new debt financing. This debt will consist of three
individual debt arrangements; (i) the ABL Credit Facility, (ii) the Term Loan Facility and (iii) the unsecured notes. The debt will have an assumed blended
weighted average interest rate of 5.6%. These financing arrangements will be used to pay the aggregate cash component of the merger consideration, settle
Acima’s pre-existing debt obligations of $152.5 million, and settle Rent-A-Center’s pre-existing debt obligation of $190.6 million, net of unamortized
issuance discount and debt issuance costs of $7.4 million.
 
(dollars in thousands)  As of September 30, 2020 
Proceeds from the ABL Credit Facility  $ 143,200 
Proceeds from the Term Loan Facility   875,000 
Proceeds from the unsecured notes   450,000 
Total proceeds from Financing   1,468,200 
Less: Debt issuance costs   (43,110)
Less: Elimination of historical debt   (190,599)
Net adjustment to Senior debt, net  $ 1,234,491 
 
(o) Reflects the increase to debt (net of $43.1 million of debt issuance costs) of the three individual financing arrangements incurred as part of the
Transactions, less the effects of refinancing of Rent-A-Center’s pre-existing debt obligation of $190.6 million, net of unamortized issuance discount and
debt issuance costs, upon consummation of the Transactions.
 
A sensitivity analysis on incremental interest expense related to the ABL Credit Facility, the Term Loan Facility and the unsecured notes incurred for
purposes of financing the transaction has been performed to assess the effects that a change of 0.125% of the hypothetical assumed interest rate would have
on the interest expense related to the financing arrangements. The table below sets forth the impact that a 0.125% increase or decrease in the hypothetical
assumed interest rate would have on interest expense for the relevant periods.
 

  

Twelve 
months 
ended 

September 30, 
2020   

Nine months
ended

September 30,
2020   

Nine months
ended

September 30,
2019   

Year Ended
December 31,

2019  
1/8% increase   1,835   1,376   1,376   1,835 
1/8% decrease   (741)   (556)   (556)   (741)
  
Unaudited condensed combined pro forma statement of operations for the year ended December 31, 2019, nine months ended September 30, 2020, nine
months ended September 30, 2019, and 12 months ended September 30, 2020
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(p) Reflects the net increase to interest resulting from interest on the new debt to finance the acquisition of Acima, elimination of historical Acima and
Rent-A-Center interest expense, loss on extinguishment of Acima’s pre-existing debt and the amortization of related debt issuance costs, as follows:
 

  

Year ended
December 31,

2019   
Nine months ended
September 30, 2020  

Nine months ended
September 30, 2019  

Twelve months
ended September

 30, 2020  
Interest expense  $ 46,684  $ 46,855  $ 31,791  $ 61,748 
Other (gains) and charges   2,698   -   2,698   - 
                 
Total adjustment  $ 49,382  $ 46,855  $ 34,489  $ 61,748 
 
(q) Reflects tax effect of the Other transaction accounting pro forma adjustments above at the blended federal and state statutory rate of approximately 25%
for the impact of the merger on Rent-A-Center, as follows:
 

  

Year ended
December 31, 

2019   
Nine months ended
September 30, 2020  

Nine months ended
September 30, 2019  

Twelve months 
ended September 

30, 2020  
Income tax expense (benefit)  $ (12,346)  $ (11,714)  $ (8,622)  $ (15,437)
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Exhibit 99.4

 
Set forth below are updates to the Company’s risk factors from its Annual Report on Form 10-K for the year ended December 31, 2019 and risk

factors relating to the Company’s indebtedness and the proposed acquisition of Acima.
 

Risk factors
 

Risks relating to our indebtedness and the notes
 
The Company is a holding company and is dependent on the operations and funds of its subsidiaries.
 
The Company is a holding company with no revenue generating operations and no assets other than its ownership interests in its direct and indirect
subsidiaries. Accordingly, the Company is dependent on the cash flow generated by its direct and indirect operating subsidiaries and must rely on dividends
or other intercompany transfers from its operating subsidiaries to generate the funds necessary to meet its obligations, including the obligations under the
ABL Credit Facility, Term Loan Facility and the notes offered hereby. The ability of the Company’s subsidiaries to pay dividends or make other payments
to the Company is subject to applicable state laws. Should one or more of the Company’s subsidiaries be unable to pay dividends or make distributions, the
Company’s ability to meet its ongoing obligations could be materially and adversely affected. If we are unable to satisfy the financial and other covenants
in our debt agreements, our lenders could elect to terminate the agreements and require us to repay the outstanding borrowings, or we could face other
substantial costs.
 
Our anticipated level of indebtedness will increase significantly upon consummation of the Merger and may materially and adversely affect us.
 
In connection with the consummation of the Merger, we will incur approximately $1,468 million aggregate principal amount of indebtedness to fund the
cash consideration payable under the Merger Agreement, repay the Existing Term Loan Facility and certain existing indebtedness of Acima and its
subsidiaries, and pay related fees and expenses. As of September 30, 2020, on a pro forma basis after giving effect to the Transactions, total indebtedness of
the combined company would have been approximately $1,468 million, and we would have had undrawn commitments available for borrowings of an
additional $266 million under the ABL Credit Facility (after giving effect to approximately $91 million of outstanding letters of credit). As of September
30, 2020, on a pro forma basis after giving effect to the Transactions, the available commitments under the ABL Credit Facility would have been $500
million which, when reduced by outstanding borrowings and standby letters of credit of $234 million outstanding as of such date, amounts to $266 million
of availability under such facility.
 
In addition, we expect to continue to evaluate the possibility of acquiring additional businesses and making strategic investments, and we may elect to
finance these endeavors by incurring additional indebtedness. Moreover, to respond to competitive challenges, we may be required to raise substantial
additional capital to finance new product or service offerings. As a result, our indebtedness could increase relative to the level of indebtedness at the closing
of the Merger, and the related risks that we face could intensify.
 
Our anticipated level of indebtedness following the consummation of the Merger, together with any additional indebtedness we may incur in the future,
could materially and adversely affect us in a number of ways. For example, the anticipated level of indebtedness or any additional financing could:
 

· make it more difficult for us to pay or refinance our debts as they become due during adverse economic, financial market and industry conditions;
 

· require us to use a larger portion of our cash flow for debt service, reducing funds available for other purposes;
 

· impair our ability to take advantage of business opportunities, such as acquisition opportunities, and to react to changes in market or industry
conditions;

 

 



 

 
· increase our vulnerability to adverse economic, industry or competitive developments and decrease our ability to respond to such changes as

compared to our competitors with less leverage;
 

· materially and adversely affect our ability to obtain additional financing, particularly as substantially all of our assets will be subject to liens
securing certain of our indebtedness;

 
· decrease our profitability and/or cash flow or require us to dispose of significant assets in order to satisfy our debt service and other obligations if

cash from operations or other sources is insufficient to satisfy such obligations;
 

· increase the risk of a downgrade in the credit rating of us or any indebtedness of us or our subsidiaries which could increase the cost of further
borrowings; and

 
· limit our ability to borrow additional funds in the future to fund working capital, capital expenditures and other general corporate purposes.

 
We may also incur additional debt to meet future financing needs, which would increase our total indebtedness and impact our ability to meet our long-term
leverage goals. Although the terms of the indenture that will govern the notes and the credit agreements that will govern the ABL Credit Facility and the
Term Loan Facility will contain restrictions on the incurrence of additional debt, including secured debt, these restrictions are subject to a number of
important exceptions and debt incurred in compliance with these restrictions could be substantial. If we incur significant additional debt, the related risks
could intensify.
 
The amount of borrowings permitted under the ABL Credit Facility is limited to the value of certain of our assets, and Rent-A-Center relies on
available borrowings under the ABL Credit Facility for cash to operate its business, which subjects it to market and counterparty risk, some of which is
beyond Rent-A-Center’s control.
 
In addition to cash we generate from our business, our principal existing sources of cash are borrowings available under the ABL Credit Facility. Our
borrowing capacity under the ABL Credit Facility varies according to our eligible rental contracts, eligible installment sales accounts and inventory, net of
certain reserves. In the event of any material decrease in the amount of or appraised value of these assets, our borrowing capacity would similarly decrease,
which could materially and adversely affect our business and liquidity. The documentation governing the ABL Credit Facility contains customary
affirmative and negative covenants and certain restrictions on operations become applicable if our available credit falls below certain thresholds. These
covenants could impose significant operating and financial limitations and restrictions on us, including restrictions on our ability to enter into particular
transactions and to engage in other actions that we may believe are advisable or necessary for our business. Subject to certain exceptions, our obligations
under the ABL Credit Facility are secured by liens on substantially all of the Company’s and the subsidiary guarantors’ assets. In the event of a default that
is not cured or waived within any applicable cure periods, the lenders’ commitment to extend further credit under the ABL Credit Facility could be
terminated, our outstanding obligations could become immediately due and payable, outstanding letters of credit may be required to be cash collateralized
and remedies may be exercised against the Collateral. Our access to such financing may be unavailable or reduced, or such financing may become
significantly more expensive for any reason, including, but not limited to, adverse economic conditions. In addition, if certain of our lenders experience
difficulties that render them unable to fund future draws on the facility, we may not be able to access all or a portion of these funds. If our access to
borrowings under the ABL Credit Facility is unavailable or reduced, we may not have the necessary cash resources for our operations and, if any event of
default occurs, there is no assurance that we would have the cash resources available to repay such accelerated obligations, refinance such indebtedness on
commercially reasonable terms, or at all, or cash collateralize our letters of credit, which would have a material adverse effect on our business, financial
condition, results of operations and liquidity.
 

 



 

 
We may not be able to service all of our indebtedness and may be forced to take other actions to satisfy our obligations under our indebtedness, which
may not be successful. Our failure to meet our debt service obligations could have a material adverse effect on our business, financial condition and
results of operations.
 
We estimate that the annual cash interest payments on the combined company’s debt, on a pro forma basis after giving effect to the Transactions, would be
approximately $85 million, which could fluctuate depending on changes in interest rates. We depend on cash on hand and cash flows from operations to
make scheduled debt payments. We expect to be able to meet the estimated cash interest payments on the combined company’s debt following the Merger
through cash flows from operations of the combined company. However, our ability to generate sufficient cash flow from operations of the combined
company and to utilize other methods to make scheduled payments will depend on a range of economic, competitive and business factors, many of which
are outside of our control, and there can be no assurance that these sources will be adequate. If we are unable to service our indebtedness and fund our
operations, we will be forced to adopt an alternative strategy that may include:
 

· reducing or delaying capital expenditures;
 

· limiting our growth;
 

· seeking additional capital;
 

· selling assets;
 

· reducing or eliminating the dividend on our common stock; or
 

· restructuring or refinancing our indebtedness.
 
Even if we adopt an alternative strategy, the strategy may not be successful and we may be unable to service our indebtedness and fund our operations,
which could have a material adverse effect on our business, financial condition or results of operations. In addition, the ABL Credit Facility and the Term
Loan Facility will be secured by liens on substantially all of our and our restricted subsidiaries’ assets, and any successor credit facilities or secured notes
are likely to be secured on a similar basis. As such, following the Merger, our ability to refinance the notes or seek additional financing, or our restricted
subsidiaries’ ability to make cash available to us, by dividend, debt repayment or otherwise, to enable us to repay the amounts due under the notes, could be
impaired as a result of such security interests and the agreements governing such security interests.
 
Our inability to generate sufficient cash flows to satisfy our debt obligations, or to refinance our indebtedness on commercially reasonable terms or at all,
would materially and adversely affect our financial position and results of operations. In addition, if we cannot make scheduled payments on our debt, we
will be in default and lenders under the ABL Credit Facility could terminate their commitments to loan money, holders of the notes and lenders under the
ABL Credit Facility and the Term Loan Facility could declare all outstanding principal and interest to be due and payable, and lenders under the ABL
Credit Facility and the Term Loan Facility could foreclose against the assets securing such indebtedness and Rent-A-Center could be forced into
bankruptcy or liquidation.
 
Following the Merger, we may be able to incur substantially more debt and take other actions that could diminish our ability to make payments on the
notes when due, which could further exacerbate the risks associated with our level of indebtedness.
 
Despite our indebtedness level, following the Merger and related transactions, we may be able to incur substantially more indebtedness, including secured
indebtedness. We will not be fully restricted under the terms of the indenture governing the notes (or our other debt agreements) from incurring additional
debt, securing existing or future debt, recapitalizing our debt or taking a number of other actions that are not prohibited by the terms of the indenture
governing the notes (or our other debt agreements), any of which could have the effect of diminishing our ability to make payments on the notes when due
and further exacerbate the risks associated with our substantial indebtedness. Further, in the future we may enter into securitization transactions with
respect to certain of our receivables. Any such transactions may be structured through designated special purpose vehicles that have the sole purpose of
engaging in securitization transactions and related financing, none of which may be guarantors under the Term Loan Facility, ABL Credit Facility and the
notes offered hereby. In addition, our non-guarantor subsidiaries, including any securitization transaction special purpose vehicles, will be permitted to
incur additional debt in the future under the indenture governing the notes and the credit agreements governing the Term Loan Facility and the ABL Credit
Facility and may be permitted to incur additional debt under any other debt instruments the Issuer or the guarantors enter into in the future. The notes will
be structurally subordinated to all such debt of our non-guarantor subsidiaries. If new debt is added to our or any of our existing and future subsidiaries’
current debt levels, the related risks that we now face could intensify. See the section titled “Description of other indebtedness.”
 

 



 

 
Restrictive covenants in certain of the agreements and instruments governing our indebtedness, including the indenture that will govern the notes, may
materially and adversely affect our financial and operational flexibility.
 
The terms of our indebtedness following the consummation of the Transactions are anticipated to include restrictive covenants that impose significant
operating and financial restrictions on us and may limit our ability to engage in acts that may be in our long-term best interest, including restrictions on our
ability to, among other things, (i) create liens; (ii) transfer or sell assets; (iii) incur indebtedness or issue certain preferred stock; (iv) pay dividends, redeem
stock or make other distributions; (v) make other restricted payments or investments; (vi) create restrictions on payment of dividends or other amounts by
us to our restricted subsidiaries; (vii) merge or consolidate with other entities; (viii) engage in certain transactions with affiliates; and (ix) designate our
subsidiaries as unrestricted subsidiaries. In addition, our ability to access the full amount available under the ABL Credit Facility is subject to compliance
with a financial maintenance covenant requiring that we maintain at least a specified fixed charge coverage ratio (as such ratio is defined in the ABL Credit
Facility). Our failure to comply with any of these covenants could result in reduced borrowing capacity and/or an event of default that, if not cured or
waived, could result in the acceleration of certain of our debt, which could have a material adverse effect on our business, financial condition and results of
operations.
 
These restrictions may also make more difficult or discourage a takeover of Rent-A-Center, whether favored or opposed by our management.
Consummation of any such transaction in certain circumstances may require the redemption or repurchase of the notes, and we cannot assure you that we
or the acquiror will have sufficient financial resources to affect such a redemption or repurchase.
 
Our ability to comply with these covenants may be affected by events beyond our control, and any material deviations from our forecasts could require us
to seek waivers or amendments of covenants or alternative sources of financing, or to reduce expenditures. We cannot assure you that such waivers,
amendments or alternative financing could be obtained or, if obtained, would be on terms acceptable to us.
 
A breach of any of the covenants or restrictions contained in the indenture could result in an event of default. Such a default, if not cured or waived, could
allow our debt holders to accelerate the related debt, as well as any other debt to which a cross-acceleration or cross-default provision applies, or to declare
all borrowings outstanding thereunder to be due and payable. In the event our debt is accelerated, our assets may not be sufficient to repay such debt,
including the notes, in full. In particular, holders of the notes will be paid only if we have assets remaining after we pay amounts due on our secured
indebtedness, including the ABL Credit Facility and Term Loan Facility.
 
Our variable rate indebtedness subjects us to interest rate risk, which could cause our debt service obligations to increase significantly.
 
Currently and upon consummation of the Transactions, a portion of our indebtedness will bear interest at variable rates that are linked to changing market
interest rates. As a result, an increase in market interest rates will increase our interest expense and our debt service obligations on the variable rate
indebtedness, and our net income and cash flows, including cash available for servicing our indebtedness, will correspondingly decrease. As of September
30, 2020, on a pro forma basis after giving effect to the Transactions, we estimate that approximately $1,018 million of our indebtedness would have been
variable rate indebtedness and that, assuming all loans were fully drawn, each quarter-point (0.25%) change in interest rates would result in an additional
$3.4 million annualized pretax charge or credit to our consolidated statement of operations. As of September 30, 2020, we have not entered into any interest
rate swap agreements. In the future, we may enter into interest rate swaps that involve the exchange of floating for fixed rate interest payments in order to
reduce interest rate volatility. However, we may not maintain interest rate swaps with respect to all of our variable rate indebtedness, and any swaps we
enter into may not fully mitigate interest rate risk.
 

 



 

 
In the event the Merger is not consummated by the Merger Deadline, the Merger Agreement is terminated at any time prior thereto or conditions to the
release of the escrowed property of these offerings are not satisfied, or if the Company fails to timely deposit any required amounts into the escrow
account, the notes will be subject to a special mandatory redemption, and, as a result, you may not obtain the return you expect on the notes.
 
The Company’s ability to consummate the Merger is subject to various closing conditions, many of which are beyond its control. If the proceeds of the
offering are required to be deposited into the escrow account and the Company fails to deposit any required Escrowed Funds into the escrow account within
four days of the applicable deposit date or the Escrow Conditions are not satisfied on or prior to the Merger Deadline or the Company otherwise delivers to
the Escrow Agent an officers’ certificate stating that the Company has determined that the Merger will not be consummated on or before the Merger
Deadline or the Merger Agreement has been terminated without the Merger being consummated, then Funding SPV will be obligated to redeem all of the
notes at a redemption price equal to 100% of the issue price of the notes, plus accrued and unpaid interest, if any, to, but excluding, the date of redemption.
The escrow agreement will require the Company to deposit the required Escrowed Funds into the escrow account. See the sections titled “Description of
notes—Escrow of proceeds; special mandatory redemption.” Upon such redemption, you may not be able to reinvest the proceeds from the redemption in
an investment that yields comparable returns. Additionally, you may suffer a loss on your investment if you purchase the notes at a price greater than the
issue price of the notes. In addition, as a result of the special mandatory redemption provisions of the notes, the trading prices of the notes may not reflect
the financial results of our business or macroeconomic factors. Your decision to invest in the notes is made at the time of the offerings of the notes. You
will have no rights under the special mandatory redemption provisions as long as the Merger closes by the Merger Deadline, nor will you have any right to
require the Issuer to repurchase your notes if, between the closing of the notes offering and the closing of the Merger, we experience any changes
(including any material changes) in our business or financial condition, or if the terms of the Merger or the related transactions change, including in
material respects.
 
If we became subject to bankruptcy proceedings, the Escrowed Funds might be deemed to be property of the bankruptcy estate, and the holders of the
notes might become unsecured creditors.
 
If the proceeds of the offering are required to be deposited into the escrow account and we commence a bankruptcy or reorganization case, or one is
commenced against us, bankruptcy law may prevent the trustee under the indenture from using the Escrowed Funds to fund the special mandatory
redemption, despite Funding SPV being the Issuer of the notes. The court adjudicating our bankruptcy or reorganization case might find that the Escrowed
Funds are property of the bankruptcy estate. If it makes such a determination, the court could authorize the use of these funds by the bankruptcy estate or
the bankruptcy trustee, if one is appointed, with or without restrictions. Unless otherwise provided with protections in connection with such use, the holders
of the notes could become unsecured creditors of the bankruptcy estate. Under applicable bankruptcy law, unsecured creditors, including the holders of the
notes while the funds are held in escrow, are prohibited from foreclosing upon or disposing of a debtor’s property without prior bankruptcy court approval.
 

 



 

 
Between the time of the issuance of the notes and the consummation of the Merger, the parties to the Merger Agreement may agree to modify or waive
the terms or conditions of such document without the consent of the holders of the notes.
 
Prior to the consummation of the Merger, the parties to the Merger Agreement may agree to amendments or waivers of the terms thereof. Although the
escrow agreement will provide as a condition to the release of the Escrowed Funds that Funding SPV certify that the Merger is to be consummated in
accordance with the terms and conditions of the Merger Agreement, and the Merger Agreement shall not have been amended or waived after the issue date
of the notes in a manner materially adverse to the holders of the notes, that requirement will not preclude the transaction parties from making certain
changes to the terms of the transactions or from waiving certain conditions to the transactions.
 
Not all of our subsidiaries will guarantee the notes; therefore, any claims you may have in respect of the notes will be structurally subordinated to the
liabilities of our non-guarantor subsidiaries.
 
Prior to the Escrow Release Date (if applicable), the notes will not be guaranteed. Following the Escrow Release Date or, if the offering of the notes is
consummated on the Merger Date, from and after the Merger Date, the notes will only be guaranteed by our wholly-owned domestic restricted subsidiaries
that will be guarantors under the Term Loan Facility and the ABL Credit Facility. None of our subsidiaries that are foreign subsidiary holding companies or
domestic subsidiaries of foreign subsidiaries will guarantee the notes, unless we determine otherwise. In the future, a guarantor may be released from its
guarantee of the notes under certain circumstances, including if such guarantor no longer guarantees the Term Loan Facility and the ABL Credit Facility.
See “Description of notes—Guarantees.” If any note guarantee is released with respect to the notes, no holder of the notes will have a claim as a creditor
against that subsidiary, and the indebtedness and other liabilities, including the trade payables and preferred stock, if any, whether secured or unsecured, of
that subsidiary will be effectively senior to the claim of any holders of the notes.
 
If any of our non-guarantor subsidiaries becomes insolvent, liquidates, reorganizes, dissolves or otherwise winds up, holders of its indebtedness and its
trade creditors generally will be entitled to payment on their claims from the assets of such subsidiary before any of those assets would be made available to
us or any subsidiary guarantor. Consequently, your claims in respect of the notes will be structurally subordinated to all of the existing and future liabilities,
including trade payables, of our non-guarantor subsidiaries. The indenture that will govern the notes will not prohibit us from having subsidiaries that are
not guarantors in the future.
 
As of September 30, 2020, on a pro forma basis after giving effect to the Transactions, Rent-A-Center’s non-guarantor subsidiaries had approximately $43
million, or 1.5%, of our total assets and $98 million of total liabilities, including debt but excluding trade payables and intercompany liabilities. For the
nine-month period ended September 30, 2020, on a pro forma basis after giving effect to the Transactions, Rent-A-Center’s non-guarantor subsidiaries
accounted for approximately 1.9% of our total revenues, 1.7% of our operating income and 1.0% of Adjusted EBITDA, respectively. For the year ended
December 31, 2019, on a pro forma basis after giving effect to the Transactions, Rent-A-Center’s non-guarantor subsidiaries accounted for approximately
2.4% of our total revenues, 7.2% of our operating profit and 3.3% of Adjusted EBITDA, respectively.
 
Because a subsidiary guarantor’s liability under its guarantee may be reduced to zero, avoided or released under certain circumstances, you may not
receive any payments from that subsidiary guarantor.
 
Following the Merger, the notes will have the benefit of guarantees by the subsidiary guarantors. However, the guarantee by each subsidiary guarantor will
be limited to the maximum amount that it is permitted to guarantee under applicable law. As a result, a subsidiary guarantor’s liability under its guarantee
could be reduced to zero, depending upon the amount of its other obligations. A court could also find any such limitation on the maximum amount of a
guarantee to be ineffective or unenforceable and, under federal or state fraudulent conveyance statutes, void the obligations under the guarantee or further
subordinate it to all other obligations of such subsidiary guarantor. For example, in 2009, the U.S. Bankruptcy Court in the Southern District of Florida in
Official Committee of Unsecured Creditors of TOUSA, Inc. v. Citicorp N. Am., Inc. found this kind of provision to be ineffective in that case, and held the
guarantees to be fraudulent transfers and avoided them in their entirety.
 

 



 

 
The guarantee of a subsidiary guarantor will automatically terminate under certain circumstances, including if such subsidiary guarantor is permanently
released from its guarantee under the Term Loan Facility and the ABL Credit Facility. In that case you will not have the right to cause that subsidiary to
perform under its guarantee.
 
A guarantee by a subsidiary guarantor could be avoided if the subsidiary guarantor fraudulently transferred the guarantee at the time it incurred the
indebtedness, which could result in the noteholders being able to rely only on the Company and Funding SPV to satisfy claims.
 
A guarantee by one of our subsidiary guarantors that is found to be a fraudulent transfer may be avoided under the fraudulent transfer laws described below.
The application of these laws requires the making of complex factual determinations and estimates as to which there may be different opinions and views.
In general, federal and state fraudulent transfer laws provide that a guarantee by a subsidiary guarantor can be avoided, or claims under a guarantee by a
subsidiary guarantor may be subordinated to all other debts of that subsidiary guarantor if, among other things, at the time it incurred the indebtedness
evidenced by its guarantee:
 

· the subsidiary guarantor received less than reasonably equivalent value or fair consideration for the incurrence of such guarantee;
 
· was insolvent or rendered insolvent by reason of such incurrence;
 
· incurred the guarantee with actual intent to give preference to one creditor over another, hinder, delay or defraud creditors or shareholders of the

relevant guarantor or, in certain jurisdictions, when the granting of a guarantee has the effect of giving a creditor a preference or when the recipient
was aware that the relevant guarantor was insolvent when it granted the relevant guarantee;

 
· was engaged in a business or transaction for which the subsidiary guarantor’s remaining assets constituted unreasonably small capital; or
 
· intended to incur, or believed that it would incur, debts beyond its ability to pay such debts as they mature.

 
In addition, any payment by that subsidiary guarantor under a guarantee could be avoided and required to be returned to the subsidiary guarantor or to a
fund for the benefit of the creditors of the subsidiary guarantor.
 
The measures of insolvency for purposes of fraudulent transfer laws vary depending upon the governing law. Generally, a subsidiary guarantor would be
considered insolvent if:
 

the sum of its debts, including contingent and unliquidated liabilities, was greater than the fair saleable value of all of its assets;
 
the present fair saleable value of its assets was less than the amount that would be required to pay its probable liability on its existing debts, including

contingent and unliquidated liabilities, as they become absolute and mature;
 
it could not pay its debts or obligations as they become due; or
 
it has ceased paying its current obligations in the ordinary course of business as they generally become due.
 

 



 

 
To the extent a court voids any subsidiary guarantor’s guarantee of the notes as a fraudulent transfer, preference or conveyance or holds it unenforceable for
any other reason, holders of the notes would cease to have a direct claim against such subsidiary guarantor. In the event that any guarantee is declared
invalid or unenforceable as to any subsidiary guarantor, in whole or in part, the notes would be, to the extent of such invalidity or unenforceability,
effectively subordinated to all liabilities of such subsidiary guarantor.
 
The subsidiary guarantor’s guarantee of the notes contains a provision intended to limit each subsidiary guarantor’s liability to the maximum amount that it
could incur without causing the incurrence of obligations under its guarantee to be a fraudulent conveyance. However, there can be no assurance as to what
standard a court would apply in making a determination of the maximum liability of each subsidiary guarantor. Moreover, this provision may not be
effective to protect a subsidiary guarantor’s guarantee from being voided under fraudulent conveyance laws. There is a possibility that the entire amount
each subsidiary guarantor’s guarantee of the notes may be set aside, in which case the entire amount of such liabilities may be extinguished.
 
The lenders under the ABL Credit Facility and the Term Loan Facility will have the discretion to release guarantors under these facilities in a variety
of circumstances, which will cause those guarantors to be released from their guarantees of the notes.
 
So long as any obligations under the ABL Credit Facility or the Term Loan Facility remain outstanding, any guarantee of the notes may be released without
action by, or consent of, any holder of the notes or the trustee under the indenture governing the notes if, at the discretion of lenders under the ABL Credit
Facility and the Term Loan Facility, as applicable, the related guarantor is no longer a guarantor of obligations under both the ABL Credit Facility and the
Term Loan Facility or certain other indebtedness. The lenders under the ABL Credit Facility and the Term Loan Facility will have the discretion to release
the guarantees under the ABL Credit Facility and the Term Loan Facility, as applicable, in a variety of circumstances. Any of our subsidiaries that are
released as guarantors of both the ABL Credit Facility and the Term Loan Facility will automatically be released as guarantors of the notes. The holders of
the notes will not have claims as creditors against any subsidiary that is no longer a guarantor of the notes, and the indebtedness and other liabilities,
including trade payables, whether secured or unsecured, of those subsidiaries will effectively be senior to your claims as a holder of the notes.
 
Rent-A-Center may be unable to purchase the notes upon a change of control.
 
The terms of the notes will require us to make an offer to repurchase the notes upon the occurrence of a change of control at a purchase price equal to 101%
of the principal amount of the notes, plus accrued and unpaid interest to the date of the purchase. The occurrence of a change of control would cause an
event of default under the ABL Credit Facility and Term Loan Facility and therefore could cause us to have to repay or repurchase amounts outstanding
thereunder, and any financing arrangements we may enter into in the future may also require repayment of amounts outstanding in the event of a change of
control and therefore limit our ability to fund the repurchase of your notes pursuant to the change of control offer. It is possible that we will not have
sufficient funds, or be able to arrange for additional financing, at the time of the change of control to make the required repurchase of notes. If we have
insufficient funds to repurchase all notes that holders tender for purchase pursuant to the change of control offer, and we are unable to raise additional
capital, an event of default would occur under the indenture and could result in the acceleration of amounts due thereunder. An event of default could cause
any other debt that we may have at that time to become automatically due, further exacerbating our financial condition and diminishing the value and
liquidity of the notes. We cannot assure you that additional capital would be available to us on acceptable terms, or at all. See “Description of notes—
Certain covenants—Change of Control.”
 
In addition, certain important corporate events, such as leveraged recapitalizations, will not, under the indenture that will govern the notes, constitute a
“change of control” that would require us to repurchase the notes, even though those corporate events could increase the level of its indebtedness or
otherwise adversely affect our capital structure, credit ratings or the value of the notes. See “Description of notes—Certain covenants—Change of
Control.”
 

 



 

 
The exercise by the holders of notes of their right to require us to repurchase the notes pursuant to a change of control offer could cause a default under the
agreements governing our other indebtedness, including future agreements, even if the change of control itself does not, due to the financial effect of such
repurchases on us. In the event a change of control offer is required to be made at a time when we are prohibited from purchasing notes, we could attempt
to refinance the borrowings that contain such prohibitions. If we do not obtain lender consent or repay those borrowings, we will remain prohibited from
purchasing notes. In that case, our failure to purchase tendered notes would constitute an event of default under the indenture that will govern the notes
which could, in turn, constitute a default under our other indebtedness. Finally, our ability to pay cash to the holders of notes upon a repurchase may be
limited by our then existing financial resources.
 
Holders of the notes may not be able to determine when a change of control giving rise to their right to have the notes repurchased has occurred
following a sale of “substantially all” of Rent-A-Center’s assets.
 
One of the circumstances under which a change of control may occur is upon the sale or dispositions of “all or substantially all” of our assets. There is no
precise established definition of the phrase “substantially all” under applicable law and the interpretations of that phrase will likely depend upon particular
facts and circumstances. Accordingly, the ability of a holder of notes to require us to repurchase its notes as a result of a sale of less than all its assets to
another person may be uncertain.
 
Holders of the notes will not be entitled to registration rights, and Rent-A-Center does not currently intend to register the notes under applicable
securities laws. There are restrictions on your ability to transfer or resell the notes.
 
The notes are being offered and sold pursuant to an exemption from registration under the Securities Act and applicable state securities laws, and we do not
currently intend to register the notes. The holders of the notes will not be entitled to require us to register the notes for resale or otherwise. Therefore, you
may transfer or resell the notes in the United States only in a transaction registered under or exempt from the registration requirements of the Securities Act
and applicable state securities laws, and you may be required to bear the risk of your investment for an indefinite period of time. See “Transfer
restrictions.”
 
Your ability to transfer the notes may be limited by the absence of an active trading market and an active trading market may not develop for the notes.
 
The notes will be new issues of securities for which there is no established trading market. We expect the notes to be eligible for trading by “qualified
institutional buyers,” as defined under Rule 144A under the Securities Act, but it does not intend to list the notes on any national securities exchange or
include the notes in any automated quotation system. The Initial Purchasers of the notes have advised us that they intend to make a market in the notes, as
permitted by applicable laws and regulations. However, the Initial Purchasers are not obligated to make a market in the notes and, if commenced, may
discontinue their market-making activities at any time without notice.
 
Therefore, an active market for the notes may not develop or be maintained, which would adversely affect the market price and liquidity of the notes. In
such case, the holders of the notes may not be able to sell their notes at a particular time or at a favorable price. If a trading market were to develop, future
trading prices of the notes may be volatile and will depend on many factors, including:
 

the number of holders of notes;
 
prevailing interest rates;
 
Rent-A-Center’s operating performance and financial condition;
 
the interest of securities dealers in making a market for them; and
 
the market for similar securities.
 

 



 

 
Even if an active trading market for the notes does develop, there is no guarantee that it will continue. Historically, the market for non-investment grade
debt has been subject to severe disruptions that have caused substantial volatility in the prices of securities similar to the notes. The market, if any, for the
notes may experience similar disruptions and any such disruptions may adversely affect the liquidity in that market or the prices at which you may sell your
notes. In addition, subsequent to their initial issuance, the notes may trade at a discount from their initial offering prices, depending upon prevailing interest
rates, the market for similar notes, our performance and other factors.
 
A lowering or withdrawal of the ratings assigned to Rent-A-Center’s debt by rating agencies may increase our future borrowing costs and reduce our
access to capital.
 
Our indebtedness currently has a non-investment grade rating, and any rating currently assigned to our debt could be lowered or withdrawn entirely by a
rating agency if, in that rating agency’s judgment, future circumstances relating to the basis of the rating, such as adverse changes, so warrant.
Consequently, real or anticipated changes in our credit ratings will generally affect the market value of the notes. Credit ratings are not recommendations to
purchase, hold or sell the notes. Additionally, credit ratings may not reflect the potential effect of risks relating to the structure or marketing of the notes.
Any downgrade by either S&P or Moody’s may result in higher borrowing costs. Any future lowering of our ratings likely would make it more difficult or
more expensive for it to obtain additional debt financing. If any credit rating initially assigned to the notes is subsequently lowered or withdrawn for any
reason, you may not be able to resell your notes without a substantial discount.
 
Your right to receive payments on the notes will be effectively junior to the rights of our existing and future secured creditors to the extent of the value
of the assets securing that indebtedness.
 
The notes will not be secured by any of our or our subsidiaries’ assets. Holders of our secured indebtedness will have claims that are prior to your claims as
holders of the notes to the extent of the value of the assets securing that other indebtedness. Notably, we and certain of our subsidiaries will be parties to the
Term Loan Facility and the ABL Credit Facility, which are secured by liens on substantially all of our assets. The notes will be effectively junior to all of
our secured indebtedness, including obligations under our Term Loan Facility and the ABL Credit Facility, to the extent of the value of the assets securing
such indebtedness. 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 a prior claim to our assets that constitute their collateral. Holders of the notes will
participate ratably with all holders of our unsecured indebtedness that are 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. As a result, holders of the notes may receive less, ratably, than holders of
secured indebtedness.
 
As of September 30, 2020, after giving effect to the Transactions on a pro forma basis, we would have had approximately $1,018 million of secured
indebtedness outstanding (excluding $91 million of outstanding letters of credit under the ABL Credit Facility).
 
Risks relating to the Merger
 
Rent-A-Center may be unable to obtain the regulatory clearances required to complete the Merger or, in order to do so, Rent-A-Center or Acima may
be required to comply with material restrictions or satisfy material conditions.
 
The applicable waiting period under the HSR Act expired at 11:59 p.m. on February 3, 2021. However, the completion of the Merger is subject to the
condition that no temporary restraining order, preliminary or permanent injunction or other order issued by any governmental entity of competent
jurisdiction or other legal restraint or prohibition enjoining or otherwise preventing or prohibiting the consummation of the Merger shall be in effect. Rent-
A-Center can provide no assurance that all required regulatory clearances will be obtained in order to complete the Merger. If a governmental authority
objects to the Merger, Rent-A-Center may be required to divest some assets or completion could be delayed in order to obtain antitrust clearance. There can
be no assurance as to the cost, scope or impact of the actions that may be required to obtain antitrust approval.
 

 



 

 
Any delay in the consummation of the Merger for regulatory reasons could diminish the anticipated benefits of the Merger and/or result in additional
transaction costs. Any uncertainty over the ability to consummate the Merger could make it more difficult for Rent-A-Center or Acima to maintain or
pursue particular business strategies. Conditions imposed by regulatory agencies in connection with their approval of the Merger may restrict Rent-A-
Center’s ability to modify the operations of Rent-A-Center’s business in response to changing circumstances for a period of time after the consummation of
the Merger or Rent-A-Center’s ability to expend cash for other uses or otherwise have a material adverse effect on, or delay, the anticipated benefits of the
Merger, thereby materially and adversely affecting the business, financial condition or results of operations of the combined company following the
Merger.
 
The pendency of the Merger could materially and adversely affect the business, financial condition, results of operations or cash flows of Rent-A-
Center and Acima.
 
In connection with the pending Merger, some customers or vendors of Rent-A-Center or Acima may delay or defer decisions on continuing or expanding
such business dealings, which could materially and adversely affect the revenues, earnings, cash flows and expenses of Rent-A-Center or Acima, regardless
of whether the Merger is consummated. Similarly, current and prospective employees of Rent-A-Center or Acima may experience uncertainty about their
future roles with Rent-A-Center following the consummation of the Merger, which may materially and adversely affect the ability of each of Rent-A-
Center and Acima to attract, retain and motivate key personnel during the pendency of the Merger and which may materially and adversely divert attention
from the daily activities of Rent-A-Center’s and Acima’s existing employees. In addition, due to operating covenants in the Merger Agreement, Acima may
be unable, during the pendency of the Merger, to pursue certain types of strategic transactions, undertake significant capital projects, undertake certain
significant financing transactions and otherwise pursue other actions that are not in the ordinary course of business, even if such actions would prove
beneficial. Further, the Merger may give rise to potential liabilities, including those that may result from future shareholder lawsuits relating to the Merger.
Any of these matters could materially and adversely affect the businesses, financial condition, results of operations and cash flows of Rent-A-Center or
Acima.
 
The consummation of the Merger is subject to a number of conditions and if these conditions are not satisfied or waived, the Merger will not be
consummated.
 
The proposed Merger is subject to a number of conditions that must be satisfied or waived by either or both of Rent-A-Center and Acima prior to the
consummation of the Merger, and there can be no guarantee that such conditions will be so satisfied or waived. Should the Merger fail to close for any
reason, Rent-A-Center’s business, financial condition, results of operations and cash flows may be materially and adversely affected. In addition to the
regulatory conditions discussed above, the closing conditions under the Merger Agreement include, among others:
 

· the absence of any temporary restraining order, preliminary or permanent injunction or other order issued by any governmental entity of
competent jurisdiction or other legal restraint or prohibition enjoining or otherwise preventing or prohibiting the consummation of the Merger;

 
· the correctness of all representations and warranties made by the parties in the Merger Agreement and performance by the parties of their

obligations under the Merger Agreement (subject in each case to certain materiality standards); and
 

· the consummation of the financing transactions described in this offering memorandum, including the issuance of the notes, the amendment to or
replacement of the Existing ABL Facility (which amendment occurred on January 26, 2021) and the entering into of the Term Loan Facility.

 

 



 

 
As a result of the above mentioned conditions and the other conditions described in the Merger Agreement, there can be no assurance that the Merger will
be consummated.
 
Rent-A-Center may not be able to obtain its preferred form of financing to consummate the Merger, and the terms of the financing may be less
favorable to Rent-A-Center than expected, depending on market conditions.
 
Rent-A-Center currently intends to finance the cash portion of the Merger consideration, repay certain of its outstanding indebtedness and all outstanding
indebtedness of Acima and its subsidiaries and pay related fees and expenses in connection with the Merger using a combination of borrowings under the
Term Loan Facility, proceeds from the issuance of the notes offered pursuant to this offering memorandum (or, to the extent the notes are not issued in full,
borrowings under an unsecured bridge credit facility), borrowings under the ABL Credit Facility and cash on hand. Although Rent-A-Center has obtained
debt commitments from certain lenders in connection with its financing plan, such commitment is subject to a number of conditions and Rent-A-Center
cannot provide any assurances that it will be able to close the financing as anticipated. In addition, although the debt commitment letter for the financing
specifies a number of terms for the different facilities, Rent-A-Center retains some exposure to changes in pricing and other terms based on market
conditions at the time the financing is consummated, which could result in less favorable terms for the financing than expected. If terms for the debt
financing are less favorable than expected, financing costs could increase, potentially significantly, and Rent-A-Center’s financing or operating flexibility
may be constrained. In addition, the short tenor of the unsecured bridge credit facility (if drawn), together with duration fees, pricing step ups and other
terms, would provide significant economic incentive for Rent-A-Center to refinance that facility, which could require Rent-A-Center to access the market at
a less favorable time than it would otherwise choose. If Rent-A-Center cannot close on any element of its financing plan, it will need to pursue other
financing options, which may result in less favorable financing terms that could increase costs and/or materially and adversely affect the credit rating or
financing and operating flexibility of the combined company following the Merger. See “The Transactions.”
 
Rent-A-Center does not currently control Acima and its subsidiaries.
 
Although the Merger Agreement contains covenants on the part of Acima regarding the operation of its business prior to the closing of the Merger, Rent-A-
Center does not and will not control Acima and its subsidiaries until completion of the Merger. As a result, the business and results of operations of Acima
may be materially and adversely affected by events that are outside of Rent-A-Center’s control during the intervening period. The historic and current
performance of Acima’s business and operations may not be indicative of success in future periods. The future performance of Acima may be influenced
by, among other factors, economic downturns, turmoil in financial markets, unfavorable regulatory decisions, litigation, the occurrence or discovery of new
liabilities, rising interest rates and other factors beyond the control of Rent-A-Center and possibly Acima. As a result of any one or more of these factors,
among others, the operations and financial performance of Acima may be negatively affected, which may materially and adversely affect the combined
company’s future financial results.
 
Risks relating to the combined company upon consummation of the Merger
 
The outcome of the Consumer Financial Protection Bureau’s investigation into certain of Acima’s business practices is uncertain and may materially
and adversely affect Acima’s business or, following consummation of the Merger, the combined business.
 
Prior to the execution of the Merger Agreement, Acima received a Civil Investigative Demand dated October 1, 2020 (the “CID”) from the Consumer
Financial Protection Bureau (the “CFPB”) requesting certain information, documents and data relating to Acima’s products, services and practices for the
period from January 1, 2015 to the date on which responses to the CID are provided in full. The purpose of the CID is to determine whether Acima extends
credit, offers leases, or otherwise offers or provides a consumer financial product or service and whether Acima complies with certain consumer financial
protection laws. The CFPB has not yet made any allegations in the investigation, and we are currently unable to predict the eventual scope, ultimate timing
or outcome of the CFPB investigation. The consummation of the offering of the notes offered hereby, the Merger and the other Transactions are not
conditioned on a resolution of the CFPB investigation, and we do not expect that the CFPB investigation will be resolved by such time.
 

 



 

 
On the terms and subject to the conditions set forth in the Merger Agreement, the Members of Acima have agreed to indemnify Rent-A-Center for certain
losses arising after the consummation of the Merger with respect to the CID and certain pre-closing taxes. The indemnification obligations of the members
of Acima are limited to an indemnity holdback in the aggregate amount of $50,000,000, which amount will be escrowed at the closing of the Merger, and
the indemnity holdback will be Rent-A-Center’s sole recourse against the members of Acima with respect to all of the indemnifiable claims under the
Merger Agreement. Such escrowed amount will be released to the members of Acima as follows: (i) in respect of the CID, on the earlier of the third
anniversary of the closing date of the Merger and the date on which a final determination is entered providing for a resolution of the matters regarding the
CID and (ii) in respect of certain pre-closing sales taxes, on the first business day following the date that is 18 months after the closing date of the Merger,
subject, in each case of clauses (i) and (ii), to limited exceptions, including with respect to any pending and unresolved claims for indemnification properly
submitted by Rent-A-Center prior to the applicable release date.
 
While Rent-A-Center is indemnified under the Merger Agreement for certain losses that arise after the consummation of the Merger with respect to the
CID, there can be no assurance that such indemnification will be sufficient to address all covered losses or that the CFPB’s ongoing investigation or future
exercise of its enforcement, regulatory, discretionary or other powers will not result in findings or alleged violations of consumer financial protection laws
that could lead to enforcement actions, proceedings or litigation, whether by the CFPB, other state or federal agencies, or other parties, and the imposition
of damages, fines, penalties, restitution, other monetary liabilities, sanctions, settlements or changes to Acima’s business practices or operations that could
materially and adversely affect Acima’s or the combined business’s business, financial condition, results of operations or reputation.
 
Future results of Rent-A-Center may differ, possibly materially, from the Unaudited Pro Forma Condensed Combined Financial Data presented in this
offering memorandum.
 
The future results of Rent-A-Center following the consummation of the Merger may be different, possibly materially, from those shown in the “Unaudited
pro forma condensed combined financial information” section of this offering memorandum, which show only a combination of Rent-A-Center’s and
Acima’s historical results after giving effect to the Merger for several reasons. The unaudited pro forma condensed combined financial information
presented in this offering memorandum is for illustrative purposes only and is not intended to, and does not purport to, represent what Rent-A-Center’s
actual results or financial condition would have been if the Merger had been consummated. In addition, the unaudited pro forma condensed combined
financial information presented in this offering memorandum is based, in part, on certain assumptions regarding the Merger that Rent-A-Center believes are
reasonable. These assumptions, however, are only preliminary and will be updated only after the consummation of the Merger. The unaudited pro forma
condensed combined financial information presented in this offering memorandum reflects the impact of the Merger on Rent-A-Center’s and Acima’s
historical financial information using the acquisition method of accounting, as required under GAAP. Pursuant to the acquisition method, Rent-A-Center
has been determined to be the acquirer for accounting purposes. As required under GAAP, Rent-A-Center will record Acima’s tangible and identifiable
intangible assets acquired and liabilities assumed based on their fair values at the acquisition date. The excess of consideration transferred (i.e., purchase
price) over the fair value of net assets acquired will be recorded as goodwill. Goodwill is not amortized, but is tested for impairment at least annually or
more frequently if circumstances indicate potential impairment. The operating results of Acima will be reported as part of the combined company on the
acquisition date. The final valuation of the tangible and identifiable intangible assets acquired and liabilities assumed have not yet been completed. The
completion of the valuation upon consummation of the Merger could result in significantly different amortization expenses and balance sheet classifications
than those presented in the unaudited pro forma condensed consolidated financial information included in this offering memorandum. The unaudited pro
forma condensed combined financial data presented in this offering memorandum does not reflect the effect of any potential divestitures that may occur
prior to or subsequent to the consummation of the Merger. Additionally, if the Merger occurs, Rent-A-Center anticipates incurring integration costs, as well
as the cost of cost savings initiatives, which have not been reflected in the unaudited pro forma condensed combined financial data presented in this
offering memorandum. The Merger and post-Merger integration process may also give rise to unexpected liabilities and costs. Unexpected delays in
consummating the Merger or in connection with the post-Merger integration process may significantly increase the related costs and expenses incurred by
Rent-A-Center. If any of these circumstances were to occur, operating expenses for the combined business may be higher than expected, reducing operating
income and the expected benefits of the Merger. In addition, actual financing costs for the combined company may be higher and revenue lower than the
expected costs reflected in the unaudited pro forma condensed combined financial data. Higher financing costs would reduce the combined company’s
profitability and may reduce cost reduction and other initiatives.
 

 



 

 
Rent-A-Center may be unable to realize the anticipated benefits of the Merger, including synergies, and expects to incur substantial expenses related to
the Merger, which could have a material adverse effect on Rent-A-Center’s business, financial condition and results of operations.
 
Following the consummation of the Merger, Rent-A-Center expects to realize potential revenue and cost synergies. In addition to the purchase price for the
transaction, Rent-A-Center expects to incur one-time costs to achieve these synergies, although those costs have not yet been quantified.
 
In addition, while Rent-A-Center believes these synergies are achievable, Rent-A-Center’s ability to achieve such estimated synergies and the timing of
achieving any such synergies is subject to various assumptions by Rent-A-Center’s management, which may or may not be realized, as well as the
incurrence of other costs in Rent-A-Center’s operations that offset all or a portion of such synergies. As a consequence, Rent-A-Center may not be able to
realize all of these synergies within the timeframe expected or at all. In addition, Rent-A-Center may incur additional and/or unexpected costs in order to
realize these synergies. Failure to achieve the expected synergies could significantly reduce the expected benefits associated with the Merger and materially
and adversely affect Rent-A-Center.
 
In addition, Rent-A-Center has incurred and expects to incur substantial expenses in connection with the negotiation and consummation of the transactions
contemplated by the Merger Agreement.
 
Rent-A-Center expects to continue to incur non-recurring costs associated with consummating the Merger, combining the operations of the two companies
and achieving the desired synergies. These fees and costs have been, and will continue to be, substantial. The substantial majority of non-recurring
expenses will consist of transaction costs related to the Merger and include, among others, fees paid to financial, legal and accounting advisors, employee
benefit costs and filing fees.
 
These costs described above, as well as other unanticipated costs and expenses, could have a material adverse effect on the financial condition and
operating results of Rent-A-Center following the consummation of the Merger and many of these costs will be borne by Rent-A-Center even if the Merger
is not consummated.
 
Following the consummation of the Merger, Rent-A-Center may be unable to successfully integrate Acima’s business and realize the anticipated
benefits of the Merger.
 
Rent-A-Center and Acima currently operate as independent companies. After the consummation of the Merger, Rent-A-Center will be required to devote
significant management attention and resources to integrating the business practices and operations of Acima. Potential difficulties Rent-A-Center may
encounter in the integration process include the following:
 

· the inability to successfully combine the businesses of Rent-A-Center and Acima in a manner that permits Rent-A-Center to achieve the cost
savings or revenue enhancements anticipated to result from the Merger, which would result in the anticipated benefits of the Merger not being
realized in the time frame currently anticipated or at all;

 

 



 

 
· lost sales and customers as a result of certain customers, retail partners or other third parties of either of the two companies deciding not to do

business with Rent-A-Center after the Merger;
 

· the complexities associated with managing Rent-A-Center out of several different locations and integrating personnel from Acima, resulting in a
significantly larger combined company, while at the same time attempting to provide consistent, high quality products and services;

 
· the complexities of consolidating retail partner locations;

 
· the additional complexities of integrating a company with different products, services, markets and customers;

 
· coordinating corporate and administrative infrastructures and harmonizing insurance coverage;

 
· coordinating accounting, information technology, communications, administration and other systems;

 
· complexities associated with implementing necessary controls for Acima’s business activities to address Rent-A-Center’s requirements as a public

company;
 

· identifying and eliminating redundant and underperforming functions and assets;
 

· difficulty addressing possible differences in corporate culture and management philosophies;
 

· the failure to retain key employees of either Acima or Rent-A-Center;
 

· potential unknown liabilities and unforeseen increased expenses, delays or regulatory conditions associated with the Merger, including litigation
relating to the Merger or the ultimate outcome of the CFPB investigation of Acima;

 
· performance shortfalls at one or both of the two companies as a result of the diversion of management’s attention to efforts to consummate the

Merger and integrate Acima’s operations; and
 

· a deterioration of credit ratings.
 
For all these reasons, you should be aware that it is possible that the integration process following the consummation of the Merger could result in the
distraction of Rent-A-Center’s management, the disruption of Rent-A-Center’s ongoing business or inconsistencies in its products, services, standards,
controls, procedures and policies, any of which could materially and adversely affect the ability of Rent-A-Center to maintain relationships with customers,
retail partners, vendors and employees or to achieve the anticipated benefits of the Merger, or could otherwise materially and adversely affect the business
and financial results of Rent-A-Center.
 
An inability to realize the full extent of the anticipated benefits and cost synergies of the Merger, as well as any delays encountered in the integration
process, could have a material adverse effect on the revenues, level of expenses and operating results of the combined company, which may materially and
adversely affect the value of Rent-A-Center’s securities following the consummation of the Merger and/or cause the liquidity or market value of the notes
to decline significantly.
 
In addition, the actual integration may result in additional and unforeseen expenses, and the anticipated benefit of Rent-A-Center’s plan for integration may
not be realized. Actual synergies, if achieved at all, may be lower than what Rent-A-Center expects and may take longer to achieve than anticipated. For
example, the elimination of duplicative costs may not be possible or may take longer than anticipated, or the benefits from the Merger may be offset by
costs incurred or delays in integrating the companies. If Rent-A-Center is not able to adequately address these challenges, Rent-A-Center may be unable to
successfully integrate Acima’s operations into its own or, even if Rent-A-Center is able to combine the two business operations successfully, to realize the
anticipated benefits of the integration of the two companies.
 

 



 

 
Rent-A-Center may be unable to retain key employees as a result of the Merger or otherwise.
 
The success of Rent-A-Center depends in part upon its ability to retain its executive leadership, management team and other key employees (including,
following the Merger, former Acima employees). Key personnel may depart because of a variety of reasons, relating to the Merger or otherwise. The loss
of these individuals without adequate replacement could materially and adversely affect our ability to sustain and grow our business. The inability to attract
and retain qualified individuals, or a significant increase in the costs to do so, would materially and adversely affect our operations. Furthermore, if we are
unable to retain key personnel who are critical to the successful integration and future operations of the combined company following the Merger, we could
face disruptions in its operations, loss of existing customers, loss of key information, expertise or know-how, and unanticipated additional recruitment and
training costs, all of which could diminish the anticipated benefits of the Merger.
 
Risks relating to economic conditions
 
The novel coronavirus (COVID-19) global pandemic has had and is expected to continue to have a material adverse effect on our business, financial
condition and results of operations.
 
In March 2020, the World Health Organization declared COVID-19 a global pandemic, and governmental authorities around the world have implemented
measures to reduce the spread of COVID-19. These measures have materially and adversely affected workforces, customers, consumer sentiment,
economies and financial markets and, along with decreased consumer spending, have led to an economic downturn in many markets. Numerous state and
local jurisdictions have imposed shelter-in-place orders, quarantines, executive orders and other similar types of restrictions for their residents to control the
spread of COVID-19 or mitigate its effects. Such orders or restrictions have resulted in temporary operational shutdowns for non-essential businesses;
imposed limitations on hours of operations and the number of people allowed in stores or warehouses; implemented requirements on sanitation and social
distancing practices; enacted certain work stoppages, slowdowns or delays; and imposed certain travel restrictions and cancellations of large scale events.
These restrictions have resulted in negative impacts to the markets in which we operate and our operations. While the federal government has enacted
various fiscal and monetary stimulus measures from time to time to counteract the impacts of COVID-19, the effectiveness and adequacy of such stimulus
measures, as well as their future availability, remain uncertain.
 
As a result of COVID-19 and related jurisdictional ordinances implemented in the United States beginning in the latter half of March 2020 to contain the
spread of COVID-19 or mitigate its effects, a significant number of Preferred Lease retail partner locations were temporarily closed, resulting in the initial
closure of approximately 65% of our staffed Preferred Lease locations, which operated within those stores. In addition, while the majority of our Rent-A-
Center Business stores remained open, due to government orders in certain jurisdictions, beginning in mid-March 2020 we temporarily shut down
operations at a small number of stores and approximately 24% of our stores were partially closed. Our partially closed locations operated with closed
showrooms, conducting business only through e-commerce web orders and transitioned to a contactless curbside service model or to a ship-from-store
model, to the extent permitted by local orders. Some franchise locations and stores in our Mexico operating segment were also temporarily closed or had
restricted operations due to COVID-19. All locations in our Rent-A-Center Business, Franchising and Mexico operating segments and staffed Preferred
Lease locations temporarily or partially closed at the onset of the pandemic were reopened in the second quarter of 2020. In the latter portion of 2020 and
into 2021, the number of COVID-19 cases has increased significantly and certain governmental authorities have imposed or re-imposed restrictions on
certain businesses. As of the date of this offering memorandum, all locations in our Rent-A-Center Business, Franchising and Mexico operating segments
and staffed Preferred Lease locations are providing full in-store services subject to local requirements for sanitization, social distancing and capacity
limitations and, in Mexico, certain restrictions regarding hours of operation.
 
In response to the negative impacts to our business resulting from COVID-19, in 2020, we proactively took certain measures to reduce operating expenses
and cash flow uses, including implementing temporary executive pay reductions, temporarily furloughing certain employees at our store locations and
corporate headquarters, reducing store hours in certain locations, renegotiating real estate leases, reducing inventory purchases and capital expenditures and
suspending share repurchases. In addition, we implemented additional electronic payment methods for our Rent-A-Center Business and Preferred Lease
customers to facilitate contactless transactions.
 

 



 

 
  
There are no assurances that we, or our retail partners, will be able to keep our, or their, stores open as governmental responses to the pandemic progress.
As a result, we are unable to accurately predict the impact that COVID-19 will have on our operations going forward, due to the uncertain duration of the
pandemic, future governmental restrictions that might be imposed in response to the pandemic, and related uncertainties dictated by the length of time that
these business disruptions continue. In addition, we expect to be impacted by the deterioration in worldwide economic conditions, which could have a
sustained impact on discretionary consumer spending. Furthermore, deteriorating global economic conditions have created a challenging environment in
capital markets and created uncertainty regarding the availability of credit. The combination of reduced consumer spending and volatile credit markets
could materially and adversely affect our liquidity. While the rapid development and fluidity of this situation precludes any prediction as to the full impact
of COVID-19, our business, financial results and condition have been and may in the future be materially and adversely affected by the various effects
caused by this pandemic.
 
The success of our business is dependent on factors affecting consumer spending that are not under our control.
 
Consumer spending is affected by general economic conditions and other factors including levels of employment, disposable consumer income, prevailing
interest rates, consumer debt and availability of credit, costs of fuel, inflation, recession and fears of recession, war and fears of war, pandemics, inclement
weather, tariff policies, tax rates and rate increases, timing of receipt of tax refunds, consumer confidence in future economic conditions and political
conditions and consumer perceptions of personal well-being and security. Unfavorable changes in factors affecting discretionary spending could reduce
demand for our products and services resulting in lower revenue and negatively impacting the business and its financial results.
 
Risks relating to our vendors, suppliers and products
 
Disruptions in our supply chain and other factors affecting the distribution of our merchandise could materially and adversely affect our business.
 
Any disruption in our supply chain could result in our inability to meet our customers’ expectations, higher costs, an inability to stock our stores, or longer
lead time associated with distributing merchandise. Any such disruption within our supply chain network could also result in decreased net sales, increased
costs and reduced profits. For example, as a result of the impacts of COVID-19 on U.S. and global supply chains and manufacturing operations, we have
experienced some delays or other material adverse effects on our timing or ability to obtain desired merchandise for our business.
 
Our arrangements with our suppliers and vendors may be materially and adversely affected by changes in our financial results or financial position or
changes in consumer demand, which could materially and adversely affect our business.
 
Substantially all of our merchandise suppliers and vendors sell to us on open account purchase terms. There is a risk that our key suppliers and vendors
could respond to any actual or apparent decrease in, or any concern with, our financial results or liquidity by requiring or conditioning their sale of
merchandise to us on more stringent or more costly payment terms, such as by requiring standby letters of credit, earlier or advance payment of invoices,
payment upon delivery or other assurances or credit support or by choosing not to sell merchandise to us on a timely basis or at all. In addition, if demand
for our products and services declines, the volume of merchandise we purchase from third party suppliers may decrease, which could result in smaller
discounts from our vendors or the elimination of such discounts by our vendors. Our arrangements with our suppliers and vendors may also be impacted by
media reports regarding our financial position or other factors relating to our business, including the Merger. Our need for additional liquidity could
materially increase and our supply of inventory could be materially disrupted if any of our key suppliers or vendors, or a significant portion of our other
suppliers or vendors, takes one or more of the actions described above, which could result in increased costs of operation and decreased net sales, customer
satisfaction and profits.
 

 



 

 
We rely on the receipt of information from third party data vendors, and inaccuracies in or delay in receiving such information, or the termination of
our relationships with such vendors, could have a material adverse effect on our business, operating results and financial condition.
 
We are heavily dependent on data provided by third-party providers. Our lease-to-own business employs a proprietary decisioning algorithm that
determines whether or not an application for a lease submitted by a customer will be approved. This algorithm depends extensively upon continued access
to and timely receipt of reliable data from external sources, such as third-party data vendors. Our data providers could stop providing data, provide
untimely, incorrect or incomplete data, or increase the costs for their data for a variety of reasons, including a perception that our systems are insecure as a
result of a data security breach, regulatory concerns or for competitive reasons. We could also become subject to increased legislative, regulatory or judicial
restrictions or mandates on the collection, disclosure or use of such data, in particular if such data is not collected by our providers in a way that allows us
to legally use the data. If we were to lose access to this external data or if our access or use were restricted or were to become less economical or desirable,
our business would be negatively impacted, which would materially and adversely affect our operating results and financial condition. We cannot provide
assurance that we will be successful in maintaining our relationships with these external data source providers or that we will be able to continue to obtain
data from them on acceptable terms or at all. Furthermore, we cannot provide assurance that we will be able to obtain data from alternative sources if our
current sources become unavailable.
 
We must successfully manage our inventory to reflect customer demand and anticipate changing consumer preferences and leasing trends or our
revenue and profitability will be materially and adversely affected.
 
The success of our Rent-A-Center Business depends upon our ability to successfully manage our inventory and to anticipate and respond to merchandise
trends and customer demands in a timely manner. We cannot always accurately predict consumer preferences and they may change over time. We must
order certain types of merchandise, such as consumer electronics, well in advance of seasonal increases in customer demand for those products. The
extended lead times for many of our purchases may make it difficult for us to respond rapidly to new or changing consumer trends and price shifting, and to
maintain an optimal selection of merchandise available for lease at all times. If we misjudge either the market for our merchandise, our customers’ product
preferences or our customers’ leasing habits, our revenue may decline significantly and we may not have sufficient quantities of merchandise to satisfy
customer demand or we may be required to mark down excess inventory, either of which would result in lower profit margins. In addition, our level of
profitability and success in our Rent-A-Center Business depends on our ability to successfully re-lease our inventory of merchandise that are returned by
customers of our Rent-A-Center Business or Preferred Lease, due to their lease agreements expiring, or otherwise.
 
Allegations of or actual product safety and quality control issues, including product recalls, could harm our reputation, divert resources, reduce sales
and increase costs.
 
The products we sell and lease in our Rent-A-Center Business and Preferred Lease business are subject to regulation by the U.S. Consumer Product Safety
Commission and similar state regulatory authorities and expose us to potential product liability claims, recalls or other regulatory or enforcement actions
initiated by regulatory authorities or through private causes of action. Such claims, recalls or actions could be based on allegations that, among other things,
the products sold by us are contain contaminants or impermissible materials, provide inadequate instructions regarding their use or misuse or include
inadequate warnings, such as those concerning the materials or their flammability. We do not control the production process of the products we sell and
lease, and may be unable to identify a defect or deficiency in a product purchased from a manufacturer before offering it for lease or resale to our
customers. Product safety or quality concerns may require us to voluntarily remove selected products from our physical locations or from our customers’
homes or cease offering those products online. Such recalls and voluntary removal of products can result in, among other things, lost sales, diverted
resources, potential harm to our reputation and increased customer service costs, which could have a material adverse effect on our financial condition. In
addition, in the event of such a product quality or safety issue, our customers who have leased the defective merchandise from us could terminate their
lease agreements for that merchandise and/or not renew those lease arrangements, which could have a material adverse effect on our financial condition if
we are unable to recover those losses from the vendor who supplied us with the relevant merchandise.
 

 



 

 
Risks relating to our strategy and operations
 
Our success depends on the effective implementation and continued execution of our strategies.
 
We are focused on our mission to provide cash- and credit-constrained consumers with affordable and flexible access to durable goods that promote a
higher quality of living. In 2019, we accelerated our virtual growth strategy through the acquisition of Merchants Preferred and launch of our Preferred
Lease offering with a focus towards executing on large market opportunities through national and regional retail partners. In 2020 and 2021, we have
further executed on our virtual growth strategy through, among other things, continued investments in Preferred Lease’s proprietary offerings and
technologies, organizational enhancements and our pending acquisition of Acima in the Merger. We intend to capitalize on key differentiators in our
Preferred Lease offering, as well as grow our business through expansion in our product verticals, e-commerce platform and other digital enhancements,
improving the customer and retail partner experience and providing consumers with greater opportunities to shop how, when and where they want with the
flexibility of our lease-to-own solutions. Our Rent-A-Center Business similarly faces risks associated with its growth strategies and efforts to adapt to
changing consumer preferences and shopping behaviors while managing its cost structure.
 
Growth of our business, including through the launch of new product offerings and our intended significant expansion into virtual lease-to-own offerings,
requires us to invest in or expand our information and technology capabilities, engage and retain experienced management, invest in our stores and
otherwise incur additional costs, including those associated with the Merger. Our inability to address these concerns or otherwise to achieve targeted results
associated with our initiatives could materially and adversely affect our results of operations, or negatively impact our ability to successfully execute future
strategies, which may result in a material adverse effect on our business and financial results.
 
If we are unable to successfully appeal to and engage with our target consumers, our business and financial performance may be materially and
adversely affected.
 
We operate in the consumer retail industry through brick and mortar stores and digitally. As such, our success depends, among other things, on our ability
to identify and successfully market products and services through various channels that appeal to our current and future target customer segments, to align
our offerings with consumer preferences and to maintain favorable perceptions of our brands by our target consumers. If we are unable to successfully
appeal to and engage with our target consumers, our business and financial performance may be materially and adversely affected.
 
Given the nature of the COVID-19 crisis, our proprietary algorithms and customer lease decisioning tools used to approve customers could no longer
be indicative of our customers’ ability to perform under their lease agreements with us.
 
We believe our proprietary customer lease decisioning process to be a key to the success of our business, including Preferred Lease and our Rent-A-Center
Business. As a result of the shift in operations driven by the COVID-19 pandemic, we have accelerated the rollout of centralized lease decisioning
processes in our Company-operated Rent-A-Center Business stores. We assume behavior and attributes observed for prior customers, among other factors,
are indicative of performance by future customers. Unexpected changes in behavior caused by macroeconomic conditions, including, for example, the U.S.
economy experiencing a prolonged recession and job losses related to the COVID-19 pandemic and changes in consumer behavior relating thereto, could
lead to increased incidence and costs related to lease merchandise write-offs. Due to the nature and novelty of the crisis, our decisioning process will likely
require frequent adjustments and the application of greater management judgment in the interpretation and adjustment of the results produced by our
decisioning tools and we may be unable to accurately predict and respond to the impact of a prolonged economic downturn or changes to consumer
behaviors, which in turn may limit our ability to manage risk, avoid lease merchandise write-offs and could result in our accounts receivable allowance
being insufficient.
 

 



 

 
We may take advantage of merger and acquisition opportunities from time to time with the intent of advancing our key initiatives, such as the Merger,
but such activities may not prove successful and may subject us to additional risks.
 
From time to time, we may take advantage of merger and acquisition opportunities intended to advance our key strategic initiatives, such as the Merger.
Such merger and acquisition opportunities may involve numerous risks, including the following:
 

· difficulties in integrating the operations, systems, technologies, products and personnel of the acquired businesses;
 

· difficulties in entering markets in which we have no or limited direct prior experience and where competitors in such markets may have stronger
market positions;

 
· application of regulatory regimes that have not previously applied to, and may significantly impact, our business;

 
· diversion of management’s attention from normal daily operations of the business and the challenges of managing larger and more widespread

operations;
 

· the potential loss of key employees, vendors and other business partners of the businesses we acquire;
 

· the incurrence of debt, contingent liabilities and amortization expenses and write-offs of goodwill in connection with such activities that could
harm our financial condition; and

 
· dilutive issuances of common stock or other equity securities.

 
Mergers and acquisitions are inherently risky and subject to many factors outside of our control. We cannot assure you that our previous or future
acquisitions, including the Merger, will be successful and will not materially and adversely affect our business, operating results or financial condition.
Failure to manage and successfully integrate acquisitions, including our acquisition of Acima in the Merger, could materially harm our business and
operating results.
 
We are highly dependent on the financial performance of our Rent-A-Center Business segment.
 
Our financial performance has historically been highly dependent on our Rent-A-Center Business segment, which comprised approximately 66% of our
consolidated net revenues for the nine-month period ended September 30, 2020 and 67% of our consolidated net revenues for the year ended December 31,
2019. Although this percentage is expected to decrease significantly upon the completion of the Merger, the Rent-A-Center Business segment will remain
important to our consolidated results. Any significant decrease in the financial performance of the Rent-A-Center Business segment may have a material
adverse effect on our ability to implement our growth strategies.
 
Failure to effectively manage our costs could have a material adverse effect on our profitability.
 
Consumer spending remains uncertain and our continued profitability is largely dependent on our ability to effectively manage our cost structure. We have
experienced and may experience in the future increases in the costs of purchasing certain merchandise from suppliers or retail partners as a result of various
factors, including supply/demand trends, tariffs, increases in the prices of certain commodities and increases in shipping costs. We may also face increases
in labor costs as a result of wage inflation for hourly employees in many regions or increased competition for employees as unemployment rates decline
following their increase as a result of COVID-19. We have limited or no control over many of these inflationary forces. In addition, due to the competitive
environment in our industry and increasing price transparency, we may not be able to recover all or even a portion of such cost increases by increasing our
merchandise prices, fees, or otherwise. Even if we are able to increase merchandise prices or fees, those cost increases to our customers could result in
reduced demand for our products and services. As a result, the failure to manage our overall cost of operations, labor and benefit rates, advertising and
marketing expenses, operating leases, charge-offs due to customer stolen merchandise, other store expenses or indirect spending could materially and
adversely affect our profitability.
 

 



 

 
We face risks in our retail partner business and virtual locations that differ in some potentially significant respects from the risks of the traditional
lease-to-own business conducted in Rent-A-Center Business store locations. These risks could have a material adverse effect on Preferred Lease, which
could negatively impact our ability to grow the Preferred Lease segment and result in a material adverse effect on our results of operations.
 
Our Preferred Lease segment offers the lease-to-own transaction through the stores or websites of third-party retailers. In addition to the risks associated
with the Merger, the Preferred Lease segment faces risks different from those that have historically been associated with our traditional lease-to-own
business conducted in our Rent-A-Center Business store locations. These potential risks include, among others:
 

· reliance on the ability of unaffiliated third-party retailers to attract customers and to maintain quality and consistency in their operations and their
ability to continue to provide products and services;

 
· establishing and maintaining relationships with unaffiliated third-party retailers and the concentration of revenues in the Preferred Lease segment,

with approximately 69% of the total revenue of the Preferred Lease segment for the year ended December 31, 2019 having been originated at our
Preferred Lease kiosks located in stores operated by four retail partners;

 
· reliance on these unaffiliated third-party retailers for many important business functions, from advertising through assistance with lease

transaction applications, including, for example, adhering to Preferred Lease’s merchant policies and procedures, properly explaining the nature of
the lease-to-own transaction to potential customers, properly handling customer inquiries made directly to the retail partner and properly
explaining that the transaction is with Preferred Lease and not with the third-party retailer;

 
· potential that regulators may target the virtual lease-to-own transaction or certain products or services and/or adopt new regulations or legislation

(or existing laws and regulations may be interpreted in a manner) that negatively impact Preferred Lease’s ability to offer virtual lease-to-own
programs or certain products or services through third-party retail partners, and/or that regulators may attempt to force the application of laws and
regulations on Preferred Lease’s virtual lease-to-own business or certain products or services in inconsistent and unpredictable ways that could
increase the compliance-related costs incurred by us, restrict certain business activities and negatively impact our financial and operational
performance;

 
· reliance on automatic bank account drafts for lease payments, which may become disfavored as a payment method for these transactions by

regulators and/or providers, or may otherwise become unavailable;
 

· more product diversity within Preferred Lease’s merchandise inventory relative to our traditional store-based lease-to-own business, which can
complicate matters such as merchandise repair and disposition of merchandise that is returned and which exposes us to risks associated with
products with which we have limited experience;

 
· lower barriers to entry and start-up capital costs to launch a competitor due to the reliance of Preferred Lease and its competitors on the store

locations and inventories of third-party retailers, and online connections with retailers, rather than incurring the cost to obtain and maintain brick
and mortar locations and in-store or in-warehouse inventories;

 

 



 

 
· indemnification obligations to Preferred Lease’s retail partners and their service providers for losses stemming from Preferred Lease’s failure to

perform with respect to its products and services, to comply with applicable laws or regulations or to take steps to protect its retail partner’s and
their customers’ data and information from being accessed or stolen by unauthorized third parties, including through cyber-attacks;

 
· increased risk of consumer fraud with respect to Preferred Lease’s virtual lease-to-own business and e-commerce business as compared to the

traditional store-based Rent-A-Center Business;
 

· increased risk of merchant fraud due to the planned growth in retail partners and other merchants from which customers can select products to
lease from Preferred Lease;

 
· reduced gross margins compared to the Rent-A-Center Business because Preferred Lease purchases merchandise it leases to customers at retail,

rather than wholesale, prices;
 

· operational, financial, regulatory or other risks associated with the development and implementation of new digital technologies that are intended
to enhance the customer and retail partner experience and to differentiate Preferred Lease from competing consumer offerings; and

 
· the ability of Preferred Lease to adequately protect its proprietary technologies.

 
These risks could have a material adverse effect on Preferred Lease, which could negatively impact our ability to grow the Preferred Lease segment and
result in a material adverse effect on our results of operations. In addition, these risks are expected to become more significant upon completion of the
Merger.
 
Our strategy to grow the retail partner business depends on our ability to develop and offer robust virtual lease-to-own technology, including
algorithmic decisioning programs and waterfall integrations.
 
Although our retail partner business began as a staffed model, our strategy to grow the retail partner business depends on significantly expanding our
unstaffed or virtual lease-to-own solution, either alone or in combination with the staffed model (the hybrid model). The 2019 acquisition of Merchants
Preferred’s scalable technology offering, robust decision engine, enhanced infrastructure and experienced management team accelerated the development
of our virtual lease-to-own offering. In 2020 and 2021, we have further executed on our virtual growth strategy through, among other things, continued
investments in Preferred Lease’s proprietary offerings and technologies, organizational enhancements and our pending acquisition of Acima in the Merger.
We may not realize the intended benefits from these investments and initiatives. If we are unable to maintain and continuously improve our technologies
and decisioning methodologies, our business and financial results may be materially and adversely affected.
 
If we are unable to compete effectively with the growing e-commerce sector, our business and results of operations may be materially and adversely
affected.
 
Competition from the e-commerce sector continues to grow and has been accelerated by trends that developed as a result of social restrictions implemented
due to COVID-19. To compete in this e-commerce sector, we must be able to innovate and develop technologies and digital solutions that appeal to our
customer. We have launched virtual capabilities within our Preferred Lease and Rent-A-Center Business segments. There can be no assurance we will be
successful in developing the technologies and digital solutions necessary to grow our e-commerce business in a profitable manner. Certain of our
competitors, and a number of e-commerce retailers, have established e-commerce operations against which we compete for customers. It is possible that the
increasing competition from the e-commerce sector may reduce or prevent us from growing our market share, gross and operating margins, and may
materially and adversely affect our business and results of operations in other ways.
 

 



 

 
Our operations are dependent on effective information management systems. Failure of these systems could negatively impact our business, financial
condition and results of operations.
 
We utilize integrated information management systems. The efficient operation of our business is dependent on these systems to effectively manage our
financial and operational data. The failure of our information management systems to perform as designed due to “bugs,” crashes, computer viruses,
security breaches, internet failures and outages, operator error, or catastrophic events, and any associated loss of data or interruption of such information
management systems for a significant period of time could disrupt our business. If the information management systems sustain repeated failures, we may
not be able to manage our store operations, which could have a material adverse effect on our business, financial condition and results of operations. We
invest in new information management technology and systems and implement modifications and upgrades to existing systems. These investments include
replacing legacy systems, making changes to existing systems, building redundancies, and acquiring new systems and hardware with updated functionality.
We take actions and implement procedures designed to ensure the successful implementation of these investments, including the testing of new systems and
the transfer of existing data. These efforts may take longer and may require greater financial and other resources than anticipated, may cause distraction of
key personnel, may cause disruptions to our existing systems and our business, and may not provide the anticipated benefits. A disruption in our
information management systems, or our inability to improve, upgrade, integrate or expand our systems to meet our evolving business requirements, could
impair our ability to achieve critical strategic initiatives and could materially and adversely affect our business, financial condition and results of
operations.
 
If we fail to protect the integrity and security of customer, employee and retail partner information, we could incur significant liability and damage our
reputation and our business could be materially and adversely affected.
 
In the ordinary course of business, we collect, store and process certain personal information provided to us by our customers, including social security
numbers, dates of birth, banking information, credit and debit card information and data we receive from consumer reporting companies, including credit
report information, as well as certain confidential information about our retail partners and employees, among others. Much of this data constitutes
confidential personally identifiable information which, if unlawfully accessed, either through a “hacking” attack or otherwise, could subject us to
significant liability as further discussed below.
 
Despite instituted safeguards for the protection of such information, our systems are subject to significant risk of compromise from increasingly aggressive
and sophisticated cyberattacks, including hacking, computer viruses, malicious or destructive code, ransomware, social engineering attacks (including
phishing and impersonation), denial-of-service attacks and other attacks and similar disruptions from the unauthorized use of or access to information
technology systems. Our IT systems are subject to constant attempts to gain unauthorized access in order to disrupt our business operations and capture,
misappropriate, destroy or manipulate various types of information that we rely on, including confidential personally identifiable information (“PII”) or
other confidential information. In addition, one of our employees, contractors or other third parties with whom we do business may attempt to circumvent
our security measures in order to obtain such information, or inadvertently cause a breach involving such information. Loss or misuse of customer,
employee or retail partner information could disrupt our operations, damage our reputation, and expose us to claims from customers, employees, retail
partners, regulators and other persons, any of which could have a material adverse effect on our business, financial condition and results of operations.
Successful data breaches or other cybersecurity incidents at other companies, whether or not we are involved, could lead to a general loss of customer
confidence that could similarly negatively affect us, including harming the market perception of the effectiveness of our security measures or financial
technology in general. Further, if any such compromise, breach or misuse is not detected quickly, the effect could be compounded. In addition, the costs
associated with information security, such as increased investment in technology, the costs of compliance with privacy laws and industry standards, and
costs incurred to prevent or remediate information security breaches, could materially and adversely affect our business.
 

 



 

 
Failure to achieve and maintain effective internal controls could have a material adverse effect on our business.
 
Effective internal controls are necessary for us to provide reliable financial reports. If we cannot provide reliable financial reports, our brand and operating
results could be harmed. Additionally, as a public company, we are required to document and test our internal control over financial reporting pursuant to
Section 404 of the Sarbanes-Oxley Act of 2002 so that our management can certify, on an annual basis, that our internal control over financial reporting is
effective. We are also required to, among other things, establish and periodically evaluate procedures with respect to our disclosure controls and
procedures. All internal control systems, no matter how well designed, have inherent limitations. Therefore, even those systems determined to be effective
can provide only reasonable assurance with respect to financial statement preparation and presentation. While we continue to evaluate and improve our
internal controls, we cannot be certain that these measures will ensure that we implement and maintain adequate controls over our financial processes and
reporting in the future. Any failure to implement required new or improved controls, or difficulties encountered in their implementation, could harm our
operating results or cause us to fail to meet our reporting obligations. If we fail to maintain the adequacy of our internal controls, as such standards are
modified, supplemented or amended from time to time, we may not be able to ensure that we can conclude on an ongoing basis that we have effective
internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act. Failure to achieve and maintain an effective internal
control environment could cause investors to lose confidence in our reported financial information, which could have a material adverse effect on our
ability to raise capital, and may also expose us to potential claims and losses. Additionally, any such failure could subject us to increased regulatory
scrutiny, which could also have a material adverse effect on our business.
 
The industries in which we operate are highly competitive, which could impede our ability to maintain sales volumes and pricing and have a material
adverse effect on our operating results.
 
Certain categories of products we sell and lease from time to time, including furniture, appliances and electronics such as televisions, computers and
smartphones, are the subject of intense competition from a number of types of competitors, including national, regional and local operators of lease-to-own
stores, virtual lease-to-own companies, traditional and online providers of used goods and merchandise, traditional, “big-box” and e-commerce retailers.
These competitors may offer a larger selection of products at more competitive prices than our Rent-A-Center Business and Preferred Lease segment. Our
competitors may employ aggressive marketing strategies involving frequent sales and discounts, including the use of certain products as “loss leaders” to
increase customer traffic. Engaging in these pricing strategies could cause a material reduction in sales revenue and gross margins. Alternatively, we may
be unable to or elect not to engage in these pricing strategies, which could decrease our sales volumes. The expansion of digital retail has increased the
number and variety of retailers with which we compete, and certain online retailers may have greater brand recognition, social media following and
engagement and sophisticated websites than does Rent-A-Center. The increasing competition from all of these sources may also reduce the market share
held by our Rent-A-Center Business and Preferred Lease segments.
 
The lease-to-own industry faces competition from the retailers and lease-to-own companies mentioned above, including many retailers who offer layaway
programs, various types of consumer finance companies, including installment, payday and title loan companies, that may enable our customers to shop at
traditional or on-line retailers, as well as rental stores that do not offer their customers a purchase option. Some of these competitors may be willing to offer
products and services on an unprofitable basis in an effort to gain market share or be willing to lease certain types of products that we are not willing to or
are unable to lease. Additionally, these competitors may be willing to enter into customer leases where services, rather than goods, comprise the significant
portion of the lease value, or be willing to engage in other practices related to pricing, compliance, and other areas in which we are not willing to or cannot
engage.
 
Our Preferred Lease business relies heavily on relationships with retail partners. An increase in competition could cause our retail partners to no longer
offer the Preferred Lease product in favor of those of our competitors, or to offer the Preferred Lease product and the products of our competitors
simultaneously at the same store locations, which could slow growth in the Preferred Lease business and limit or reduce profitability. Furthermore,
Preferred Lease’s virtual lease to own competitors may deploy different business models, such as direct-to-consumer strategies, that forego reliance on
retail partner relationships that may prove to be more successful.
 

 



 

 
If we are unable to attract, train and retain managerial personnel and hourly associates in our stores and staffed Preferred Lease locations, our
reputation, sales and operating results may be materially and adversely affected.
 
Our workforce is comprised primarily of employees who work on an hourly basis. We rely on our sales associates in our store locations and staffed
Preferred Lease locations to provide customers with an enjoyable and informative shopping experience and to help ensure the efficient processing and
delivery of products. To grow our operations and meet the needs and expectations of our customers, we must attract, train, and retain a large number of
hourly associates, while at the same time controlling labor costs. We compete with other retail businesses as well as restaurants for many candidates for
employment at our store locations and staffed Preferred Lease locations. These positions have historically had high turnover rates, which can lead to
increased training, retention and other costs. Our ability to control labor costs is also subject to numerous external factors and compliance with regulatory
structures, including competition for and availability of qualified personnel in a given market, unemployment levels within those markets, governmental
regulatory bodies such as the Equal Employment Opportunity Commission and the National Labor Relations Board, prevailing wage rates and wage and
hour laws, minimum wage laws, the impact of legislation governing labor and employee relations or benefits, such as the Affordable Care Act, health
insurance costs and our ability to maintain good relations with our employees. If we are unable to attract and retain quality employees at reasonable cost, or
fail to comply with the regulations and laws impacting personnel, it could have a material adverse effect on our business, financial condition and results of
operations.
 
Acts of nature, whether due to climate change or otherwise, can disrupt our operations and those of our retail partners.
 
Our store operations, as well as those of our retail partners at Preferred Lease, are subject to the effects of adverse acts of nature, such as winter storms,
hurricanes, hail storms, strong winds, earthquakes and tornadoes, which have in the past caused damage such as flooding and other damage to our stores
and those of our retail partners in specific geographic locations, including in Mexico, Florida, Louisiana and Texas, and may, depending upon the location
and severity of such events, materially and unfavorably impact our business continuity. We cannot guarantee that the amount of any hurricane, windstorm,
earthquake, flood, business interruption or other casualty insurance we may maintain from time to time would cover any or all damages caused by any such
event.
 
The success of our Franchising segment is dependent on the ability and success of our third party franchisees, over which we have limited control.
 
The franchisees of our Franchising segment are independent third party businesses that are contractually obligated to operate in accordance with the
operational and other standards set forth in their respective franchise agreements. Although we evaluate potential franchisee candidates before entering into
a franchisor-franchisee relationship with them, we cannot be certain that management of a given candidate will have the business acumen or financial
resources necessary to operate successful franchises in their approved territories. Because franchisees are independent businesses and not employees, we
are not able to control them to the same extent as our Rent-A-Center Business stores, and the ultimate success and quality of a franchise ultimately rests
with the franchisee. Certain state franchise laws may also limit our ability to terminate, not renew or modify our franchise agreements. Our franchisees may
fail in key areas, or experience significant business or financial difficulties, which could slow our growth, reduce our franchise fees, royalties and revenue,
damage our reputation, expose us to regulatory enforcement actions or private litigation and/or cause us to incur additional costs. If we fail to adequately
mitigate any such future losses, our business and financial condition could be materially and adversely affected.
 

 



 

 
Our current insurance program may expose us to unexpected costs and negatively affect our financial performance.
 
Our insurance coverage is subject to deductibles, self-insured retentions, limits of liability and similar provisions that we believe are prudent based on our
operations. Because we self-insure a significant portion of expected losses under our workers’ compensation, general liability, vehicle and group health
insurance programs, unanticipated changes in any applicable actuarial assumptions and management estimates underlying our recorded liabilities for these
losses, including potential increases in medical and indemnity costs, could result in materially different amounts of expense than expected under these
programs. This could have a material adverse effect on our financial condition and results of operations.
 
Risks relating to legal and compliance matters
 
We may be subject to legal or regulatory proceedings from time to time that result in damages, penalties or other material monetary obligations or
material restrictions on our business operations, and our use of arbitration agreements may not allow us to avoid costly litigation.
 
In addition to laws and regulations regarding our lease-to-own transactions, we are subject to consumer protection and data privacy laws and other laws and
regulations. As we execute on our strategic plans, we may continue to expand into complementary businesses that engage in financial, banking or lending
services, or lease-to-own or rent-to-rent transactions involving products that we do not currently offer our customers, all of which may be subject to a
variety of additional statutes and regulatory requirements not presently applicable to our operations. We have defended against, and may in the future
defend against, legal and regulatory proceedings from time to time, including class action lawsuits alleging various regulatory violations. We have incurred
and may in the future incur significant damages, fines, penalties, obligations to post bonds pending appeal or legal fees or expenses in connection with such
legal and regulatory proceedings or may pay significant amounts to settle legal or regulatory proceedings, which could materially and adversely affect our
liquidity and capital resources. The failure to pay any material judgment would constitute a default under the ABL Credit Facility, the Term Loan Facility
and the indenture governing the notes. In addition, we may become subject to significant restrictions on or changes to our business practices, operations or
methods, including pricing or similar terms, as a result of existing or future governmental or other proceedings or settlements, any of which could
significantly harm our reputation, both with consumers as well as with retail partners and materially and adversely affect our business, prospects and
financial condition.
 
In an attempt to limit costly and lengthy consumer, employee and other litigation, including class actions, we require our customers and employees to sign
arbitration agreements, including class action waivers. However, in addition to opt-out provisions contained in such agreements, judicial, regulatory or
legislative actions may restrict or eliminate the enforceability of such agreements and waivers. If we are not permitted to use arbitration agreements and/or
class action waivers, or if the enforceability of such agreements and waivers is restricted or eliminated, we could incur increased costs to resolve legal
actions brought by customers, employees and others, as we would be forced to participate in more expensive and lengthy dispute resolution processes.
 
Federal and state regulatory authorities are increasingly focused on the lease-to-own industry and any negative change in these laws or regulations or
the passage of unfavorable new laws or regulations or the manner in which any of these are enforced or interpreted could require us to alter our
business practices in a manner that may be materially adverse to us.
 

 



 

 
Although there is currently no comprehensive federal legislation regulating rental purchase transactions, federal regulatory authorities such as the United
States Federal Trade Commission and the CFPB are increasingly focused on the subprime financial marketplace in which the lease-to-own industry
operates and adverse federal legislation may be enacted in the future. Any federal agency, or any state regulatory authority, may propose and adopt new
regulations or interpret existing regulations in a manner that could materially increase both our costs of complying with laws and the risk that we could be
sued or be subject to government sanctions if we are not in compliance or to alter our business practices in a manner that reduces the economic potential of
our operations. Any such new laws, regulations or interpretations could include, by way of example only, those that seek to re-characterize store-based or
virtual lease-to-own transactions as credit sales and to apply consumer credit laws and regulations to our business. In addition, federal and state regulators
are increasingly holding businesses operating in the lease-to-own industry to higher standards of monitoring, disclosure and reporting, notwithstanding the
adoption of any new laws or regulations applicable to our industry. Furthermore, regulators and courts may apply laws or regulations to our businesses in
incorrect, inconsistent or unpredictable ways that may make our compliance more difficult, expensive and uncertain. This increased attention at the federal
and state levels, as well as the potential for scrutiny by certain municipal governments, could increase our compliance costs significantly and materially and
adversely affect the manner in which we operate. In addition, legislative or regulatory proposals regarding our industry, or interpretations of them, may
subject Rent-A-Center to “headline risks” whereby media attention to these matters could negatively impact our business in a particular region or in general
or investor sentiment and may materially and adversely affect our share price. Moreover, an adverse outcome from a lawsuit, even one against one of our
competitors, could result in changes in the way we and others in the industry do business, possibly leading to significant costs or decreased revenues or
profitability.
 
Our lease-to-own transactions are regulated by and subject to the requirements of federal and state laws and regulations that vary by jurisdiction,
which requires significant compliance costs and exposes us to regulatory action or other litigation.
 
Currently, 46 states, the District of Columbia and Puerto Rico have passed laws that regulate rental purchase transactions as separate and distinct from
credit sales. One additional state has a retail installment sales statute that excludes leases, including lease-to-own transactions, from its coverage if the lease
provides for more than a nominal purchase price at the end of the rental period. The specific rental purchase laws generally require certain contractual and
advertising disclosures. They also provide varying levels of substantive consumer protection, such as requiring a grace period for late fees and contract
reinstatement rights in the event the rental purchase agreement is terminated. The rental purchase laws of 11 states limit the total amount that may be
charged over the life of a rental purchase agreement and the laws of six states limit the cash prices for which we may offer merchandise. Furthermore, there
is currently no comprehensive federal legislation regulating lease-to-own transactions. We have incurred and will continue to incur substantial costs to
comply with federal and state laws and regulations, many of which are evolving, unclear and inconsistent across various jurisdictions as described above.
In addition to compliance costs, we may incur substantial expenses to respond to federal and state government investigations and enforcement actions,
proposed fines and penalties, criminal or civil sanctions, and private litigation, including those arising out of our or our franchisees’ alleged violations of
existing laws and/or regulations.
 
Similar to other consumer transactions, our rental purchase transaction is also governed by various federal and state consumer protection statutes, in
addition to the rental purchase statutes under which we operate, that provide various consumer remedies, including monetary penalties, for violations. In
our history, we have been the subject of litigation alleging that we have violated some of these statutory provisions and the consumer practices of Acima
are currently the subject of an investigation by the CFPB (see “—The outcome of the Consumer Financial Protection Bureau’s investigation into certain of
Acima’s business practices is uncertain and may materially and adversely affect Acima’s business or, following consummation of the Merger, the combined
business” above).
 
Laws and regulations regarding information security and data collection, use and privacy are increasingly rigorous and subject to change, which may
cause us to incur significant compliance costs.
 

 



 

 
The regulatory environment related to information security and data collection, use and privacy is increasingly rigorous, with new and constantly changing
requirements applicable to certain aspects of our business, including our collection practices (as well as those of third parties), the manner in which we
contact our customers, our decisioning process regarding whether to lease merchandise to customers, our credit reporting practices, and the manner in
which we process and store certain customer, employee and other information. All states have adopted laws requiring the timely notification to individuals
and, at times, regulators, the media or credit reporting agencies, if a company experiences the unauthorized access or acquisition of PII. Many states have
enacted additional data privacy and security laws and regulations that govern the collection, use, disclosure, transfer, storage, disposal, and protection of PII
and other information. For instance, the California Consumer Privacy Act of 2018 (the “CCPA”), which became effective on January 1, 2020, contains,
among other things, new disclosure obligations for businesses that collect PII from California residents and affords those individuals numerous rights
relating to their PII. The CCPA has changed the manner in which we collect, store and use consumer data and has resulted in increased regulatory
oversight, litigation risks and costs of compliance. Furthermore, a California ballot initiative from privacy rights advocates intended to augment and expand
the CCPA called the California Privacy Rights Act (the “CPRA”) was passed in November 2020 and will take effect in January 2023 (with respect to
information collected from and after January 2022). The CPRA will significantly modify the CCPA, including by creating a new state agency that will be
vested with authority to implement and enforce the CCPA and the CPRA. Moreover, other states may adopt privacy-related laws whose restrictions and
requirements differ from those of California, which could require us to design, implement and maintain different types of state-based, privacy-related
compliance controls and programs simultaneously in multiple states, thereby further increasing the complexity and cost of compliance. These costs,
including others relating to increased regulatory oversight and compliance, could materially and adversely affect our business. In addition, given that
privacy and customer data protection laws may be interpreted and applied inconsistently and are in a state of flux that varies by jurisdiction, our data
protection policies and practices may not be consistent with the most recent interpretations and applications of such laws at all times. Complying with these
varying requirements could cause us to incur substantial costs or require us to change our business practices in a manner materially adverse to our business.
Any failure, or perceived failure, by us to comply with our own privacy policies or with any regulatory requirements or orders or other privacy or consumer
protection related laws and regulations could result in proceedings or actions against us by governmental entities or others, subject us to significant
penalties and negative publicity and materially and adversely affect our operating results.
 
Our reputation, ability to do business and operating results may be impaired by improper conduct by any of our employees, agents or business partners,
including retail partners.
 
While our policies and compliance programs are intended to promote legal and ethical business practices, there is a risk that our employees, agents or
business partners, including retail partners, could engage in misconduct that materially and adversely affects our reputation, ability to do business or our
operating results or financial condition. For instance, our operations in the U.S. and abroad are subject to certain laws generally prohibiting companies and
their intermediaries from making improper payments to government officials for the purpose of obtaining or retaining business, such as the U.S. Foreign
Corrupt Practices Act, and similar anti-bribery laws in other jurisdictions. Violations by our employees, contractors or agents of policies and procedures we
have implemented to ensure compliance with these laws could subject us to civil or criminal investigations in the U.S. and in other jurisdictions, could lead
to substantial civil and criminal, monetary and non-monetary penalties, and related shareholder lawsuits, could cause us to incur significant legal fees and
could damage our reputation. Other misconduct, including discrimination or harassment in the workplace, illegal or suspicious activity and breaches in the
protection of consumer information, could similarly subject us to regulatory sanctions and negatively impact our business, operating results or financial
condition. In addition, misconduct by our employees or agents could prompt regulators to allege or to determine based upon such misconduct that we have
not established adequate supervisory systems and procedures to inform employees of applicable rules or to detect violations of such rules. Furthermore,
alleged or perceived misconduct by our employees, agents or business partners, including retail partners, even if not substantiated, may attract negative
publicity that could damage our reputation and impair our ability to maintain and develop relationships with our vendors, customers and other third parties
with whom we do business and to attract and retain employees.
 
Our products and services may be negatively characterized by consumer advocacy groups, the media and certain Federal, state and local government
officials, and if those negative characterizations become increasingly accepted by consumers and/or our retail partners, demand for our goods and the
transactions we offer could decrease and our business could be materially and adversely affected.
 

 



 

 
Certain consumer advocacy groups, media reports and federal and state regulators and legislators have asserted that laws and regulations regarding lease-
to-own transactions should be broader and more restrictive. The consumer advocacy groups and media reports generally focus on the total cost to a
consumer to acquire an item, which is often alleged to be higher than the interest typically charged by banks or similar lending institutions to consumers
with better credit histories seeking to borrow money to finance purchases. This “cost-of-rental” amount, which is generally defined as total lease fees paid
in excess of the “retail” price of the goods, is from time to time characterized by consumer advocacy groups and media reports as predatory or abusive
without discussing the fundamental difference between a credit transaction and a lease transaction, the fact that consumers can return their leased
merchandise at any time without penalty or further payment obligations or the numerous other benefits to consumers of lease-to-own programs, or the lack
of viable alternatives available to many of these consumers to obtain critical household items. If the negative characterization of lease-to-own transactions
becomes increasingly accepted by consumers or our retail and merchant partners, demand for our products and services could significantly decrease, which
could have a material adverse effect on our business, results of operations and financial condition. Additionally, if the negative characterization of lease-to-
own transactions is accepted by regulators and legislators, our business may become subject to more restrictive laws and regulations and more stringent
enforcement of existing laws and regulations, any of which could have a material adverse effect on our business, results of operations and financial
condition. The vast expansion and reach of technology, including social media platforms, has increased the risk that our reputation could be significantly
impacted by these negative characterizations in a relatively short amount of time. If we are unable to quickly and effectively respond to such
characterizations, we may experience declines in customer loyalty and traffic and our relationships with our retail partners may suffer, which could have a
material adverse effect on our business, results of operations and financial condition. Additionally, any failure by our competitors, including smaller,
regional competitors, to comply with the laws and regulations applicable to the traditional and/or virtual lease-to-own models, or any actions by our
competitors that are challenged by consumers, advocacy groups, the media or governmental agencies or entities as being abusive or predatory, could result
in Rent-A-Center being perceived as engaging in similar unlawful or inappropriate activities or business practices, merely because we operate in the same
general industries as such competitors.
 
Disputes with or involving our franchisees may lead to litigation with our franchisees, which may materially and adversely affect our relationships with
franchisees or our reputation, or cause us to incur significant expenses that materially and adversely affect our results of operations.
 
As a franchisor, we are subject to regulation by various federal and state laws that govern the relationship between us and our franchisees and the offer and
sale of franchises. If we fail to comply with these laws, we could be liable for damages to franchisees and fines or other penalties, as well as the loss of
franchise fees and ongoing royalty revenues. Although we believe we generally enjoy a positive working relationship with our franchisees, the nature of the
franchisor-franchisee relationship may give rise to litigation with our franchisees in the ordinary course of business for a variety of reasons, including
disputes related to alleged breaches of contract or wrongful termination under the franchise arrangements. We may also have disputes with franchisees in
connection with transactions whereby we have re-franchised previously company-owned locations and sold them to the franchisee, including disputes
regarding our indemnification obligations pursuant to those transaction agreements. Further, we may engage in litigation with franchisees to enforce the
terms of our franchise agreements and compliance with our brand standards as determined necessary to protect our brand, the consistency of our products
and the customer experience, or to enforce any applicable contractual indemnification rights if we are brought into a matter involving a third party due to an
alleged act or omission by the franchisee. In addition, we may be subject to claims by our franchisees relating to our franchise disclosure documents,
including claims based on financial information contained in those documents. Engaging in such litigation may be costly, time-consuming and may distract
management and materially and adversely affect our relationships with or ability to attract new franchisees. Any negative outcome of these or any other
claims could materially and adversely affect our results of operations as well as our ability to expand our franchise system and may damage our reputation
and brand.
 

 



 

 
Moreover, federal and state laws that regulate substantive aspects of our relationships with franchisees may limit our ability to terminate our franchise
arrangements or otherwise resolve conflicts with our franchisees or enforce contractual duties or rights we believe we have with respect to our franchisees,
which could materially and adversely affect our operations.
 
We may face liability for the actions, omissions and liabilities of our franchisees, which could materially and adversely affect our results of operation.
 
One of the legal foundations fundamental to the franchise business model has been that, absent special circumstances, a franchisor is generally not
responsible for the acts, omissions or liabilities of its franchisees. However, under the franchise business model, we may face claims and liabilities based on
vicarious liability, joint-employer liability, or other theories or liabilities. Expansion of these bases for liability not only could result in expensive litigation
with our franchisees or government agencies, but also could make it more difficult to appropriately support our franchisees while managing our risk of
liability, all of which could impact our results of operations. For instance, in 2015, the National Labor Relations Board adopted a broad standard for
determining when two or more otherwise unrelated employers may be found to be a joint employer of the same employees under the National Labor
Relations Act. Although the U.S. Department of Labor announced the rescission of these guidelines in June 2017, there can be no assurance that no future
changes in law, regulation or policy will cause us or our franchisees to be liable or held responsible for unfair labor practices, violations of wage and hour
laws, or other violations or require our franchises to conduct collective bargaining negotiations regarding employees of our franchisees. If such changes
occur, our operating expenses may increase as a result of required modifications to our business practices, increased litigation, governmental investigations
or proceedings, administrative enforcement actions, fines and civil liability, which could materially and adversely affect our results of operations.
 
We may be unable to protect our intellectual property, or may be alleged to have infringed upon the intellectual property rights of others, which could
result in a loss of our competitive advantage and a diversion of resources and a material adverse effect on our business and results of operations.
 
The success of our lease-to-own model depends in large part on our proprietary decisioning algorithm, our e-commerce platform and other proprietary
technologies that we currently have or may develop in the future. To protect our intellectual property rights, we rely, or may from time to time rely, on a
combination of trademark, trade dress, domain name, copyright, trade secret and patent laws, as well as confidentiality and license agreements with our
employees, contractors and other third parties with whom we have relationships. However, our efforts to protect our intellectual property rights may not be
sufficient or effective to prevent misappropriation or infringement of our intellectual property or proprietary information, which could result in a loss of our
competitive advantage. In addition, any of our intellectual property rights may be challenged, which could result in their being narrowed in scope or
declared invalid or unenforceable. We may litigate to protect our intellectual property and proprietary information from misappropriation or infringement
by others, which could be expensive and cause a diversion of resources and ultimately may not be successful.
 
Moreover, competitors or other third parties may allege that we, or consultants or other third parties retained or indemnified by us, infringe on their
intellectual property rights. Given the complex, rapidly changing and competitive technological and business environment in which we operate, and the
potential risks and uncertainties of intellectual property-related litigation, an assertion of an infringement claim against us may cause us to spend significant
amounts to defend the claim (even if we ultimately prevail). We may also be required to pay significant money damages. In the event of a settlement or
adverse judgment, our results of operation may materially decline if we are prohibited from using the relevant systems, processes, technologies or other
intellectual property, especially if we are forced to cease offering certain products or services, or are required to pay to the alleged owner of the relevant
intellectual property licensing fees, royalties or technology development expenses. Even in instances where we believe that claims and allegations of
intellectual property infringement against us are without merit, defending against such claims may be time consuming and expensive and may result in the
diversion of time and attention of our management and employees.
 

 



 

 
The taxes applicable to our operations can be difficult to determine and are subject to change, and our failure to correctly calculate and pay such taxes
could result in substantial tax liabilities and a material adverse effect on our results of operations.
 
The application of indirect taxes, such as sales tax, is a complex and evolving issue, particularly with respect to the lease-to-own industry generally and our
virtual lease-to-own Preferred Lease and e-commerce businesses more specifically. Many of the fundamental statutes and regulations that impose these
taxes were established before the growth of the lease-to-own industry and e-commerce and, therefore, in many cases it is not clear how existing statutes
apply to our various business activities. Failure to comply with such statutes, or a successful assertion by a jurisdiction requiring us to collect taxes in a
location or for transactions where we presently do not, could result in substantial tax liabilities, including for past sales and leases, as well as penalties and
interest. In addition, if the tax authorities in jurisdictions where we are already subject to sales tax or other indirect tax obligations were to successfully
challenge our positions, our tax liability could increase substantially. For instance, following a United States Supreme Court decision in June 2018, states
may require a remote seller with no physical presence in the state to collect and remit sales tax on goods and services provided to purchasers in the state.
Our Preferred Lease business may become subject to additional taxes if state or municipal legislatures adopt tax reform that subjects our lease-to-own
transactions originated at the locations of Preferred Lease’s retail partners to taxation in that jurisdiction, despite Rent-A-Center having no physical
presence in that jurisdiction. As governments increasingly search for ways to increase revenues, states may adopt tax reform or take other legislative action
designed to raise tax revenues, including by expanding the scope of transactions subject to taxation or by increasing applicable tax rates, or may adversely
interpret existing sales, income and other tax regulations. Such changes could subject our business to new or increased tax obligations, which could have a
material adverse effect on our results of operations.
 

 


