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NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the Pev@ecurities Litigation Reform A
of 1995. These statements include, among othegshistatements regarding plans, objectives, getilegies, future events or performe
and underlying assumptions and other statemenighvane other than statements of historical fdetswardlooking statements may app
throughout this report, including without limitatipin Part I, ltem 2 “ManagemestDiscussion and Analysis of Financial Conditiord
Results of Operations.” Forward-looking statememggmerally can be identified by words such as “amies,” “believes,” “estimates,”
“expects,” “intends,” “plans,” “predicts,” “projest’ “will be,” “will continue,” “will likely result,” and similar expressions. These forward-
looking statements are based on current expectatiod assumptions that are subject to risks anértaigties, which could cause our ac
results to differ materially from those reflectedthe forwardlooking statements. Factors that could cause otriboite to such differenc
include, but are not limited to, those discussethis Quarterly Report on Form 1D-and those discussed in other documents we file tivé
Securities and Exchange Commission (“SEQMportant factors that in our view could cause mateadverse affects on our finan
condition and results of operations include, b&t aot limited to, the risks and uncertainties edato our future operational and finan
results, competitive factors, the timing of the wipgs of other clubs, the availability of accepeafihancing to fund corporate expans
efforts, our dependence on key personnel, thetaidi manage operations and the futaperational strength of management, and the
governing the operation of adult entertainment hesses. We undertake no obligation to revise oligiulielease the results of any revis

to any forwardlooking statements, except as required by law. Gibese risks and uncertainties, readers are ceatioot to place und
reliance on such forward-looking statements.

LIS LT i, LT ” o,

As used herein, the “Company,” “RCIHH,” “we,” “otirand similar terms include RCI Hospitality Holdings¢. and its subsidiaries, unl
the context indicates otherwise.




PART |

Iltem 1.

Item 2.
Item 3.
Item 4.
PART II
Item 1.
ltem1A.
Item 2.

Iltem 6.

RCI HOSPITALITY HOLDINGS, INC.
TABLE OF CONTENTS

FINANCIAL INFORMATION

Financial Statemen

Consolidated Balance Sheets as of March 31, 20d aptember 30, 20:

Consolidated Statements of Income for the threesanthonths ended March 31, 2015 and 2
Consolidated Statements of Comprehensive Incomtéothree and six months ended March 31, 20128hd
Consolidated Statements of Cash Flows for the sinths ended March 31, 2015 and 2!
Notes to Consolidated Financial Statem

Management's Discussion and Analysis of Financtddtion and Results of Operatio
Quantitative and Qualitative Disclosures about MafRisk

Controls and Procedur

OTHER INFORMATION

Legal Proceeding

Risk Factors

Unregistered Sales of Equity Securities and Uderoteed:

Exhibits

15

26

27

27

27

27

27

28




PART | FINANCIAL INFORMATION

ltem 1. Financial Statements.
RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
ASSETS
September 30
March 31,
(in thousands, except per share date 2015 2014
(UNAUDITED)

Assets
Current asset:
Cash and cash equivalel $ 13,66 $ 9,96¢
Accounts receivable

Trade, ne 2,63t 1,06(

Other, ne 762 68t
Marketable securitie 60¢ 59¢€
Inventories 2,42¢ 1,87¢
Deferred tax asst 7,041 5,37¢
Prepaid expenses and other current assets 3,34z 3,78¢
Total current asse 30,47¢ 23,35:
Property and equipment, r 117,55¢ 113,96.
Other asset:
Goodwill 43,42¢ 43,37+
Indefinite lived intangible: 56,17¢ 53,96¢
Definite lived intangible: 10,47 67%
Other 2,361 3,812
Total other assets 112,43t 101,82¢
Total assets $ 260,47. $ 239,14.

See accompanying notes to consolidated financssients.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

September 30

March 31,
(in thousands, except per share date 2015 2014
(UNAUDITED)
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 3,18¢ % 2,19¢
Accrued liabilities 17,33¢ 9,19t
Texas patron tax liabilit 17,057 15,48¢
Current portion of long-term debt 8,59( 12,31t
Total current liabilities 46,17: 39,19
Deferred tax liability 29,59 27,68¢
Other lon¢-term liabilities 90¢ 924
Long-term debt 62,95: 58,03
Total liabilities 139,62t 125,84:
Commitments and contingenci
PERMANENT STOCKHOLDERS' EQUITY
Preferred stock, $.10 par, 1,000 shares authorimatt issued and outstand - -
Common stock, $.01 par, 20,000 shares authoriZz@52 and 10,067 shares issued and outstanc
respectively 10z 101
Additional paic-in capital 70,39: 66,72’
Accumulated other comprehensive inca 104 91
Retained earnings 43,88¢ 43,37(
Total RCIHH permanent stockhold’ equity 114,48t 110,28
Noncontrolling interest 6,36( 3,01(
Total permanent stockholders’ equity 120,84t 113,29¢
Total liabilities and stockholders’ equity $ 260,47. $ 239,14:

See accompanying notes to consolidated financi&tsients.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share date

Revenues
Sales of alcoholic beverag
Sales of food and merchand
Service revenue
Other

Total revenue

Operating expense

Cost of goods sol

Salaries and wagt

Stock compensatic

Other general and administrati
Taxes and permil
Charge card fee
Rent
Legal and profession
Advertising and marketin
Insurance
Utilities
Depreciation and amortizatic
(Gain) loss on sale of propel
Impairment of asse
Settlement of lawsuits and other one time ¢
Other
Total operating expenses

Operating income (los!

Other income (expense

Interest incom

Interest expens

Gain from original investment in Drink Robust, Inc.
Income (loss) before income tax
Income taxes (benefit)
Net income (loss
Less: net (income) loss attributable to noncoritrglinterests
Net income (loss) attributable to RCI Hospitalitpldings,
Inc.

Basic earnings (loss) per share attributable toHRCI
shareholders

Net income
Diluted earnings (loss) per share attributable @HH
shareholders

Net income

Weighted average number of common shares outsigr
Basic
Diluted

See accompanying notes to consolidated finan@&stents.

FOR THE THREE MONTHS
ENDED MARCH 31,

2015

2014

(UNAUDITED)

FOR THE SIX MONTHS
ENDED MARCH 31,

2015

2014

(UNAUDITED)

15,57¢ $ 12,98t 30,81 $ 24,67¢
5,241 3,97¢ 10,46¢ 7,40z
14,55¢ 14,34’ 28,78 27,07
2,03¢ 1,55¢ 3,83¢ 3,14(
37,41( 32,87( 73,89: 62,29
5,381 4,041 10,49: 7,78¢
8,11¢ 6,85¢ 16,14’ 13,43:
12C 151 24C 154
5,70¢ 5,147 11,10: 9,557
544 44¢ 1,091 877
1,18¢ 1,15¢€ 2,32¢ 2,38¢
1,06¢ 42€ 2,02¢ 1,21¢
1,312 1,40€ 2,67¢ 2,691
801 972 1,621 1,771
70¢ 64€ 1,44; 1,241
1,88¢ 1,51¢ 3,531 2,90¢
(18) (86) (18) (86)

- - 1,35¢ -
10,30¢ 15C 10,55( 27C
2,917 2,591 5,79( 5,02¢
40,02¢ 25,41° 70,37: 49,22(
(2,616) 7,45¢ 3,52¢ 13,07¢
26 35 39 112
(1,789 (1,929 (3,407 (3,936)
- - 577 -
(4,379 5,57( 73¢ 9,24¢
(1,265 1,92: 581 3,24¢
(3,109) 3,64¢ 157 6,00¢
267 74 362 121
(2,84) $ 3,72¢ 51¢  $ 6,12¢
0.2 $ 0.3¢ 0.08 $ 0.64
(0.2 $ 0.37 0.08 $ 0.62
10,27t 9,661 10,26¢ 9,60¢
10,27t 10,85: 10,27: 10,76




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands, except per share date

Net income (loss

Other comprehensive incorr

Unrealized holding gain (loss) on securities avdddor sale
Comprehensive income (los

Comprehensive (income) loss attributable to nomodiimg
interests

Comprehensive income (loss) to common stockholders

FOR THE THREE MONTHS
ENDED MARCH 31,

FOR THE SIX MONTHS

ENDED MARCH 31,

2015 2014 2015 2014
(UNAUDITED) (UNAUDITED)
$ (3,109 $ 3,64¢ 157 $ 6,00
5 18 13 18
(3,109 3,66¢ 17¢ 6,02z
267 74 362 121
$ (2,83) $ 3,74( 53 $ 6,14:




RCI HOSPITALITY HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands, except per share date

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to cash praVicle operating activities

Depreciation and amortizatic

Deferred taxe

Impairment of asse

Amortization of note discour

(Gain) from original investment in Drink Robt

Deferred rent:

Beneficial conversiol

Stock compensation exper

Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other as
Accounts payable and accrued liabilities

Cash provided by operating activiti

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipme

Acquisition of development rights in New York buiid
Acquisition of businesses, net of cash acquired

Net cash used by investing activit

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on lor-term debt

Proceeds from lor-term debt

Exercise of stock optior

Purchase of treasury sto

Distribution to noncontrolling interests

Cash provided by (used in) financing activities

NET INCREASE IN CASF
CASH AT BEGINNING OF PERIOD
CASH AT END OF PERIOD

CASH PAID DURING PERIOD FOR
Interest

Income taxes

See accompanying notes to consolidated finan@&sients.

FOR THE SIX MONTHS
ENDED MARCH 31,

2015 2014
(UNAUDITED)

$ 157 $ 6,00¢

3,531 2,90¢

1,461 734

1,35¢ -

33 44

(577) -

(16) (16)

5 -

24C 154

(2,844 (746€)

(42¢) (300)

2,782 (2,107

7,417 4,92¢

13,11¢ 11,59:

(2,869 (8,19¢)

- (5,325

(1,244 (500)

(4,119 (14,029

(8,239 (4,335

4,95¢ 7,02t

- 844

(1,925 -

(10¢) (10¢)

(5,30¢) 3,42¢

3,697 1,00¢

9,964 10,63¢

$ 13,66. $ 11,63¢

$ 3,07  $ 3,37¢

$ 1,722 $ 47E




Non-cash transactions and other:

During the six months ended March 31, 2015, the @ incurred $1.4 million in seller-financed lotegm debt in connection with t
acquisition of real estate.

During the six months ended March 31, 2015, the @amg converted debt principal and interest valuebile8 million into 177,018 comm:
shares.

During the six months ended March 31, 2015, the @y purchased and retired 192,427 common treahanes. The cost of these sh
was $1.9 million.

During the six months ended March 31, 2015, the @y issued 200,000 shares of common stock foadhaisition of a controlling intere
in Drink Robust, Inc.

During the six months ended March 31, 2014, the @y incurred $4.3 million in seller-financed loteym debt in connection with t
acquisition of real estate and an aircraft.

During the six months ended March 31, 2014, the @ty converted debt principal and interest valuebllal million into 113,750 comm:
shares.

See accompanying notes to consolidated finan@&stents.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2015
(UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying unaudited consolidated finandialements have been prepared in accordance withuaiieg principles genera
accepted in the United States of America (“GAARS) interim financial information and with the insttions to Form 10-Q of Regulation S-
X. They do not include all information and footnetequired by accounting principles generally ategjin the United States of America
complete financial statements. However, excepisdased herein, there has been no material chiantpe information disclosed in the nc

to the consolidated financial statements for tharyded September 30, 2014 included in the Con'p@mnual Report on Form 1K as
filed with the Securities and Exchange Commissibime interim unaudited financial statements showddréad in conjunction with thc
financial statements included in the FormK.On the opinion of management, all adjustmentssidered necessary for a fair presenta
consisting solely of normal recurring adjustmertaye been made. Operating results for the six nsoattded March 31, 2015 are
necessarily indicative of the results that may Xyeeeted for the year ending September 30, 2015.

2. RECENT ACCOUNTING STANDARDS AND PRONOUNCEMENT

In May 2014, the FASB issued Accounting Standargddte No. 2014-09, Revenue from Contracts with @uosts (“ASU 2014-09")which
supersedes nearly all existing revenue recogngigdance under GAAP. The core principle of ASU 2084is to recognize revenues w
promised goods or services are transferred to mes®in an amount that reflects the consideratiomttich an entity expects to be entitled
those goods or services. ASU 2009-defines a five step process to achieve this poneiple and, in doing so, more judgment andneste:
may be required within the revenue recognition psscthan are required under existing GAAP. Thedstiahis effective for annual peric
beginning after December 15, 2016, and interimqguaritherein, using either of the following trarmitimethods: (i) a full retrospecti
approach reflecting the application of the standardach prior reporting period with the optioneiect certain practical expedients, or (i
retrospective approach with the cumulative effefcindtially adopting ASU 201439 recognized at the date of adoption (which inet
additional footnote disclosures). The Company isently evaluating the impact of our pending adeptdf ASU 201409 on its consolidatt
financial statements and have not yet determinedrtbthod by which it will adopt the standard ircéisyear 2018.

3. SIGNIFICANT ACCOUNTING POLICIES
Following are certain remarkable accounting pritesmnd disclosures.

Fair Value Accounting

GAAP establishes a three-tier fair value hieraraflyich prioritizes the inputs used in the valuatinathodologies in measuring fair value:

Level 1- Observable inputs that reflect quoted prices (uedfl) for identical assets or liabilities in aetimarkets
Level 2- Include other inputs that are directly or indirgaibservable in the marketplac
Level 3— Unobservable inputs which are supported by little@ market activity

The fair value hierarchy also requires an entityniaximize the use of observable inputs and minintigeuse of unobservable inputs w
measuring fair value.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2015
(UNAUDITED)

3. SIGNIFICANT ACCOUNTING POLICIES - continued

Fair Value Accounting

The Company classifies its marketable securitiesvafiable-forsale, which are reported at fair value. Unrealizelfling gains and losses,
of the related income tax effect, if any, on aual#afor-sale securities are excluded from income and gerted as accumulated ot
comprehensive income in stockholders’ equity. Realigains and losses from securities classifie/agable forsale are included in incorr

The Company measures the fair value of its marketsécurities based on quoted prices for idensealrities in active markets, or Leve
inputs. As of March 31, 2015, available-for-salewséies consisted of the following:

Gross
(in thousands Cost Unrealized Fair
Available for Sale Basis Gains Value
Tax-Advantaged Bond Fund $ 50t % 104 $ 60¢

The Company reviews its marketable securities terdgne whether a decline in fair value of a sdgupelow the cost basis is other t
temporary. Should the decline be considered ottt temporary, the Company writes down the cosslmithe security and include the |
in current earnings as opposed to an unrealizaedifiploss. No losses were recognized during thetguanded March 31, 2015.

Financial assets and liabilities measured atv&ine on a recurring basis are summarized below:

(in thousands Carrying
March 31, 201! Amount Level 1 Level 2 Level 3
Marketable securitie $ 60 $ 60 $ - $ -
(in thousands Carrying
September 30, 201 Amount Level 1 Level 2 Level 3
Marketable securitie $ 558 % 55t % - $ -

Reclassifications

Certain prior year amounts have been reclassifiesbbform to the current year presentation.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2015
(UNAUDITED)

4. STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION

Employee and Director Stock Option Plans

In 1995, the Company adopted the 1995 Stock Opilam (the “1995 Plan"jor employees and directors. In August 1999, then@an)
adopted the 1999 Stock Option Plan (the “1999 Bland in 2010, the ComparsyBoard of Directors approved the 2010 Stock OpRtar
(the “2010 Plan”) (collectively, “the Plans”)The 2010 Plan was approved by the shareholdersed€dmpany at the 2011 Annual Meetin
Shareholders. The options granted under the Playsba either incentive stock options, or repralified options. The Plans are administ
by the Board of Directors or by a compensation citter of the Board of Directors. The Board of Digs has the exclusive power to se
individuals to receive grants, to establish thenteof the options granted to each participant, i)/ that all options granted shall be gra
at an exercise price equal to at least 85% ofdhenfarket value of the common stock covered byoiton on the grant date and to mak
determinations necessary or advisable under thesPla

The compensation costs recognized for the threelhm@nded March 31, 2015 and 2014 were $120,013860,605, respectively, and w
$240,024 and $153,527 for the six months then enmasgectively. There were 100,000 stock optiorr@sges during the quarter ended Mz
31, 2014, aggregating $843,600. There were no giptikn grants or exercises for the three and sirthrs ended March 31, 2015.

Stock Option Activity

The following is a summary of all stock option tsantions for the six months ended March 31, 2015:

(in thousands, except for per share

and year information
Outstanding as of September 30, 2
Grantec
Cancelled or expire
Exercised
Outstanding as of March 31, 2015

Options exercisable as of March 31, 2015

Weighted
Average
Remaining
Weighted Contractual Aggregate
Average Term Intrinsic
Shares Exercise Prict (years) Value
10 $ 8.7C
- 8.7(C
10 $ 8.7C 02 $ 17
10 $ 8.7C 028 % 17

5. GOODWILL AND OTHER INTANGIBLES

Following are the changes in the carrying amouhtgpodwill and licenses for the six months endedde81, 2015 and 2014:

(in thousands 2015 2014
Definite- Definite-
Lived Lived
Intangibles Licenses Goodwill Intangibles Licenses Goodwill
Beginning balanc $ 72¢ $ 53,966 $ 43,37 $ 1,068 $ 54,96t $ 43,98
Intangibles acquire 10,37¢ 3,56¢ - - - -
Impairment - (1,359 - - - -
Other (639 51 (177 265 -
Ending balanci $ 10,47 $ 56,17F $ 4342 $ 894 $ 55237 $ 43,98

During the six months ended March 31, 2015, we hagerded an impairment of $1.4 million for the éfiditedived intangible assets at ¢

Temptations Cabaret in Lubbock.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2015
(UNAUDITED)

6. LONG-TERM DEBT

On January 13, 2015 a Company subsidiary purchBs&h in Texas Saloon gentlemerclub in an Austin, Texas suburb. As part of
transaction, another subsidiary also purchasedlthes real estate. Total consideration of $6.8 millbamsisted of $3.5 million for the cl
business and $3.3 million for its 3.5 acres of esthte. Payment was in the form of $1 million @stt and $1.4 million in seller financing
6% annual interest, with the balance provided bymercial bank financing at a variable interest exjaal to the prime rate plus 2%, bt
no event less than 6.5%.

In December 2014, the Company refinanced certahegtate debt amounting to $2.1 million with neank debt of $2.0 million. The n¢
debt is payable $13,270 per month, including irseat 5.25% and matures in ten years.

In December 2014, the Company borrowed $1.0 milliom an individual. The note is collateralized d®rtain real estate, is payable $13
per month, including interest at 10% and maturédsiinyears.

In December 2014, the Company borrowed $2.0 milffom a lender. The 12% note is collateralized hgestain subsidiarg stock and
payable interest only until it matures in threergea

On October 15, 2013, the Company sold to certaigstors (i) 9% Convertible Debentures with an agate principal amount of $4,525,(
(the “Debentures”)under the terms and conditions set forth in theedbalres, and (ii) warrants to purchase a totalp#00 shares of tl
Company’s common stock (the “Warrantsiijyder the terms and conditions set forth in therdfdas. Each of the Debentures has a ter
three years, is convertible into shares of our comstock at a conversion price of $12.50 per sfmrbject to adjustment), and has an ar
interest rate of 9%, with one initial payment ofeirest only due April 15, 2014. Thereafter, thengipal amount is payable in 10 ec
quarterly principal payments, which amounts to taltof $452,500, plus accrued and unpaid intei®ist.months after the issue date of
Debentures, we have the right to redeem the Detmniithe Compang common stock has a closing price of $16.25 (stibgeadjustmen
for 20 consecutive trading days. The Warrants favexercise price of $12.50 per share (subjectiiosament) and expire on October
2016. In the event there is an effective regisiratitatement registering the shares of common stodkrlying the Warrants, we have the r
to require exercise of the Warrants if our commimtis has a closing price of $16.25 (subject to stdjient) for 20 consecutive trading d:
The Company sold the Debentures and Warrants tmt#estors in a private transaction and receivetsicieration of $4,525,000. An advi
to the Company received compensation in the amotir#271,500 in connection with advising the Compaagarding the sale of t
Debentures and Warrants.

The fair value of the warrants was estimated t$185,318 in accordance with GAAP, using a Blackeeh optionpricing model using tt
following weighted average assumptions:

Volatility 28.2%
Expected life 1.5 year
Expected dividend yiel -
Risk free rate .32%

The cost of the warrants has been recognized ssautht on the related debt and was amortized tneelife of the debt.

In October 2013 the Company borrowed $2.5 millimnf an individual. The note is collateralized bgeond lien on the CompasyMiami
nightclub, bears interest at 13% and interest @npayable monthly until the principal matures ér8onths.

In December 2013 the Company purchased an aifora$4.3 million which was partially financed by$8.6 million note to a bank. The n
is payable $40,654 monthly, including interest.d6% until February 2017 when the entire principglance becomes due.

7. COMMON STOCK

During the six months ended March 31, 2015, the @y purchased and retired 192,427 common treahanes. The cost of these sh
was $1.9 million.

During the six months ended March 31, 2015, the @ty converted debt principal and interest valueblle8 million into 177,018 comm:
shares.

During the quarter ended December 31, 2014, thepaosnissued 200,000 shares of common stock foathaisition of a controlling intere
in Drink Robust, Inc.
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2015
(UNAUDITED)

8. EARNINGS PER SHARE (EPS)

The Company computes earnings per share in acamrdaith GAAP, which provides for the calculation lzdisic and diluted earnings
share. Basic earnings per share includes no dil#iwd is computed by dividing income available aonmon stockholders by the weigh
average number of common shares outstanding fopahied. Diluted earnings per share reflect theptial dilution of securities that cot
share in the earnings of the Company.

Potential common stock shares consist of sharésrthg arise from outstanding dilutive common stegkrants and options (the numbe
which is computed using the “treasury stock methadiid from outstanding convertible debentures (thabar of which is computed usi
the “if converted method”).

Diluted EPS considers the potential dilution thatild occur if the Compang’outstanding common stock options, warrants amdertible
debentures were converted into common stock theat ihared in the Compasyéarnings (as adjusted for interest expense)whbatd nc
longer occur if the debentures were converted).

FOR THE QUARTER FOR THE SIX MONTHS
ENDED MARCH 31, ENDED MARCH 31,
2015 2014 2015 2014
Basic earnings per share:
Net income (loss) attributable to RCII's shareholders $ (2,84) $ 3,72: % 51¢ % 6,12¢
Average number of common shares outstanding 10,27¢ 9,661 10,26¢ 9,601
Basic earnings (loss) per share - net income attiile to
RCIHH's shareholders $ (029 $ 03¢ $ 0.0: $ 0.64
Diluted earnings per shar
Net income (loss) attributable to RCII's shareholder $ (2,84) $ 3,72z $ 51¢ % 6,12¢
Adustment. to net earnings from assumed conversion
debentures (1) - 25C - 49C
Adjusted net income (loss) attributable to RCIHH's
shareholders $ (2,84) $ 3,97: $ 51¢ $ 6,61°F
Average number of common shares outstanc
Common shares outstandi 10,27¢ 9,661 10,26¢ 9,60¢
Potential dilutive shares resulting from exercigarrants
and options (2 - 17€ 4 172
Potential dilutive shares resulting from conversién
debentures (3) - 1,01¢ - 98¢
Total average number of common shares outstandied for
dilution 10,27¢ 10,85! 10,27: 10,76:
Diluted earnings (loss) per share - net incomébattable to
RCIHH'’s shareholders $ (0.2¢) $ 037 $ 0.0t $ 0.62

(1) Represents interest expense on dilutive coiierdebentures that would not occur if they wessumed converted.
(2) All outstanding warrants and options were cdesgd for the EPS computation.

(3) Convertible debentures (principal and accrugdrest) outstanding at March 31, 2015 and 203alingt $6.0 million and $11.3 millio
respectively, were convertible into common stock ptice of $10.00 to $12.50 per share each yeapdtential dilutive shares for each of
three and six month periods ended March 31, 20¥é baen excluded from earnings per share due g lzgitidilutive. During the three al
six month periods ended March 31, 2015, 524,194eshHsave been excluded from earnings per shartochaing anti-dilutive each period.

* EPS may not foot due to rounding.
9. ACQUISITIONS

2015

On October 30, 2014, a 51% owned subsidiary ofGbmpany (“Robustacquired certain assets and liabilities of Robustrgy LLC fo
$200,000 in cash and 200,000 shares of its remtricdmmon stock for a total purchase price of &&lllon. The Company has also agree
issue 50,000 shares of RCIHH common stock to the pvincipals of Robust Energy LLC if Robust has metome of at least $1 millic



during the 2015 calendar year. The principals eaténto a LockJp Agreement with the Company in connection with thsuance by tl
Company of its shares of common stock as explaaee, which will provide that none of the sharél Ive sold for a period of one ye
after the date of issuance and, thereafter, nefitiacipal will sell more than 1/6th of their regpige shares per month that they receiv
connection herewith. Robust is an energy drinkrithistor, targeting the on premises bar and mixerkiesta

The following information summarizes the allocatwfifair values assigned to the assets and liadsldt the purchase date.

(in thousands

Inventory and accounts receival $ 501
Equipment, furniture and fixtut 35¢€
Definite-lived intangible 10,27¢
Accounts payabl (1,196
Notes payabli (963)
Noncontrolling interes (3,889
Net asset $ 5,08¢

In accordance with GAAP, the Company recorded a @diapproximately $577,000 on the value of itsliearl5% investment in th
company.

On January 13, 2015 a Company subsidiary purchBsedh in Texas Saloon gentlemsrclub in an Austin, Texas suburb. As part of
transaction, another subsidiary also purchasedltites real estate. Total consideration of $6.8 millimmsisted of $3.5 million for the cl
business and $3.3 million for its 3.5 acres of esthte. Payment was in the form of $1 million @slt and $1.4 million in seller financing
6% annual interest, with the balance provided bymercial bank financing at a variable interest edaal to the prime rate plus 2%, bt
no event less than 6.5%.
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2015
(UNAUDITED)
9. ACQUISITIONS - continued
The following information summarizes the allocatwfifair values assigned to the assets at the psectate.

(in thousands)

Buildings and lanc $ 3,13(
Furniture and fixture 20
Inventory 4
SOB license 3,56¢
Noncompete 10C
Net asset $ 6,82(

10. INCOME TAXES

Income tax expense on continuing operations forpiigods presented differs from the “expectéstieral income tax expense compute
applying the U.S. federal statutory rate of 34%aonings before income taxes for the three andsinths ended March 31, as a result o
following:

For the Three Month For the Six Month:
Ended March 31 Ended March 31
2015 2014 2015 2014
Computed expected tax expel $ (1,487 $ 1,892 % 251 % 3,14t
State income taxe 74 69 14¢ 10t
Permanent differences (148 (42) 182 (5
Income tax expense $ (1,265 $ 1,92: $ 581 $ 3,24¢

Included in the Company'’s deferred tax liabilitsMarch 31, 2015 is approximately $17.2 milliopresenting the tax effect of indefinite
lived intangible assets from club acquisitions viahéeze not deductible for tax purposes. These defdex liabilities will remain in the
Company'’s balance sheet until the related clubsaic

11. COMMITMENTS AND CONTINGENCIES
Legal Matters
Texas Patron Tax

Beginning January 1, 2008, the Companyéxas clubs became subject to a new state lavirirggjeach club to collect and pay a $5 surch
for every club visitor. A lawsuit was filed by theexas Entertainment Association (“TEA@n organization to which the Company
member, alleging the fee amounts to be an uncatistial tax. On March 28, 2008, a State Distriou@ Judge in Travis County, Texas rt
that the new state law violates the First Amendnterthe United States Constitution and is therefovalid. The judges order enjoined tl
State from collecting or assessing the tax. TlateSippealed the Couwsttuling. In Texas, when cities or the State gietice of appeal,
supersedes and suspends the judgment, includingpjthection. Therefore, the judgment of the DistriCourt cannot be enforced until
appeals arecompleted. Given the suspension glitttenent, the State gave notice of its right tdemlthe tax pending the outcome of
appeal but took no affirmative action to enforcatthight. On June 5, 2009, the Court of Appeaitstfie Third District (Austin) affirmed tt
District Court’s judgment that the Sexually OriehtBusiness (“S.0.B.”Fee violated the First Amendment to the U.S. Cauntgtn but ol
August 26, 2011, the Texas Supreme Court reversegutigment of the Court of Appeals, ruling thag 80B Fee does not violate the F
Amendment to the U.S. Constitution, and remandectése to the District Court to determine whetherfeée violates the Texas Constitution.

TEA appealed the Texas Supreme Caudecision to the U.S. Supreme Court (regardingctvestitutionality of the fee under the F
Amendment of the U.S. Constitution), but the U.8p®@me Court denied the appeal on January 23, 28dBsequently, the case \
remanded to the District Court for considerationhaf remaining issues raised by TEA. On June 282 2the District Court in Travis Cour
held a hearing on TEA'Texas Constitutional claims and on July 9, 2Qit2red an order finding that the tax was a cortgiital Occupatior
Tax. The Court denied the remainder of TEA’s canstinal claims. TEA appealed the trial coartuling to the Third Court of Appeals ¢
on May 9, 2014, the Third Court of Appeals issuedlang adverse to TEA and in favor of the StatEATfiled a petition for review to tt
Texas Supreme Court on July 17, 2014. The TexaseBugpCourt denied TEA’petition for review on November 21, 2014. On keby 5
2015, TEA filed a petition for writ of certiorariith the United States Supreme Court. On March B352the Supreme Court denied TEA'
writ of certiorari.
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11. COMMITMENTS AND CONTINGENCIES - CONTINUED

The Company has not made any payments of these sinee the first quarter of 2009, except as gth feelow. However, based on the Ci
ruling, the Company will continue to accrue andaenge the potential tax liability on its financigdtements.

We also believe that, in the event of loss of tagrdh Tax issue, the State of Texas would waive @enalties and allow us to pay out
liability over a reasonable amount of time. We hmagle plans for the payment of the lawsuit setttgraad we believe that, in the event
loss in the Patron Tax matter, we will be abledag fhe remaining liabilities over time.

Since the inception of the tax, the Company had paire than $2 million to the State of Texas uretest for all four quarters of 2008 :
the first quarter of 2009, expensing it in the aditkated financial statements (except for two lama in Dallas where the taxes have not |
paid, but the Company is accruing and expensindiabédity). For all subsequent quarters, as ailtesf the Third Court 2009 decision, tl
Company has accrued the tax, but not paid the .Sfsteordingly, as of March 31, 2015, the Compaag Approximately $17.1 million
accrued liabilities for this tax. Patron tax experamounted to approximately $805,000 and $866@0the quarters ended March 31, 2
and 2014, respectively. The Companyexas clubs have filed a separate lawsuit ag#iesState in which the Company raises addit
challenges to the statute imposing the fee ordamanding repayment of the taxes the Company hidsupder this statute. The courts h
not yet addressed these additional claims. IfGbhenpany is successful in the remaining litigatitg amount the Company has paid u
protest should be repaid or applied to any futoomstitutional admission tax or other Texas staxeliabilities. The Company has emplo
special state tax counsel in Austin to negotiatdesaent of the Patron Taxes. In connection with tiegotiations, the Company has filed
paid the Patron Taxes for the quarter ended Mat¢l2@L5. If settled, the lawsuit mentioned aboviélvé dismissed.

New York Settlemer

On April 1, 2015, we and our subsidiaries, RCI Eaiement (New York), Inc. and Peregrine Enterpmidac., entered into an agreemer
settle in full a New York based federal wage andrhdass action case filed in the United StategridtsCourt for the Southern District
New York. The settlement has been filed with thertéor preliminary approval. Trial was scheduledoegin April 27, 2015. Under terms
the agreement, RCI Entertainment (New York), Imad Reregrine Enterprises, Inc. will make up to 8iion available to class members i
their attorneys. The actual amount paid will beed®ined based on the number of class members raisigohy the end of a thramentt
notice period, with final court approval expecteingtime after that. Any unclaimed checks or paysevill revert back to our subsidiari
Based on the current schedule, an initial paymést833,333 will be made in approximately five rtts) with two subsequent payment
$1,833,333 each being made in equal annual insalln As part of the settlement, we were requiceduarantee the obligations of F
Entertainment (New York), Inc. and Peregrine Enisgs, Inc. under the settlement.

Filed in 2009, the case claimed RiskCabaret New York misclassified entertainers agpendent contractors. Plaintiffs sought minir
wage for the hours they danced and return of ceftas. RCI Entertainment (New York), Inc. and Bere Enterprises, Inc. maintained
dancers were properly classified, and alternativalyjounts earned were well in excess of the mininmsge and should satisfy ¢
obligations.

In accordance with GAAP, the Company has accru€d3fhillion as of March 31, 2015 as the estimatebiility for its obligations under tl
settlement.

Indemnity Insurance

As previously reported, the Company and its subsie were insured under a liability policy issusdIndemnity Insurance Corporatir
RRG (“lIC") through October 25, 2013. The Company and itsididies changed insurance companies on that @atéNovember 7, 201
the Court of Chancery of the State of Delawareredta Rehabilitation and Injunction Order, whicltldeed 11C impaired, insolvent and in
unsafe condition and placed IIC under the supemisf the Insurance Commissioner of the State daWa&re in her capacity as recei
(“Receiver”). The order empowered the Receiver to rehabilita@ethiirough a variety of means, including gatherisgets and marshali
those assets as necessary. Further, the orderdstayabated pending lawsuits involving IIC as iturer until May 6, 2014. Since !
expiration of the order the lawsuits have resum#eé. are funding 100% of the costs of litigation amifl seek reimbursement from t
bankruptcy receiver.

On April 10, 2014, the Court of Chancery of thetStaf Delaware entered a Liquidation and Injunct@mler With Bar Date, which order
the liquidation of IIC and terminated all insuranmaicies or contracts of insurance issued by Ilhe order further ordered that all cla
against IIC must be filed with the Receiver befthre close of business on January 16, 2015 andalihaénding lawsuits involving 1IC as t
insurer are further stayed or abated until Octahe2014. As a result, the Company and its sub$diano longer have insurance cove
under the liability policy with IIC. Currently, &re are multiple civil lawsuits pending or thre@e@mgainst the Company and its subsidie
and other potential lawsuits for incidents thatwoed before October 25, 2013 could still be filethe Company has retained counsi
evaluate and defend against these claims and Isw#uis unknown at this time what effect thisbiity exposure will have on the Compat



The Company filed the appropriate claims againStwlith the Receiver before the January 16, 201%lldea There can be no assura

however, of any recovery from these claims. The gamy’s new general liability coverage obtained from aeotinsurer will cover ar
claims arising from actions after October 25, 2013.

Settlement of lawsuits and other atiree costs include no settlements during the qumgaded December 31, 2014 and 2013 in settle
with claimants which were unpaid by our generdiility insurance carrier.
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12. SEGMENT INFORMATION

The Company is engaged in adult nightclubs and Bbrmalis Restaurants and Bars. The Company has fiddnsuch segments based
management responsibility and the nature of the gamyis products, services and costs. There are no majimctions in geographical are
served as all operations are in the United Stdtes.Company measures segment profit (loss) as iedtees) from operations. Total as:
are those assets controlled by each reportableesggithe other category below includes our medidgult and internet divisions.

Below is the financial information related to therffpany’s segments:

Three Months Ende Six Months Ende:
March 31, March 31,
2015 2014 2015 2014

Business segment sal
Night clubs $ 3193 % 31,19 $ 62,99t $ 59,55(
Bombshells 4,81: 1,37¢ 9,721 2,08:
Other 664 29t 1,181 66C

$ 37,41 % 32,87 % 73,897 % 62,29!
Business segment operating incol
Night clubs $ 114 % 9,642  $ 8,671 % 17,61¢
Bombshells 571 (12 1,111 (317)
Other (797) (87) (1,349 (257)
General corporate (2,504 (2,086 (4,919 (3,97))

$ (2,616 $ 7.45¢ $ 3,522 % 13,07
Business segment capital expenditu
Night clubs $ 71C  $ 81z $ 67t $ 4,36t
Bombshells 67€ 1,73t 1,65 3,151
Other 43C - 444 -
General Corporate 91 37 197 682

$ 1,907 $ 258 % 2,86¢ $ 8,19¢
Business segment depreciation and amortiza
Night clubs $ 76 $ 84¢ % 158 % 1,64¢
Bombshells 221 41 274 53
Other 30t 4 51C 10
General corporate 597 62C 1,168 1,19¢

$ 1,88 $ 151  $ 3531 $ 2,90¢

General corporate expenses include corporate sg/dréalth insurance and social security taxesffimers, legal, accounting and information
technology employees, corporate taxes and insurdegal and accounting fees, depreciation and atbgrorate costs such as automobile and
travel costs. Management considers these to balarable costs for segment purposes

13. RESTRICTED STOCK ISSUANCE

In July 2014, the Company granted to an executifieen and an officer of a subsidiary an aggredatal of 96,325 shares of restricted st
The total grant date fair value of all of these mlgavas $938,478 and vest in two years. Restrtisek awards are awards of common s
that are subject to restrictions on transfer and tisk of forfeiture if the awardee terminates &yment with the Company prior to the la
of the restrictions. The fair value of such stocsvdetermined using the closing price on the giate and compensation expense is rect
over the applicable vesting periods. Forfeitures r@cognized as a reversal of expense of any wieshounts in the period incurr
Unamortized expense amounted to $620,519 at MatcR@L5. The compensation cost recognized for ithenenths ended March 31, 2(
was $240,024.

14. WARRANTS ISSUED

In February 2014, the Company issued warrantsdgaise 100,000 shares of the Compangdmmon stock to a financial adviser. The exe
price of the warrants is $11.77. The warrants vesrcisable immediately and expire in two years Tir value of the warrants, which v



entirely charged to expense upon issuance, wasatsil to be $147,683 in accordance GAAP, usingaakBEcholes optiopricing mode
using the following weighted average assumptions:

Volatility 31.5%
Expected life 1.0 year
Expected dividend yiel -
Risk free rate 12%

15. SUBSEQUENT EVENTS

On May 4, 2015 a Company subsidiary purchased Ewvdl& gentlemers club in Minneapolis Minnesota. As part of thengaction, anoth
subsidiary also purchased the clubéal estate. Total consideration of $8.5 millkamsisted of $4.5 million for the assets of thebdhuisines
and $4.0 million for the real estate. Payment wasderthrough bank financing of $5.7 million at 5.5%erest, seller financing of $1.8 milli
at 6% and cash of $1.1 million. At this time, then@pany has not allocated the purchase price tadheired assets.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion should be read in conjigrctvith our audited consolidated financial statatseand related notes thereto included in
this quarterly report.

GENERAL

At the Company’s Annual Meeting of Stockholdersfargust 6, 2014, its name was officially changedrfBick’s Cabaret International, I
to RCI Hospitality Holdings, Inc. RCI Hospitalityditlings, Inc. (sometimes referred to as RCIHH hgreias incorporated in the State
Texas in 1994. Through our subsidiaries, as of|/8frj 2015, we operate a total of foftye establishments that offer live adult ententagmt
and/or restaurant and bar operations. We haveréportable segments, nightclubs and BombshellsaRests and Bar®Cl Hospitality
Holdings, Inc.s a holding company and operates through its sub&diancluding its management company, RCl Managgr8ervices, In
All services and management operations are conduye subsidiaries of RCIl Hospitality Holdings, Inim the context of club ai
bar/restaurant operations, the teres “Company,” “we,” “our,” “us”and similar terms used herein refer to subsidiasfeRCI Hospitality
Holdings, Inc. Excepting executive officers of RE@bspitality Holdings, Inc.any employment referenced in this document is ritit RCI
Hospitality Holdings, Inc. but solely with one ¢ isubsidiaries.

SCHEDULE OF UNITS

Date
Name of Establishme: Acquired/Openet

Club Onyx, Houston, T2 1995
RICK’'S Cabaret, Minneapolis, M 1998
XTC Cabaret, Austin, T> 1998
XTC Cabaret, San Antonio, T 1998
XTC Cabaret North, Houston, T 2004
RICK’S Cabaret, New York City, N' 2005
Club Onyx, Charlotte, N( 2005
RICK’S Cabaret, San Antonio, T 2006
XTC Cabaret South, South Houston, 2006
RICK’S Cabaret, Fort Worth, T 2007
Tootsie's Cabaret, Miami Gardens, 2008
XTC Cabaret, Dallas, T. 2008
Club Onyx, Dallas, T> 2008
Club Onyx, Philadelphia, P. 2008
RICK’S Cabaret, North Austin, T 2009
Cabaret North, Fort Worth, T 2009
Cabaret East, Fort Worth, T 2010
RICK’S Cabaret DFW, Fort Worth, T 2011
Downtown Cabaret, Minneapolis, M 2011
RICK'S Cabaret, Indianapolis, | 2011
Temptations, Aledo, T’ 2011
Silver City Cabaret, Dallas, T 2012
Jaguars Club, Odessa, ° 2012
Jaguars Club, Phoenix, £ 2012
Jaguars Club, Lubbock, T 2012
Jaguars Club, Longview, T 2012
Jaguars Club, Tye, T 2012
Jaguars Club, Edinburg, T 2012
Jaguars Club, El Paso, 1 2012
Jaguars Club, Harlingen, T 2012
Rick’s Cabaret, Lubbock, T 2012
Jaguar's Club, Beaumont, 1 2012
Vee Lounge, Fort Worth, T. 2013
Bombshells, Dallas, T. 2013
Temptations, Sulphur, L, 2013
Temptations, Beaumont, T 2013
Bombshells, Webster, T 2013
The Black Orchid, Dallas, T. 2013
Vivid Cabaret, New York, NY 2014
Bombshells, Austin, T> 2014
RICK’S Cabaret, Odessa, 1 2014
Bombshells, Spring T’ 2014

Bombshells, Fuqua (Housto 2014



Union Square, Fort Worth, T

Bombshells, Willowbrook (Houston) (.

Down in Texas Saloon, Austin TX (

(1) To be opened in fall 2015.
(2) Acquired in January 2015.
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As noted above, we have the following nightclubstaurant under contract as of March 31, 2015:
« Bombshells Willowbrook to be opened in fall 2015.

Our website address is www.rcihospitality.com. obritten request, we make available free of chargr Annual Report on Form 1Q-
Quarterly Reports on Form 10-Q, Current Report$~orm 8K, and all amendments to those reports as sooraa®mably practicable af
such material is electronically filed with the SE@der the Securities Exchange Act of 1934, as astkridformation contained in the web
shall not be construed as part of this Form 10-Q.

CRITICAL ACCOUNTING POLICIES

Managemens discussion and analysis of financial conditiod agsults of operations are based upon our corastidfinancial statemen
which have been prepared in accordance with gépaaetepted accounting principles of the Unitedt&taof America (“GAAP"). GAAP
consists of a set of standards issued by the FA®Bother authoritative bodies in the form of FASBt8ments, Interpretations, FASB S
Positions, Emerging Issues Task Force consensuskémerican Institute of Certified Public AccountsuStatements of Position, ami
others. The Company has updated references to GiAARiIs Form 109 to reflect the guidance in the ASC. The prepamnadf thes
consolidated financial statements requires our m@mant to make estimates and assumptions thatt dffeceported amounts of ass
liabilities, revenues and expenses, and relatedadisre of contingent assets and liabilities. Qegular basis, we evaluate these estir
including investment impairment. These estimatesbased on managemenkiistorical industry experience and on variougo#ssumptior
that are believed to be reasonable under the cBtamoes. Actual results may differ from thesenessies.

Property and Equipment

Property and equipment are stated at cost. Provsior depreciation and amortization are made ustrajghtline rates over the estima
useful lives of the related assets and the shofteseful lives or terms of the applicable leaswsléasehold improvements. Buildings h
estimated useful lives ranging from 29 to 40 yeBtsniture, equipment and leasehold improvemenis keatimated useful lives between
and 40 years. Expenditures for major renewals agitetmments that extend the useful lives are capéichl Expenditures for norn
maintenance and repairs are expensed as incuiinedcobt of assets sold or abandoned and the relatednulated depreciation are elimin:
from the accounts and any gains or losses are ettavg credited in the accompanying consolidatetbistant of income of the respect
period.

Goodwill and Intangible Assets

GAAP addresses the accounting for goodwill and rothangible assets. Goodwill and intangible asséth indefinite lives are no long
amortized, but reviewed on an annual basis for immnt. Definite lived intangible assets are anzexdi on a straightne basis over the
estimated lives. Fully amortized assets are writt# against accumulated amortization.

Impairment of LoneLived Assets

In accordance with GAAP, lonlired assets, such as property, plant, and equipraed purchased intangible assets subject to aatoh
are reviewed for impairment whenever events or ghanin circumstances indicate that the carrying mh@f an asset may not
recoverable. Recoverability of assets to be heldl ased is measured by a comparison of the carrgingunt of an asset to estime
undiscounted future cash flows expected to be géeaiby the asset. If the carrying amount of aptaseceeds its estimated future cash fl
an impairment charge is recognized by the amoumwltigh the carrying amount of the asset exceedé$aiheralue of the asset. Assets tc
disposed of would be separately presented in tlnba sheet and reported at the lower of the cagrgmount or fair value less costs to
and are no longer depreciated. The assets anditiembdf a disposal group classified as held falesvould be presented separately ir
appropriate asset and liability sections of thebe¢ sheet.

Goodwill and intangible assets that have indefiniseful lives are tested annually for impairmenmtd are tested for impairment m
frequently if events and circumstances indicat¢ tia asset might be impaired in accordance withtABA An impairment loss is recogni:
to the extent that the carrying amount exceedsilet’s fair value.

For goodwill, the impairment determination is madehe reporting unit level. The implied fair valoBgoodwill is determined by allocati

the fair value of the reporting unit in a mannenitar to a purchase price allocation. The residailvalue after this allocation is the impl
fair value of the reporting unit goodwill.
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Fair Value of Financial Instruments

The Company calculates the fair value of its assetd liabilities which qualify as financial instremts and includes this additio
information in the notes to consolidated financ#tements when the fair value is different tham tarrying value of these financ
instruments. The estimated fair value of accoueteivable, accounts payable and accrued liabilgzoximate their carrying amounts
to the relatively short maturity of these instruntseThe carrying value of short and lotegm debt also approximates fair value since
instruments bear market rates of interest. Norteade instruments are held for trading purposes.

Revenue Recognition

The Company recognizes revenue from the sale ohalic beverages, food and merchandise, other tmgand services at the pointsatie
upon receipt of cash, check, or credit card charge.

The Company recognizes Internet revenue from myprahbscriptions to its online entertainment sitégem notification of a new or existi
subscription and its related fee are received filoethird party hosting company or from the crexditd company, usually two to three d
after the transaction has occurred. The monthlyigeeot refundable. The Company recognizes Inteanetion revenue when paymen
received from the credit card as revenues are emnéd estimable nor collection deemed probable frithat point.

Revenues from the sale of magazines and advertisingent are recognized when the issue is publighedshipped. Revenues and exte
expenses related to the Company’s annual Expo odioveare recognized upon the completion of theveation in August.

Income Taxes

Deferred income taxes are determined using thditiaimethod in accordance with GAAP. Deferred @ssets and liabilities are recogni
for the future tax consequences attributable tiedifices between the financial statement carryimguats of existing assets and liabilities
their respective tax bases. Deferred tax assetdiabilities are measured using enacted tax ratpeated to apply to taxable income in
years in which those temporary differences are ew®geto be recovered or settled. The effect onroedgax assets and liabilities of a che
in tax rates is recognized in income in the pettoat includes the enactment date. In addition,laat@mn allowance is established to rec
any deferred tax asset for which it is determired it is more likely than not that some portiortied deferred tax asset will not be realized.

GAAP creates a single model to address accountingificertainty in tax positions by prescribing animum recognition threshold a 1
position is required to meet before being recoghiirethe financial statements. FASB ASC 740 alsovigles guidance on derecogniti
measurement, classification, interest and penaléiesounting in interim periods, disclosure andahgion. There are no unrecognized
benefits to disclose in the notes to the consadifinancial statements.

StockBased Compensation

The compensation cost recognized for the six moattded March 31, 2015 and 2014 was $240,024 (festricted stock) and $150,¢
(from options), respectively. There were no stoplians exercises for the six months ended Marct2815 There were 100,000 stock opti
exercised during the quarter ended March 31, 28dgregating $843,600.

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED MA RCH 31, 2015 AS COMPARED TO THE THREE
MONTHS ENDED MARCH 31, 2014

For the three months ended March 31, 2015, we badatidated total revenues of $37.4 million comgdaie consolidated total revenues
$32.9 million for the three months ended March A114, an increase of $4.5 million or 13.8%. Theease in total revenues was prims
attributable to clubs acquired or opened duringldisé year with a 2.1% increase in same-store salaal revenues for same-location-same-
period of club operations increased to $29.1 nmillior the three months ended March 31, 2015 froB3illion for the same period enc
March 31, 2014. This increase is principally duéntreases at many clubs, offset by severe wingatier in 2015, especially in Dallas/F
Worth in March, where we have eleven units.
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Following is a comparison of the Compasiyicome statement for the quarters ended MarcB@I5 and 2014 with percentages compar
total revenue:

(in thousands 2015 % 2014 %

Sales of alcoholic beverag $ 15,57¢ 41.6% $ 12,98t 39.5%
Sales of food and merchand 5,241 14.(% 3,97¢ 12.1%
Service Revenue 14,55¢ 38.5% 14,34; 43.6%
Other 2,034 5.4% 1,55¢ 4.7%

Total Revenue 37,41( 100.(% 32,87( 100.(%
Cost of Goods Sol 5,381 14./% 4,041 12.5%
Salaries & Wage 8,11t 21.1% 6,854 20.9%
Stoclk-based Compensatic 12C 0.2% 151 0.5%
Taxes and permil 5,70¢ 15.2% 5,14z 15.€%
Charge card fee 544 1.5% 44¢ 1.4%
Rent 1,18¢ 3.2% 1,15¢ 3.5%
Legal & professiona 1,064 2.5% 42€ 1.3%
Advertising and marketin 1,31z 3.5% 1,40¢ 4.3%
Insurance 801 2.1% 972 3.C%
Utilities 70¢ 1.€% 64€ 2.C%
Depreciation and amortizatic 1,88¢ 5.C% 1,51z 4.€%
Gain on sale of proper (18) 0.C% (86) -0.3%
Impairment of asse - 0.C% - 0.C%
Settlement of lawsuits and other -time costs 10,30: 27.5% 15C 0.5%
Other 2,91 7.8% 2,591 7.8%
Total operating expenses 40,02¢ 107.(% 25,41 77.2%

Operating income (los! (2,61€) -7.C% 7,45¢ 22.1%
Interest incom 26 0.1% 35 0.1%
Interest expens (1,789 -4.8% (1,929 -5.9%
Gain from original investment in Drink Robust, Inc. - 0.C% - 0.C%
Income (loss) from continuing operations beformme taxes $ (4,377) -11.9%  $ 5,57( 16.%

Following is an explanation of significant variasda the above amounts.

Service revenues include cover charges, fees yaghtertainers, room rentals, memberships anddiesged for credit card processing. O
revenues include ATM commissions earned, video gaaral other vending and certain promotion feesgethto our entertainers. \
recognize revenue from other revenues and seraidie point-of-sale upon receipt of cash, checkredit card charge.

Cost of goods sold includes cost of alcoholic aod-zicoholic beverages, food, cigars and cigaretteschandise, media printing/binding
media postage. The cost of goods sold for the opdrations was 11.9% and 11.5% for the three maertded March 31, 2015 and 2C
respectively. The cost of goods sold for same-lonagameperiod of club operations for the three months dndarch 31, 2015 was 12.2
compared to 11.7% for the same period ended MakcB@BL4.

Payroll for same-location-sanperiod of club operations was $5.1 million for theee months ended March 31, 2015 and $4.7 miftorthe
same period in 2014. Management currently beligvasits labor and management staff levels arecpiate.

The increase in legal and professional expensarisipally due to the labor lawsuit in New York whiwas active and settled in 2015.

The decrease in insurance expense is principaiytala general liability insurance premium decréagke current fiscal year compared to
prior year. Also see Note 11 of Notes to ConsodiddEinancial Statements for more information remaydur former general liability insurer.

See Note 11 of Notes to Consolidated Financiak8tahts for an explanation of the settlement ofwesladt in 2015.
Income taxes (benefit), as a percentage of incdoss)(before taxes was 28.9% and 34.5% for thetepsaended March 31, 2015 and 2(

respectively. The decrease in 2015 is principallg tb the amount of the stoblased compensation, which is not deductible forptapose:
relative to the small amount of the pretax lossddition to the stock option disqualifying dispgasi in 2014 .
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Operating income (loss) (exclusive of corporaterbgad) for same-location-sarperiod of club operations was $(2.6) million and4
million for the quarters ended March 31, 2015 a@@4 respectively. The decrease is due to theepmtit of a lawsuit in 2015. Without
lawsuit settlement, operating income in the 20Xi5opewould have been $7.7 million.

Our “operating margin“the percentage of operating income to total revenwas (7.0) % and 22.7% for the quarters endediMat, 201
and 2014, respectively. Excluding the Settlemenawtuits, the 2015 operating margin would haventi#4%. The operating margins of
bar/restaurants are lower than our adult nightglabstributing to the slight decline in 2015.

RESULTS OF OPERATIONS FOR THE SIX MONTHS ENDED MARCH 31, 2015 AS COMPARED TO THE SIX MONTHS
ENDED MARCH 31, 2014

For the six months ended March 31, 2015, we haddalwlated total revenues of $73.9 million compat@donsolidated total revenues
$62.3 million for the six months ended March 31120an increase of $11.6 million or 18.6%. The éase in total revenues was prime
attributable to new club acquisitions and an inseeia total revenues for same-location-sgmaded of 3.0% for the six months ended M:
31, 2015 compared to the same period in 2014.imhisase is despite the severe winter weather15.20

Following is a comparison of the Compasyhcome statement for the six months ended Mat¢t2@15 and 2014 with percentages comg
to total revenue:

(in thousands 2015 % 2014 %

Sales of alcoholic beverag $ 30,81¢ 41.9% $ 24,674 39.6%
Sales of food and merchand 10,46¢ 14.2% 7,402 11.%%
Service Revenue 28,78 39.(% 27,071 43.5%
Other 3,83 5.2% 3,14( 5.C%

Total Revenue 73,897 100.% 62,29: 100.(%
Cost of Goods Sol 10,49: 14.2% 7,78¢ 12.5%
Salaries & Wage 16,147 21.9% 13,43 21.6%
Stoclk-based Compensatic 24C 0.2% 154 0.2%
Taxes and permil 11,10: 15.(% 9,557 15.2%
Charge card fee 1,091 1.5% 877 1.4%
Rent 2,32t 3.1% 2,38¢ 3.8%
Legal & professiona 2,02 2.7% 1,214 1.S%
Advertising and marketin 2,67¢ 3.6% 2,691 4.2%
Insurance 1,621 2.2% 1,771 2.8%
Utilities 1,44 2.C% 1,241 2.C%
Depreciation and amortizatic 3,531 4.8% 2,90¢ 4.7%
Gain on sale of proper (18) 0.C% (86) -0.1%
Impairment of asse 1,35¢ 1.8% - 0.C%
Settlement of lawsuits and other -time costs 10,55( 14.2% 27C 0.4%
Other 5,79( 7.8% 5,022 8.1%
Total operating expenses 70,37 95.2% 49,22( 79.(%

Operating incom 3,52¢ 4.8% 13,07: 21.(%
Interest incom 39 0.1% 112 0.2%
Interest expens (3,402) -4.€% (3,936 -6.3%
Gain from original investment in Drink Robust,
Inc. 577 0.8% - 0.C%
Income from continuing operations before incol
taxes $ 73¢ 1% $ 9,24¢ 14.8%

Following is an explanation of significant variasda the above amounts.

Service revenues include cover charges, fees yaghtertainers, room rentals, memberships anddiesged for credit card processing. O
revenues include ATM commissions earned, video gaarel other vending and certain promotion feesgethto our entertainers. \
recognize revenue from other revenues and seraidie point-of-sale upon receipt of cash, checkredit card charge.

Cost of goods sold includes cost of alcoholic and-@coholic beverages, food, cigars and cigaretteschandise, media printing/bindii
media postage and internet traffic purchases arinaster payouts. The cost of goods sold for thk cherations for the six months en
March 31, 2015 was 11.8% compared to 11.9% forstkenonths ended March 31, 2014. The cost of gawdld for same-location-same-
period of club operations for the six months enifteaich 31, 2015 was 12.3%, compared to 12.1% foséme period ended March 31, 2014.
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Payroll for same-location-sanperiod of club operations was $10.0 million for 8ie months ended March 31, 2015 and $9.5 millamtffie
same period in 2014. Management currently belidvasits labor and management staff levels areampiate.

The decrease in stoddased compensation is due to the stock optionedssuemployees and Board members in 2012 comypledsting ir
2013. The stock-based compensation for 2015 repiesaenortization of restricted stock issued toaiaremployees.

The increase in legal and professional expenserisipally due to the labor lawsuit in New York wehiwas active and settled in 2015.

The decrease in insurance expense is principadytala general liability insurance premium decréagke current fiscal year compared to
prior year. Also see Note 11 of Notes to ConsodiddEinancial Statements for more information remaydur former general liability insurer.

During the quarter ended December 31, 2014, werdedoan impairment of $1.4 million for the indefarlived intangible assets at ¢
Temptations Cabaret in Lubbock.

See Note 11 of Notes to Consolidated Financiak8tants for an explanation of the settlement ofwesldt in 2015.

Income tax expense, as a percentage of incomeebtdges was 78.7% and 35.0% for the six monthsceiirch 31, 2015 and 20:
respectively. The higher rate in 2015 is principalue to the amount of the stobksed compensation, which is not deductible fo
purposes, relative to the small amount of the grizteome, in addition to the stock option disquaiify disposition in 2014.

Operating income (exclusive of corporate overhdad)same-location-samgeriod of club operations decreased to $8.3 milfianthe si;
months ended March 31, 2015 from $17.6 milliondame period ended March 31, 2014. The 2015 peraxiaffected by the accrual of
New York lawsuit settlement amounting to $10.3 imill Without the lawsuit settlement, operating imenin the 2015 period would he
been $18.9 million.

Our “operating margin“the percentage of operating income to total revenwas 4.8% and 21.0% for the six months ended iMatg 201!
and 2014, respectively. The decrease is due tedtilement of lawsuit in 2015. Without the lawssgttlement, operating margin in the 2
period would have been 18.7%.

See Note 9 of Notes to Consolidated Financial Btates for an explanation of the gain from origimakestment in Drink Robust, Inc.
SEGMENT INFORMATION

The Company is engaged in adult nightclubs and Bbrmlis Restaurants and Bars. The Company has fiddnsuch segments based
management responsibility and the nature of the gamyis products, services and costs. There are no mjimctions in geographical ar¢

served as all operations are in the United States.Company measures segment profit (loss) as ie¢twses) from operations.

Below is the financial information related to therffpany’s segments:

Three Months Ende Six Months Ende:
March 31, March 31,
2015 2014 2015 2014

Business segment sal
Night clubs $ 31,93 $ 31,19¢ $ 62,998 $ 59,55(
Bombshells 4,81z 1,37¢ 9,721 2,08:
Other 664 29t 1,181 66C

$ 37,41 $ 32,87C $ 73,897 $ 62,29!
Business segment operating income (Ic
Night clubs $ 114 % 9,642  $ 8,671 $ 17,61¢
Bombshells 571 (12 1,111 (317)
Other (797) (87) (1,349 (257)
General corporate (2,504 (2,086 (4,919 (3,979

$ (2,610 $ 7,45¢  $ 352¢ % 13,07¢
Business segment capital expenditu
Night clubs $ 71C % 81 $ 67t $ 4,36¢
Bombshells 67€ 1,73t 1,55: 3,151
Other 43C - 444 -
General Corporate 91 37 197 682

$ 190 $ 2,58 $ 2,86¢ $ 8,19¢




Business segment depreciation and amortiza

Night clubs $ 763 84¢ 1,58¢ 1,64¢
Bombshells 221 41 274 53
Other 30& 4 51C 10
General corporate 597 62C 1,163 1,19t

$ 1,88¢ 1,61% 3,531 2,90¢
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We had only one Bombshells open as of Decembe2@®113. As of December 31, 2014, we had five Bomlistoglen and one more schedi
to open in the Spring of 2015. Therefore, the Bdmelis brand was immature as of December 31, 2083nas beginning to mature int
profitable segment by March 31, 2015.

Nightclubs operating income above is reduced by 3iflllion settlement of lawsuits and «time costs for the three and six months el
March 31, 2015.

Non-GAAP Financial Measures

In addition to our financial information preseniadaccordance with GAAP, management uses certain-®@AAP financial measurestithin
the meaning of the SEC Regulation G, to clarify antlance understanding of past performance anggetssfor the future. Generally, a non-
GAAP financial measure is a numerical measure obmpanys operating performance, financial position or céstvs that excludes
includes amounts that are included in or excludethfthe most directly comparable measure calculatet presented in accordance 1
GAAP. We monitor norGAAP financial measures because it describes tkeatipg performance of the company and helps manegean
investors gauge our ability to generate cash flaweJuding some recurring charges that are includede most directly comparable meas!
calculated and presented in accordance with GAAFatiRe to each of the nadBAAP financial measures, we further set forth ationale a
follows:

Non-GAAP Operating Income and Non-GAAP Operating Margin. We exclude from non-GAAP operating income and @#&AP operatini
margin amortization of intangibles, patron taxeme-ppening costs, gains and losses from asset, satekbased compensation charg
litigation and other on&me legal settlements, gain on contractual detticton and acquisition costs. We believe thatkiolg these iten
assists investors in evaluating period-ogeriod changes in our operating income and operatiargin without the impact of items that
not a result of our day-to-day business and opmrsti

Non-GAAP Net Income and Non-GAAP Net Income per Basic Share and per Diluted Share . We exclude from non-GAAP net income and non-
GAAP net income per diluted share and per basicesheortization of intangibles, patron taxes, gpening costs, income tax expel
impairment charges, gains and losses from asses,ssidock-based compensation, litigation and otimedtime legal settlements, gain
contractual debt reduction and acquisition cogtsl, iaclude the Non-GAAP provision for income taxealculated as the teeffect at 359
effective tax rate of the pre-tax non-GAAP incomefdoe taxes less stodlased compensation, because we believe that emgludicl
measures helps management and investors bettenstanttb our operating activities.

Adjusted EBITDA . We exclude from earnings before interest, taxdepreciation and amortization (EBITDA) depreciatierpenst
amortization of intangibles, income tax, interespense, interest income, gains and losses front aakss, acquisition costs, litigation i
other onetime legal settlements, gain on contractual dethticBon and impairment charges because we belleateadjusting for such iter
helps management and investors better understaedatoyy activities. Adjusted EBITDA provides a cooperational performan
measurement that compares results without the teeedjust for Federal, state and local taxes whiate considerable variation betw
domestic jurisdictions. Also, we exclude interess$t in our calculation of Adjusted EBITDA. The uéis are, therefore, without considera
of financing alternatives of capital employed. Wee Adjusted EBITDA as one guideline to assess olaveraged performance return on
investments. Adjusted EBITDA is also the targetdienark for our acquisitions of nightclubs.
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The following tables present our nGAAP measures for the periods ended March 31, 24db 2014 (in thousands, except per <
amounts):

For the Three Month For the Six Month:
Ended March 31 Ended March 31
(in thousands) 2015 2014 2015 2014
Reconciliation of GAAP net income tc
Adjusted EBITDA
GAAP net income (loss $ (2,84) $ 372: % 51¢ $ 6,12¢
Income tax expens (1,265 1,92 362 3,24¢
Interest expense and income and gain on Drink Robus
investmen 1,78 1,92« 3,40z 3,93¢
Litigation and other or-time legal settlemen 10,30: 15C 10,55( 27C
Preopening cosl 26€ - 32¢ -
Acquisition costt 95 - 17¢ -
Impairment of asse - - 1,35¢ -
Depreciation and amortization 1,88¢ 1,51: 3,531 2,90¢
Adjusted EBITDA $ 10,22¢  $ 9231 $ 20,22t  $ 16,48:
Reconcilation of GAAP net income (loss) t
non-GAAP net income
GAAP net income (loss $ (2,84) $ 372: % 51¢ $ 6,12¢
Patron tay 80¢ 86¢ 1,567 1,60¢
Amortization of intangible: 33€ 82 57¢ 171
Gain on Drink Robust investme (577) -
Stoclk-based compensatic 12C 151 24C 154
Litigation and other or-time settlement 10,30: 15C 10,55( 27C
Pre-opening cost 26¢ 122 32¢ 41¢
Income tax expens (1,265 1,92 362 3,24¢
Acquisition costt 95 18 17¢ 18
Impairment of asse’ - - 1,35¢ -
Non-GAAP provision for income taxes (2,695 (2,409 (5,207) (4,149
Non-GAAP net income $ 512¢  $ 462 $ 9,90: $ 7,851
Reconciliation of GAAP diluted net income
per share to non-GAAP diluted net income per share
Fully diluted shares 10,27¢ 10,85: 10,27: 10,76:
GAAP net income $ (0.2¢) % 0.37 $ 0.0t $ 0.62
Patron tay 0.0¢ 0.0¢ 0.1t 0.1t
Amortization of intangible: 0.0z 0.01 0.0¢ 0.0z
Gain on Drink Robust investme - - (0.0¢) -
Stoclk-based compensatic 0.01 0.01 0.0z 0.01
Litigation and other or-time settlement 1.0C 0.01 1.02 0.0z
Pre-opening cost 0.0z 0.01 0.0: 0.0¢
Income tax expens (0.12) 0.1¢ 0.0¢ 0.3C
Acquisition costs 0.01 0.0C 0.0z 0.0c
Impairment of asse - - 0.1z -
Non-GAAP provision for income taxes (0.26) (0.29) (0.5 (0.39
Non-GAAP diluted net income per share $ 0.5C $ 0.4~ $ 0.9¢ $ 0.7¢€
Reconciliation of GAAP operating income tc
non-GAAP operating income
GAAP operating income (los $ (2,61¢) $ 7,45¢ $ 3,52¢ $ 13,07
Patron tay 80¢ 86¢ 1,567 1,60¢
Amortization of intangible: 33€ 82 57¢ 171
Stoclk-based compensatic 12C 151 24C 154
Impairment of asse
Litigation and other or-time settlement 10,30z 15C 10,55( 27C
Pre-opening cost 26€ 122 32¢ 41¢€

Acquisition costs 95 18 17¢ 18




Non-GAAP operating income $ 9,311 $ 8,84¢ % 16,96¢ $ 15,70"

Reconciliation of GAAP operating margin to
non-GAAP operating margin

GAAP operating incom -7.0% 22.1% 4.£% 21.(%
Patron tay 2.2% 2.€% 2.1% 2.%
Amortization of intangible: 0.9% 0.2% 0.8% 0.2%
Stoclk-based compensatic 0.3% 0.5% 0.2% 0.2%
Impairment of asse 0.0% 0.C% 0.C% 0.C%
Litigation and other or-time settlement 27.5% 0.5% 14.2% 0.4%
Pre-opening cost 0.7% 0.4% 0.4% 0.7%
Acquisition costs 0.3% 0.1% 0.2% 0.C%
Non-GAAP operating margin 24.% 26.€% 23.(% 25.2%
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LIQUIDITY AND CAPITAL RESOURCES

We believe our ability to generate cash from opegasctivities is one of our fundamental financsdengths. Refer to the heading "C
Flows from Operating Activities" below. The nearm outlook for our business remains strong, aedewpect to generate substantial |
flows from operations in 2015. As a result of oupected cash flows from operations, we have siggnifi flexibility to meet our financi
commitments. The Company has not recently raispitatdhrough the issuance of equity securitiestdad, we use debt financing to lo
our overall cost of capital and increase our retinrshareowners' equity. Refer to the heading "Géshs from Financing Activities" belo
We have a history of borrowing funds in privatensactions and from sellers in acquisition transastiand continue to have the abilit
borrow funds at reasonable interest rates in traatmar. We have historically utilized these castvéldo invest in property and equipment
adult nightclubs. Refer to the heading “Cash Flfnem Investing Activities” below.

As of March 31, 2015, excluding the patron tax ilish we had working capital of $1.4 million comyeal to working capital deficit
$357,000 as of September 30, 2014. As much ofctlmieent portion of debt is convertible debt, iGisticipated that it will be redeemed w
common shares. Because of the large volume ofwadmandle, stringent cash controls have been imgrésd. At March 31, 2015, our ci
and cash equivalents were $13.7 million comparekiL0 million at September 30, 2014.

Our depreciation for the quarter ended March 31, 20&5 $1.5 million compared to $1.4 million for theagier ended March 31, 2014. (
amortization for the quarter ended March 31, 2045 $335,000 compared to $82,000 for the quartezcehirch 31, 2014.

Sources and Use of Funds
Cash flows from operating activities are genertily result of net income adjusted for depreciatiod amortization expenses, deferred t:

(increases) decreases in accounts receivable, tovies and prepaid expenses and increases (degyaasaccounts payable and acci
liabilities. See a summary of these activities belo
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Cash flows used in investing activities generadiffect payments relating to acquisitions of buséess property and equipment and marke
securities. See a summary of these activities helow

Cash flows from financing activities generally e=fl proceeds from issuance of shares and temg-debt, and payments on debt anc
options and purchase of treasury stock. See a synohthese activities below.

Cash Flows from Operating Activities

Following are our summarized cash flows from oppgaactivities:

(In thousands) Six Months Ended March 3
2015 2014

Net income $ 157 $ 6,00/
Depreciation and amortizatic 3,531 2,90¢
Deferred taxe 1,461 734
Stock compensation exper 24C 154
Change in operating assets and liabili 6,921 1,771
Impairment of asse 1,35¢ -
Gain from original investment in Drink Robt (577) -
Other 22 28

$ 13,11¢ $ 11,59%

Cash Flows from Investing Activities

(In thousands) Six Months Ended March 3
2015 2014
Additions to property and equipme $ (2,869 $ (8,19¢)
Acquisition of development rights in New York buiid (5,325
Additions of businesses, net of cash acquired (1,244 (500
$ (4,119 % (14,029

Following is a reconciliation of our additions tooperty and equipment for the six months ended Na&d; 2015 and 2014:

(in thousands) Six Months Ended March 3
2015 2014

Acquisition of real estat $ 4,14¢ % 1,971
Purchase of aircraft and upgrac -

Capital expenditures funded by d (3,679 (4,34¢)
New capital expenditure in new clubs and purchdséroraft 1,91¢ 9,88:
Maintenance capital expenditures 47¢ 68€
Total capital expenditures in consolidated statérménash flows $ 2,86¢ $ 8,19¢

Cash Flows from Financing Activities

(In thousands) Six Months Ended March 3
2015 2014

Proceeds from lor-term debt $ 4,95¢ $ 7,028
Payments on lor-term debt (8,239 (4,335
Exercise of stock optior - 844
Purchase of treasury sto (1,92%) -
Distribution of minority interests (10€) (10¢)

$ (5,309 $ 3,42¢

The following table presents a summary of our dasks from operating, investing, and financing sitigs:

(In thousands) Six Months Ended March 3
2015 2014
Operating activitie! $ 13,11¢ % 11,59%
Investing activities (4,11 (14,027
Financing activities (5,309) 3,42¢

Net increase (decrease) in ci $ 3,697 $ 1,00(
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The following table presents a summary of suchcaidirs for the six months ended March 31:

Increase
2015 (Decrease 2014

Sales of alcoholic beverag $ 30,81 24.% $ 24,67«
Sales of food and merchand 10,46¢ 41.2% 7,402
Service Revenue 28,78 6.2% 27,071
Other 3,83 22.1% 3,14(

Total Revenues $ 73,89; 18.6% ¢ 62,29
Net cash provided by operating activit 13,11¢ 13.1% 11,597
Adjusted EBITDA* 20,22¢ 22. 1% 16,48:
Long-term debt 71,54 2.C% 70,35

* See definition of adjusted EBITDA above under &Resof Operations.

We have not established lines of credit or finagather than the above mentioned notes payableoanexisting debt. There can be
assurance that we will be able to obtain additidimaincing on reasonable terms in the future, dlatshould the need arise.

Share repurchase

On September 29, 2008, our Board of Directors aizbd us to repurchase up to $5 million worth of oammon stock in the open marl
As of April 2013, we completed the repurchase b$almillion in stock authorized under this plam @pril 25, 2013, our Board of Directc
authorized us to repurchase up to an additionalmfiBon worth of our common stock in the open madrke in privately negotiate
transactions. During May 2014, our Board of Direstmcreased the repurchase authorization to $1®miDuring the quarter ended Mal
31, 2015, we purchased 82,811 shares of commok sBtdbe open market for an aggregate cost of $84D,Under the Board's authority,
have $7.0 million remaining to purchase additisferes as of March 31, 2015.

Other Liguidity and Capital Resources

We have not established lines of credit or finagather than the notes payable and our existing. délere can be no assurance that we
be able to obtain additional financing on reasomaims in the future, if at all, should the neadea

We believe that the adult entertainment industandard of treating entertainers as independentaxiots provides us with safe har
protection to preclude payroll tax assessment ffir [years. We have prepared plans that we beliglrgrotect our profitability in the eve
that sexually oriented business industry is reguiineall states to convert dancers who are nowgaddent contractors into employees.

The sexually oriented business industry is highdynpetitive with respect to price, service and lmegtas well as the professionalism of
entertainment. Although management believes thaaneevellpositioned to compete successfully in the futunere can be no assurance
we will be able to maintain our high level of namneeognition and prestige within the marketplace.

IMPACT OF INFLATION

We have not experienced a material overall impawrnfinflation in our operations during the pastesaV years. To the extent permittec
competition, we have managed to recover increassts ¢hrough price increases and may continue tsoddHowever, there can be
assurance that we will be able to do so in theréutu

SEASONALITY

Our nightclub operations are affected by seasawbfs. Historically, we have experienced reduaxemues from April through Septem

with the strongest operating results occurringmyu®ctober through March.
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GROWTH STRATEGY

We believe that our nightclub operations can camito grow organically and through careful entrpimarkets and demographic segm
with high growth potential. Our growth strategy (&) to open new clubs after market analysis,dl@dguire existing clubs in locations that
consistent with our growth and income targets ahétkwvappear receptive to the upscale club formwtahave developed, (c) to form jc
ventures or partnerships to reduce stig@rtand operating costs, with us contributing eqintyhe form of our brand nhame and manage
expertise, (d) to develop new club concepts that@msistent with our management and marketindsski) to develop and open !
restaurant concepts as our capital and manpowaw,adind/or (f) to control the real estate in conioecwith club operations, although so
clubs may be in leased premises.

During fiscal 2012, we acquired eleven existinghtifub operations and two other licensed locationder development for a total cos
approximately $35.4 million, including real propeuf approximately $7.6 million. These acquisitionere funded primarily with cash
approximately $4.9 million, debt of $22 million amelal property debt of approximately $9.0 milliothese nightclub operations had t
revenues of approximately $18.5 million and $4.8iam and net income before taxes of approxima&?y9 million and $620,000 for fisc
years 2014 and 2013, respectively. These amount®timclude the acquisition of approximately $1fillion of real estate relating to t
Jaguars acquisition which was closed on OctobeQ82.

During fiscal 2013, in addition to the real estatelained in the previous paragraph, we have aeduamn existing licensed location
$3,000,000 ($1.5 million in cash and the balancermissory notes). This location was remodeled gmehed in January 2014. We
acquired the remaining 50% of an unopened clul$8&3,000 of common stock in May 2013. We also aeguanother club for $300,00C
cash. We previously had acquired the real estathi®location.

In October 2013, the Company purchased 49 perdeatoorporation that operates the Dallas club “PHTatinum” and also acquired t
building and personal property. Total cost of tresaction was $500,000. During fiscal 2013,ddition to the real estate explained in
previous paragraph, we have acquired an existaggndied location for $3,000,000 ($1.5 million infcasid the balance in promissory nof
This location was being remodeled and opened ir820e also acquired the remaining 50% of an unopehg for $863,000 of comm
stock in May 2013. We also acquired another clut$®00,000 in cash. We previously had acquiredr¢ia¢ estate for this location. We &
opened two bar/restaurants in 2013.

During fiscal 2014, we acquired 49% of an adult¢lincluding the building in which it operates, #%500,000. We also opened two
bar/restaurants in fiscal 2014 and opened anathidovember 2014.

On October 30, 2014, a 51% owned subsidiary ofGbmpany (“Robustacquired certain assets and liabilities of Robustrgy LLC fo
$200,000 in cash and 200,000 shares of its comruak $or a total purchase price of $5.0 million.eT@Bompany has also agreed to i
50,000 shares of RCIHH common stock to the twogpals of Robust Energy LLC if Robust has net ineowfi at least $1 million during t
2015 calendar year. Robust is an energy drinkildigor, targeting the on premises bar and mixerketar

On January 13, 2015 a Company subsidiary purchBsedh in Texas Saloon gentlemsrclub in an Austin, Texas suburb. As part of
transaction, another subsidiary also purchasedlthes real estate. Total consideration of $6.8 milloamsisted of $3.5 million for the cl
business and $3.3 million for its 3.5 acres of esthte. Payment was in the form of $1 million @stt and $1.4 million in seller financing
6% annual interest, with the balance provided bymercial bank financing at a variable interest edaal to the prime rate plus 2%, bt
no event less than 6.5%.

Principally during 2014 and 2015, we have opened BBombshells and we have another unit under agctgin at this time. We a
considering other locations to add to our Bombshdillision.

We continue to evaluate opportunities to acquing ngyhtclubs and anticipate acquiring new locatitrat fit our business model as we
done in the past. The acquisition of additionabslwill require us to obtain additional debt ormiasce of our common stock, or both. Ti
can be no assurance that we will be able to oladditional financing on reasonable terms in thertif at all, should the need arise.
inability to obtain such additional financing codldve an adverse effect on our growth strategy.

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk.

As of March 31, 2015, there were no material charigehe information provided in Item 7A of the Qmany’s Annual Report on Form 10-
for fiscal year ended September 30, 2014.
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Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participatiorthef Company’s senior management, including the g2omw's chief executive officer ai
chief financial officer, the Company conducted amaleation of the effectiveness of the design andrafion of the Compang’disclosur
controls and procedures, as defined in Rules 18a)yHhd 15d-15(e) under the Securities ExchangeoAt034, as amended (thEXchang
Act”), as of the end of the period covered by thigrterly report (the “Evaluation Date”). Based this evaluation, the Comparsychie
executive officer and chief financial officer conded as of the Evaluation Date that the Compadisclosure controls and procedures
effective such that the information relating to thempany, including consolidated subsidiaries, meguto be disclosed in the Compasy’
Securities and Exchange Commission (“SEf@ports (i) is recorded, processed, summarizedgmatted within the time periods specifie
SEC rules and forms, and (ii) is accumulated andmanicated to the Company’s management, includirgGompanys chief executiv
officer and chief financial officer, as appropriaeallow timely decisions regarding required distire.

Changesin Internal Control Over Financial Reporting

There have been no changes in the Compaimgernal control over financial reporting thatomed during the quarter ended March 31, :
that have materially affected or are reasonabBbfyilto materially affect the Company’s internal tohover financial reporting.

PART Il—OTHER INFORMATION
Item 1. Legal Proceedings.

See “Legal Matters'under Note 11 of Notes to Consolidated Financiate®hents above, which information is incorporatedeim by
reference.

Iltem 1A. Risk Factors.

In addition to the other information set forth inist report, you should carefully consider the festdiscussed in Part |Jttm 1A. Risl
Factors” in the Company’s Annual Report on FormKLr the year ended September 30, 2014, as swthrfacould materially affect t
Companys business, financial condition or future resuhighe three months ended March 31, 2015, there wematerial changes to the
factors disclosed in the Company’s 2014 Annual Repo Form 10-K. The risks described in the Annaport on Form 16 are not th
only risks the Company faces. Additional risks amtertainties not currently known to the Companythat the Company deems to
immaterial, also may have a material adverse impat¢he Company’s business, financial conditionesults of operations.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On September 29, 2008, our Board of Directors aizbd us to repurchase up to $5 million worth of oammon stock in the open marl
As of April 2013, we completed the repurchase b$almillion in stock authorized under this plam @pril 25, 2013, our Board of Directc
authorized us to repurchase up to an additionalmfiBon worth of our common stock in the open madrke in privately negotiate
transactions. During May 2014, our Board of Direstmcreased the repurchase authorization to $1®miDuring the quarter ended Mal
31, 2015, we purchased 82,811 shares of commok stdbe open market for an aggregate cost of $84D,Under the Board's authority,
have $7.0 million remaining to purchase additisferes as of March 31, 2015.

Following is a summary of our purchases by month:

(in thousands, except per share data)

Period: €)) (b) (c) (d)
Maximum
Total Number (ot
Number of Approximate
Shares (0 Dollar Value)
Units) of Shares (o
Purchased ¢ Units) that
Part of May Yet be
Total Numbel Publicly Purchase!
of Shares (o Average Announcec Under the
Units) Price Paic Plans ol Plans ol
Month Ending Purchase! per Share (2 Programs(1 Programs
Jar-15 40 $ 9.94 40 $ 7,724
Fet-15 12 % 9.8t 12 % 7,712
Mar-15 31 % 10.5¢ 31 % 7,681
Total for the three months ended March 31, 2 83 % 10.1¢ 83 7,681



(1) All shares were purchased pursuant to the repueghlas approved in May 2014, as described ak
(2) Prices include any commissions and transactiorsc
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Item 6. Exhibits.

Exhibit 31.1 — Certification of Chief Executive @fér of RCI Hospitality Holdings, Inc. required Rule 13a — 14(1) or Rule 15d14(a) o
the Securities Exchange Act of 1934, as adoptesiuaunt to Section 302 of the Sarbanes-Oxley AcD6R2

Exhibit 31.2 — Certification of Chief Financial @fér of RCI Hospitality Holdings, Inc. required Rule 13a — 14(1) or Rule 15d14(a) o
the Securities Exchange Act of 1934, as adoptesiyamt to Section 302 of the Sarbanes-Oxley AcD622

Exhibit 32.1 --Certification of Chief Executive Officer and ChiEinancial Officer of RCI Hospitality Holdings, Inpursuant to Section 9
of the Sarbanes-Oxley Act of 2002 and Section X838 U.S.C. 63.

101.INS XBRL Instance Documen

101.SCH XBRL Taxonomy Schem:

101.CAL XBRL Taxonomy Extension Calculation Linkba:
101.DEF XBRL Taxonomy Extension Definition Linkbas
101.LAB XBRL Taxonomy Extension Label Linkbas
101.PRE XBRL Taxonomy Extension Presentation Linkbe

28




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

RCI HOSPITALITY HOLDINGS, INC.

Date: May 11, 2015 By: /s/ Eric S. Langa
Eric S. Langat
Chief Executive Officer and Preside

Date: May 11, 2015 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal Accounti
Officer
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Eric S. Langan, Chief Executive Officer and Rdeat of RCI Hospitality Holdings, Inc., certifyah
1. | have reviewed this quarterly report on Forn-Q of RCI Hospitality Holdings, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements$,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the issuer as of, and fier periods presented in this rep:

4, The issues other certifying officer and | are responsible éstablishing and maintaining disclosure contantsl procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the issuer and hay

(a) Designed such disclosure controls and procedurecaused such disclosure controls and procedarée designed under |
supervision, to ensure that material informatidatieg to the issuer, including its consolidatetbsidiaries, is made known to us
others within those entities, particularly duritg tperiod in which this report is being prepal

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial reporting to be design
under my supervision, to provide reasonable assaraggarding the reliability of financial reportiagd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the issuerdalsire controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and promes] as of the end of the period covered by #ypont based on such evaluati
and

(d) Disclosed in this report any change in the @ssuinternal control over financial reporting tlwatturred during the issuer's m
recent fiscal year that has materially affectedisareasonably likely to materially affect, theuess internal control over financ
reporting; anc

5. The issues other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @dntver financia
reporting, to the issuer's independent registerdalipaccounting firm and the audit committee of thsuer's board of directors
persons performing the equivalent functiot

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which a
reasonably likely to adversely affect the issuaility to record, process, summarize and repagrfcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a smnifrole in the issue
internal control over financial reportin

Date: May 11, 2015 By: /s/ Eric S. Langal
Eric S. Langat
Chief Executive Officer and Preside




EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
[, Phillip K. Marshall, Chief Financial Officer ®CI Hospitality Holdings, Inc., certify ths
1. | have reviewed this quarterly report on Forn-Q of RCI Hospitality Holdings, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omittde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements$,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the issuer as of, and fier periods presented in this rep:

4, The issues other certifying officer and | are responsible éstablishing and maintaining disclosure contantsl procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the issuer and hay

(a) Designed such disclosure controls and procedurecaused such disclosure controls and procedarée designed under |
supervision, to ensure that material informatidatieg to the issuer, including its consolidatetbsidiaries, is made known to us
others within those entities, particularly duritg tperiod in which this report is being prepal

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial reporting to be design
under my supervision, to provide reasonable assaraggarding the reliability of financial reportiagd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the issuerdalsire controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and promes] as of the end of the period covered by #ypont based on such evaluati
and

(d) Disclosed in this report any change in the @ssuinternal control over financial reporting tlwatturred during the issuer's m
recent fiscal year that has materially affectedisareasonably likely to materially affect, theuess internal control over financ
reporting; anc

5. The issues other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @dntver financia
reporting, to the issuer's independent registerdalipaccounting firm and the audit committee of thsuer's board of directors
persons performing the equivalent functiot

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which a
reasonably likely to adversely affect the issuaility to record, process, summarize and repagrfcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a smnifrole in the issue
internal control over financial reportin

Date: May 11, 2015 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal Accountingfioér




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of RCI Hitality Holdings, Inc. (the “Company”) on Form 104@r the fiscal period ended March
31, 2015 as filed with the Securities and Exchabgmmission on the date hereof (the “Repotti® undersigned Chief Executive Officer ¢
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. § 1350, as adopted pursugh®@b of the Sarbanes-Oxley Act of
2002, that based on their knowledge:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Report faplgsents, in all material respects, the finan@aldition and result of operations of the
Company as of and for the periods covered in thgoRe

/sl Eric S. Langal

Eric S. Langat

Chief Executive Office
May 11, 201¢

/s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Office
May 11, 201t

A signed original of this written statement reqditgy Section 906, or other document authenticatignowledging, or otherwise adopt
the signature that appears in typed form withindleztronic version of this written statement regdiby Section 906, has been provide
RCI Hospitality Holdings, Inc. and will be retainddy RCI Hospitality Holdings, Inc. and furnished the Securities and Exchat
Commission or its staff upon request.

The foregoing certification is being furnished t® tSecurities and Exchange Commission as an exbiltite Form 10 and shall not t
considered filed as part of the Form 10-Q.




