UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
XI QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended December 31, 2014
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
Commission File Number: 001-13992

RCI HOSPITALITY HOLDINGS, INC.
(Formerly RICK’S Cabaret International, Inc.)
(Exact name of registrant as specified in its arart

Texas 76-045822¢
(State or other jurisdiction « (I.LR.S. Employer Identification No
incorporation or organizatiot

10959 Cutten Road
Houston, Texas 77066
(Address of principal executive offices) (Zip Code)

(281) 397-6730
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registrant @ tiled all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for ssbbrter period that the registrant was requireéiléosuch reports), and (2) has b
subject to such filing requirements for the pastdégs. Yes[x] No O

Indicate by check mark whether the registrant ldsnitted electronically and posted on its corpol&fieb site, if any, every Interactive D
File required to be submitted and posted pursuaRule 405 of Regulation ${(§232.405 of this chapter) during the precediggrbnths (c
for such shorter period that the registrant wasired to submit and post such files). YES No O

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-axcelerated filer, or a smaller repor!
company. Large accelerated filer Accelerated filefX] Non-accelerated filddl Smaller reporting compariy

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act).
Yes O No

As of January 31, 2015, 10,295,328 shares of tlggsRant's Common Stock were outstanding.




NOTE ABOUT FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the Pav@ecurities Litigation Reform A
of 1995. These statements include, among othegshistatements regarding plans, objectives, getibegies, future events or performe
and underlying assumptions and other statemenishvane other than statements of historical fdetswardlooking statements may app
throughout this report, including without limitatipthe following sections: Part I, Iltem 2 “Managerie Discussion and Analysis of Finan
Condition and Results of Operations.” Forward-logkistatements generally can be identified by wanadsh as “anticipates,” “believes,”
“estimates,” “expects,” “intends,” “plans,” “predg;” “projects,” “will be,” “will continue,” “will likely result,”and similar expressions. Th
forward{ooking statements are based on current expectatind assumptions that are subject to risks anertaiaties, which could cause
actual results to differ materially from those eetied in the forwardboking statements. Factors that could cause otriboite to suc
differences include, but are not limited to, thasscussed in this Quarterly Report on FormQ@nd those discussed in other documen
file with the Securities and Exchange CommissidBEC”). Important factors that in our view could cause mateadverse affects on ¢
financial condition and results of operations iy but are not limited to, the risks and unceti@énrelated to our future operational
financial results, competitive factors, the timiofthe openings of other clubs, the availability aafceptable financing to funcbrporat
expansion efforts, our dependence on key persotirekbility to manage operations and the futurerajional strength of management,
the laws governing the operation of adult ententeint businesses. We undertake no obligation teeemi publicly release the results of
revision to any forwardeoking statements, except as required by law. GGihese risks and uncertainties, readers are ceutioot to plac
undue reliance on such forward-looking statements.

As used herein, the “Company,” “we,” “our,” and #imn terms include RCI Hospitality Holdings, Inqaiits subsidiaries, unless the context
indicates otherwise.
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PART | FINANCIAL INFORMATION
Item 1. Financial Statements.
RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
ASSETS
(in thousands, except per share d
Assets

Current asset:
Cash and cash equivalel
Accounts receivable
Trade, ne
Other, ne
Marketable securitie
Inventories
Deferred tax assi
Prepaid expenses and other current assets
Total current asse

Property and equipment, r

Other assets

Goodwill

Indefinite lived intangibles, ne
Definite lived intangibles, ne
Other

Total other assets

Total assets

See accompanying notes to consolidated financgtsients.

December 31  September 3(
2014 2014

(UNAUDITED)

$ 13,17: $ 9,96¢

1,28¢ 1,06(

752 68E

604 59¢

2,42( 1,87¢

5,461 5,37¢

3,48¢ 3,78¢

27,187 23,35

113,87¢ 113,96:

43,42t 43,37¢

52,61( 53,96¢

10,70} 67¢

2,40z 3,812

109,14« 101,82¢

$ 250,21 $ 239,14:




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

December 31  September 3(
(in thousands, except per share d 2014 2014

(UNAUDITED)

Liabilities and Stockholders' Equi
Current liabilities:

Accounts payabl $ 2,04t $ 2,19¢
Accrued liabilities 7,62¢ 9,19¢
Texas patron tax liabilit 16,24¢ 15,48¢
Current portion of long-term debt 9,38¢ 12,31¢
Total current liabilities 35,30: 39,19
Deferred tax liability 29,34 27,68¢
Other lon¢-term liabilities 90cC 924
Long-term debt 60,41( 58,03
Total liabilities 125,95¢ 125,84

Commitments and contingenci

STOCKHOLDERS' EQUITY
Preferred stock, $.10 par, 1,000 shares authorimatk issued and outstand - -
Common stock, $.01 par, 20,000 shares authoriZ&888 and 10,067 shares issued and

outstanding, respective 102 101
Additional paic-in capital 70,64 66,72’
Accumulated other comprehensive inca 9¢ 91
Retained earnings 46,73( 43,37(
Total RCIHH permanent stockhold’ equity 117,57: 110,28¢
Noncontrolling interest 6,681 3,01(
Total permanent stockholders’ equity 124,25. 113,29¢
Total liabilities and stockholders’ equity $ 250,21( $ 239,14.

See accompanying notes to consolidated financsdsients.




RCI HOSPITALITY HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share d

Three Months Ende

December 31
2013

2014

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

Total revenue

Operating expense
Cost of goods sol
Salaries and wag¢
Stoclk-based compensatic
Other general and administratiy
Taxes and permil
Charge card fee
Rent
Legal and profession
Advertising and marketin
Depreciation and amortizatic
Insurance
Utilities
Impairment of asse
Settlement of lawsuits and other ~time costs
Other
Total operating expenses
Income from operation
Other income (expense
Interest income and oth
Interest expens
Gain from original investment in Drink Robust, Inc.
Income before income tax
Income taxes
Net income
Less: Net (income) loss attributable to noncontrglinterests
Net income attributable to RCI Hospitality Holdindsc.
Basic earnings per share attributable to RCIHHedtaders
Net income

Diluted earnings per share attributable to RCIHHreholders
Net income

Weighted average number of common shares outsigr
Basic
Diluted

See accompanying notes to consolidated financsistents.

(UNAUDITED)

15,23¢ $ 11,68¢
5,22t 3,42
14,22 12,73(
1,79¢ 1,581
36,48 29,42:
5,111 3,74
8,03: 6,571
12¢ 3
5,39: 4,41¢
547 42¢
1,141 1,22¢
95¢ 90¢
1,367 1,28¢
1,64 1,39z
82C 79¢
734 592
1,35¢ .
247 -
2,87¢ 2,431
30,34 23,80
6,14 5,61

13 77
(1,619 (2,019
577 :
5,111 3,67¢
1,84¢ 1,32
3,26¢ 2,35

95 47
3360 $ 2,40
03 $ 0.2t
03 $ 0.2t
10,26« 9,54¢
10,92¢ 9,85¢




RCI HOSPITALITY HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ende
December 31
(in thousands, except per share d 2014 2013

(UNAUDITED)

Net income $ 3,268 $ 2,357
Other comprehensive incorr

Unrealized holding gain (loss) on securities avdddor sale 8 -
Comprehensive income to common stockhol 3,27: 2,35i
Less: Net (income) loss attributable to noncontrglinterests 95 47
Comprehensive income to common stockholders $ 3,36¢ $ 2,404




RCI HOSPITALITY HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands, except per share d

Three Months Ende
ENDED DECEMBER 31

2014

2013

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to cash praViole 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
Cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from lor-term debt

Payments on lor-term debt

Purchase of treasury sto

Distribution to noncontrolling interests

Cash provided (used) in financing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
CASH AND CASH EQUIVALENTS AT END OF PERIOD

CASH PAID DURING PERIOD FOR
Interest

Income taxes

See accompanying notes to consolidated financa#tistents.

(UNAUDITED)

$ 3,268 $ 2,357
1,64¢ 1,39:
1,52¢ 89C
1,35¢ -

19 22
(577) -
(32 9)

3 -
12C 3
(221) 22
(42€) (42)
1,04¢ (1,456
(2,639 2,651
5,092 5,83(
(792) (5,619

s (5,325)
(200) (500)
(992) (11,439
4,957 7,02t
(4,71)) (1,767
(1,085) -
(54) (54)
(897) 5,20¢
3,207 (404)
9,96¢ 10,65¢

$ 13,17: $ 10,25:

$ 1,62: $ 1,73¢

$ 1,72¢ $ 47E




Non-cash transactions:
During the quarter ended December 31, 2014, thegaognissued 130,039 shares for debt and accruetgttaggregating $1,319,778.

During the quarter ended December 31, 2014, thepaosnpurchased and retired 109,616 common treahases. The cost of these sh
was $1,084,561.

During the quarter ended December 31, 2014, thepaognissued 200,000 shares of common stock foathaisition of a controlling intere
in Drink Robust, Inc.

During the quarters ended December 31, 2014 an8, 208 Company recognized unrealized holding gammarketable securities held for
sale of approximately 8,000 and zero, respectively.

During the quarter ended December 31, 2013, thepaagnacquired $4.3 million in assets with seflaenced debt amounting to $3.6 milli

During the quarter ended December 31, 2013, thepaagissued 57,500 shares for debt and accruegsht@ggregating $575,000.




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying unaudited consolidated finandialements have been prepared in accordance withuatieg 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 atsgjin the United States of America
complete financial statements. However, excepisdased herein, there has been no material chiartpe information disclosed in the nc

to the consolidated financial statements for tharyaded September 30, 2014 included in the Con'pdmnual Report on Form 1K: as
filed with the Securities and Exchange Commissibime interim unaudited consolidated financial stasta should be read in conjunct
with those consolidated financial statements inetlth the Form 16¢. In the opinion of management, all adjustmentssttered necess:
for a fair presentation, consisting solely of normecurring adjustments, have been made. Operatnglts for the three months en
December 31, 2014 are not necessarily indicatiteefesults that may be expected for the yeamgn8eptember 30, 2015.

2. RECENT ACCOUNTING STANDARDS AND PRONOWCEMENTS

In May 2014, the FASB issued Accounting Standargddtie No. 2014-09, Revenue from Contracts with @uasts (“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 poreiple and, in doing so, more judgment andnesté:
may be required within the revenue recognition psscthan are required under existing GAAP. Thedstahis 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 20149 recognized at the date of adoption (which inet
additional footnote disclosures). The Company isesuly evaluating the impact of our pending adoptof ASU 201409 on its consolidate
financial statements and have not yet determinedrtbthod by which it will adopt the standard ircéisyear 2018.

3. SIGNIFICANT ACCOUNTING POLICIES
Following are certain significant accounting priples and 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 (wnsidfl) for identical assets or liabilities in aetimarkets
Level 2— Include other inputs that are directly or indirgaibservable in the marketplas
Level 3— Unobservable inputs which are supported by little@ market activity

The fair value hierarchy also requires an entityn@ximize the use of observable inputs and minintizeuse of unobservable inputs w
measuring fair value.

The Company classifies its marketable securitiesvafiable-forsale, which are reported at fair value. Unrealizeldiing gains and losses,
of the related income tax effect, if any, on aual#aforsale securities are excluded from income and grerted as other comprehens
income in the Statement of Other Comprehensivenecdrealized gains and losses from securitiesifitasas available fosale are include
in net income. The Company measures the fair vafuiis marketable securities based on quoted pricesdentical securities in acti
markets, or Level 1 inputs. As of December 31, 2@i4ilable-for-sale securities consisted of tH®fang:

Gross
(in thousands Cost Unrealizec Fair
Available for Sale Basis Gains Value
Tax-Advantaged Bond Fund $ 50t $ 98 $ 604




RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

3. SIGNIFICANT ACCOUNTING POLICIES - continued

The Company reviews its marketable securities terdg@ne whether a decline in fair value of a sdgupelow the cost basis is other t
temporary. Should the decline be considered ottar temporary, the Company writes down the cosslmdthe security and includes the |
in current earnings as opposed to an unrealizedirigploss. No losses for other than temporary impants in the Company’marketabl
securities portfolio were recognized during thertgreended December 31, 2014.

Financial assets and liabilities measured at faluer on a recurring basis are summarized below:

(in thousands Carrying
December 31, 201 Amount Level 1 Level 2 Level 3
Marketable securitie $ 604 $ 604 $ - $ =
(in thousands Carrying
September 30, 201 Amount Level 1 Level 2 Level 3
Marketable securitie $ 59¢ $ 59¢ $ - $ =
4, STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION

Employee and Director Stock Option Plans

In 1995, the Company adopted the 1995 Stock OpRiam (the “1995 Planjor employees and directors. In August 1999, then@any
adopted the 1999 Stock Option Plan (the “1999 Bland in 2010, the ComparsyBoard of Directors approved the 2010 Stock Opitar
(the “2010 Plan”) (collectively, “the Plans"Y'he 2010 Plan was approved by the shareholdefed€bmpany at the 2011 Annual Meetin
Shareholders. The options granted under the Playsha either incentive stock options, or rpralified options. The Plans are administ
by the Board of Directors or by a compensation cdthes of the Board of Directors. The Board of Diars has the exclusive power to se
individuals to receive grants, to establish thenteof the options granted to each participant, idex)/ that all options granted shall be gra
at an exercise price equal to at least 85 % ofaienarket value of the common stock covered kydption on the grant date and to mak
determinations necessary or advisable under thesPla

The compensation costs recognized for the threehma@nded December 31, 2014 and 2013 were $126y0d$2,922, respectively. Th
were no stock option grants or exercises for theetimonth periods ended December 31, 2014 and JdbiE3e was no uamortized stoc
compensation expense related to stock options eémeer 31, 2014.

Stock Option Activity

The following is a summary of all stock option tsantions for the three months ended December 34:20

Weighted
Average
Remaining
Weighted Contractua Aggregate
(in thousands, except for per sh Average Term Intrinsic
and year information Shares Exercise Prict (years) Value
Outstanding as of September 30, 2! 10 $ 8.7C
Granted - -
Cancelled or expire - -
Exercised - -
Outstanding as of December 31, 2014 10 $ 8.7C 05 $ 13
Options exercisable as of December 31, 2014 10 $ 8.7C 05C $ 13

10




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

DECEMBER 31, 2014
(UNAUDITED)

5. GOODWILL AND OTHER INTANGIBLES

Following are the changes in the carrying amouhtiefinitedived intangibles, goodwill and licenses for theetta months ended December

2014 and 2013:

(in thousands 2014 2013
Definite- Definite-
Lived Lived
Intangibles Licenses Goodwill Intangibles Licenses Goodwill
Beginning balanc $ 67t $ 53,96¢ $ 43,37¢ $ 1,06t $ 54,96¢ $ 43,981
Intangibles acquire 10,27¢ - - - 26E -
Impairment - (1,359 - - - -
Other (243) - 51 (89) - -
Ending balance $ 10,707 $ 52,61( $ 43,42 $ 97¢ $ 5523. $ 43,98’

During the quarter ended December 31, 2014, we heo@ded an impairment of $1.4 million for the éfiditedived intangible assets at (
Temptations Cabaret in Lubbock.

6. LONG-TERM DEBT

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

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

In December 2014, the Company borrowed $2.0 milffam 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 certaiastors (i) 9% Convertible Debentures with an agate principal amount of $4,525,(
(the “Debentures”)under the terms and conditions set forth in thedbalres, and (ii) warrants to purchase a totalp#00 shares of tl
Company’s common stock (the “Warrantsipyder 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 sfmrject 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 Detenifithe Compang common stock has a closing price of $16.25 (stilbjeadjustmen
for 20 consecutive trading days. The Warrants tavexercise price of $12.50 per share (subjectjwsament) 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 commimtls has a closing price of $16.25 (subject to stdjient) for 20 consecutive trading d:
The Company sold the Debentures and Warrants totfestors in a private transaction and receivetsicieration of $4,525,000. An advi
to the Company received compensation in the amofir$271,500 in connection with advising the Compaagarding the sale of t
Debentures and Warrants.

The fair value of the warrants was estimated t&h@5,318 in accordance with FASB ASC 8Eajr Value Measurementsusing a Black-
Scholes option-pricing model using the followingigi#ged average assumptions:

Volatility

Expected life
Expected dividend yiel
Risk free rate

28.2%
1.5 year

.33%

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

In October 2013 the Company borrowed $ 2.5 milfimm an individual. The note is collateralized bgexond 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 aifore$4.3 million which was partially financed by$&.6 million note to a bank. The note
is payable $40,654 monthly, including interest.d6% until February 2017 when the entire principglance becomes due.
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

7. COMMON STOCK
During the quarter ended December 31, 2014, thepgaagissued 130,039 shares for debt and accruedattaggregating $1,319,778.

During the quarter ended December 31, 2014, thepaagnpurchased and retired 109,616 common treahames. The cost of these sh
was $1,084,561.

During the quarter ended December 31, 2014, thepaagnissued 200,000 shares of common stock faadheisition of a controlling interest
in Drink Robust, Inc.

8. EARNINGS PER SHARE (EPS)

The Company computes earnings per share in aca®daith Accounting Standards Codification (“ASC'§@ Earnings Per Share Basic
earnings per share includes no dilution and is agetpby dividing income available to common stoddbes by the weighted average nun
of common shares outstanding for the period. Dilutarnings per share reflect the potential dilutddrsecurities that could share in
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 methaudiid from outstanding convertible debentures (thaber of which is computed usi
the “if converted method”). Diluted EPS considdrs potential dilution that could occur if the Compa outstanding common stock optic
warrants and convertible debentures were convéntedcommon stock that then shared in the Commaegrnings (as adjusted for inte
expense that would no longer occur if the debestwere converted).

(in thousands, except per share d FOR THE QUARTER ENDEL
DECEMBER 31,
2014 2013

Basic earnings per shal
Net income attributable to RCIHH sharehold $ 3,36( $ 2,40¢
Average number of common shares outstanding 10,26¢ 9,54¢
Basic earnings (loss) per sha
Net income (loss) attributable to RCIHH sharehad $ 0.3 $ 0.2F

Diluted earnings per shar
Net income attributable to Rick's shareholc $ 3,36 $ 2,40
Adjustment. to net earnings from assumed convesialebentures (1) 172 21
Adjusted net income (loss) attributable to RCIHHgholders $ 3,53 $ 2,42¢
Average number of common shares outstanc
Common shares outstandi 10,26¢ 9,54¢
Potential dilutive shares resulting from exercifgvarrants and options (. 5 171
Potential dilutive shares resulting from conversiduiebentures (1) 66C 13¢€
Total average number of common shares outstandied for dilution 10,92¢ 9,85t
Diluted earnings (loss) per sha
Net income (loss) attributable to Rick's sharehd $ 032 $ 0.28

(1) All outstanding warrants and options were sidered for the EPS computation. Potential dilutbgions and warrants of zero
726,792 for the three months ended December 34 a0d 2013, respectively have been excluded fromiregs per share due to being anti-
dilutive.

(2) Convertible debentures (principal and accrued @st@routstanding at December 31, 2014 and 2018nigt&7.4 million and $11.
million, respectively, were convertible into commstock at a price of $10.00, $10.25 and $ 12.5Gpare in each year.

*EPS may not foot due to rounding.
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

9. ACQUISITIONS

Quarter Ended December 31, 2013

A subsidiary of the Company closed a transacti@oliring the air rights above the CompasB3rd Street club in Manhattan, New York
October 2013. The subsidiary entered into a contaduy the land and building for $ 10 million ahy time in the next five years
Concurrent with the building transaction, a thiatty (the “Third Party Purchasemurchased the balance of the air rights of the gntggtha
are not subject to the Option Agreement. The puweharice for these air rights was $ 13,000,000wbich the Companyg subsidiar
contributed $ 5,200,000 in connection with the alldsusiness transaction. The transactions aregba previously announced transac
under which the Company agreed to purchase thedadduilding for $ 23 million. The new agreemelsbaamends the lease for the three-
story building at 50 West 33rd Street to $ 100,p@0 month for the next five years rather than thE88,000 per month called for in
original agreement.

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 ttemsaction was $500,000. Due to the Companyjnbaeffective control of the busine:
this subsidiary is being consolidated in the Comyfsmoonsolidated financial statements, effectivefthe date of the purchase.

The following information summarizes the prelimipatlocation of fair values assigned to the asaethe purchase date.

(in thousands

Buildings $ 35C
Equipment and lan 20
SOB license 26&
Noncontrolling interes (139
Net asset $ 50C

Quarter Ended December 31, 2014

On October 30, 2014, a 51% owned subsidiary ofGbmpany (“Robust”acquired certain assets and liabilities of Robustrgy LLC fo
$200,000 in cash and 200,000 shares of its restrimbmmon stock for a total purchase price of $&illon. 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 edténto a Lockdp Agreement with the Company in connection with thsuance by tl
Company of its shares of common stock as explaamxe, which will provide that none of the sharél lve 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 mixerkieta

The following information summarizes the allocatwfrfair values assigned to the assets and lisdsilat the purchase date.

(in thousands

Inventory and accounts receival $ 501
Equipment, furniture and fixtu 35¢€
Definite-lived intangible 10,27¢
Accounts payabl (1,196
Notes payabli (969)
Noncontrolling interes (3,88¢)
Net asset $ 5,08t

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

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 %e#onings before income taxes for the three moatided December 31, as a result o
following:

(in thousands) 2014 2013
Computed expected tax expel $ 1,73C $ 1,251




State income taxe 74 53
Stock option disqualifying dispositions and otherrpanent differences 42 18
Total income tax expense $ 1,84¢ $ 1,322
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

10. INCOME TAXES - continued

Included in the Compang’deferred tax liabilities at December 31, 201dpproximately $17.2 million representing the tafeef of indefinite
lived intangible assets from club acquisitions whare not deductible for tax purposes. These dadetax liabilities will remain in tr
Company’s balance sheet until the related clubsaice

The Company recognizes interest accrued relatedecognized tax benefits in interest expense andlpes in operating expenses. Du
the quarters ended December 31, 2014 and 2013Cdngpany recognized no interest and penalties foeangnized tax benefits. T
Company or one of its subsidiaries files incomertgurns in the U.S. federal jurisdiction, and vas states. The last three years remain
to tax examination.

11. COMMITMENTS AND CONTINGENCIES
Legal Matters

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 thieexas 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 Cousttuling. In Texas, when cities or the State gietice of appeal,
supersedes and suspends the judgment, includingpjthection. Therefore, the judgment of the DistrCourt cannot be enforced until
appeals are completed. Given the suspension glititanent, the State gave notice of its right teod the tax pending the outcome of
appeal but took no affirmative action to enforcatthight. On June 5, 2009, the Court of Appeaistifie Third District (Austin) affirmed tt
District Court’s judgment that the Sexually OriehiBusiness (“S.0.B.”Fee violated the First Amendment to the U.S. Cauntgtn but ol
August 26, 2011, the Texas Supreme Court reverseiutigment of the Court of Appeals, ruling that 80B Fee does not violate the F
Amendment to the U.S. Constitution, and remandect#se to the District Court to determine whetherfée violates the Texas Constitution.

TEA appealed the Texas Supreme Court's decisiameoU.S. Supreme Court (regarding the constitutipnaf the fee under the Fil
Amendment of the U.S. Constitution), but the U.8pr@me Court denied the appeal on January 23, 2Bdsequently, the case \
remanded to the District Court for considerationha& remaining issues raised by TEA. On June @82 2the District Court in Travis Coul
held a hearing on TEA'Texas Constitutional claims and on July 9, 20i#2red an order finding that the tax was a cortsiital Occupatior
Tax. The Court denied the remainder of TEA's cibuisonal claims. TEA appealed the trial coartuling to the Third Court of Appeals ¢
on May 9, 2014, the Third Court of Appeals issuadlang adverse to TEA and in favor of the StaldEA filed a petition for review to tt
Texas Supreme Court on July 17, 2014. The Texpsete Court denied TEA's petition for review on awer 21, 2014 On February !
2015, TEA filed a petition for writ of certiorariith the United States Supreme Court.

The Company has not made any payments of thesg $iae the first quarter of 2009 and plans nobhaie any such payments while the
is pending in the courts. However, based on thetgaling, the Company will continue to accrue angbense the potential tax liability on
financial statements. If the final decision of twurts is ultimately in the Comparsyfavor, as it believes it will be, then the Compavill
record a one-time gain of the entire amount preshipaxpensed.

Since the inception of the tax, the Company had pare than $2 million to the State of Texas urgtetest for all four quarters of 2008 :
the first quarter of 2009, expensing it in the adicated financial statements (except for two lawa in Dallas where the taxes have not |
paid, but the Company is accruing and expensindidbdity). For all subsequent quarters, as ailtesf the Third Court 2009 decision, tl
Company has accrued the tax, but not paid the .Skateordingly, as of December 31, 2014, the Comdaas approximately $16.2 million
accrued liabilities for this tax. Patron tax experamounted to approximately $762,000 and $738@0the quarters ended December
2014 and 2013, respectively. The Companyexas clubs have filed a separate lawsuit agdiwstState in which the Company ra
additional challenges to the statute imposing #eedr tax, demanding repayment of the taxes thep@oynhas paid under this statute.

courts have not yet addressed these additionahslalf the Company is successful in the remaititigation, the amount the Company

paid under protest should be repaid or appliedhjofature, constitutional admission tax or othekd®state tax liabilities.
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

11. Commitments and Contingencies - contied

The Company and subsidiaries RCI Entertainment (Nerk), Inc. (“RCI NY”) and Peregrine Enterprisdsc. (“Peregrine”)have bee
defendants in a federal court collective and ctagon, pending since March 30, 2009, in the Soutligstrict of New York relating to way
and hour claims under the Fair Labor Standards(A&dtSA”) and New York Labor Law (“NYLL"). The Company, RCI NY and Peregr
deny liability in this matter, are vigorously defling the allegations and have asserted counterglamd affirmative defenses for offset
unjust enrichment. Discovery has been completedS&ptember 10, 2013, the court ruled on the pamiesions for summary judgment. T
court granted summary judgment in favor of the Rifis on liability on their causes of action foinimum wage under the FLSA and NY
and held that entertainers at REWY are employees. The court further held thaegréne was an employer of the Plaintiffs and tnade
federal law, Rick’s NY’s statutory duty to pay mimim wages was not satisfied by the performance Pémintiffs’ received. The cot
denied the Plaintiffsattempt to hold the Company or RCI NY liable asij@mployers with Peregrine and the issue of whdtiee Compan
and RCI NY are also employers will be determined &fal. On November 18, 2013, the court setcdhss end date as October 31, 201z
granted Plaintiffs’ motion for summary judgment Glaim Five of their complaint, holding that the Glsi fines fees and tiput requiremen
violated New York State law. On November 14, 20fbllowing motion practice by the parties, the dogsued an order holding that:
under New York law, the performance fees paid kirfiffs do not offset Defendantshinimum wage obligations; (b) holding Pereg
liable on Claim Four of the Complaint; (c) denyibgfendants’ motion to strike the reports and testiynof Plaintiffs’ expert witness; («
denying Defendants’ motion to decertify the Rule@&ss; (e) granting in part Plaintiffeiotion for summary judgment as to damage
Claim One and Two of the Complaint (for minimum wagnder the FLSA and the NYLL) in the amount of $68,035 and grantil
Plaintiffs’ motion for summary judgment as to damages on Ckaonr of the Complaint but finding that an issudasft exists as to whett
Plaintiff's were actually required to pay certaitip“outs” and thus denying the Plaintiffsiotion for summary judgment on that issue.
Court has indicated that the issues remaining @ abtion will be scheduled for trial in 2015. iwiately, the Company, RCI NY a
Peregrine intend to appeal the aforementionedgsyimcluding seeking the cowstpermission to appeal certain issues immediageher tha
after trial.

As previously reported, the Company and its subsie were insured under a liability policy issusdIndemnity Insurance Corporatir
RRG (“1IC”) through October 25, 2013. The Compamy its subsidiaries changed insurance companidsabuaate.

On November 7, 2013, the Court of Chancery of ttaéeSof Delaware entered a Rehabilitation and letjon Order (“Rehabilitation Orde),’
which declared IIC impaired, insolvent and in asafie condition and placed IIC under the supervisibtine Insurance Commissioner of
State of Delaware (“Commissioner”) in her capacityreceiver (“Receiver”).The Rehabilitation Order empowered the Commissida
rehabilitate IIC through a variety of means, inéhgdgathering assets and marshaling those asseiscassary. Further, the order staye
abated pending lawsuits involving IIC as the insuril May 6, 2014.

On April 10, 2014, the Court of Chancery of thet&taf Delaware entered a Liquidation and Injunct@mer With Bar Date {iquidatior
Order”), which ordered the liquidation of 1IC and terminatgtiinsurance policies or contracts of insuraresiéd by 1IC. The Liquidatic
Order further ordered that all claims against llGsinbe filed with the Receiver before the closdudiness on January 16, 2015 and thi
pending lawsuits involving 1IC as the insurer auetlier stayed or abated until October 7, 2014.aAssult, the Company and its subsidi:
no longer have insurance coverage under the kalpitlicy with 11IC. Currently, there are multiptévil lawsuits pending or threatened ags
the Company and its subsidiaries; and other patelativsuits for incidents that occurred before ®@eto25, 2013 could still be filed. T
Company has retained counsel to defend agains¢ealdate these claims and lawsuits. The Compasyiled the appropriate claims aga
[IC with the Receiver by the January 16, 2015 deadhowever, there are no assurances of any recéwenm these claims. It is unknown
this time what effect this uncertainty will have tire Company. As previously stated, the Comparsydidained general liability covere
from another insurer, effective October 25, 201Biclv will cover any claims arising from actionsaafthat date.

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 generdlility insurance carrier.
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RCI HOSPITALITY HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2014
(UNAUDITED)

12. SEGMENT INFORMATION

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

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

Three Months Ende
December 31

(in thousand 2014 2013
Business segment revenu
Nightclubs $ 31,06: $ 28,35¢
Bombshells 4,90¢ 704
Other 51¢€ 36¢

$ 36,48 $ 29,42:

Business segment operating income (Ic

Nightclubs $ 6,427 $ 5,941
)

Bombshells 42F (13¢
Other (5949 (53
General corporate (11€) (141

$ 6,14C $ 5,61¢
Business segment capital expenditu
Nightclubs $ 24t 3 3,54¢
Bombshells 877 1,41¢
Other 14 4
General corporat 10¢€ 644
Disposition (280)

$ 96z $ 5,61:
Business segment depreciation and amortiza
Nightclubs $ 1,258 $ 1,24¢
Bombshells 53 12
Other 204 4
General corporate 138 127

$ 1,64 $ 1,397
Business segment assets: 12/31/1¢ 9/30/1¢
Nightclubs $ 218,92 $ 219,11
Bombshells 10,33: 6,13¢
Other 12,15« 2,30:
General corporate 8,80: 11,59:

$ 250,211 $ 239,14:

General corporate expenses include corporate sgldréalth insurance and social security taxesffmers, legal, accounting and informat
technology employees, corporate taxes and insuréega and accounting fees, depreciation and atbgrorate costs such as automobile
travel costs. Management considers these to balarable costs for segment purposes.

13. RESTRICTED STOCK ISSUANCE

In July 2014, the Company granted to an executiffeen and an officer of a subsidiary an aggredatel 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. Restritisek 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 stocksvdetermined using the closing price on the gtated and compensation expense is rect
over the applicable vesting periods. Forfeitures @acognized as a reversal of expense of any wtesnhounts in the period incurr
Unamortized expense amounted to $740,531 at Decedih®014. The compensation cost recognized ®thihee months ended Decen
31, 2014 was $120,012.

14. SUBSEQUENT EVENTS

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 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 edaal to the prime rate plus 2%, bt
no event less than 6.5%. At this time, the Comgaas/not allocated the purchase price to the adjasgsets.
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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 conjiorctvith our consolidated financial statements eeidted notes thereto included in this
quarterly report and the audited consolidated firgrstatements and related notes included in oumFLO-K as of September 30, 2014.

GENERAL

At the Company’s Annual Meeting of Stockholdersfargust 6, 2014, its name was officially changedrfick’s Cabaret International, I
to RCI Hospitality Holdings, Inc. RCI Hospitalityditlings, Inc. (sometimes referred to as RCIHH hgrgias incorporated in the State
Texas in 1994. Through our subsidiaries, as of Béer 1, 2014, we operate a total of fotyr establishments that offer live ac
entertainment, and/or restaurant and bar operatiaife have two reportable segments, nightclubsBaordbshells Restaurants and B&R€I
Hospitality Holdings, Incis a holding company and operates through its sub@@diancluding its management company, RCI Manags
Services, Inc. All services and management opersititve conducted by subsidiaries of RCI Hospitaditydings, Inc. In the context of cl
and bar/restaurant operations, the tettms “Company,” “we,” “our,” “us” and similar terms used herein refer to subsidiageRCI
Hospitality Holdings, Inc. Excepting executive offrs of RCI Hospitality Holdings, Incany employment referenced in this document i
with RCI Hospitality Holdings, Inc. but solely wittne of its subsidiaries.

SCHEDULE OF UNITS

Date
Name of Establishmei Acquired/Openel

Club Onyx, Houston, T> 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
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, N\ 2014
Bombshells, Austin, T> 2014
RICK’S Cabaret, Odessa, 1 2014
Bombshells, Spring T’ 2014
Bombshells, Fugua (Housto 2014

Union Square, Fort Worth, TX (. 2014



Bombshells, Willowbrook (Houston) (.

Down in Texas Saloon, Austin TX (

(1) Opened in December 2014.
(2) To be opened in spring 2015.
(3) Acquired in January 2015.
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As noted above, we have the following nightclubst@aurant under contract as of December 31, 2014:

« Bombshells Willowbrook to be opened in spring 2015.
« Down in Texas Saloon acquired in January 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 aptkridformation contained in the web
shall not be construed as part of this Form 10-K.

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 consensuskgmerican Institute of Certified Public AccountarStatements 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@m&nt 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 managementiistorical industry experience and on variougio#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 amitetments that extend the useful lives are capéithl Expenditures for norr
maintenance and repairs are expensed as incuiinedcobt of assets sold or abandoned and the relatednulated depreciation are elimini
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

FASB ASC 350Goodwill and Other Intangibles Assetddresses the accounting for goodwill and othemigible assets. Under FASB A
350, goodwill and intangible assets with indefirlitees are no longer amortized, but reviewed oraanual basis for impairment. Defir
lived intangible assets are amortized on a strdigat basis over their estimated lives. Fully atizedd assets are writtesff agains
accumulated amortization.

Impairment of Lonelived Assets

In accordance with ASC 205, lotiged 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 lmh@f an asset may not
recoverable. Recoverability of assets to be held ased is measured by a comparison of the carrgingunt of an asset to estime
undiscounted future cash flows expected to be gée@iby the asset. If the carrying amount of aretaseceeds 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 acagrsgmount 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 thabe¢ sheet.

Goodwill and intangible assets that have indefiniseful lives are tested annually for impairmenmtd are tested for impairment m

frequently if events and circumstances indicate tha asset might be impaired in accordance wittCAX%0. An impairment loss
recognized to the extent that the carrying amoxogeds the asset’s fair value.
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For goodwill, the impairment determination is madehe reporting unit level. The implied fair valaegoodwill 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.

During the quarter ended December 31, 2014, we hea@ded an impairment of $1.4 million for theaingible assets at our Temptati
Cabaret in Lubbock, Texas.

Fair Value of Financial Instruments

The Company calculates the fair value of its asseid 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 accouaeteivable, accounts payable and accrued liabilgszoximate 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. Norteexe instruments are held for trading purposes.

Revenue Recognition

The Company recognizes revenue from the sale ohalic beverages, food and merchandise, other tmgeand services at the pointsae
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 fioenthird party hosting company or from the creditd 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 advertisintgnt are recognized when the issue is publishedshipped. 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 thditialmethod in accordance with FASB ASC 74%;counting for Income Taxe Deferre
tax assets and liabilities are recognized for titeré tax consequences attributable to differetegween the financial statement carn
amounts of existing assets and liabilities andrtfespective tax bases. Deferred tax assets dnititiess are measured using enacted tax
expected to apply to taxable income in the yeanshith those temporary differences are expectduetoecovered or settled. The effec
deferred tax assets and liabilities of a chang@rrates is recognized in income in the period iheludes the enactment date. In additic
valuation allowance is established to reduce arfigrol tax asset for which it is determined thas inore likely than not that some portior
the deferred tax asset will not be realized.

FASB ASC 740 creates a single model to addressuatiog for uncertainty in tax positions by presarda minimum recognition thresholi
tax position is required to meet before being reed in the financial statements. FASB ASC 740 @iovides guidance on derecognit
measurement, classification, interest and penaléiesounting in interim periods, disclosure andhgion. There are no unrecognized
benefits to disclose in the notes to the consadifinancial statements.

StockBased Compensation

The compensation cost recognized for the three msaenided December 31, 2014 and 2013 was $120,@2 (éstricted stock see Note 1!
and $2,922 (from options), respectively. There weretock options exercises for the three monthde@®ecember 31, 2014 or 2013.

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED DECEMBER 31, 2014 AS COMPARED TO THE THREE
MONTHS ENDED DECEMBER 31, 2013

For the three months ended December 31, 2014, dedresolidated total revenues of $36.5 million caneg to consolidated total reven
of $29.4 million for the three months ended DecenBfe 2013, an increase of $7.1 million or 24.0%eTincrease in total revenues
primarily attributable to sales at clubs or resaais/bars purchased or built in 2014 and 2013 pfagimately $6.0 million and an increast
same store sales of $1.1 million or 4.1%.

Following is a comparison of our consolidated ineosiatements for the quarters ended December 34 a0d 2013 with percentay
compared to total revenue:
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(in thousands) 2014 % 2013 %

Sales of alcoholic beverag $ 15,23¢ 41.8% $ 11,68¢ 39.1%
Sales of food and merchand 5,22¢ 14.2% 3,42 11.€%
Service Revenue 14,22« 39.(% 12,73( 43.2%
Other 1,79¢ 5.C% 1,581 5.4%

Total Revenue 36,481 100.% 29,42: 100.(%
Cost of Goods Sol 5,111 14.(% 3,74 12.7%
Salaries & Wage 8,03 22.(% 6,571 22.1%
Stoclk-based Compensatic 12C 0.2% 3 0.C%
Taxes and permit 5,39: 14.8% 4,41¢ 15.(%
Charge card fee 547 1.5% 42¢ 1.5%
Rent 1,141 3.1% 1,22¢ 4.2%
Legal & professiona 95¢ 2.€% 90¢ 3.1%
Advertising and marketin 1,361 3.7% 1,28t 4.4%
Depreciation and amortizatic 1,64t 4.5% 1,39 4.7%
Insurance 82( 2.2% 79¢ 2.1%
Utilities 734 2.C% 59t 2.C%
Impairment of asse 1,35¢ 3.7% - 0.C%
Settlement of lawsuits and other -time costs 247 0.7% - 0.C%
Other 2,87 7.5% 2,431 8.2%
Total operating expenses 30,347 83.2% 23,80¢ 80.¢%

Income from continuing operatiol 6,14( 16.£% 5,614 19.1%
Interest incom 13 0.C% 77 0.2%
Interest expens (1,619 -4.4% (2,012 -6.8%
Gain from original investment in Drink Robust, Inc. 577 1.€% - 0.C%
Income from continuing operations before incomesax $ 5,111 14.% $ 3,67¢ 12.5%

Following is an explanation of significant variasda the above amounts.

Service revenues include cover charges, fees yagthtertainers, room rentals, memberships anddiemged 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 seraidi® point-of-sale upon receipt of cash, checkredit card charge.

Cost of goods sold includes cost of alcoholic and-@coholic beverages, food, cigars and cigarettesciandise, media printing/bindil
media postage. The cost of goods sold for the chérations for the three months ended Decembe2@®4 was 11.7% compared to 12
for the three months ended December 31, 2013. @&of goods sold for same-location-sapsgiod of club operations for the three mo
ended December 31, 2014 was 12.2%, compared t&olfa/3the period ended December 31, 2013.

The increase in payroll and related costs, statebalaries & Wagesabove, was primarily due to the addition of the rawbs during 201
and 2013. Payroll for same-location-sapeiod of club operations decreased to 17.6% aémaes for the three months ended Decemb
2014 from 17.9% for the same period ended Dece®ibe2013. Management currently believes that isi@and management staff levels
appropriate.

The decrease in the percentage of rent expenseeiprihcipally to the extra rent paid at Rick’s N¥ark in 2013.

The increase in other expenses is due to growth frew clubs.

The decrease in interest expense is attributaktfeetgontractual reduction of approximately $6 imillof debt in the summer of 2014 (see
Form 10-K for the year ended September 30, 201d tla continuing amortization of our long-term debt

Income taxes, as a percentage of income before taae 36.1% and 35.9% for the quarters ended Dexredih 2014 and 2013, respectively.
Operating income (exclusive of corporate overhdadsame-location-samgeriod of club operations was $7.3 million for tiheee month

ended December 31, 2014 and $6.9 million for theemonths ended December 31, 2013.
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SEGMENT INFORMATION

The Company is engaged in adult nightclubs and Bbrells 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 ieg¢toses) from operations.

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

Three Months Ende
December 31

(in thousand: 2014 2013
Business segment revenu
Nightclubs $ 31,060 $ 28,35¢
Bombshells 4,90¢ 704
Other 51€ 36E
$ 36,487 $ 29,42:
Business segment operating income (Ic
Nightclubs $ 6,427 $ 5,94
Bombshells 42F (139
Other (5949) (53
General corporate (11¢) (147)
$ 6,14C $ 5,61¢

We had only one Bombshells open as of Decembe2@®13. As of December 31, 2014, we had five Bombsloglen and one more schedi
to open in the Spring of 2015. We opened threetaradBombshells during the seven months and fourtheoended December 31, 2C
respectively. Therefore, the Bombshells brand wasature as of December 31, 2013 and was beginaingature into a profitable segm
by December 31, 2014.

Nightclubs operating income above is reduced by #iillion in impairment of assets for the three rtenended December 31, 20
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 ang@gxtssfor the future. Generally, a non-
GAAP financial measure is a numerical measure obmpanys operating performance, financial position or cfistvs that excludes
includes amounts that are included in or excludedthfthe most directly comparable measure calculatetl presented in accordance
GAAP. We monitor norGAAP financial measures because it describes teeatipg performance of the company and helps manegean:
investors gauge our ability to generate cash fleweJuding some recurring charges that are includede most directly comparable meas!
calculated and presented in accordance with GAA#RatiRe to each of the ndBAAP financial measures, we further set forth ationale a
follows:

Nor-GAAP Operating Income and Non-GAAP Operating MariiVe exclude from non-GAAP operating income and G#AP operatini
margin amortization of intangibles, patron taxee-@pening costs, gains and losses from asset, satekbased compensation char
litigation and other onéime legal settlements, gain on contractual defbicon and acquisition costs. We believe thatialg these iten
assists investors in evaluating period-operiod changes in our operating income and opeyatiargin without the impact of items that
not a result of our day-to-day business and op®erati

Nor-GAAP Net Income and Non-GAAP Net Income per Baisaze and per Diluted Shar&Ve exclude from non-GAAP net income and non-
GAAP net income per diluted share and per basiceshmortization of intangibles, patron taxes, gpening costs, income tax expel
impairment charges, gains and losses from asses,sstock-based compensation, litigation and otimedime legal settlements, gain
contractual debt reduction and acquisition costs, iaclude the Non-GAAP provision for income taxeslculated as the taffect at 359
effective tax rate of the pre-tax non-GAAP incomefdoe taxes less stoddased compensation, because we believe that emgludicl
measures helps management and investors betterstartte our operating activities.

Adjusted EBITDA. We exclude from earnings before interest, taxdepreciation and amortization (EBITDA) depreciatierpenst
amortization of intangibles, income tax, interegpense, interest income, gains and losses front aateEs, acquisition costs, litigation
other onetime legal settlements, gain on contractual detfticgon and impairment charges because we belleateadjusting for such iter
helps management and investors better understapdatoyy activities. Adjusted EBITDA provides a cooperational performan
measurement that compares results without the teeedjust for Federal, state and local taxes whiahe 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. Wse 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 n@AAP measures for the quarters ended December@# and 2013 (in thousands, except per ¢
amounts):

For the Quarter Ende
December 31

(in thousands) 2014 2013
Reconciliation of GAAP net income to
Adjusted EBITDA
GAAP net income $ 3,36( $ 2,404
Income tax expens 1,84¢ 1,322
Interest expense and income and gain on Drink Rabusstmen 1,02¢ 2,01z
Litigation and other or-time settlement 247 12C
Preopening cosl 15¢ 89
Acquisition costs 83 -
Impairment of asse 1,35¢ -
Depreciation and amortization 1,64t 1,392
Adjusted EBITDA $ 9,72¢ $ 7,33¢
Reconcilation of GAAP net income tc
non-GAAP net income
GAAP net income $ 3,36C % 2,40¢
Patron tay 763 73€
Amortization of intangible: 244 89
Gain on Drink Robust investme (577) -
Stoclk-based compensatic 12C 3
Litigation and other or-time settlement 247 12C
Income tax expens 1,84¢ 1,322
Preopening cos! 15¢ 89
Acquisition costt 83 -
Impairment of asse 1,35¢ -
Non-GAAP provision for income taxes (2,619 (1,667)
Non-GAAP net income $ 498: % 3,09¢

Reconciliation of GAAP diluted net income
per share to non-GAAP diluted net income per share

Fully diluted shares 10,92¢ 9,85¢
GAAP net income $ 03z ¢ 0.2¢
Patron tay 0.07 0.07
Amortization of intangible: 0.0Z 0.01
Gain on Drink Robust investme (0.0%) -
Stoclk-based compensatic 0.01 0.0C
Litigation and other or-time settlement 0.0z 0.01
Income tax expens 0.17 0.1z
Preopening cosl 0.01 0.01
Acquisition costt 0.01 -
Impairment of asse 0.12 -
Non-GAAP provision for income taxes (0.24) (0.19)
Non-GAAP diluted net income per share $ 0.47 $ 0.31

Reconciliation of GAAP operating income tc
non-GAAP operating income

GAAP operating incom $ 6,14C  $ 5,614
Patron tay 763 73€
Amortization of intangible: 244 89
Stoclk-based compensatic 12C 3
Impairment of asse’ 1,35¢ -
Litigation and other or-time settlement 247 12C
Preopening cos! 15¢ 89
Acquisition costs 83 -
Non-GAAP operating income $ 9,11: $ 6,65

Reconciliation of GAAP operating margin to 201¢ 201z




non-GAAP operating margin

GAAP operating incom 16.£% 19.1%
Patron tay 2.1% 2.5%
Amortization of intangible: 0.7% 0.2%
Stoclk-based compensatic 0.3% 0.C%
Impairment of asse’ 3.7% 0.C%
Litigation and other or-time settlement 0.7% 0.4%
Preopening cosl 0.4% 0.2%
Acquisition costs 0.2% 0.C%
Non-GAAP operating margin 25.(% 22.6%
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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 2014. As a result of oupected cash flows from operations, we have siggnifi flexibility to meet our financi
commitments. We prefer not to raise capital throtighissuance of common stock. Instead, we usefithlnicing, including convertible de
to lower our overall cost of capital and increass ceturn on shareholders' equity. Refer to thedimga"Cash Flows from Financi
Activities" below. We have a history of borrowingnids in private transactions and from sellers iquasition transactions and continue
have the ability to borrow funds at reasonableresterates in that manner. We have historicalllzetil these cash flows to invest in prop
and equipment and adult nightclubs. Refer to ttelimg “Cash Flows from Investing Activities” below.

As of December 31, 2014, excluding the patron takility, we had working capital of $8.1 million spared to working capital of
negligible amount as of September 30, 2014. Thee&se is principally due to the increase in cashiled in the accompanying consolide
statement of cash flows. Because of the large veloimcash we handle, stringent cash controls haea limplemented. At December
2014, our cash and cash equivalents were $13.bmdbmpared to $10.0 million at September 30, 2014

Our depreciation for the quarter ended December2814 was $1.4 million compared to $1.3 million fbe quarter ended December
2013. Our amortization for the quarter ended Deearth, 2014 was $244,000 compared to $89,000 éoqtiarter ended December 31, 2

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

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 syynohthese activities below.
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Cash Flows from Operating Activities

Following are our summarized cash flows from opegaactivities:

(In thousands) Three Months Ended December
2014 2013

Income from continuing operatiol $ 3,26t $ 2,351
Depreciation and amortizatic 1,64t 1,392
Deferred taxe 1,52: 89C
Stock compensation exper 12C 3
Change in operating assets and liabili (2,239 1,17¢
Impairment of asse 1,35¢ -
Gain from original investment in Drink Robt (577) -
Other (10) 13
$ 509: $ 5,83(

Cash Flows from Investing Activities

Following are our summarized cash flows from invegsactivities:

(In thousands) Three Months Ended December
2014 2013
Additions to property and equipme $ (792 $ (5,619
Acquisition of development rights in New York buiid - (5,325
Additions of businesses, net of cash acquired (200) (500
$ (992) $ (11,439

Following is a reconciliation of our additionsgooperty and equipment for the quarters ended DbeefSil, 2014 and 2013:

(in thousands) Three Months Ended December
2014 2013
Acquisition of real estat $ 74 % 1,231
Purchase of aircraft and upgrac - 4,29:
Capital expenditures funded by d - (4,349
New capital expenditure in new clu 59C 4,07¢
Maintenance capital expenditures 12¢ 35¢
Total capital expenditures in consolidated statdroénash flows $ 79z $ 5,61%

Cash Flows from Financing Activities

Following are our summarized cash flows from finagactivities:

(In thousands) Three Months Ended December
2014 2013
Proceeds from lor-term debi $ 4951 $ 7,02¢
Payments on lor-term debt (4,717 (1,767)
Purchase of treasury sto (2,085 -
Distribution of noncontrolling interests (54) (54)
$ (893 $ 5,20/

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

(In thousands) Three Months Ended December
2014 2013
Operating activitie! $ 509 $ 5,83(
Investing activities (992 (11,439
Financing activities (899) 5,20/
Net increase (decrease) in ci $ 3,200 $ (404)
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Other than the potential loss of the Patron Taxassith the State of Texas and the ongoing laheiiligation in the state of New York (see
Note 11 of Notes to Consolidated Financial States)ewe are not aware of any other event or treatwould potentially affect liquidity. |

the event such a trend develops, we believe oukingcapital and capital expenditure requiremeritshe adequately met by cash flows
from operations. We also believe that, in thenéwé loss of the Patron Tax issue, the State ag$evould waive any penalties and allow us
to pay out any liability over a reasonable amodrinoe. In our opinion, working capital is notrae indicator of our financial status.
Typically, businesses in our industry carry curi@tilities in excess of current assets becausékases in our industry receive substantially
immediate payment for sales, with nominal receigaplvhile inventories and other current liabilittesmally carry longer payment terms.
Vendors and purveyors often remain flexible witlympant terms, providing businesses in our indusiith wpportunities to adjust to short-
term business down turns. We consider the primaticators of financial status to be the long-teremd of revenue growth, the mix of sales
revenues, overall cash flow, profitability from ogtons and the level of long-term debt.

The following table presents a summary of suchcaidirs for the quarters ended December 31:

Increase
2014 (Decrease 2013

Sales of alcoholic beverag $ 15,23¢ 30.£% $ 11,68¢
Sales of food and merchand 5,22¢ 52.6% 3,42:
Service Revenue 14,22 11.7% 12,73(
Other 1,79¢ 13.8% 1,581

Total Revenues $ 36,48 24.(% $ 29,42
Net cash provided by operating activit 5,092 -12. 1% 5,83(
Adjusted EBITDA* 9,72¢ 32.7% 7,33¢
Long-term debi 69,79: -20.4% 87,64

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

We have not established lines of credit or finaganther than the above mentioned notes payableoan@xisting debt. There can be
assurance that we will be able to obtain additidimnaincing on reasonable terms in the future, dlhtshould the need arise.

Share repurchase

On September 29, 2008, our Board of Directors ai#éd 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 additionaimfiBon worth of our common stock in the open madrke in privately negotiate
transactions. During May 2014, our Board of Direstincreased the repurchase authorization to $1omiDuring the quarter end
December 31, 2014, we purchased 109,616 sharesohon stock in the open market for an aggregateafcil,084,561. Under the Boai
authority, we have $7.8 million remaining to pursdadditional shares as of December 31, 2014.

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 reasoa&dims in the future, if at all, should the nedsea

We believe that the adult entertainment industandard of treating entertainers as independentractots 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 regqliineall states to convert dancers who are nowgaddent contractors into employees.

The sexually oriented business industry is highignpetitive 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 nareeognition and prestige within the marketplace.
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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 seasaubfs. Historically, we have experienced reduae@mues from April through Septem
with the strongest operating results occurringmy®ctober through March.

GROWTH STRATEGY

We believe that our nightclub operations can caito grow organically and through careful entrpimarkets and demographic segm
with high growth potential. Our growth strategy (&) to open new clubs after market analysis,dl@dquire existing clubs in locations that
consistent with our growth and income targets ahétiwappear receptive to the upscale club formwtahave developed, (c) to form jc
ventures or partnerships to reduce st@rtand operating costs, with us contributing eqintyghe form of our brand name 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 manpowew,aéind/or (f) to control the real estate in conioecwith club operations, although sa
clubs may be in leased premises.

During fiscal 2012, we acquired eleven existinghtdfub operations and two other licensed locationder development for a total cos
approximately $35.4 million, including real propedf approximately $7.6 million. These acquisitionsre funded primarily with cash
approximately $4.9 million, debt of $22 million amelal property debt of approximately $9.0 millickhese nightclub operations had t
revenues of approximately $18.5 million and $4.8iom and net income before taxes of approximayd 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 Octobe082.

During fiscal 2013, in addition to the real estatglained in the previous paragraph, we have aeduin existing licensed location
$3,000,000 ($1.5 million in cash and the balancermissory notes). This location was remodeled @mehed 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 estatihi®location.

In October 2013, the Company purchased 49 perdeatonrporation that operates the Dallas club “PHTatinum” and also acquired t
building and personal property. Total cost of tf@saction was $500,000. During fiscal 2013,ddition to the real estate explained in
previous paragraph, we have acquired an existaemded location for $3,000,000 ($1.5 million infcasd the balance in promissory not
This location was being remodeled and opened ir8B2Me also acquired the remaining 50% of an unapehe for $863,000 of comm
stock in May 2013. We also acquired another clut$®00,000 in cash. We previously had acquiredr¢la¢ estate for this location. We &
opened two bar/restaurants in 2013.

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

On October 30, 2014, a 51% owned subsidiary ofGbmpany (“Robust”acquired certain assets and liabilities of Robustrgy LLC fo
$200,000 in cash and 200,000 shares of its comrwak $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 drinkilligtr, targeting the on premises bar and mixerketar

We continue to evaluate opportunities to acquing nghtclubs 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 omiasce of our common stock, or both. Ti
can be no assurance that we will be able to olatdditional financing on reasonable terms in theriitif at all, should the need arise.
inability to obtain such additional financing couldve an adverse effect on our growth strategy.

In addition to their strong cash flow, the acqigsitof the Media Division has enabled us to crese marketing synergies with me

industry product suppliers and new national ads®mi opportunities. It also provides us with adufiil diversification of our revenue ¢
income streams while remaining within our core cetepcy.
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Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.

As of December 31, 2014, there were no materiahgds to the information provided in Item 7A of @empanys Annual Report on For
10-K for fiscal year ended September 30, 2014.

Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedu

Under the supervision and with the participatibthe Company’s senior management, including thengany’s chief executive officer and
chief financial officer, the Company conducted a&aleation of the effectiveness of the design aneraton of the Company’s disclosure
controls and procedures, as defined in Rules 18a}Hnd 15d-15(e) under the Securities ExchangeAt934, as amended (the “Exchange
Act”), as of the end of the period covered by thigrterly report (the “Evaluation Date”). In magithis assessment, management used the
criteria set forth by the Committee of Sponsoring&@izations of the Treadway Commission (“COSO") Internal Control—Integrated
Framework” (1992 version). Based on this evaluation, the @any’s chief executive officer and chief finanaiéficer concluded as of the
Evaluation Date that the Company’s disclosure @stand procedures were effective such that thanmdtion relating to the Company,
including consolidated subsidiaries, required taliselosed in the Company’s Securities and Exch&wamission (“SEC”) reports (i) is
recorded, processed, summarized and reported vithitime periods specified in SEC rules and foramnsl, (i) is accumulated and
communicated to the Company’s management, inclutiegcompany'’s chief executive officer and chiagficial officer, as appropriate to
allow timely decisions regarding required discl@sur

Changes in Internal Control Over Financial Repogtin

There have been no changes in the Comaimgernal control over financial reporting thatomed during the quarter ended Decembe
2014 that have materially affected or are reasgniddgly to materially affect the Company’s intetmantrol over financial reporting.

PART Il—OTHER INFORMATION
Item 1. Legal Proceedings.

See the “Legal Matters” section within Note 11 aftds to Consolidated Financial Statements withis Quarterly Report on Form 1Q-for
the requirements of this Item, which section iiporated herein by reference.

Item 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 resulighe three months ended December 31, 2014, there no material changes to
risk factors disclosed in the Company’s 2014 AnmRgport on Form 10-K. The risks described in thedal Report on Form 1B-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

During the quarter ended December 31, 2014, thep@asnissued 200,000 shares of common stock in ationewith the acquisition of
controlling interest in Drink Robust, Inc. The sdties sold qualified for exemption from registaatiunder Section 4(a)(2) of the Secur
Act of 1933 and the rules and regulations promelgahereunder. The sale of securities did not veva “public offering”based upon t
following factors: (i) the sales of the securitigere isolated private transactions; (ii) a limitedmber of securities were issued to a lirr
number of offerees; (iii) there was no public si¢diton; (iv) the investment intent of the offereasd (v) the restriction on transferability
the securities issued.

On September 29, 2008, our Board of Directors aizbd us to repurchase up to $5 million worth of oammon stock in the open marl
As of April 2013, we completed the repurchase b$&lmillion in stock authorized under this plam @pril 25, 2013, our Board of Directc
authorized us to repurchase up to an additionaimfiBon worth of our common stock in the open madrke in privately negotiate
transactions. During May 2014, our Board of Direstincreased the repurchase authorization to $1llomiDuring the quarter end
December 31, 2014, we purchased 109,616 sharesyofion stock in the open market for an aggregateatdl,084,561. Under the Boat
authority, we have $7.8 million remaining to pursbadditional shares as of December 31, 2014.
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Following is a summary of our purchases by month:

(in thousands, except per share data)

Period: €) (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 Announcec Under the
Units) Plans ol Plans ol
Month Ending Purchase! per Share (2 Programs(1 Programs
Oci-14 - % 8,84¢
Nov-14 43 3 8,40¢
Dec-14 67 $ 7,764
Total for the three months ended Dec. 31, Z 11C

(1) All shares were purchased pursuant to the repuegblas approved in May 2014, as described ak

(2) Prices include any commissions and transactiorsc

Iltem 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 adoptesiamt to Section 302 of the Sarbanes-Oxley AcD622

Exhibit 32.1 —Certification of Chief Executive Officer and Chiefnancial Officer of RCI Hospitality Holdings, Inpursuant to Section 9

of the Sarbanes-Oxley Act of 2002 and Section X858 U.S.C. 63.
101.INS

XBRL Instance Document.

101.SCH

XBRL Taxonomy Extension Schema Document.

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Docue
101.DEF

XBRL Taxonomy Extension Definition Linkbase Docurhen
101.LAB

XBRL Taxonomy Extension Label Linkbase Document.
101.PRE

XBRL Taxonomy Extension Presentation Linkbase Doenin
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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: February 9, 2015 By: /sl Eric S. Langal
Eric S. Langat
Chief Executive Officer and Preside

Date: February 9, 2015 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal Accountingfioér
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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: February 9, 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: February 9, 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
December 31, 2014 as filed with the Securitiesxethange Commission on the date hereof (the “R8pthie undersigned Chief Executive
Officer and Chief Financial Officer of the Compawgrtify, pursuant to 18 U.S.C. § 1350, as adopteduant to § 906 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
February 9, 201

/s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Office
February 9, 201

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.




