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Dear Partners & Friends,

For the fourth quarter 2024, Ace River Capital Partners, L.P. (the “Fund”) returned +8.79%. Over
the same period, the S&P 500 (SPX) and Russel 2000 (RTY) Indexes returned +7% and -2%,
respectively. With full year for the fund -14.53% vs 20% for S&P 500 and 11.5% for Russel 2000.

Strategy

My goal is to maintain a concentrated portfolio of small and micro-cap companies with unique
advantages and growth potential within their respective industries. The aim is to hold them for the
long term. I will be focused on companies that have tangible assets with a preference for unique
real estate such as special purpose licensed locations (RICK), waterfront property and marinas
(HZO), equity participation interest in mineral deposits and mining operations (VOXR). This
strategy will usually avoid companies that are involved in software, finance or insurance. Finding
such companies requires significant time and effort. Due to the scarcity of suitable opportunities,
constraints on time and resources, and opportunity costs, [ will take substantial positions in the
companies that meet my criteria and pass my risk/reward assessment. I do not subscribe to wide
diversification and only research and follow a limited number of companies deeply. [ will not
spend much time on a company if [ am unwilling to take a substantial position and have the
conviction to add to that position on weakness. This approach requires a lot of research and
patience. There will be long periods of inactivity with few trades, and [ will rarely hold more than 5
companies at a time. This strategy accepts short-term volatility in pursuit of higher, long-term, tax-
efficient compounding returns.

Top Position

The fund’s top position is RCI Hospitality (RICK). RICK is the only publicly traded owner of adult
nightclubs in the US. Currently they own 57 clubs across 13 states and an additional 14 sports-bar
restaurants with the “Bombshells” concept. With few municipalities issuing new adult
entertainment licenses these businesses function as local monopolies with excellent unit
economics. There are roughly 2200 clubs across the country and RICK estimates that 500 of
which would meet their criteria for acquisition. These clubs have limited potential buyers with
RICK establishing themselves as the buyer of choice for any club owners looking to sell. This
provides a long runway for growth.

RCI Hospitality recently announced a successful Beta rollout of Onlyfans like site
“Favoritely.com” (formally named AdmireMe). This site enables entertainers to directly message
their fans, sell them photos and videos, and unique to this platform - arrange to meet them in the
safety of licensed clubs.

“The mobile friendly site is free to sign-up. Users have to be at least 18 years old. They can then
follow and subscribe to as many entertainers as they like. Entertainers charge what they want.
Monthly subscriptions are currently running about $4-5. All major credit cards are accepted.
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The platform is also free to all professional entertainers in the adult club industry. Entertainers
keep 80% of their sales and receive bonuses for signing up new entertainers.

The site is a joint venture with an existing adult entertainment internet technology company.”
-1/16/25 Company press release.

The Favoritely.com asset may prove to be extremely profitable if the company can attract enough
users and entertainers for it to be an actual competitor to Onlyfans. [ believe this asset has the
potential to grow bigger than the existing company if managed effectively. There is also the
possibility that the company valuation changes if this tech asset becomes a bigger portion of the
market cap in the future. This could lead to multiple expansion in the years ahead.

The core nightclub business has returned to positive same store sales growth in the recent two
quarters. The company is sitting on over $30MM in cash and is in talks to make multiple
acquisitions. With the post pandemic inflated numbers behind us, I am confident club owners’
expectations for sale prices will better reflect the prices RCI Hospitality will be willing to pay. The
company estimates that there are 440 more investible clubs across the country.

Nightclub Acquisition Track Record

+ $267M of acquisitions (clubs and their related real estate) since FY16 Est. Number of Licensed Adult Nightclubs in US
+ Track record of:
— Staying disciplined on price

) . ) ) . RICK
— Improving operations and financial performance consistent with our 57

goals
— Deploying larger amounts of capital as we've grown

Target
Market
~ 440

* More runway for club acquisitions

« Can't predict the size/timing of deals, but we believe our goal of $6M/yr
of acquired EBITDA is achievable on a 5-year average basis

Rest of
Market
~1,500

-Slide from earnings call presentation 12/16/24
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The back-to-basics management plan to focus on club acquisitions and share buybacks is aligned
with my long-term thesis so this holding will remain the largest of the fund.

FY25-29 Plan Detail

Bombshells

Club
Acquisitions

Buybacks &

Dividends

)

-Slide from earnings call presentation 12/16/24

Position Updates

» Core business with 35%+ margins, high barriers to entry, steady and significant cash flow
» Targeting low-single-digit SSS growth, consistent with historic levels
« Evaluating every location in our portfolio and will rebrand, reformat or divest underperforming locations

« Finish three units currently under development
+ Targeting 15% EBIT margins and a return to SSS growth

« Targeting $6M of acquired EBITDA/yr — focusing on the best clubs, base hits with occasional home runs
« Target valuation — 3-5x EBITDA for the club and fair market value for the real estate

+ Typical financing — 25% cash on hand, 75% bank financing and seller notes

« Target 100% cash on cash return in 3-5 years

» We plan to buy back a significant amount of stock, if the price is right
* Regular buybacks, with the ability to flex up when the stock is cheap
» Planning small dividend increases annually

Vox Royalty (VOXR) has increased cashflow 55% year over year for Q3 and 82% for the first three
fiscal quarters ending September 2024 vs the same period in 2023. The company has recently
received the first revenues from its Castle Hill and Bulong gold royalties and expects the Otto Bore
royalty to begin in Q1 2025. Estimates for these three royalties alone should be between $3-4
million per year adding 30% to the current $12 million of revenues. The company still has another
10 royalties expected to begin production by 2028.

Ace River Capital | Nick@AceRiverCapital.com | Q4 2024

1/23/2025




A\
SS
ACE RIVER

—— CAPITAL —

[VOX|ROYALTY
Organic Revenue Growth

Revenue growth expectations driven by expansions and new mines coming online

Royalty Receipts (sM) Projects Esti:;l::e:;:ezoza or later

Estimated Near-Term Projects South Railroad
Bulong (+2024) Sulphur Springs
Castle Hill (v2024)

Plutonic East Goldlund
Cardinia Bowdens
Mt Ida
Expansions Puzzle N_orth
Red Hill

Wonmunna >5Mtpa
Binduli North heap leach

$12.3M
$9.7M
$3.6M
7

» . R
2020 ° 2021 2022 ° 2023 1-3Years 3 -5VYears
Source: Public filings and guidance of operators and Vox management estimates
Note (#): Source: Actuals, Royalty Receipts ($M) Additional organic growth and future revenue
+): il fi
Note (+): Estimated potential future royalty receipts beyond the date of this based on Vox analysis of potentlal from 40 exploratlon-stage royalties -

broker guidance and operator guidance

Marine Max (HZO) has been pushed by an activist investor to review the possibility of breaking up
parts of the company. I believe marinas to be the most interesting part of the business and would
be less interested in the retail business if the assets were broken up into multiple companies. My
capital will follow the real estate.

Fund Positions - In Order of Portfolio Weight

RICK, VOXR, HZO, DSHK

Thank you for reading. Please reach out for any reason.
Nicholas D’Agnillo

Nick@AceRiverCapital.com
401-499-3935
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IMPORTANT DISCLOSURES

In General: This letter is for informational purposes only and is intended to provide an overview of the
investment strategy and performance of Ace River Capital Partners, L.P. The contents of this letter should not
be construed as investment, legal, tax, or other professional advice.

No Offer to Purchase or Sell Securities: This letter does not constitute an offer to sell or a solicitation of an
offer to purchase any security or investment product. Any such offer or solicitation may only be made by
means of delivery of a confidential private offering memorandum.

No Tax, Legal, Accounting or Investment Advice: The contents of this letter are not intended to be, and
should not be construed as, tax, legal, accounting or investment advice. Prospective investors should consult
with their own advisors as to the tax, legal, accounting or investment consequences of an investment in any
product described in this letter.

Performance Information: The performance information provided in this letter is based on internal
calculations and is subject to revision. Performance results may vary depending on the timing of investments
and disinvestments, as well as other market conditions.

Past Performance: Past performance is not a guarantee of future results. Different types of investments
involve varying degrees of risk, and there can be no assurance that any specific investment will either be
suitable or profitable for an investor’s portfolio.

Risk of Loss: All investments involve risk and there can be no assurance that any investment strategy will be
successful. The value of an investment may fluctuate, and an investor may not get back the amount invested.
Changes in economic, political or other market conditions, as well as issuer-specific events, may have a
material impact on the value of a security or a portfolio.

Portfolio Guidelines/Construction: The portfolio construction and investment guidelines for Ace River
Capital Partners, L.P. are based on a proprietary investment process that seeks to identify undervalued
securities and maximize returns while minimizing risk. The portfolio is actively managed and may be
changed at any time without notice to reflect changes in market conditions or the manager’s assessment of
individual security or market prospects.

Index Performance: The performance information provided in this letter may be compared to a benchmark
index for purposes of illustration. The benchmark index is not intended to represent the performance of any
investment product and does not reflect the expenses associated with the management of an actual portfolio.

Logos, Trade Names, Trademarks and Copyrights: All logos, trade names, trademarks, and copyrights
referred to in this letter are the property of their respective owners.

Conlfidentiality/Distribution of the Letter: The information contained in this letter has been obtained from
sources believed to be reliable, but its accuracy is not guaranteed. This letter and its contents are confidential
and intended solely for the recipient. It may not be reproduced or redistributed without the prior consent of
Ace River Capital Partners, L.P."
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