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Dear investors,

For the first quarter 2025, Ace River Capital Partners, L.P. (the “Fund”) returned -14.37%. Over the
same period, the S&P 500 (SPX) and Russel 2000 (RTY) Indexes returned -4.3% and -9.5%,
respectively.

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. I will not
spend much time on a company if I 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 I 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.

5/5/2025

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.

The company announced the acquisition of Platinum West Gentlemen’s Club in West Columbia,
South Carolina on 4/8/25. The purchase price totaled $8.0 million with $5.5 million cash and $2.5
million seller financing at 7%. This is the second club addition of the year and fits all the standard
criteria of the “Back to Basics’ Capital Allocation Plan” the company has committed to. The
company plans to utilize 40% of free cash flow to grow with club acquisitions and the remaining
funds will go towards share buybacks, debt reduction, or dividends.
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Capital Allocation Strategy
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Deducting the price of the real estate and then dividing the purchase price by 5 we can get a
baseline for the additional revenue per acquisition. Based on the target acquisition price of 3-5x
EBITDA we can expect this acquisition to add $1.25MM/year EBITDA. ($8MM -$1.75MM for real
estate = $6.25MM/5 max EBITDA multiple = $1.25MM EBITDA expected.) This $1.25MM would
be if they paid the full 5x multiple and also if they are unable to find cost savings and other added
efficiencies after taking over operations. I would guess the actual number will be closer to $2MM
or $.22/share with the current 9MM shares outstanding. Using the stock’s five-year average
EV/EBITDA multiple of 13.74 we get a rough value of $3.02/share for this acquisition. With 500
more like it out there and limited potential buyers, the company stock price can compound for a
long time with this roll-up strategy. I expect they will have more opportunities at attractive prices
during a recession.
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The company has repurchased over 400,000 shares in 2024 alone at the average price per share of
$46.55. Given the current price of $39.98 we can expect management to be more aggressive,
resulting in better value for shareholders in the future.

RICK also announced the success of beta testing for their OnlyFans type social media site
Favoritely.com. The site was beta tested in a small number of clubs and will now be added to 15
more clubs with positive metrics on page views, subscriptions, creator accounts and customer
spending. RCI has a unique offering with Favoritely.com where the site / club relationship can act
as a flywheel with the site bringing in more performers and customers to the clubs and the clubs
bringing more customers to the site.
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The traction of the social media site and the potential upside has a large value to investors that is
not reflected in the stock price at this time in my opinion. RICK will continue to be the funds top
position.

Position Updates

Vox Royalty (VOXR) stands to benefit from the run up in gold price. The economic uncertainty
brought on by the US tariffs and resulting trade battles has contributed to a large increase in the
price of gold, up just under 40% on the year. With gold and silver dominating the producing assets
for Vox, this position has served as a hedge against the market. It has performed well during the
recent decline. It will continue to be in the top one or two positions for the fund.
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Marine Max (HZO) reported a strong quarter and made substantial share repurchases recently,
$12.4MM in Q2 alone. With the cyclical nature of this business, I will consider adding to this
position during the trough/recession phase of the business cycle it looks like we are approaching. I
expect this position not to produce much until we get to the expansion phase of the cycle.

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.

Confidentiality/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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