
 

 UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
 

Form 10-Q

(Mark One)  
þ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

 For the quarterly period ended June 30, 2017
or

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
 For the transition period from         to

 Commission File No. 1-32583

 FULL HOUSE RESORTS, INC.
(Exact name of registrant as specified in its charter)  

Delaware
(State or other jurisdiction

of incorporation or organization)  

13-3391527
(I.R.S. Employer

Identification No.)
   

One Summerlin, 1980 Festival Plaza Drive, Suite 680
Las Vegas, Nevada

(Address of principal executive offices)  
89135

(Zip Code)
(702) 221-7800

(Registrant’s telephone number, including area code)
 

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes þ   No o
 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). Yes þ    No o
 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company or emerging growth
company. See definition of “large accelerated filer,” “accelerated filer”, “small reporting company” and "emerging growth company" in Rule 12b-2 of the Exchange Act.
(Check one):

Large Accelerated Filer o Accelerated Filer o
Non Accelerated Filer o (Do not check if a smaller reporting company)  Smaller reporting company þ
Emerging growth company o  
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) of the Exchange Act: Yes  ☐  No  ☐ 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes o    No þ
 
As of August 11, 2017, there were 22,890,823 shares of Common Stock, $0.0001 par value per share, outstanding.

 

1



 

 
FULL HOUSE RESORTS, INC. AND SUBSIDIARIES

FORM 10-Q
INDEX

 

   Page
PART I. Financial Information   
Item 1. Financial Statements (Unaudited)  3
 Consolidated Statements of Operations  3
 Consolidated Balance Sheets  4
 Consolidated Statement of Stockholders’ Equity  5
 Consolidated Statements of Cash Flows  6
 Condensed Notes to Consolidated Financial Statements  7
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations  17
Item 3. Quantitative and Qualitative Disclosures about Market Risk  28
Item 4. Controls and Procedures  28
    
PART II. Other Information   
Item 1. Legal Proceedings  29
Item 1A. Risk Factors  29
Item 6. Exhibits  30
    
Signatures  31

2



 

PART I – FINANCIAL INFORMATION

 
Item 1. Financial Statements

 

FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)
(In thousands, except per share data)     

 
Three Months Ended 

 June 30,  
Six Months Ended 

 June 30,
 2017  2016  2017  2016
Revenues        

Casino $ 35,787  $ 31,019  $ 71,693  $ 60,126
Food and beverage 8,100  6,928  15,999  13,157
Hotel 2,237  2,161  4,315  4,126
Other operations 1,243  1,103  2,017  1,842

Gross revenues 47,367  41,211  94,024  79,251
Less promotional allowances (7,246)  (6,652)  (14,283)  (12,708)
Net revenues 40,121  34,559  79,741  66,543
Operating costs and expenses        

Casino 18,874  15,844  37,454  30,530
Food and beverage 3,160  2,308  6,132  4,274
Hotel 276  268  478  471
Other operations 571  459  851  762
Selling, general and administrative 13,728  12,444  26,812  23,760
Project development, acquisition costs and other 39  485  184  772
Depreciation and amortization 2,138  1,899  4,235  3,591

 38,786  33,707  76,146  64,160
Operating income 1,335  852  3,595  2,383
Other (expense) income        

Interest expense (2,707)  (2,230)  (5,386)  (3,992)
Debt modification costs —  (601)  —  (601)
Adjustment to fair value of warrants and other 32  (241)  32  (241)

 (2,675) (3,072) (5,354)  (4,834)
Loss before income taxes (1,340)  (2,220)  (1,759)  (2,451)

Provision for income taxes 184  180  368  280
Net loss $ (1,524)  $ (2,400)  $ (2,127)  $ (2,731)

        

Basic and diluted loss per share $ (0.07)  $ (0.12)  $ (0.09)  $ (0.14)

Basic and diluted weighted average number of common shares outstanding 22,876  19,668  22,871  19,654
 
See condensed notes to consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

 
June 30, 

2017  
December 31, 

2016
 (Unaudited)   
ASSETS    
Current assets    

Cash and equivalents $ 22,001  $ 27,038
Accounts receivable, net of collection allowance of $83 and $53 1,198  1,909
Inventories 1,549  1,329
Prepaid expenses 4,574  2,809

 29,322  33,085
Property and equipment, net 113,335  111,465
Other long-term assets    

Goodwill 21,286  21,286
Intangible assets, net of accumulated amortization of $7,748 and $7,732 10,950  10,966
Deposits and other 749  404

 32,985  32,656
 $ 175,642  $ 177,206

LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities    

Accounts payable $ 5,060  $ 4,910
Accrued payroll and other 11,070  11,122
Current portion of long-term debt 2,250  1,688
Current portion of capital lease obligation 419  419

 18,799  18,139
    

Common stock warrant liability and other long-term obligations 1,294  1,117
Deferred taxes 2,274  1,907
Long-term debt, net of current portion 93,560  94,246
Capital lease obligation, net of current portion 5,094  5,318
 121,021  120,727
Commitments and contingencies (Notes 5 and 7)  
Stockholders’ equity    

Common stock, $0.0001 par value, 100,000,000 shares authorized; 24,247,418 and 24,221,558 shares issued and
22,890,823 and 22,864,963 shares outstanding 2  2

Additional paid-in capital
51,540  51,271

Treasury stock, 1,356,595 common shares (1,654 )  (1,654 )
Retained earnings 4,733  6,860

 54,621  56,479
 $ 175,642  $ 177,206
See condensed notes to consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY (Unaudited)
(In thousands)
  Common stock    Treasury stock     

  Shares  Dollars  
Additional Paid-

in Capital  Shares  Dollars  
Retained
Earnings  

Total Stockholders'
Equity

Balance, January 1, 2017  24,221  $ 2  $ 51,271  1,357  $ (1,654)  $ 6,860  $ 56,479
Share-based
compensation  26  —  269  —  —  —  269
Net loss  —  —  —  —  —  (2,127)  (2,127 )

Balance, June 30, 2017  24,247  $ 2  $ 51,540  1,357  $ (1,654)  $ 4,733  $ 54,621
 
See condensed notes to consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
(In thousands)    

 
Six Months Ended 

 June 30,
 2017  2016
Cash flows from operating activities:    

Net loss $ (2,127)  $ (2,731)
Adjustments to reconcile net loss to net cash provided by operating activities:    

Depreciation and amortization 4,235  3,591
Amortization of debt issuance and warrant costs 439  639
(Gain) loss on disposal of assets (14)  76
Share-based compensation 269  220
Change in value of stock warrants (30)  241
Increases and decreases in operating assets and liabilities:    

Accounts receivable, net 711  (252)
Prepaid expenses, inventories and other (1,985)  (1,600)
Deferred taxes 367  282
Accounts payable and accrued expenses 458  1,407

Net cash provided by operating activities 2,323  1,873
Cash flows from investing activities:    
Acquisition of Bronco Billy's, net of cash acquired —  (28,394)
Purchase of property and equipment (6,252)  (876)
Restricted cash —  569
Refunded deposits and other, net (40)  2,604

Net cash used in investing activities (6,292)  (26,097)
Cash flows from financing activities:    
Repayment of First Lien Term Loan (563)  (1,000)
Repayment of Revolving Loan —  (2,000)
Second Lien Term Loan borrowings —  35,000
Repayment of capital lease obligation (224)  (244)
Debt issuance costs and other (281)  (1,467)

Net cash (used in) provided by financing activities (1,068)  30,289
    

Net (decrease) increase in cash and equivalents (5,037)  6,065
Cash and equivalents, beginning of period 27,038  14,574
Cash and equivalents, end of period $ 22,001  $ 20,639

    

SUPPLEMENTAL CASH FLOW INFORMATION:    
Cash paid for interest $ 4,871  $ 3,296

NON-CASH INVESTING AND FINANCING ACTIVITIES:    
Accounts payable related capital expenditures $ 1,100  $ 273

Issuance of stock warrants $ —  $ 574

    

 
See condensed notes to consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
 

1. ORGANIZATION
 
Organization. Formed as a Delaware corporation in 1987, Full House Resorts, Inc. owns, leases, operates, develops, manages, and/or invests in casinos and related hospitality
and entertainment facilities. References in this document to "Full House", the "Company", “we”, “our”, or “us” refer to Full House Resorts, Inc. and its subsidiaries, except
where stated or the context otherwise indicates.

We currently operate five casinos, four are part of real estate that we own and one is located within a hotel owned by a third party. The following identifies the properties along
with their dates of acquisition and locations:

Property  
Acquisition

Date  Location
Silver Slipper Casino and Hotel  2012  Hancock County, MS (near New Orleans)
Bronco Billy's Hotel and Casino  2016  Cripple Creek, CO (near Colorado Springs)
Rising Star Casino Resort  2011  Rising Sun, IN (near Cincinnati)
Stockman’s Casino  2007  Fallon, NV (one hour east of Reno)
Grand Lodge Casino (leased and part of the Hyatt Regency Lake Tahoe Resort)  2011  Incline Village, NV (North Shore of Lake Tahoe)

We manage our casinos based on geographic regions within the United States. See Note 9 for further information.
 

2. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
 
Basis of Presentation. As permitted by the rules and regulations of the Securities and Exchange Commission, certain information and footnote disclosures normally included in
financial statements prepared in accordance with generally accepted accounting principles in the United States of America (“GAAP”) have been condensed or omitted. These
consolidated financial statements should be read in conjunction with the Company’s 2016 annual consolidated financial statements and notes thereto included in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2016.

The interim consolidated financial statements of the Company included herein reflect all adjustments (consisting of normal recurring adjustments) that are, in the opinion of
management, necessary to present fairly the financial position and results of operations for the interim periods presented. The results of operations for the interim periods are not
necessarily indicative of the results that may be expected for the entire year.

The consolidated financial statements include the accounts of Full House and its wholly-owned subsidiaries. All material intercompany accounts and transactions have been
eliminated in consolidation.

Fair Value and the Fair Value Input Hierarchy. Fair value measurements affect our accounting for net assets acquired in acquisition transactions and certain financial assets
and liabilities such as our common stock warrant liability. Our periodic assessments of long-lived tangible and intangible assets for possible impairment, including for property
and equipment, goodwill, and other intangible assets, may also be affected by fair value measurements. Fair value is defined as the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement date and is measured according to a hierarchy that includes: “Level 1”
inputs, such as quoted prices in an active market for identical assets or liabilities; “Level 2” inputs, which are observable inputs for similar assets; or “Level 3” inputs, which are
unobservable inputs.

The Company utilizes Level 3 inputs when measuring the fair value of net assets acquired in business combination transactions, subsequent assessments for impairment, and all
financial instruments, including but not limited to the estimated fair value of common stock warrants at issuance and for recurring changes in the related warrant liability (see
Note 5).

Income Taxes. For interim income tax reporting, it was determined that the Company's annual effective tax rate could not be reasonably estimated at the present time. As a
result, the actual year-to-date effective tax rate was used to determine the tax expense incurred during the three and six months ended June 30, 2017 and 2016.
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Effective January 1, 2017, the Company adopted Accounting Standards Update ("ASU") No. 2015-17, “Balance Sheet Classification of Deferred Taxes,” (“ASU 2015-17”)
issued by the Financial Accounting Standards Board.  This update requires that deferred tax liabilities and assets, along with any related valuation allowance, be classified as
non-current in a classified statement of financial position. The update allows for retrospective application. Accordingly, as of December 31, 2016, we reclassified the current
portion of deferred tax assets of $42,000 and the current portion of deferred tax liabilities of $723,000, to non-current deferred tax liabilities.

Reclassifications. Certain minor reclassifications have been made to prior-period amounts to conform to the current-period presentation. Such reclassifications had no effect on
the previously reported net loss or retained earnings.

Earnings (Loss) Per Share. Earnings (loss) per share is computed by dividing net income (loss) applicable to common stock by the weighted average number of common
shares outstanding during the period. Diluted earnings per share reflects the additional dilution for all potentially-dilutive securities, including common stock options and
warrants, using the treasury stock method.

For the three and six months ended June 30, 2017 and 2016, we recorded a net loss. Accordingly, all potentially dilutive securities, totaling 3,544,508 and 1,563,834 shares,
were excluded from the loss per share computation, as their effect would be anti-dilutive.

In November 2016, the Company completed a rights offering to existing common stockholders. Because the rights issue was offered to all existing stockholders at an exercise
price that was less than the fair value of the stock, the weighted average shares outstanding and basic and diluted earnings per share were adjusted retroactively to reflect the
bonus element of the rights offering for all periods presented. As a result, the Company retroactively adjusted the basic and diluted weighted average number of common shares
outstanding from 18,997,397 to 19,667,815 for the three months ended June 30, 2016, and from 18,983,319 to 19,653,668 for the six months ended June 30, 2016.

Recently Issued Accounting Standards Not Yet Adopted. As more fully explained in the notes to the Company's 2016 annual consolidated financial statements included in
the Company's Annual Report on Form 10-K for the year ended December 31, 2016, there are accounting standards not yet effective which may have a material effect on our
financial statements, including ASU 2016-02 relating to the accounting for leases as a lessee and ASU 2014-09 (as amended) relating to revenue recognition and presentation.
These updates will be effective for annual reporting periods beginning after December 15, 2018 and 2017, respectively. Management is currently assessing the impact that
adoption of the lease accounting changes will have on its consolidated financial statements and footnote disclosures. As a result of the new revenue standard, revenues will be
presented net of the retail value of goods and services provided to customers on a complimentary basis.

Management believes that there are no other recently issued accounting standards not yet effective that are currently likely to have a material impact on our financial statements.
 

3. PROPERTY AND EQUIPMENT

 Property and equipment, including capital lease assets, consists of the following:

(In thousands)
June 30, 

2017  
December 31, 

2016
 (Unaudited)   
Land and improvements $ 14,598  $ 14,548
Buildings and improvements 103,732  102,410
Furniture and equipment 39,863  37,312
Construction in progress 2,952  868
 161,145  155,138
Less accumulated depreciation and amortization (47,810 )  (43,673 )
 $ 113,335  $ 111,465
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4. ACQUISITION

On May 13, 2016, we completed our acquisition of Bronco Billy's Casino and Hotel for consideration of $31.1 million. The results of operations of Bronco Billy's are included
in our consolidated financial statements from the date of acquisition. The acquisition was financed primarily through a $35 million increase in our Second Lien Credit Facility
(see Note 5). During the fourth quarter of 2016, we completed our valuation analysis of the acquired net assets.

The following unaudited pro forma consolidated statement of operations for the Company includes the results of Bronco Billy's as if the acquisition and related financing
transactions occurred on January 1, 2016. The pro forma financial information does not necessarily represent the results that might have actually occurred or may occur in the
future. The pro forma amounts include the historical operating results of Full House and Bronco Billy's prior to the acquisition, adjusted only for matters directly attributable to
the acquisition, which primarily include interest expense related to the Second Lien Credit Facility. The pro forma results also reflect adjustments for the impact of depreciation
and amortization expense based on the estimated fair value of property and equipment acquired, tax expense, and the removal of non-recurring expenses directly attributable to
the transaction of $1.0 million and $1.1 million for the three and six months ended June 30, 2016, respectively. The pro forma results do not include any anticipated synergies or
other expected benefits from the acquisition.

Pro Forma Consolidated Statement of Operations   
(In thousands except per share data, unaudited)   

 
For the Three Months
Ended June 30, 2016  

For the Six Months Ended
June 30, 2016

Net revenues $ 37,648  $ 75,596
Net loss (2,167 )  (3,565 )
Basic and diluted loss per share (0.11 )  (0.18 )

 

5. LONG-TERM DEBT, CAPITAL LEASE AND COMMON STOCK WARRANT LIABILITY
 
Long-Term Debt

Long-term debt, related discounts and issuance costs consists of the following:

(In thousands) June 30, 2017
 (unaudited)

 Outstanding Principal  Unamortized Discount  
Unamortized Debt

Issuance Costs  
Long-term
Debt, Net

First Lien Term Loan $ 42,750  $ —  $ (436 )  $ 42,314
Revolving Loan —  —  —  —
Second Lien Term Loan 55,000  (388 )  (1,116 )  53,496
 97,750  (388 )  (1,552 )  95,810
Less current portion (2,250 )  —  —  (2,250 )
 $ 95,500  $ (388 )  $ (1,552 )  $ 93,560
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(In thousands) December 31, 2016

 Outstanding Principal  Unamortized Discount  
Unamortized Debt

Issuance Costs  
Long-term
Debt, Net

First Lien Term Loan $ 43,312  $ —  $ (561 )  $ 42,751
Revolving Loan —  —  —  —
Second Lien Term Loan 55,000  (469 )  (1,348 )  53,183
 98,312  (469 )  (1,909 )  95,934
Less current portion (1,688 )  —  —  (1,688 )
 $ 96,624  $ (469 )  $ (1,909 )  $ 94,246

The First and Second Lien Credit Facilities are secured by substantially all of our assets and our wholly-owned subsidiaries guarantee our obligations under the
agreements.  The Second Lien Credit Facility is subordinate to the lien of the First Lien Credit Facility.

First Lien Credit Facility. The First Lien Credit Facility, which includes a First Lien Term Loan of $45 million and Revolving Loan of $2 million, matures in May 2019 and
requires monthly interest-only payments and quarterly principal payments of $562,500 until May 2018, with such quarterly principal payments increasing to $843,750 through
maturity.

The interest rate of the First Lien Credit Facility is based on the greater of the elected London Interbank Offered Rate (“LIBOR”) (as defined) or 1.0%, plus a margin rate of
4.25%. The margin rate increased to 4.25% from 3.75% beginning in May 2017. There is no prepayment premium or interest rate cap associated with this facility.

Second Lien Credit Facility. The Second Lien Credit Facility is a $55 million term loan and matures on the earlier of (i) May 13, 2022, or (ii) six months following the
maturity date of the First Lien Credit Facility. Given that the First Lien Credit Facility currently matures in May 2019, the current maturity date of the Second Lien Credit
Facility is November 2019. Interest is currently payable monthly at a rate of 13.5% (and may vary between 12.5% and 13.5%, depending on the total leverage of the Company),
and there are no quarterly principal payment requirements as all principal is due at maturity. The prepayment premium is 3% of the total principal amount until May 13, 2017,
2% until May 13, 2018, 1% until May 13, 2019, and no prepayment premium thereafter.

Covenants. The First and Second Lien Credit Facilities contain customary representations and warranties, events of default, and positive and negative covenants. We are also
required to make capital expenditures of at least 1.425%, and no more than 5.25%, of our prior-year revenues, excluding capital expenditures made from any sale of our equity
securities.

The First Lien and Second Lien Credit Facilities require that we maintain specified financial covenants, including a total leverage ratio, a first lien leverage ratio, and a fixed
charge coverage ratio, all of which measure Adjusted EBITDA against outstanding debt and fixed charges (as defined in the agreements). Adjusted EBITDA includes results for
Bronco Billy's as if it were owned for the entire measurement period. These financial covenant ratios are currently defined as follows:

First Lien Credit Facility  
 
 
Applicable Period  

Maximum
Total Leverage

Ratio  

Maximum
First Lien Leverage

Ratio  
March 31, 2017 through and including September 29, 2017  5.875x  2.625x  
September 30, 2017 through and including March 30, 2018  5.750x  2.500x  
March 31, 2018 through and including September 29, 2018  5.625x  2.375x  
September 30, 2018 through and including March 30, 2019  5.375x  2.250x  
March 31, 2019 and thereafter  5.250x  2.125x  

Additionally, the Fixed Charge Coverage Ratio as of the last day of any fiscal quarter shall not be less than 1.10x.
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Second Lien Credit Facility  
 
 
Applicable Period  

Maximum
Total Leverage

Ratio  

Maximum
First Lien Leverage

Ratio  
March 31, 2017 through and including September 29, 2017  6.125x  2.875x  
September 30, 2017 through and including March 30, 2018  6.000x  2.750x  
March 31, 2018 through and including September 29, 2018  5.875x  2.625x  
September 30, 2018 through and including March 30, 2019  5.625x  2.500x  
March 31, 2019 through and including September 29, 2019  5.500x  2.375x  
September 30, 2019 and thereafter  5.250x  2.250x  

Additionally, the Fixed Charge Coverage Ratio as of the last day of any fiscal quarter shall not be less than 1.0x.

We were in compliance with our covenants as of June 30, 2017; however, there can be no assurances that we will remain in compliance with all covenants in the future and/or
that we would be successful in obtaining waivers or modifications in the event of noncompliance.

Capital Lease

Our Indiana subsidiary, Gaming Entertainment (Indiana) LLC, leases a 104-room hotel at Rising Star Casino Resort. At any time during the lease term, we have the option to
purchase the hotel at a price based upon the project’s actual cost of $7.7 million, reduced by the cumulative principal payments made by the Company during the lease term.  At
June 30, 2017, such net amount was $5.5 million. Upon expiration of the lease term, (i) the Landlord has the right to sell the hotel to us, and (ii) we have the option to purchase
the hotel.  In either case, the purchase price is $1 plus closing costs. 

On March 16, 2016, the hotel lease agreement was amended to extend the payment terms of the lease. The amendment included, among other items, a covenant that the
Company make certain improvements to the Rising Star Casino Resort of at least $1 million by March 31, 2017. The Company satisfied this requirement during the first
quarter.

Common Stock Warrant Liability

As part of the Second Lien Credit Facility, on May 13, 2016, the Company granted the second lien lenders 1,006,568 warrants. The warrants have an exercise price of $1.67 and
expire May 13, 2026. The warrants also provide the second lien lenders with redemption rights, preemptive rights under certain circumstances to maintain their 5% ownership
interest in the Company, piggyback registration rights and mandatory registration rights after two years. The redemption rights allow the second lien lenders, at their option, to
require the Company to repurchase all or a portion of all of the warrants in the event of: (i) the maturity of the Second Lien Credit Facility, (ii) an acceleration pursuant to the
Second Lien Credit Facility, (iii) a refinancing, repayment or other transaction decreasing the aggregate principal amount of the Second Lien Credit Facility debt outstanding as
of May 13, 2016 by more than 50%, (iv) a liquidity event, as defined, or (v) the Company's insolvency. The repurchase value is the 21-day average price of the Company's stock
at the time of the event, as defined, net of the warrant exercise price. If the redemption rights are exercised, the repurchase amount is payable by the Company in cash or through
the issuance of an unsecured note with a four-year term and a minimum interest rate of 13.25%, as further defined. Although unsecured, the note would be guaranteed by the
Company's subsidiaries. Alternatively, the second lien lenders may choose to have the Company register and sell the shares related to the warrants through a public stock
offering.

We measure the fair value of the warrants at each reporting period. Due to the variable terms regarding the timing of the settlement of the warrants, the Company utilized a
"Monte Carlo" simulation approach to measure the fair value of the warrants. The simulation included certain estimates by Company management regarding the estimated
timing of the settlement of the warrants. Significant increases or decreases in those management estimates would result in a significantly higher or lower fair value
measurement. At June 30, 2017, the simulation included the following assumptions: an expected contractual term of 3.01 years, an expected stock price volatility rate of
48.50%, an expected dividend yield of 0%, and an expected risk-free interest rate of 1.62%. The common stock warrant liability at June 30, 2017 was $1.1 million.
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6. INCOME TAXES
 
The Company's effective income tax rate for the three and six months ended June 30, 2017 was (13.7)% and (20.9)%, respectively, compared to an effective income rate of
(8.2)% and (11.4)% in the prior-year periods. Our tax rate differs from the statutory rate of 34.0% primarily due to the effects of valuation allowances against net deferred tax
assets and certain permanent items for tax purposes.
 

7. COMMITMENTS AND CONTINGENCIES
 
Operating Leases
 
In addition to the following leases, we have less significant operating leases for certain office and warehouse facilities, office equipment, signage and land.

Silver Slipper Casino Land Lease through April 2058 and Options to Purchase. In 2004, our subsidiary, Silver Slipper Casino Venture, LLC, entered into a land lease with
Cure Land Company, LLC for approximately 31 acres of marshlands and a seven-acre parcel on which the Silver Slipper Casino and Hotel is situated. The land lease includes
base monthly payments of $77,500 plus contingent rents of 3% of monthly gross gaming revenue (as defined) in excess of $3.65 million.

The land lease also includes an exclusive option to purchase the leased land during the period from February 26, 2019 through October 1, 2027, for $15.5 million plus a seller
retained interest in Silver Slipper Casino and Hotel’s operations of 3% of net income (as defined), for ten years from the purchase date. In the event that we sell or transfer (i)
substantially all of the assets of Silver Slipper Casino Venture, LLC, or (ii) our membership interests in Silver Slipper Casino Venture, LLC in its entirety, the purchase price
will increase to $17.1 million plus the retained interest for ten years mentioned above.

Bronco Billy's Lease through January 2035 and Option to Purchase. Bronco Billy's leases certain parking lots and buildings, including a portion of the hotel and casino,
under a long-term lease. The lease term includes six renewal options in three-year increments to 2035. Bronco Billy's exercised its first renewal option through January 2020,
which increased the monthly rents from $18,500 to $25,000 for the first two years of the renewal period and $30,000 for the third year. The lease also contains a requirement for
Bronco Billy's to pay the property taxes and certain other costs associated with the leased property; and includes a $7.6 million purchase option exercisable at any time during
the lease and a right of first refusal.

Grand Lodge Casino Lease through August 2023.  Our subsidiary, Gaming Entertainment (Nevada), LLC, has a lease with Hyatt Equities L.L.C. ("Hyatt") to operate the
Grand Lodge Casino.  The lease is secured by the Company’s interests under the lease and property as defined and is subordinate to the liens in the First and Second Lien Credit
Facilities. Hyatt has an option, beginning January 1, 2019, to purchase our leasehold interest and related operating assets of the Grand Lodge Casino subject to assumption of
applicable liabilities. The option price is an amount equal to the Grand Lodge Casino’s positive working capital, plus Grand Lodge Casino’s earnings before interest, income
taxes, depreciation and amortization (“EBITDA”) for the twelve-month period preceding the acquisition (or pro-rated if less than twelve months remain on the lease), plus the
fair market value of the Grand Lodge Casino’s personal property. Monthly rent increased from $125,000 to $145,833 commencing on July 1, 2017, and will increase to
$166,667 commencing on January 1, 2018. As a condition of the lease, the Company was required to purchase new gaming devices and equipment or make other capital
expenditures at its sole cost and expense of up to $1.5 million and Hyatt was required to renovate the casino at its sole cost and expense of up to $3.5 million, with both parties
completing these renovations by June 30, 2017. The Company satisfied this requirement during the second quarter.

We also have an agreement with Hyatt for dedicated usage of certain hotel rooms and suites for use by our designated casino guests, which commenced on June 1, 2016. The
agreement includes monthly payments of $41,667, a six-month termination notification clause which may be exercised by either party, and a maturity date of August 31, 2023,
or earlier as set forth therein.

Corporate Office Lease. In August 2016, the Company executed a lease for 4,479 square feet of office space in Las Vegas, Nevada, replacing our existing office space lease
which expires in May 2018. The new lease terms include an expiration date of 7.6 years, approximately $0.2 million of annual rents and a tenant improvement allowance of
$0.2 million. The Company began occupying the new office space in June 2017.
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Litigation

On January 12, 2016, we filed an appellate brief in the U.S. Court of Appeals for the Fifth Circuit ("Fifth Circuit") with respect to our continuing litigation with the contractor of
our parking garage at the Silver Slipper Casino and Hotel. The garage was not built in accordance with the design plans and building codes, and the Company expended $1.6
million to repair certain construction defects. On August 31, 2016, oral arguments were heard in the Fifth Circuit and on January 6, 2017, the Fifth Circuit reversed the District
Court’s grant of summary judgment in favor of the contractor and remanded the case back to the District Court for trial.  On January 20, 2017, the contractor filed a petition for
rehearing in the Fifth Circuit, which was denied on February 7, 2017. The matter has now been set for jury trial commencing in September 2017. During March 2017, the
Company also filed a lawsuit against the contractor's insurance company.

We are party to a number of pending legal proceedings related to matters which occurred in the normal course of business.  Management does not expect that the outcome of
such proceedings, either individually or in the aggregate, will have a material effect on our financial position, cash flows or results of operations.
 

8. SHARE-BASED COMPENSATION
 
During the second quarter of 2017, our stockholders approved an amendment to the 2015 Equity Incentive Plan ("2015 Plan") that increased the number of shares of common
stock available for issuance under the 2015 Plan from 1,400,000 to 2,500,000. In addition to the increase in the number of authorized shares issuable under the 2015 Plan, the
amendment includes several "best practices" changes.

In May 2017, the Company issued 180,000 stock options under the 2015 Plan to various employees of the Company, all of which have an exercise price of $2.32. These stock
options all vest in equal amounts over the next three years. Additionally, the Company extended the employment agreement of Daniel R. Lee, the Company's President and
Chief Executive Officer, through November 2020 and simultaneously issued 240,000 stock options under the 2015 Plan to him with an exercise price of $2.32. Mr. Lee's
options will vest ratably on a monthly basis between December 1, 2018 and November 30, 2020 in conjunction with his amended employment agreement. In all cases, the
exercise price of the options reflects the Company's closing price on the date of grant.

As compensation for their annual service, the Company also issued to non-executive members of its Board of Directors: 59,990 stock options under the 2015 Plan with an
exercise price of $2.32 and a one-year vesting period; and 25,860 shares of common stock under the 2015 Plan which vested immediately.

As of June 30, 2017, we had 1,037,906 share-based awards authorized by shareholders and available for grant from the 2015 Plan.

The following table summarizes information related to our common stock options as of June 30, 2017:

 

Number
of Stock
Options  

Weighted
Average

Exercise Price
Options outstanding at January 1, 2017 2,057,950  $ 1.42

Granted 479,990  $ 2.32
Exercised —  n/a
Canceled/Forfeited —  n/a

Options outstanding at June 30, 2017 2,537,940  $ 1.59

Options exercisable at June 30, 2017 1,218,256  $ 1.39

We estimated the fair value of each stock option award on the grant date using the Black-Scholes valuation model. Option valuation models require the input of highly
subjective assumptions. Changes in assumptions used can materially affect the fair value estimate. Option valuation assumptions for the options granted during the six-month
period ended June 30, 2017 included: an expected volatility range between 43.6% and 44.8%, an expected dividend yield of 0%, an expected term of 4.9 to 6.2 years, and an
expected weighted-average risk-free rate of between 1.9% and 2.1%.

Share-based compensation expense totaled $176,000 and $164,000 for the three months ended June 30, 2017 and 2016, respectively, and $269,000 and $220,000 for the six
months ended June 30, 2017 and 2016, respectively. As of June 30, 2017, there was
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approximately $0.9 million of unrecognized compensation cost related to unvested stock options previously granted by the Company. This unrecognized compensation cost is
expected to be recognized over a weighted average period of 1.7 years.
 

9. SEGMENT REPORTING
 
We manage our casinos based on geographic regions within the United States. The casino/resort operations include four segments: Silver Slipper Casino and Hotel (Hancock
County, Mississippi); Rising Star Casino Resort (Rising Sun, Indiana); Bronco Billy's Casino and Hotel (Cripple Creek, Colorado); and the Northern Nevada segment,
consisting of Grand Lodge Casino (Incline Village, Nevada) and Stockman’s Casino (Fallon, Nevada). Bronco Billy's Casino and Hotel was acquired on May 13, 2016.

The Company's management utilizes Adjusted Property EBITDA as the primary profit measure for its segments. Adjusted Property EBITDA is a non-GAAP measure defined
as Adjusted EBITDA before corporate-related costs and expenses that are not allocated to each property. Adjusted EBITDA is a non-GAAP measure defined as earnings before
interest and other non-operating income (expense), taxes, depreciation and amortization, pre-opening expenses, impairment charges, asset write-offs, recoveries, gain (loss) from
asset disposals, project development and acquisition costs, and non-cash share-based compensation expense. EBITDA is a commonly used measure of performance in our
industry that we believe, when considered with measures calculated in accordance with GAAP, provides our investors a more complete understanding of our operating results
and facilitates comparisons between us and our competitors. Management has historically utilized Adjusted EBITDA and Adjusted Property EBITDA when evaluating
operating performance because we believe these measures are (1) widely used measures of operating performance in the gaming and hospitality industries, (2) a principal basis
for valuation of gaming and hospitality companies, and (3) are utilized in the covenants within our debt agreements, although not necessarily defined in the same way as above.

Adjusted EBITDA and Adjusted Property EBITDA should not be construed as an alternative to operating income and net income for use as indicators of our performance; or as
an alternative to cash flows from operating activities for use as a measure of liquidity; or as an alternative to any other measure determined in accordance with GAAP. We have
significant uses of cash flows, including capital expenditures, interest payments, taxes and debt principal repayments, which are not reflected in Adjusted EBITDA and/or
Adjusted Property EBITDA. Also, other companies in the gaming and hospitality industries that report Adjusted EBITDA and/or Adjusted Property EBITDA information may
calculate Adjusted EBITDA or Adjusted Property EBITDA in a different manner.
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The following tables present the Company's segment information:

(In thousands, unaudited)        

 
For the

Three Months Ended,  
For the

Six Months Ended,

 
June 30, 

2017  
June 30, 

2016  
June 30, 

2017  
June 30, 

2016
Net Revenues        
     Silver Slipper Casino and Hotel $ 16,437  $ 14,494  $ 33,095  $ 29,339
     Rising Star Casino Resort 12,595  12,053  24,800  24,299
     Bronco Billy's Hotel and Casino 6,773  3,334  12,635  3,334
     Northern Nevada Casinos 4,316  4,678  9,211  9,571
 $ 40,121  $ 34,559  $ 79,741  $ 66,543

        

Adjusted Property EBITDA (1)        
     Silver Slipper Casino and Hotel $ 2,907  $ 2,369  $ 5,959  $ 5,030
     Rising Star Casino Resort 637  432  1,956  1,733
     Bronco Billy's Hotel and Casino 1,477  1,088  2,323  1,088
     Northern Nevada Casinos (53 )  624  499  1,390
 4,968  4,513  10,737  9,241
        
Other operating (expenses) income:        
Depreciation and amortization (2,138 )  (1,899 )  (4,235 )  (3,591 )
Corporate expenses (1,280 )  (1,113 )  (2,454 )  (2,275 )
Project development and acquisition costs (53 )  (485 )  (185 )  (772 )
Gain on disposals, net 14  —  1  —
Share-based compensation (176 )  (164 )  (269 )  (220 )
Operating income 1,335  852  3,595  2,383
Other (expense) income:        
Interest expense (2,707 )  (2,230 )  (5,386 )  (3,992 )
Debt modification costs —  (601 )  —  (601 )
Adjustment to fair value of warrants and other 32  (241 )  32  (241 )
 (2,675 )  (3,072 )  (5,354 )  (4,834 )
Loss before income taxes (1,340 )  (2,220 )  (1,759 )  (2,451 )
Provision for income taxes 184  180  368  280
Net loss $ (1,524)  $ (2,400)  $ (2,127)  $ (2,731)

(1) Please refer to Item 2 - "Management's Discussion and Analysis of Financial Condition and Results of Operations" - "Non-GAAP Financial Measures" for a reconciliation
of Adjusted Property EBITDA to its most directly comparable financial measure calculated and presented in accordance with GAAP.
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(In thousands)    

 
June 30, 

2017  
December 31, 

2016
 (unaudited)   
Total Assets    
     Silver Slipper Casino and Hotel $ 79,918  $ 79,975
     Rising Star Casino Resort 37,209  36,444
     Bronco Billy's Hotel and Casino 36,522  36,732
     Northern Nevada Casinos 13,423  12,722
     Corporate and Other 8,570  11,333
 $ 175,642  $ 177,206
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This management’s discussion and analysis of financial condition and results of operations contains forward-looking statements that involve risks and uncertainties.
Please see “Forward-Looking Statements” for a discussion of the uncertainties, risks and assumptions that may cause our actual results to differ materially from those discussed
in the forward-looking statements. This discussion should be read in conjunction with our historical financial statements and related notes thereto and the other disclosures
contained elsewhere in this Quarterly Report on Form 10-Q, and the audited consolidated financial statements and notes for the fiscal year ended December 31, 2016, which
were included in our Annual Report on Form 10-K, filed with the Securities and Exchange Commission on March 17, 2017. The results of operations for the periods reflected
herein are not necessarily indicative of results that may be expected for future periods. Full House Resorts, Inc., together with its subsidiaries, may be referred to as “Full
House”, the “Company”, “we”, “our” or “us”, except where stated or the context otherwise indicates.

 
Executive Overview

Our primary business is the ownership and/or operation of casino and related hospitality and entertainment facilities, which includes offering gaming, hotel, dining,
entertainment, retail and other amenities. We own or operate five casino properties in four states - Mississippi, Colorado, Indiana and Nevada. We view our Mississippi,
Colorado and Indiana properties as distinct operating segments and both of our Nevada properties as one operating segment.

Our portfolio consists of the following:

Property  
Acquisition

Date  Location
Silver Slipper Casino and Hotel

 
2012

 
Hancock County, MS
(near New Orleans)

Bronco Billy Casino and Hotel
 

2016
 

Cripple Creek, CO
(near Colorado Springs)

Rising Star Casino Resort
 

2011
 

Rising Sun, IN
(near Cincinnati)

Stockman’s Casino
 

2007
 

Fallon, NV
(one hour east of Reno)

Grand Lodge Casino (leased and part of the Hyatt Regency Lake Tahoe Resort)
 

2011
 

Incline Village, NV
(North Shore of Lake Tahoe)

Our financial results are dependent upon the number of patrons that we attract to our properties and the amounts those guests spend per visit. While we do provide
credit at some of our casinos where we are permitted to by gaming regulations, most of our revenues are cash-based, through customers wagering with cash or paying for non-
gaming services with cash or credit cards. Our revenues are primarily derived from gaming revenues, which include revenues from slot machines, table games and keno. In
addition, we derive a significant amount of revenue from our hotel rooms and our food and beverage outlets. We also derive revenues from our golf course (at Rising Star
Casino Resort), retail outlets and entertainment, and expect to derive additional revenues from our newly constructed projects during 2017 as further described herein.
Promotional allowances consist primarily of hotel rooms and food and beverages furnished to customers on a complimentary basis. The retail value of such services is included
in the respective revenue classifications and is then deducted as promotional allowances to calculate net revenues. We may experience significant fluctuations in our quarterly
operating results due to seasonality, variations in gaming hold percentages and other factors. Consequently, our operating results for any quarter or year are not necessarily
comparable and may not be indicative of future periods’ results. 

Our industry is capital-intensive, and we rely on the ability of our properties to generate operating cash flow to pay interest, repay debt, and fund maintenance capital
expenditures. We continuously focus on improving the operating margins of our existing properties through a combination of revenue growth and expense management. We also
assess growth and development opportunities, which include capital investments at our existing properties, the development of new properties, and the acquisition of existing
properties.
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Key Performance Indicators

We use several key performance indicators to evaluate the operations of our properties. These key performance indicators include the following:

 Gaming revenue indicators:

Slot coin-in is the gross dollar amount wagered in slot machines and table game drop is the total amount of cash or credit exchanged into chips for use at the
Company’s table games. Slot coin-in and table game drop are indicators of volume.

Slot win is the difference between customer wagers and customer winnings on slot machines. Table game hold is the difference between net winnings by customers
and the amount of money or markers exchanged into chips. Slot win and table game hold percentages represent the relationship between slot coin-in and table game drop to
gaming wins and losses.

 Room revenue indicators:

Hotel occupancy rate is an indicator of the utilization of our available rooms. Complimentary room sales, or the retail value of accommodations gratuitously furnished
to customers, are included in the calculation of the hotel occupancy rate.

Adjusted EBITDA, Adjusted Property EBITDA and Adjusted Property EBITDA margin:

Management uses Adjusted EBITDA and Adjusted Property EBITDA as measures of performance as more fully explained and discussed later herein. Adjusted
Property EBITDA margin is a measure of operating profitability and is calculated by dividing Adjusted Property EBITDA by the property's net revenues. For a description of
these measures see "Non-GAAP Financial Measures".

 

Results of Operations
 
Consolidated operating results

The following summarizes our consolidated operating results for the three and six months ended June 30, 2017 and 2016:

(In thousands)
Three Months Ended

June 30,  Percent
Change

 
Six Months Ended

June 30,  Percent
Change 2017  2016   2017  2016  

Net revenues $ 40,121  $ 34,559  16.1 %  $ 79,741  $ 66,543  19.8 %
Operating expenses 38,786  33,707  15.1 %  76,146  64,160  18.7 %

  Operating income 1,335  852  56.7 %  3,595  2,383  50.9 %
Interest and other non-operating expenses 2,675  3,072  (12.9)%  5,354  4,834  10.8 %
Income tax expense 184  180  2.2 %  368  280  31.4 %
Net loss $ (1,524)  $ (2,400)  (36.5)%  $ (2,127)  $ (2,731)  (22.1)%
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(In thousands)
Three Months Ended

June 30,  Percent
Change

 
Six Months Ended

June 30,  Percent
Change 2017  2016   2017  2016  

Casino revenues            
Slots $ 31,306  $ 27,085  15.6%  $ 62,166  $ 51,339  21.1%
Table games 4,363  3,842  13.6%  9,308  8,585  8.4%
Other 118  92  28.3%  219  202  8.4%

 35,787  31,019  15.4%  71,693  60,126  19.2%
Non-casino revenues, net          
Food and beverage 3,003  2,334  28.7%  5,865  4,375  34.1%
Hotel 438  431  1.6%  740  734  0.8%
Other 893  775  15.2%  1,443  1,308  10.3%

 4,334  3,540  22.4%  8,048  6,417  25.4%
Total net revenues $ 40,121  $ 34,559  16.1%  $ 79,741  $ 66,543  19.8%

The following discussion is based on our consolidated financial statements for the three and six months ended June 30, 2017 and 2016. Bronco Billy's was acquired on
May 13, 2016, and therefore the prior year comparative periods include financial results for the period May 13, 2016 through June 30, 2016.
 

Revenues. Consolidated net revenues for the three-month period increased 16.1% due in part to a full period of ownership of Bronco Billy's. Excluding Bronco Billy's,
our consolidated net revenues increased 6.8% during the quarter, led by a 13.4% increase at Silver Slipper and a 4.5% increase at Rising Star. These increases were partially
offset by a 7.7% decrease in net revenues at Northern Nevada, primarily due to construction disruption from the renovation of Grand Lodge Casino, which was completed on the
last day of the second quarter.

Consolidated net revenues for the six-month period increased 19.8% for similar reasons as described above. Excluding Bronco Billy's, our consolidated net revenues
increased 6.2%, led by increases of 12.8% at Silver Slipper and 2.1% at Rising Star, while Northern Nevada declined 3.8%.

See further information within our reportable segments described below.

Operating Expenses. Consolidated operating expenses for the three- and six-month periods increased primarily due to the acquisition of Bronco Billy's. Excluding
Bronco Billy's, our operating expenses increased 5.7% and 5.2% for the three- and six-month periods ended June 30, 2017, primarily related to promotional activity and to
accommodate increases in customer traffic at Silver Slipper.

See further information within our reportable segments described below.
 

Interest and Other Non-Operating Expenses.

Interest Expense

Interest expense consists of the following:
    

(In thousands)
Three Months Ended

June 30,  
Six Months Ended

 June 30,
 2017  2016  2017  2016
Interest cost (excluding loan fee amortization) $ 2,486  $ 1,999  $ 4,947  $ 3,378
Amortization of debt costs 221  231  439  614
 $ 2,707  $ 2,230  $ 5,386  $ 3,992
 

The increase in interest cost above was primarily due to the debt refinancing completed on May 13, 2016, which resulted in $35 million of additional debt proceeds that
were primarily used to fund the purchase of Bronco Billy's.
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Other Non-Operating Expenses, Net

The Company had $32,000 of non-operating income during the three- and six-month periods ended June 30, 2017 primarily from the change in fair value of the stock
warrants. This compares to $0.8 million of other non-operating expenses incurred during the prior-year period, consisting of $0.6 million of debt modification costs associated
with the refinancing and $0.2 million of expense related to the change in fair value of the stock warrants.

    
 Income Tax Expense. Income tax expense was $0.2 million and $0.4 million for the three- and six-month periods ended June 30, 2017. During 2017, we continued to

provide a valuation allowance against our deferred tax assets, net of any available deferred tax liabilities. In future years, if it is determined that we meet the "more likely than
not" threshold of utilizing our deferred tax assets, we may reverse some or all of our valuation allowance against our deferred tax assets.

We do not expect to pay any federal income taxes or receive any federal tax refunds related to our 2017 results. Tax losses incurred in 2017 may shelter taxable income
in future years. However, because of the level of uncertainty regarding sufficient prospective income, we maintain a valuation allowance against our remaining deferred tax
assets, as mentioned above.

 
Operating Results – Reportable Segments

We manage our casinos based on geographic regions within the United States. Accordingly, Stockman’s Casino and Grand Lodge Casino comprise our Northern
Nevada business segment, while Silver Slipper Casino and Hotel, Rising Star Casino Resort and Bronco Billy's Casino and Hotel are each currently distinct segments.
 

Management uses Adjusted Property EBITDA as the primary profit measure for its reportable segments (see "Non-GAAP Financial Measures" in the next subsection
for additional information).

The following table presents detail by segment of our consolidated net revenue and Adjusted EBITDA:

(In thousands)
Three Months Ended

June 30,  
Percent Change

 
Six Months Ended

June 30,  
Percent Change 2017  2016   2017  2016  

Net revenues            
Silver Slipper Casino and Hotel $ 16,437  $ 14,494  13.4 %  $ 33,095  $ 29,339  12.8 %
Rising Star Casino Resort 12,595  12,053  4.5 %  24,800  24,299  2.1 %
Bronco Billy's Casino and Hotel 6,773  3,334  N/A  12,635  3,334  N/A
Northern Nevada Casinos 4,316  4,678  (7.7 )%  9,211  9,571  (3.8 )%

 $ 40,121  $ 34,559  16.1 %  $ 79,741  $ 66,543  19.8 %

Adjusted EBITDA            
Silver Slipper Casino and Hotel $ 2,907  $ 2,369  22.7 %  $ 5,959  $ 5,030  18.5 %
Rising Star Casino Resort 637  432  47.5 %  1,956  1,733  12.9 %
Bronco Billy's Casino and Hotel 1,477  1,088  N/A  2,323  1,088  N/A
Northern Nevada Casinos (53)  624  (108.5)%  499  1,390  (64.1)%
Corporate (1,280)  (1,113)  15.0 %  (2,454)  (2,275)  7.9 %

 $ 3,688  $ 3,400  8.5 %  $ 8,283  $ 6,966  18.9 %
 
Silver Slipper Casino and Hotel
 

The net revenue increases during the three- and six-month periods were primarily attributed to successful marketing and food and beverage promotional efforts, which
resulted in increases in both customer counts and gaming volumes. Slot revenues increased 12.3% during the quarter and 12.8% during the six-month period, with both slot
coin-in and the slot hold percentage rising in 2017. Table games revenue was flat; for both the three- and six-month periods, the increase in drop was offset by a lower hold
percentage. Non-gaming net revenues (principally food and beverage revenues) grew 32.8% during the quarter and 30.3% during the six-month period due to certain promotions
being offered by the property. Our hotel occupancy was 88.8% compared to 87.1% in the prior-year six-month period.
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Adjusted Property EBITDA for the three- and six-month periods increased by 22.7% and 18.5%, respectively. This was due to the increase in net revenues described
above. Our casino expenses and food and beverage costs increased primarily due to the increases in volumes and promotions; nevertheless, our Adjusted Property EBITDA
margin rose to 17.7% from 16.3% for the prior-year quarter, and to 18.0% from 17.1% for the prior six-month period.

    
Rising Star Casino Resort
 

Net revenues increased during the three-month period primarily driven by an increase in slot machine activity and table games hold, as well as improved hotel
occupancy at the resort. Net revenues included increases in table games revenues of 14.0%, slot revenues of 2.5% and non-gaming net revenues of 7.0%.

Net revenues increased during the six-month period for similar reasons as described above, with slot revenues rising 1.5%, table games revenues growing 3.5% and
non-gaming net revenues increasing 4.5%. Our hotel occupancy was 85.7% compared to 83.8% in the prior-year period.

Adjusted Property EBITDA for the three- and six-month periods increased primarily due to the improvements in revenues. Adjusted Property EBITDA margin for the
quarter was 5.1% versus 3.6% in the prior-year period, and 7.9% versus 7.1% in the prior-year six-month period.

Pursuant to our amended capital lease agreement, we were required to make a minimum of $1 million of capital improvements at Rising Star by March 31, 2017. We
satisfied this covenant during the first quarter.

        
Bronco Billy's Casino and Hotel

The Company purchased Bronco Billy's on May 13, 2016. The property's performance-to-date in 2017 has been consistent with the Company's expectations and recent
historical performance.

For the six-month period ended June 30, 2017, net revenues were $12.6 million and consisted of $10.9 million of slot revenues, $0.7 million of table games revenue,
and $1.0 million of non-gaming net revenues.

Adjusted Property EBITDA during the 2016 short-period included lower-than-normal gaming tax expense due to certain anomalies related to the timing of the
acquisition and Colorado's graduated gaming tax rate structure, which benefited the second quarter of 2016 by approximately $0.3 million. During the three- and six-month
periods ended June 30, 2017, Adjusted Property EBITDA margin was 21.8% and 18.4%, respectively.

The market in Cripple Creek is seasonal, favoring the summer months. See Note 4 to the consolidated financial statements for further information regarding the
acquisition of Bronco Billy's.

Northern Nevada

Net revenues during the three-month period declined primarily due to a 13.7% decrease in slot revenues, partially offset by an increase in table games revenues of
19.1% due to a higher hold percentage. At Grand Lodge Casino, slot handle and table games drop were affected by significant renovation work at the property that began in the
first quarter of 2017 and was completed on June 30, 2017.

Net revenues during the six-month period decreased, also due to the renovation work described above. Slot revenues decreased 7.3%, while table games revenues
increased 8.4% compared to the prior-year period.

Adjusted Property EBITDA during the three-month period decreased primarily due to the revenue decrease described above, as well as increases in promotional
activity and salaries and benefits. Adjusted Property EBITDA margin for the quarter was (1.2)% compared to 13.3% in the prior-year quarter. At certain times during the Grand
Lodge renovation, only one-third of the casino was available to customers.

Adjusted Property EBITDA during the six-month period decreased for similar reasons as described above. Adjusted Property EBITDA margin for the quarter was 5.4%
versus 14.5% in the prior-year six-month period.

The Company's Northern Nevada operations have historically been seasonal, with the summer months accounting for a disproportionate share of its annual revenues.
Additionally, the winter months can be affected by snowfall. Grand Lodge Casino is located near several ski resorts, including Alpine Meadows, Northstar and Squaw Valley.
Normally, we benefit from a "good"
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snow year, resulting in extended periods of operation at the nearby ski areas. During the first quarter of 2017, however, the snowfall was exceptional (one of the highest in
recorded Lake Tahoe history), resulting in extended periods of road closures and power outages. Nevertheless, we believe that the favorable ski season helped offset part of the
construction disruption.

On June 30, 2017, in conjunction with our landlord, we completed an approximately $5 million renovation of the Grand Lodge Casino. The renovation included new
decor and lighting throughout the casino, along with numerous new slot machines, table games, and slot and table chairs. We believe these changes materially improve the
ambiance of the casino floor and the overall guest experience. The renovation began during February 2017 and caused us to close portions of our casino floor, which impacted
our second quarter financial results. The renovation was completed on-budget and in accordance with our planned construction schedule prior to the start of our busy summer
season.

Corporate

Corporate expenses increased during both the three- and six-months periods primarily due to increased salaries and benefits.

In August 2016, the Company executed a lease for 4,479 square feet of office space in Las Vegas, Nevada, replacing our existing office space lease for 5,942 square
feet that expires in May 2018. The new space, while smaller, is in a higher-quality office building and more convenient for consultants, lenders, investors and others with whom
the Company does business. The Company began occupying the new office space in June 2017.

Non-GAAP Financial Measures
 

“Adjusted EBITDA” is earnings before interest and other non-operating income (expense), taxes, depreciation and amortization, preopening expenses, impairment
charges, asset write-offs, recoveries, gain (loss) from asset disposals, project development and acquisition costs, and non-cash share-based compensation expense. Adjusted
EBITDA information is presented solely as a supplemental disclosure to reported generally accepted accounting principles in the United States of America (“GAAP”) measures
because management believes these measures are (1) widely used measures of operating performance in the gaming and hospitality industries, (2) a principal basis for valuation
of gaming and hospitality companies, and (3) are utilized in the covenants within our debt agreements, although not necessarily defined in the same way as above. “Adjusted
Property EBITDA” is Adjusted EBITDA before corporate related costs and expenses which are not allocated to each property. Adjusted EBITDA and Adjusted Property
EBITDA are not, however, a measure of financial performance or liquidity under GAAP. Accordingly, these measures should be considered supplemental and not a substitute
for net income (loss) or cash flows as an indicator of the Company’s operating performance or liquidity.
 

The following table presents a reconciliation of Adjusted EBITDA to operating income and net loss:

(In thousands)
Three Months Ended

June 30,  
Six Months Ended

June 30,
 2017  2016  2017  2016
Adjusted EBITDA $ 3,688  $ 3,400  $ 8,283  $ 6,966
Depreciation and amortization (2,138)  (1,899)  (4,235)  (3,591)
Gain on asset disposals, net 14  —  1  —
Project development and acquisition costs (53)  (485)  (185)  (772)
Share-based compensation (176)  (164)  (269)  (220)
Operating income 1,335  852  3,595  2,383
Other (expense) income        
Interest expense (2,707)  (2,230)  (5,386)  (3,992)
Debt modification costs —  (601)  —  (601)
Adjustment to fair value of warrants and other 32  (241)  32  (241)
 (2,675)  (3,072)  (5,354)  (4,834)
Loss before income taxes (1,340)  (2,220)  (1,759)  (2,451)
Income tax expense 184  180  368  280
Net loss $ (1,524)  $ (2,400)  $ (2,127)  $ (2,731)
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The following tables present reconciliations of operating income (loss) to Adjusted Property EBITDA and Adjusted EBITDA.

For the three months ended June 30, 2017
(In thousands)

 
Operating

income (loss)  
Depreciation and

amortization  

Loss (gain)
from asset
disposals  

Project
development and
acquisition costs  

Share-based
compensation  

Adjusted
EBITDA

Casino properties           
Silver Slipper Casino and Hotel $ 2,062  $ 845  $ —  $ —  $ —  $ 2,907
Rising Star Casino Resort 27  617  (7)  —  —  637
Bronco Billy's Casino and Hotel 1,005  472  —  —  —  1,477
Northern Nevada Casinos (238)  192  (7)  —  —  (53)
 2,856  2,126  (14)  —  —  4,968
Other operations           
Corporate (1,521)  12  —  53  176  (1,280)
 (1,521)  12  —  53  176  (1,280)
 $ 1,335  $ 2,138  $ (14)  $ 53  $ 176  $ 3,688

For the three months ended June 30, 2016
(In thousands)

 
Operating

income (loss)  
Depreciation and

amortization  

Project
development and
acquisition costs  

Share-based
compensation  

Adjusted
EBITDA

Casino properties         
Silver Slipper Casino and Hotel $ 1,534  $ 835  $ —  $ —  $ 2,369
Rising Star Casino Resort (232 )  664  —  —  432
Bronco Billy's Casino and Hotel 869  219  —  —  1,088
Northern Nevada Casinos 446  178  —  —  624
 2,617  1,896  —  — 4,513
Other operations         
Corporate (1,765 )  3  485  164  (1,113)
 (1,765 )  3  485  164  (1,113)
 $ 852  $ 1,899  $ 485  $ 164  $ 3,400
 

Operating expenses deducted to arrive at operating income in the above tables for the three month periods ended June 30, 2017 and 2016 included facility rents related
to: (i) Silver Slipper of $0.4 million during 2017 and $0.3 million during 2016, (ii) Northern Nevada of $0.5 million for both periods presented, and (iii) Bronco Billy's of
$84,000 during 2017 and $27,000 for the period May 13, 2016 through June 30, 2016.
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For the six months ended June 30, 2017
(In thousands)

 
Operating

income (loss)  
Depreciation and

amortization  

Loss (gain)
from asset
disposals  

Project
development and
acquisition costs  

Share-based
compensation  

Adjusted
EBITDA

Casino properties           
Silver Slipper Casino and Hotel $ 4,279  $ 1,680  $ —  $ —  $ —  $ 5,959
Rising Star Casino Resort 695  1,248  13  —  —  1,956
Bronco Billy's Casino and Hotel 1,391  939  (7)  —  —  2,323
Northern Nevada Casinos 157  349  (7)  —  —  499
 6,522  4,216  (1)  —  —  10,737
Other operations           
Corporate (2,927)  19  —  185  269  (2,454)
 (2,927)  19  —  185  269  (2,454)
 $ 3,595  $ 4,235  $ (1)  $ 185  $ 269  $ 8,283

For the six months ended June 30, 2016
(In thousands)

 
Operating

income (loss)  
Depreciation and

amortization  

Project
development and
acquisition costs  

Share-based
compensation  

Adjusted
EBITDA

Casino properties         
Silver Slipper Casino and Hotel $ 3,366  $ 1,664  $ —  $ —  $ 5,030
Rising Star Casino Resort 400  1,333  —  —  1,733
Bronco Billy's Casino and Hotel 869  219  —  —  1,088
Northern Nevada Casinos 1,022  368  —  —  1,390
 5,657  3,584  —  —  9,241
Other operations         
Corporate (3,274)  7  772  220  (2,275)
 (3,274)  7  772  220  (2,275)
 $ 2,383  $ 3,591  $ 772  $ 220  $ 6,966

Operating expenses deducted to arrive at operating income in the above tables for the six month periods ended June 30, 2017 and 2016 included facility rents related
to: (i) Silver Slipper of $0.8 million during 2017 and $0.7 million during 2016, (ii) Northern Nevada of $1.0 million during both 2017 and 2016, and (iii) Bronco Billy's of
$167,000 during 2017 and $27,000 from May 13, 2016 through June 30, 2016.
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Liquidity and Capital Resources

Cash Flows

As of June 30, 2017, we had $22 million of unrestricted cash and equivalents and our $2 million Revolving Loan under our First Lien Credit Facility was undrawn and
fully available. Our ability to draw on our Revolving Loan is subject to, among other terms, our continued ability to meet our various financial covenants. Management
estimates that approximately $12 million of cash and equivalents is currently required for the day-to-day operations of the Company.

Our casinos are our primary sources of income and operating cash flow. There can be no assurance that our business will generate sufficient cash flow from operations
or that future borrowings will be available in amounts sufficient to enable us to pay our indebtedness or fund our other liquidity needs. Subject to financial, economic,
competitive, regulatory and other uncertainties, many of which are beyond our control, we believe that adequate financial resources (including from existing cash balances,
operating cash flows and available credit) will be available to fund ongoing operating requirements over the next 12 months, though we may need to refinance or seek additional
debt or equity financing to compete effectively or grow our business. Management is reviewing market conditions and exploring financing or refinancing alternatives. However,
there can be no assurances of our ability to obtain any additional financing, to refinance our existing debt, or to fund our growth efforts or to continue expanding.

Cash flows - operating activities. On a consolidated basis, cash provided by operations during the six months ended June 30, 2017 was $2.3 million compared to $1.9
million in the prior-year period, an increase of 24%. Our operating cash flows increased primarily due to improved operating results and a full period of operating income from
the Bronco Billy's acquisition, partially offset by increased interest expense primarily related to the acquisition, other non-operating expenses, and changes in our working
capital accounts.

Cash flows – investing activities. On a consolidated basis, cash used in investing activities during the six months ended June 30, 2017 was $6.3 million, which
primarily related to several growth projects at our existing properties. Cash used in investing activities during the prior-year period was $26.1 million, primarily related to the
acquisition of Bronco Billy's.

 Cash flows - financing activities. On a consolidated basis, cash used in financing activities during the six months ended June 30, 2017 was $1.1 million, which
primarily related to principal repayments for the Company's First Lien Term Loan and capital lease for the hotel at Rising Star. Cash provided by financing activities for the
prior-year period was $30.3 million and primarily related to $35 million of Second Lien Term Loan proceeds to finance the acquisition of Bronco Billy's, partially offset by
First Lien Term Loan and Revolving Loan repayments.

Other Factors Affecting Liquidity

We have significant outstanding debt and contractual obligations in addition to planned capital expenditures. We expect to meet these obligations and planned capital
expenditure requirements primarily through future anticipated operating cash flows, cash and equivalents and, if necessary, available borrowings under our Revolving Loan. We
also intend to refinance our existing debt facilities prior to their maturity. However, our operations are subject to financial, economic, competitive, regulatory and other factors,
many of which are beyond our control. If we are unable to generate sufficient operating cash flow and/or the capital markets do not facilitate the refinancing of our debt, we
could be required to adopt one or more alternatives, such as reducing, delaying, or eliminating certain planned capital expenditures, selling assets, or obtaining additional equity
financing.
 

Long-term Debt. The Company's First Lien Credit Facility includes a First Lien Term Loan of $45 million and Revolving Loan of $2 million, and the Second Lien
Credit Facility includes a term loan facility of $55 million.

At June 30, 2017, there was $42.8 million of outstanding principal under our First Lien Term Loan. The First Lien Term Loan matures in May 2019 and provides for
monthly interest payments at a minimum rate of 5.25% and quarterly principal payments of $562,500 until May 2018 and $843,750 thereafter through maturity. The First Lien
Credit Facility does not allow the repayment of Second Lien principal obligations so long as the First Lien amounts remain outstanding. At June 30, 2017, there was $55 million
of outstanding principal under the Second Lien Term Loan. Interest is currently payable monthly at a rate of 13.5% (and may vary between 12.5% and 13.5%, depending on the
total leverage of the Company), and there are no quarterly principal payment requirements as all principal is due at maturity. The Second Lien Term loan matures in November
2019.

     Common Stock Warrants. As discussed in Note 5 to the accompanying consolidated financial statements, the Company granted its second lien lenders warrants
representing 5% of the outstanding common equity of the Company, as determined on a fully-diluted basis. The warrants include redemption rights which allow the second lien
lenders, at their option, to require the
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Company to repurchase all or a portion of the warrants under certain conditions. Should the redemption rights be exercised, the repurchase value will be equal to the 21-day
average price of the Company's stock, less the warrant exercise price, and will be payable by the Company in cash or through the issuance of an unsecured note with a four-year
term, a minimum interest rate of 13.25%, and a guarantee by the Company's subsidiaries. Alternatively, the second lien lenders may choose to have the Company register and
sell the shares related to the warrants through a public stock offering.

Hyatt Option to Purchase our Leasehold Interest and Related Assets. Our lease with Hyatt Equities, L.L.C. ("Hyatt") to operate the Grand Lodge Casino contains
an option for Hyatt, beginning on January 1, 2019, to purchase our leasehold interest and related operating assets of the Grand Lodge Casino subject to assumption of applicable
liabilities. The option price is an amount equal to the Grand Lodge Casino’s positive working capital, plus the Grand Lodge Casino’s earnings before interest, income taxes,
depreciation and amortization (“EBITDA”) for the 12-month period preceding the acquisition (or pro-rated if less than 12 months remain on the lease), plus the fair market value
of the Grand Lodge Casino’s personal property. Additionally, monthly rent increased from $125,000 to $145,833 on July 1, 2017, and will increase to $166,667 commencing on
January 1, 2018 through maturity. Under GAAP, these increases are accounted for on a straight-line basis over the life of the lease, resulting in approximately $157,000 of
monthly rent expense during the period from November 2015 (when the lease was revised) through the expiration of the lease in August 2023.

Capital Investments. We made significant capital investments through June 30, 2017 and expect to make additional capital investments during the full year 2017 and
beyond. These investments are designed to improve the guest experience and to drive visitation, revenue and income growth. For the projects listed below, we expect to invest
an estimated $1.5 million during the remainder of 2017.

Rising Star Casino Resort - We are making significant improvements (approximately $5 million) at Rising Star, including:

• Renovation of approximately 71 of the hotel's guest rooms that had not been refurbished under an earlier refurbishment program. The refurbishment is
expected to be completed in 2017;

• Construction of a 56-space RV park which is expected to be completed during the third quarter of
2017;

• Implementation of an approximately 10-vehicle ferry boat service to Kentucky, which will significantly shorten the distance for customers traveling from
Kentucky to Rising Star. We have received a conditional use permit from the Boone County Board of Adjustment for a ferry landing on land that the
Company has purchased in Rabbit Hash, Kentucky. Commencement of ferry boat operations remains subject to additional approvals, including but not limited
to, the Army Corps of Engineers and the U.S. Coast Guard;

• Improvements to the entry pavilion and the hotel's lobby and hallways in early 2018;
and

• Refurbishment of a portion of the casino to include a VIP room and sense-of-arrival improvements estimated to be completed in
2018.

As of June 30, 2017, we had invested a total of approximately $1.5 million with respect to the foregoing improvements at Rising Star, primarily for the RV park, hotel
remodel and ferry boat. We currently anticipate investing an additional $1.0 million during the remainder of 2017.

Grand Lodge Casino - Under the terms of the lease amendment effective November 25, 2015, we were required to purchase new gaming devices and equipment or
make other capital expenditures alongside certain enhancements being funded by our landlord. The Company and the landlord completed the refurbishment in June 2017.

Stockman's Casino - During the third quarter of 2016, we began construction on a number of exterior improvements to the property, including access improvement to
the casino through construction of a new parking lot and certain other enhancements at a budgeted cost of $1.5 million. The parking lot and a new digital marquee sign were
completed during the fourth quarter of 2016. Landscaping improvements and a new porte cochère are slated for completion during the third quarter of 2017. We anticipate
constructing new administrative offices later in 2017, with possible completion in 2018. As of June 30, 2017, we had invested a total of approximately $1.1 million related to
these improvements.

Silver Slipper - We recently opened a new 18-seat oyster bar in the casino and a new swimming pool/beach complex along the white sand beach fronting the property.
The total estimated costs of these projects was approximately $1 million. As of June 30, 2017, we had invested a total of approximately $1 million related to these
improvements.

Bronco Billy's - We recently converted an underutilized bar at a key location on the property into a new food and beverage concept named the Crippled Cow. The
Crippled Cow offers signature coffee, wood-fired pizzas and micro-brewed beers.

We are also designing a hotel that may be potentially added to this property.
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Additionally, we may fund other various capital expenditure projects, depending on our financial resources. Our capital expenditures may fluctuate due to decisions
regarding strategic capital investments in new or existing facilities, and the timing of capital investments to maintain the quality of our properties. No assurance can be given
that any of our planned capital expenditure projects will be completed or that any completed projects will be successful.

We evaluate projects on a number of factors, including profitability forecasts, length of the development period, the regulatory and political environment, and the
ability to secure the funding necessary to complete the development or acquisition, among other considerations. No assurance can be given that any additional projects will be
pursued or completed or that any completed projects will be successful.     
 

Credit Facilities

As discussed above under Liquidity and Capital Resources, we have significant long-term debt.  See Note 5 to the accompanying consolidated financial statements for
a description of the material terms and covenants of such agreements.
 

Off-balance Sheet Arrangements

We have no off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of Securities and Exchange Commission Regulation S-K, that have, or are reasonably
likely to have, a current or future effect on our financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures, or
capital resources that are material to investors.
 

Critical Accounting Estimates and Policies

We describe our critical accounting estimates and policies in Note 2, Basis of Presentation and Summary of Significant Accounting Policies, of the Notes to
Consolidated Financial Statements included in our Form 10-K for the year ended December 31, 2016. We also discuss our critical accounting estimates and policies in Item 7,
Management’s Discussion and Analysis of Financial Condition and Results of Operations, in our Form 10-K for the year ended December 31, 2016. There has been no
significant change in our critical accounting policies and estimation methods since the end of 2016.
 

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended,
relating to our financial condition, profitability, liquidity, resources, business outlook, market forces, corporate strategies, contractual commitments, legal matters, capital
requirements and other matters. The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements. We note that many factors could
cause our actual results and experience to change significantly from the anticipated results or expectations expressed in our forward-looking statements. When words and
expressions such as: “believes,” “expects,” “anticipates,” “estimates,” “plans,” “intends,” “objectives,” “goals,” “aims,” “projects,” “forecasts,” “possible,” “seeks,” “may,”
“could,” “should,” “might,” “likely,” “enable,” or similar words or expressions are used in this Form 10-Q, as well as statements containing phrases such as “in our view,”
“there can be no assurance,” “although no assurance can be given,” or “there is no way to anticipate with certainty,” forward-looking statements are being made.

 
Various matters may affect the operation, performance, development and results of our business and could cause future outcomes to change significantly from those set

forth in our forward-looking statements, including the following risks, uncertainties and other factors:

• indebtedness and projected borrowing risks;

• substantial dilution risks related to our outstanding warrants and options;

• growth strategies, including potential acquisitions and investments;

• challenges regarding the successful integration of acquisitions;

• development and construction activities risks;

• some of our casinos being on leased property;

• changes to anticipated trends in the gaming industries;

• changes in patron demographics;
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• general market and economic conditions including, but not limited to, the effects of housing and energy conditions on the economy in general and on the
gaming and lodging industries in particular;

• access to capital and credit, including our ability to finance future business requirements and to repay or refinance debt as it
matures;

• dependence on key
personnel;

• availability of adequate levels of
insurance;

• changes to federal, state, and local taxation and tax rates, and gaming and environmental laws, regulations and legislation, including obtaining and
maintaining gaming and other licenses and approvals;

• severe
weather;

• lack of alternative routes to certain of our
properties;

• competitive environment, including increased competition in our target market
areas;

• other risks, uncertainties and factors described from time to time in this and our other SEC filings and
reports.

  
We undertake no obligation to publicly update or revise any forward-looking statements as a result of future developments, events or conditions. New risks emerge

from time to time and it is not possible for us to predict all such risk factors, nor can we assess the impact of all such risk factors on our business or the extent to which any
factor, or combination of factors, may cause actual results to differ significantly from those forecast in any forward-looking statements. 
 

Item 3. Quantitative and Qualitative Disclosures about Market Risk
 
Not applicable.
 

Item 4. Controls and Procedures
 

Evaluation of Disclosure Controls and Procedures — As of June 30, 2017, we completed an evaluation, under the supervision and with the participation of our
management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures (as
defined in the Securities Exchange Act of 1934 Rule 13a-15(e) and 15d-15(e)). Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded
that our disclosure controls and procedures are effective at a reasonable assurance level in timely alerting them to material information relating to us, which is required to be
included in our periodic Securities and Exchange Commission filings.

 
Changes in Internal Control Over Financial Reporting — There have been no changes in our internal control over financial reporting that occurred during the last

fiscal quarter that materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION

 

Item 1. Legal Proceedings
 

We are subject to various legal and administrative proceedings relating to personal injuries, employment matters, commercial transactions and other matters arising in
the normal course of business. We do not believe that the final outcome of these matters will have a material adverse effect on our consolidated financial position or results of
operations. We maintain what we believe is adequate insurance coverage to further mitigate the risks of such proceedings. For additional information, see Part I, Item 1,
"Financial Statements" - Note 7 - Litigation.
 

Item 1A. Risk Factors
 

There were no material changes from the risk factors set forth under Part I, Item 1A “Risk Factors” section of the Company’s Annual Report on Form 10-K for the
year ended December 31, 2016.

We encourage investors to review the risks and uncertainties relating to our business disclosed in that Annual Report on Form 10-K, as well as those contained in
"Forward-Looking Statements".

If any of the risks discussed in the sections referenced above actually occur, our business, financial condition and results of operations could be materially and
adversely affected. If this were to happen, the value of our common stock could decline significantly, and investors could lose all or part of their investment.

This report is qualified in its entirety by these risk factors.
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Item 6. Exhibits

10.1 First Amendment to Employment Agreement, dated May 24, 2017, between Full House Resorts, Inc. and Daniel R. Lee (incorporated by
reference to Exhibit 10.1 to the Company's Form 8-K filed on May 30, 2017)

10.2 Award Agreement, dated May 24, 2017, between Full House Resorts, Inc. and Daniel R. Lee (incorporated by reference to Exhibit 10.2 to the
Company's Form 8-K filed on May 30, 2017)

10.3 Full House Resorts, Inc. Annual Incentive Plan for Executives (incorporated by reference to Exhibit 10.1 to the Company's Form 8-K filed on
August 1, 2017)

31.1* Certification of principal executive officer pursuant to Exchange Act Rule 13a-14(a)/15(d)-14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

31.2* Certification of principal financial officer pursuant to Exchange Act Rule 13a-14(a)/15(d)-14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002

32.1* Certification of principal executive officer pursuant to 18 U.S.C. section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

32.2* Certification of principal financial officer pursuant to 18 U.S.C. section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002

101.INS* XBRL Instance  
101.SCH* XBRL Taxonomy Extension Schema  
101.CAL* XBRL Taxonomy Extension Calculation  
101.DEF* XBRL Taxonomy Extension Definition  
101.LAB* XBRL Taxonomy Extension Labels  
101.PRE* XBRL Taxonomy Extension Presentation  

* Filed herewith.  
 

30



 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Company has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

   
  FULL HOUSE RESORTS, INC.
   
Date: August 14, 2017 By: /s/ DANIEL R. LEE
  Daniel R. Lee

Chief Executive Officer
(on behalf of the Registrant and as principal executive officer)

   
Date: August 14, 2017 By: /s/ LEWIS A. FANGER
  Lewis A. Fanger

Chief Financial Officer
(on behalf of the Registrant and as principal financial officer and as principal
accounting officer)
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Exhibit 31.1
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
EXCHANGE ACT RULE 13A-14(A)/15(D)-14(A) AS ADOPTED PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Daniel R. Lee, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Full House Resorts,
Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant’s most recent quarter (the
registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management of other employees who have a significant role in the registrant’s internal controls over financial
reporting.

Date: August 14, 2017 By: /s/ DANIEL R. LEE
  Daniel R. Lee
  Chief Executive Officer
 



 

Exhibit 31.2
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO
EXCHANGE ACT RULE 13A-14(A)/15(D)-14(A) AS ADOPTED PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002
 
I, Lewis A. Fanger, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Full House Resorts,
Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent quarter (the
registrant’s fourth quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect the registrant’s internal control
over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management of other employees who have a significant role in the registrant’s internal controls over financial
reporting.

Dates: August 14, 2017 By: /s/ LEWIS A. FANGER
  Lewis A. Fanger
  Chief Financial Officer
 



 

Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
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 on Form 10-Q of Full House Resorts, Inc. for the quarter ended June 30, 2017 as filed with the Securities and Exchange Commission
(the “Report"), I, Daniel R. Lee, Chief Executive Officer of Full House Resorts, Inc., hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Full House Resorts,
Inc.

Date: August 14, 2017 By: /s/ DANIEL R. LEE
 Daniel R. Lee
 Chief Executive Officer
 



 

Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
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 on Form 10-Q of Full House Resorts, Inc. for the quarter ended June 30, 2017 as filed with the Securities and Exchange Commission
(the “Report”) I, Lewis A. Fanger, Chief Financial Officer of Full House Resorts, Inc., hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Full House Resorts,
Inc.

Date: August 14, 2017 By: /s/ LEWIS A. FANGER
 Lewis A. Fanger
 Chief Financial Officer
 


