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PART 1
FINANCIAL INFORMATION

Iltem 1 — Condensed Consolidated Financial Statement

PORTSMOUTH SQUARE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

As of September 30, 201 June 30, 201«
(Unaudited)
ASSETS
Investment in hotel, n¢ $ 35,061,000 $ 34,416,00
Investment in real esta 973,00( 973,00(
Investment in marketable securit 2,585,001 3,280,001
Other investments, n 5,272,001 5,297,001
Cash and cash equivalel 1,774,00 1,058,00!
Restricted cas- redemptior 20,551,00 16,163,00
Restricted cas- mortgage impound 847,00( 945,00(
Accounts receivabl- hotel, ne! 2,347,001 1,964,00!
Other assets, n 3,496,001 3,810,001
Deferred tax asset 7,428,00! 7,246,00!
Total assets $ 80,334,00 $ 75,152,00
LIABILITIES AND SHAREHOLDERS' DEFICIT
Liabilities:
Accounts payable and other liabiliti $ 12,529,000 $ 15,863,00
Redemption payabl 20,551,00 16,163,00
Due to securities brok - 629,00(
Obligations for securities so 731,00( 61,00(
Other notes payab 4,642,001 282,00(
Mortgage notes payable - hotel 117,000,00 117,000,00
Total liabilities 155,453,00 149,998,00
Commitments and contingencie!
Shareholders' deficit:
Common stock, no par value: Authorized shi- 750,000;
734,183 shares issued and outstanding sl 2,092,001 2,092,001
Accumulated deficit (71,017,00) (70,732,00)
Total Portsmouth shareholders' def (68,925,00) (68,640,00)
Noncontrolling interest (6,194,00i) (6,206,001
Total shareholders' deficit (75,119,00) (74,846,00)
Total liabilities and shareholders' deficit $ 80,334,00 $ 75,152,00

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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PORTSMOUTH SQUARE, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

For the three months ended September 3l
Revenue- Hotel
Costs and operating expense

Hotel operating expens

Hotel depreciation and amortization expe

General and administrative expense
Total costs and operating expenses

Income from operations

Other income (expens
Interest expens- mortgage
Net (loss) gain on marketable securii
Net unrealized loss on other investme
Dividend and interest incon
Trading and margin interest expense
Other expense, net

Income (loss) before income tax
Income tax benefit (expense)

Net (loss) income
Less: Net income attributable to the noncontrgliimerest

Net (loss) income attributable to Portsmo
Basic and diluted net (loss) income per sharebattable to Portsmouth

Weighted average number of common shares outsigndiasic and diluted

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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2014 2013
$ 14,830,000 $ 13,305,00
(11,838,00) (9,532,001
(642,000 (600,000
(188,000 (169,000
(12,668,00) (10,301,00)
2,162,00! 3,004,001
(2,024,001 (635,000
(479,000 93,00(
(25,000 -

3,00( 4,00(

(91,000 (66,000)
(2,616,001 (604,00()
(454,000 2,400,001
182,00( (471,000
(272,000 1,929,00i
(13,000 (1,212,00i)

$ (285,000 $ 717,00(
$ (039 $ 0.9¢
734,18: 734,18:




PORTSMOUTH SQUARE, INC.
CONDENDSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

For the three months ended September 3l

Cash flows from operating activities:
Net (loss) incom $
Adjustments to reconcile net (loss) income to rshc(used in
provided by operating activitie
Net unrealized loss (gain) on marketable secut
Unrealized loss on other investme
Depreciation and amortizatic
Changes in assets and liabiliti
Investment in marketable securit
Accounts receivabl
Other asset
Accounts payable and other liabiliti
Due to securities broki
Obligations for securities so
Deferred tax asset

Net cash (used in) provided by operating activi

Cash flows from investing activities:
Payments for hotel furniture, equipment and bugdmprovements

Net cash used in investing activiti

Cash flows from financing activities:
Proceeds from other notes pays
Payments of mortgage and other notes pay
Restricted cash - mortgage impounds

Net cash provided by (used in) financing activi

Net increase in cash and cash equivalen
Cash and cash equivalents at the beginning oféhieg

Cash and cash equivalents at the end of the period $

Supplemental informatiot
Interest paid $

2014 2013
(272,000 $  1,929,00
522,00 (165,000
25,00 -
642,00 600,00
173,00 (147,000)
(383,000 (172,000)
339,00 351,00(
(3,333,001 (1,498,001
(629,00() (144,00()
670,00 382,00
(182,000 471,00
(2,428,00)) 1,607,001
(1,314,00)) (520,000
(1,314,00) (520,00()
4,469,00 -
(109,000 (462,000
98,00( -
4,458,001 (462,00()
716,00 625,00
1,058,00! 668,00
1,774,000 $  1,293,00i
2,038,000 $ 658,00

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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PORTSMOUTH SQUARE, INC.
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
(UNAUDITED)

NOTE 1 — BASIS OF PRESENTATION AND SIGNIFICANT ACCO UNTING POLICIES

The condensed consolidated financial statementsdad herein have been prepared by Portsmouth &glmar (“Portsmouth” or the
“Company”), without audit, according to the ruleslaegulations of the Securities and Exchange Casion. Certain information and
footnote disclosures normally included in the corsal consolidated financial statements preparaddardance with generally accepted
accounting principles (U.S. GAAP) have been condérms omitted pursuant to such rules and regulgtiatthough the Company believes
disclosures that are made are adequate to malkeftheation presented not misleading. Further,dbvedensed consolidated financial
statements reflect, in the opinion of manageméhadiustments (which included only normal recugrindjustments) necessary for a fair
statement of the financial position, cash flows egglilts of operations as of and for the periodgated. It is suggested that these financial
statements be read in conjunction with the auditexhcial statements of Portsmouth and the not®th included in the Company's Annual
Report on Form 10-K for the year ended June 304 20ke June 30, 2014 Condensed Consolidated Bagimoet was derived from the
Company’s Form 10-K for the year ended June 304201

The results of operations for the three months @i®@bptember 30, 2014 are not necessarily indicafivesults to be expected for the full
fiscal year ending June 30, 2015.

For the three months ended September 30, 2014Gk8] the Company had no components of compreheimgivene other than net income
itself.

As of September 30, 2014, Santa Fe Financial Catjoor (“Santa Fe”), a public company, owns appratity 68.8% of the outstanding
common shares of Portsmouth Square, Inc. (“Portimiau the “Company”). Santa Fe is an 80.9%-owngols#diary of The InterGroup
Corporation (“InterGroup”), a public company. Ir@&oup also directly owns approximately 12.9% of ¢benmon stock of Portsmouth.

Portsmouth’s primary business is conducted thratsggeneral and limited partnership interest irtidednvestors, a California limited
partnership (“Justice” or the “Partnership”). Portaith controls approximately 93% of the voting iest in Justice and is the sole general
partner. The financial statements of Justice ansalidated with those of the Company.

Justice, through its subsidiaries Justice Holdidgmpany, LLC (“Holdings”), a Delaware Limited Lidiby Company, Justice Operating
Company, LLC (“Operating”) and Justice Mezzaninerpany, LLC (“Mezzanine”), owns a 543-room hotelpedty located at 750 Kearny
Street, San Francisco California, known as theoHian Francisco Financial District (the Hotel) agldted facilities including a five level
underground parking garage. Holdings and Mezzamiadoth a wholly-owned subsidiaries of the Pastnigr Operating is a wholly-owned
subsidiary of Mezzanine. Mezzanine is the Mezzabwreower under certain indebtedness of Justicg jraDecember 2013, the Partnership
conveyed ownership of the Hotel to Operating, TloteHis operated by the partnership as a full serdilton brand hotel pursuant to a
Franchise License Agreement with Hilton Hotels @ogpion. Justice also has a Management AgreeméntRrism Hospitality L.P. (“Prisn)”
to perform management functions for the Hotel. amagement agreement with Prism had an original ¢éiten years and can be
terminated at any time with or without cause byRagtnership owner. Effective January 2014, theagament agreement with Prism was
amended by the Partnership. Effective Decembed132GMP Management, Inc., a company owned by ticéusnited partner and related
party, also provides management services for thm&ahip pursuant to a Management Services Agreembich is for a term of 3 years,
but which can be terminated earlier by the Parhipror cause.

Portsmouth also receives management fees as aatjpaemner of Justice for its services in oversgeind managing the Partnership’s assets.
Those fees are eliminated in consolidation.

Basic income (loss) per share is calculated baped the weighted average number of common shatstaading during each period. Duri
the three months September 30, 2014 and 2013,ahmany did not have any potentially dilutive setiessi outstanding.
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NOTE 2 — INVESTMENT IN HOTEL, NET

Investment in hotel consisted of the following &s o

Accumulatec Net Book
September 30, 201 Cost Depreciatior Value
Land $ 1,124,000 $ = & 1,124,001
Furniture and equipme 24,760,00 (20,399,00) 4,361,001
Building and improvements 51,213,00 (21,637,00) 29,576,00
$ 77,097,00 $ (42,036,00) $ 35,061,00
Accumulatec Net Book
June 30, 201+ Cost Depreciatior Value
Land $ 1,124,000 $ = & 1,124,001
Furniture and equipme 23,306,00 (20,074,00) 3,232,001
Building and improvements 51,428,00 (21,368,00) 30,060,00

$ 75,858,00 $ (41,442,00) $ 34,416,00

NOTE 3 - INVESTMENT IN MARKETABLE SECURITIES

The Companys investment in marketable securities consistsamilynof corporate equities. The Company has aisested in corporate bor
and income producing securities, which may inclinderests in real estate based companies and R&Hesge financial benefit could transfer
to its shareholders through income and/or capdail.g

At September 30, 2014 and June 30, 2014, all o€dmapany’s marketable securities are classifielaaing securities. The change in the
unrealized gains and losses on these investments@duded in earnings. Trading securities are sarmad as follows:

Gross Gross Net Fair
Unrealized Unrealized Unrealized
Investmen Cost Gain Loss Gain Value
As of September 30, 201
Corporate
Equities $ 2,982,000 $ 261,000 $ (658,000 $ (397,000 $ 2,585,00!
As of June 30, 201+
Corporate
Equities $ 3,105,000 $ 818,000 $ (643,000 $ 175,000 $ 3,280,00!

As of September 30, 2014 and June 30, 2014, thep@oynhad $637,000 and $634,000, respectively, ifalized losses related to securities
held for over one year.




Net gain (loss) on marketable securities on thiestant of operations is comprised of realized améalized gains (losses). Below is
composition of the two components for the three th@september 30, 2014 and 2013, respectively.

For the three months ended September 3 2014 2013

Realized gain (loss) on marketable secur $ 43,000 $ (72,000
Unrealized (loss) gain on marketable securities (522,00() 165,00(
Net (loss) gain on marketable securii $ (479,000 $ 93,00(

NOTE 4 — OTHER INVESTMENTS, NET

The Company may also invest, with the approvahef$ecurities Investment Committee and other Cogngaitelines, in private investment
equity funds and other unlisted securities, suctoasertible notes through private placements. &hogestments in non-marketable
securities are carried at cost on the Companyarioal sheet as part of other investments, net ef ditlan temporary impairment losses. Other
investments also include non-marketable warrantiechat fair value.

Other investments, net consist of the following:

September 30,
Type 2014 June 30, 201

Preferred stoc- Comstock, at cos $ 4,410,000 $ 4,410,00!
Private equity hedge fund, at c 601,00( 601,00(
Corporate debt and equity instruments, at 101,00( 101,00(
Other preferred stoc 120,00( 120,00(
Warrants - at fair value 40,00( 65,00(

$ 5,272,000 $ 5,297,00

NOTE 5 - FAIR VALUE MEASUREMENTS

The carrying values of the Company’s financialriastents not required to be carried at fair valu@eacurring basis approximate fair value
due to their short maturities (i.e., accounts negdgle, other assets, accounts payable and othditiess, due to securities broker and
obligations for securities sold) or the nature @rdhs of the obligation (i.e., other notes payalld mortgage notes payable).

The assets measured at fair value on a recurrisig bee as follows:

As of September 30, 201

Assets: Level 1 Level 2 Level 3 Total

Other investments - warrants - - 40,00( 40,00(
Investment in marketable securiti

Basic material: $ 1,258,000 $ - % - $ 1,258,00
Technology and telecommunicatic 638,00( 638,00(
Entertainmen 275,00( 275,00(
Financial service 154,00( - - 154,00(
REITs and real estate compan 110,00( - - 110,00(
Other 150,00( - - 150,00(
2,585,00!I = - 2,585,00!I
$ 2,585,000 % - % 40,00 $ 2,625,00




As of June 30, 201+

Assets: Level 1 Level 2 Level & Total
Other investments - warrants $ - $ - $ 65,00( $ 65,00(
Investment in marketable
securities
Basic material: 1,772,00! - - 1,772,00!
Technology 389,00( - - 389,00(
Financial service 175,00( - - 175,00(
REITs and real estate
companie 167,00( - - 167,00(
Other 777,00( - - 777,00(
3,280,00I - - 3,280,00I
$ 3,280,000 $ - $ 65,000 $ 3,345,00I

The fair values of investments in marketable s¢iesrare determined by the most recently tradezbpf each security at the balance sheet
date. The fair value of the warrants was determbeesd upon a Black-Scholes option valuation model.

Financial assets that are measured at fair valweram-recurring basis and are not included irtabées above includeOther investments, r
(non-marketable securities),” that were initiallgasured at cost and have been written down todhie as a result of impairment or adjusted
to record the fair value of new instruments receifiee., preferred shares) in exchange for oldimsents (i.e., debt instruments). The
following table shows the fair value hierarchy fbese assets measured at fair value on a non-regbasis as follows:

Net gain for the three

months
ended September 3(
Assets Level 1 Level Z Level 3 September 30, 20: 2014
Other no-marketable investmen $ - $ - $ 5232000 $ 5,232,000 $ -
Net gain for the three
months
ended September 3(
Assets Level 1 Level Z Level & June 30, 201 2013

Other no-marketable investmen $ - 3 - $ 5,232,000 $ 5,232,000 $ -

Other investments in non-marketable securitiecarged at cost net of any impairment loss. The @amy has no significant influence or
control over the entities that issue these investmand holds less than 20% ownership in eachedftrestments. These investments are
reviewed on a periodic basis for other-than-temgoirapairment. The Company reviews several factordetermine whether a loss is other-
than-temporary. These factors include but areinotdd to: (i) the length of time an investmentrisan unrealized loss position, (ii) the extent
to which fair value is less than cost, (iii) thedncial condition and near term prospects of thegsand (iv) our ability to hold the investment
for a period of time sufficient to allow for anytaipated recovery in fair value.

NOTE 6 - SEGMENT INFORMATION

The Company operates in two reportable segmemhration of the hotel (“Hotel Operationaf)d the investment of its cash in market:
securities and other investments (“Investment Taamsns”). These two operating segments, as predéntthe consolidated financial
statements, reflect how management internally revieach segment’s performance. Management alsosnalezational and strategic
decisions based on this same information.

Information below represents reporting segmentshfeithree months September 30, 2014 and 2013 ctsply. Operating income from
Hotel operations consists of the operation of thielhand operation of the garage. Operating incliomavestment transactions consist of net
investment income and dividend and interest income.




As of and for the three months Hotel Investmen:

ended September 30, 201 Operations Transaction: Other Total
Revenue: $ 14,830,000 $ - $ - $ 14,830,00
Segment operating expenses (11,838,00) - (188,000 (12,026,00)
Segment income (los 2,992,001 - (188,000 2,804,001
Interest expens- mortgage (2,024,00i) - - (2,024,00i)
Depreciation and amortization expel (642,000 - - (642,000
Loss from investment - (592,000 - (592,000
Income tax benefit - - 182,00( 182,00(
Net income (loss $ 326,000 $ 592,000 $ (6,000 $ (272,000
Total assets $ 3506100 $ 7,857,000 $ 37,416,00 $ 80,334,000
As of and for the three months Hotel Investmen

ended September 30, 2013 Operations Transaction: Other Total
Revenue: $ 13,305,000 $ - $ - $ 13,305,00
Segment operating expenses (9,532,00i) - (169,001 (9,701,001
Segment income (los 3,773,001 - (169,000 3,604,001
Interest expens (635,000 - - (635,000
Depreciation and amortization expel (600,000 - - (600,000
Income from investmen - 31,00( - 31,00(
Income tax expense - - (471,000 (471,000
Net income (loss $ 2,538,000 % 31,000 $ (640,000 $ 1,929,00!
Total assets $ 33,952,000 $ 8,796,000 $ 8,786,000 $ 51,534,000

NOTE 7 - RELATED PARTY TRANSACTIONS

On July 2, 2014, the Partnership obtained fromnkergroup Corporation (parent company of Portsipan unsecured loan in the principal
amount of $4,250,000 at 12% per year fixed intesgith a term of 2 years, payable interest onlyhemonth. Intergroup received a 3% loan
fee. The loan may be prepaid at any time withouijtg. The proceeds of the loan were applied talthg 2014 payments to Holdings
described in Note 19 of the Company’s consolidéitghcial statements in the Company’s Annual ReparEForm 10-K for the fiscal year
ended June 30, 2014.

Certain shared costs and expenses, primarily adtrative expenses, rent and insurance are alloeatetig the Company, the Company’s
parent, Santa Fe and InterGroup, the parent oBSamtbased on management's estimate of the pratization of resources. For the three
months ended September 30, 2014 and 2013, thesasegpwere approximately $18,000 for each resgepéviod.

During the three months ended September 30, 20d2@h3, the Company received management fees fustitd Investors totaling
$140,000 and $112,000, respectively.

In connection with the redemption of limited parstep interests of Justice Investors, Limited Penghip (which took place during fiscal ye
ended June 30, 2014), Justice Operating Company,ddreed to pay a total of $1,550,000 in fees t@mieofficers and directors of the
Company for services rendered in connection wighrddemption of partnership interests, refinanohdustice’s properties and
reorganization of Justice Investors. This agreemastsuperseded by a letter dated December 11,fRf¥h3Justice Investors, Limited
Partnership, in which Justice Investors LimitedtRenship assumed the payment obligations of JuStierating Company, LLC. The first
payment under this agreement was made concurmittiythe closing of the loan agreements, with #m@aining payments due upon Justice
Investor’s having adequate available cash as destin the letter. As of September 30, 2014, $1(BDof these fees remain outstanding.

Four of the Portsmouth directors serve as direatbhstergroup. Three of those directors also saweéirectors of Santa Fe. The three Santa
Fe directors also serve as directors of InterGroup.

John V. Winfield serves as Chief Executive Offiead Chairman of the Company, Santa Fe, and Inteyisi@epending on certain market
conditions and various risk factors, the Chief Bxae Officer, his family, Santa Fe and InterGraupy, at times, invest in the same
companies in which the Company invests. The Comgapurages such investments because it placempérssources of the Chief
Executive Officer and his family members, and tbsources of Santa Fe and InterGroup, at risk imection with investment decisions made
on behalf of the Company.
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Item 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FI NANCIAL CONDITION AND RESULTS OF OPERATIONS
FORWARD-LOOKING STATEMENTS AND PROJECTIONS

The Company may from time to time make forward-logkstatements and projections concerning futupeetations. When used in this
discussion, the words “anticipate,” “estimate,” pext,” “project,” “intend,” “plan,” “believe,” “may’ “could,” “might” and similar
expressions, are intended to identify forward-logkstatements. These statements are subject &ncesks and uncertainties, such as
national and worldwide economic conditions, inchglthe impact of recessionary conditions on tourisavel and the lodging industry, the
impact of terrorism and war on the national andrmational economies, including tourism and seiesrinarkets, energy and fuel costs,
natural disasters, general economic conditionscangpetition in the hotel industry in the San Franoiarea, seasonality, labor relations and
labor disruptions, actual and threatened pandesuicl as swine flu, partnership distributions, thidits to obtain financing at favorable
interest rates and terms, securities markets, a&gyl factors, litigation and other factors disagsbelow in this Report and in the Company’s
Annual Report on Form 10-K for the fiscal year eshdane 30, 2014, that could cause actual resuttéfes materially from those projected.
Readers are cautioned not to place undue reliamtieese forward-looking statements, which speak aslto the date hereof. The Company
undertakes no obligation to publicly release thsults of any revisions to those forward-lookingeti@ents, which may be made to reflect
events or circumstances after the date hereof @fliect the occurrence of unanticipated events.

RESULTS OF OPERATIONS

The Company's principal business is conducted tirdats general and limited partnership intereghanJustice Investors limited partnership
(“Justice” or the “Partnership”). Justice owns & %dom hotel property located at 750 Kearny Stigat) Francisco, California 94108, known
as the “Hilton San Francisco Financial Districtidt‘Hotel”) and related facilities, including a é&vevel underground parking garage. The
financial statements of Justice have been congelidaith those of the Company.

The Hotel is operated by the Partnership as aéullice Hilton brand hotel pursuant to a Franchisense Agreement with Hilton Hotels
Corporation. The term of the Agreement is for dgabof 15 years commencing on January 12, 2006, antoption to extend the license term
for another five years, subject to certain condsiaJustice also has a Management Agreement wig Ptospitality L.P. (“Prism”) to

perform management functions for the Hotel. The agament agreement with Prism had an original tdrtaroyears and can be terminated
at any time with or without cause by the Partngrshwner. Effective January 2014, the managemeeagent with Prism was amended by
the Partnership. Effective December 1, 2013, GMRadgement, Inc., a company owned by a Justice khgtetner and related party, also
provides management services for the Partnershigupnt to a Management Services Agreement, whifdr is term of 3 years, but which ¢
be terminated earlier by the Partnership for cause.

The parking garage that is part of the Hotel prigpisrmanaged by Ace Parking pursuant to a contritbtthe Partnership. Portsmouth also
receives management fees as a general partnestafeJfor its services in overseeing and manadiedPartnership’s assets. Those fees are
eliminated in consolidation.

Three Months Ended September 30, 2014 Compared tchfee Months Ended September 30, 2013

The Company had a net loss of $272,000 for thesthmenths ended September 30, 2014 compared toguehe of $1,929,000 for the three
months ended September 30, 2013. The change ianisirattributable to lower income from hotel optimas as the result of the higher
mortgage interest expense due to the higher matgalnce and higher legal expenses associate@mithgoing legal matter related to the
Justice partnership redemption and from lossesi®@iCobmpany’s marketable securities portfolio, jpélytioffset by the continued
improvement of Hotel revenues.

The Company had net income from hotel operatior&3@6,000 for the three months ended Septembe&2(3@, compared to net income of
$2,538,000 for the three months ended Septemb&033. The change in the net income as noted alvasalue to higher mortgage interest
expense as the result of the higher mortgage baland higher legal expenses. This is partiallyetffsy the increase in revenues at the Hotel
resulting from higher average room rates.
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The following table sets forth a more detailed prdation of Hotel operations for the three montidesl September 30, 2014 and 2013.

For the three months ended September 3 2014 2013
Hotel revenues
Hotel rooms $ 12,34400 $ 11,054,00
Food and beverag 1,573,00! 1,328,00!
Garage 697,00( 755,00(
Other operating departments 216,00( 168,00(
Total hotel revenue 14,830,00 13,305,00
Operating expenses excluding interest, depreciatimhamortization expenses (11,838,00) (9,532,001
Operating income before interest, depreciationamdrtization expense 2,992,001 3,773,001
Interest expens (2,024,00i) (635,000
Depreciation and amortization expense (642,000 (600,000
Net income from hotel operatiol $ 326,000 $  2,538,00

For the three months ended September 30, 201#{dted generated operating income of $2,992,000rbefderest and depreciation and
amortization expenses on total revenues of $140880;ompared to income of $3,773,000 before intened depreciation and amortization
expenses on total operating revenues of $13,305¢3008e three months ended September 30, 2013nRewenues increased by $1,290,000
for the three months ended September 30, 2014 qeahpa the three months ended September 30, 20hanily as the result of higher room
rates as the result of two big San Francisco caioen Food and beverage revenue increased by 82 5s the result of higher banquet
revenue volume.

Operating expenses increased by $2,306,000 compatkd prior period primarily due to legal feegter room occupancy and higher food
and beverage related expenses, higher franchiseradi card fees as the result in the increasevienues and higher property taxes as the
result of the redemption the limited partners drerefinancing of the Hotel.

The following table sets forth the average dailymorate, average occupancy percentage and roomueyer available room (“RevPARSS
the Hotel for the three months ended Septembe2@®D} and 2013.

Three Months Average Average
Ended September 30, Daily Rate Occupancy % RevPAR
2014 $ 25¢ 96% $ 247
2013 $ 23t 9% $ 221

Room revenues remained strong as the San Framomsdet continued to have good demand for highedrbtisiness. The Hotel's average
daily rate increased by $23 for the three montliedrSeptember 30, 2014 compared to the three menttesd September 30, 2013, while
occupancy percentages increase to 96% from 949%.rAsult, the Hotel was able to achieve a RevPARbau that was $26 higher than the
comparative three month period.

Our highest priority is guest satisfaction. We &eadi that enhancing the guest experience diffettestiie Hotel from our competition by
building the most sustainable guest loyalty. Duffisgal 2014, we introduced significant product amtements including “The

Cloud” (technology lounge) dedicated to the HHortopstier members, three new premium executive imgeboms on the lobby level
designed for top corporate meetings, major spoigdtevision events and one meeting room that ivedible into a Karaoke lounge. We
have also upgraded our Team Members lounge anddockms and relocated our Sales Department tiokitgy level to better access for
hotel clients. In addition, a Wellness Center iarimeg completion on the fifth floor and will featua new spa and an expanded fitness center.
The hotel lobby is undergoing a comprehensive godids upgrade and will present a new level of sgdenfort and arrival experience. And
finally, the Hotel in conjunction with the Chine€altural Center is developing a landscape are&erPedestrian Bridge that connects the
hotel to Portsmouth Square. We continue takingsstiept further develop our ties with the local @sa community and the city of San
Francisco, representing good corporate citizenshgbpromoting important, new business opportunities
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The Company had a net loss on marketable securiti®479,000 for the three months ended Septenhe2®.4 compared to a net gain on
marketable securities of $93,000 for the three m®pehded September 30, 2013. For the three montiesieSeptember 30, 2014, the
Company had a net realized gain of $43,000 and antealized loss of $522,000. For the three moettded September 30, 2013, the
Company had a net realized loss of $72,000 and armealized gain of $165,000. Gains and lossasatketable securities may fluctuate
significantly from period to period in the futuradacould have a significant impact on the Compangssilts of operations. However, the
amount of gain or loss on marketable securitiegfgr given period may have no predictive value\aaréhtions in amount from period to
period may have no analytical value. For a moraitiat description of the composition of the Compamyarketable securities see the
Marketable Securities section below.

The Company consolidates Justice (Hotel) for fin@neporting purposes and is not taxed on its comirolling interest in the Hotel. The
income tax benefit (expense) during the three neatided September 30, 2014 and 2013 represernitstme tax effect on the Company ' s
pretax income which includes its share in net inedghoss) of the Hotel. The Company’s tax benefia gercentage of the Company’s (loss)
income before income taxes has increased in f&@Hb due to the redemption and a larger ownershijpitice.

MARKETABLE SECURITIES

As of September 30, 2014 and June 30, 2014, thep@oynhad investments in marketable equity secaritfe$2,585,000 and $3,280,000,
respectively. The following table shows the composiof the Company’s marketable securities poidfbly selected industry groups as:

As of September 30, 201 % of Total

Investmen

Industry Groug Fair Value Securities
Basic material: $ 1,258,001 48.7%
Technology and telecommunicatic 638,00( 24.1%
Entertainmen 275,00( 10.€%
Financial service 154,00( 6.C%
REITs and real estate compar 110,00( 4.2%
Other 150,00( 5.7%
$ 2,585,001 100.(%

As of June 30, 2014 % of Total

Investmen

Industry Groug Fair Value Securities
Basic material: 1,772,00 54.(%
Technology 389,00( 11.%
Financial service 175,00( 5.2%
REITs and real estate compar 167,00( 5.1%
Other 777,00( 23.1%
3,280,001 100.(%
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The Company’s investment in marketable securit@#gio is diversified with 17 different equity paions. The Company holds four equity
securities that are individually more than 10%haf €quity value of the portfolio. The largest séguwepresents 48.7% of the portfolio and
consists of the common stock of Comstock Mining, [(iComstock” - NYSE MKT: LODE) which is includdd the basic materials industry
group. The amount of the Company’s investment in@articular issuer may increase or decrease, dditi@ns or deletions to its securities
portfolio may occur, at any time. While it is theérnal policy of the Company to limit its initislvestment in any single equity to less than
10% of its total portfolio value, that investmeoutd eventually exceed 10% as a result of equipregation or reduction of other positions.
A significant percentage of the portfolio consistsommon stock in Comstock that was obtained thinadividend payments by Comstock on
its 7.5% Series A-1 Convertible Preferred Stodihe Company also owns Comstock convertible prefesteck that is valued at $4,410,000
as of September 30, 2014 and June 30, 2014 andlgttin Other Investments.

Marketable securities are stated at fair valueedsrohined by the most recently traded price of esclurity at the balance sheet date.
FINANCIAL CONDITION AND LIQUIDITY

The Company’s cash flows are primarily generatechfits Hotel operations, and general partner managéfees and limited partnership
distributions from Justice Investors (“the Parth@¥. The Company also receives cash generated fhe investment of its cash and
marketable securities and other investments.

On December 18, 2013, the Partnership completeofen to Redeem any and all limited partnershigiiests not held by Portsmouth. As a
result, Portsmouth, which prior to the Offer to Beth owned 50% of the then outstanding limited gastmip interests now controls
approximately 93% of the voting interest in Justoe is now its sole General Partner.

To fund redemption of limited partnership interestsl to repay the prior mortgage, Justice obtain®87,000,000 mortgage loan and a
$20,000,000 mezzanine loan. The mortgage loarcizasd by the Partnership’s principal asset, theoHiSan Francisco-Financial District.
The mortgage loan initially bears an interest cit8.28% per annum and matures in January 2024d8gional security for the mortgage
loan, there is a limited guaranty executed by tbe@any in favor of mortgage lender. The mezzaroae s a secured by the Operating
membership interest held by Mezzanine and is suhated to the Mortgage Loan. The mezzanine lodrallyi bears interest at 9.75% per
annum and matures in January 2024. As additioralrigg for the mezzanine loan, there is a limitegugnty executed by the Company in
favor of mezzanine lender.

On July 2, 2014, the Partnership obtained fromitkergroup Corporation (parent company of Portsmpah unsecured loan in the principal
amount of $4,250,000 at 12% per year fixed intereh a term of 2 years, payable interest onlyhemonth. Intergroup received a 3% loan
fee. The loan may be prepaid at any time withouijtg. The proceeds of the loan were applied talthg 2014 payments to Holdings
described in Note 19 of the Company’s consolidéitgahcial statements in the Company’s Annual ReparEForm 10-K for the fiscal year
ended June 30, 2014.

Despite an uncertain economy, the Hotel has coatina generate positive cash flows. While the debtice requirements related the new
loans, may create some additional risk for the Camgpand its ability to generate cash flows in taife, management believes that cash
flows from the operations of the Hotel and the garwill continue to be sufficient to meet all oktRartnership’s current and future
obligations and financial requirements. Managenaést believes that there is sufficient equity ia thotel assets to support future
borrowings, if necessary, to fund any new capitgliovements and other requirements.

The Company has invested in short-term, incomeymiog instruments and in equity and debt secunitieen deemed appropriate. The
Company's marketable securities are classifiedading with unrealized gains and losses recordexlih the consolidated statements of
operations.

Management believes that its cash, marketable isesyand the cash flows generated from thosasasel from the partnership management

fees, will be adequate to meet the Compsauyirrent and future obligations. Additionally, mgement believes there is significant apprec
value in the Hotel property to support additionatrbwings if necessary.
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MATERIAL CONTRACTUAL OBLIGATIONS

The following table provides a summary as of Sepn30, 2014, the Company’s material financial gditions which also including interest
payments.

9 Months Year Year Year Year
Total 2015 2016 2017 2018 2019 Thereafte

Mortgage and subordinated
notes payabl $117,000,00 $ - 8 - $ 672,000 $ 1,398,000 $ 1,473,000 $113,457,00
Redemption payabl 20,551,00 20,551,00 - - - - -
Other notes payab 4,642,00 138,00( 175,00( 4,329,001 - - -
Interest 61,610,00 5,696,001 7,591,001 7,532,001 7,070,001 6,489,00! 27,232,00

Total $203,803,00 $26,385,00 $ 7,766,000 $12,533,00 $ 8,468,000 $ 7,962,000 $140,689,00

OFF-BALANCE SHEET ARRANGEMENTS
The Company has no material off balance sheetgeraants.
IMPACT OF INFLATION

Hotel room rates are typically impacted by suppig demand factors, not inflation, since rental bbgl room is usually for a limited numl

of nights. Room rates can be, and usually are séetjuo account for inflationary cost increasesc&iPrism has the power and ability under
the terms of its management agreement to adjust famim rates on an ongoing basis, there shoutdibianal impact on partnership revenues
due to inflation. Partnership revenues are alsgestlp interest rate risks, which may be influehbg inflation. For the two most recent fis
years, the impact of inflation on the Company'®ime is not viewed by management as mate

CRITICAL ACCOUNTING POLICIES AND USE OF ESTIMATES

Critical accounting policies are those that are trs@mificant to the portrayal of our financial jti@n and results of operations and require
judgments by management in order to make estinadest the effect of matters that are inherentlyeutain. The preparation of the

financial statements requires us to make estinstdgudgments that affect the reported amountsiirconsolidated financial statements. We
evaluate our estimates on anguwing basis, including those related to the codsatilbn of our subsidiaries, to our revenues, allowes for ba
debts, accruals, asset impairments, other invesgni@eome taxes and commitments and contingendieshase our estimates on historical
experience and on various other assumptions théelieve to be reasonable under the circumstativesesults of which form the basis for
making judgments about the carrying values of asmad liabilities. The actual results may diffemfrthese estimates or our estimates may be
affected by different assumptions or conditionserehhave been no material changes to the Comparitital accounting policies during the
three months September 30, 2014. Please refee tGdimpany’s Annual Report on Form KC(for the year ended June 30, 2014 for a sum

of the critical accounting policies.

Iltem 4. Controls and Procedures
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES

The Company’s management, with the participatiothefCompany’s Chief Executive Officer and Printipaancial Officer, has evaluated
the effectiveness of the Company’s disclosure atsitind procedures (as defined in Rules 13a-15¢)1&8d-15(e) under the Exchange Act)
as of the end of the quarterly period covered g/ @uarterly Report on Form 10-Q. Based upon sweluation, the Chief Executive Officer
and Principal Financial Officer have concluded thatof the end of such period, the Company’s désck controls and procedures are
effective in ensuring that information requiredo® disclosed in this filing is accumulated and camivated to management and is recorded,
processed, summarized and reported within the pieni®ds specified in the Securities and Exchangar@ission rules and forms.
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CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTIN G

There have been no changes in the Company’s inteoné&rol over financial reporting during the lagtarterly period covered by this
Quarterly Report on Form 10-Q that have materiaffgcted, or are reasonably likely to materiallieaf, the Company’s internal control over
financial reporting.

PART II.
OTHER INFORMATION

Item 6. Exhibits.
31.1 Certification of Principal Executive Officef Beriodic Report Pursuant to Rule 13a-14(a) anié R&d-14(a).
31.2 Certification of Principal Financial Officef Beriodic Report Pursuant to Rule 13a-14(a) anké BR5d-14(a).
32.1 Certification of Principal Executive OfficeuBuant to 18 U.S.C. Section 1350.

32.2 Certification of Principal Financial Officeuuant to 18 U.S.C. Section 1350
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this report to be
signed on its behalf by the undersigned, thereduty authorized.

PORTSMOUTH SQUARE, INC
(Registrant

Date:_November 14, 2014 by /s/ John V. Winfielc

John V. Winfield, Presiden
Chairman of the Board ar
Chief Executive Office

Date:_November 14, 2014 by /s/ Geoffrey M. Palerm

Assistant Secretal

Date: November 14, 2014 by /s/ David T. Nguyel

David T. Nguyen, Treasur
and Controlle

-17-




EXHIBIT 31.1
CERTIFICATION
[, John V. Winfield, certify that:
1. | have reviewed this quarterly report on FormQ@0f Portsmouth Square, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemamdsother financial information included in thipogt, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal controls over financial report{ag defined in Exchange Act Rules 13a-
15(f) and 15(d)-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by others
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financgdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presentais report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyaport based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) iflas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer(s) alndave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing equivalent
functions):

(a) All significant deficiencies and material weakn in the design or operation of internal corgxar financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: November 14, 2014

/s/ John V. Winfield

John V. Winfield

President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2
CERTIFICATION
[, David T. Nguyen, certify that:
1. | have reviewed this quarterly report on FormQ@0f Portsmouth Square, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, niatadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statemamdsother financial information included in thipogt, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal controls over financial report{ag defined in Exchange Act Rules 13a-
15(f) and 15(d)-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by others
within those entities, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financgdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registeadisclosure controls and procedures and presentais report our conclusions ab
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyaport based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) iflas materially affected, or is reasonably
likely to materially affect, the registrant’s intexl control over financial reporting; and

5. The registrant’s other certifying officer(s) alndave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing equivalent
functions):

(a) All significant deficiencies and material weakn in the design or operation of internal corgrar financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: November 14, 2014

/s/ David T. Nguyen

David T. Nguyen
Treasurer and Controller
(Principal 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 of PortstmoBquare, Inc. (the "Company") on Form 10-Q fer duarterly period ended September
30, 2014, as filed with the Securities and Excha@gmmission on the date hereof (the "Report)ohnlV. Winfield, President and Chief
Executive Officer of the Company, certify, pursutnil8 U.S.C. Section 1350, as adopted pursuadéttion 906 of the Sarbanes-Oxley Act
of 2002, to the best of my knowledge, that:

« The Report fully complies with the requirementsSefction 13(a) or 5(d) of the Securities ExchangeoAd 934; and

« The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of the
Company.

/s/ John V. Winfield

John V. Winfield

President and Chief Executive Officer
(Principal Executive Officer)

Date: November 14, 2014

A signed original of this written statement reqdit®y Section 906 has been provided to Portsmoutfai®g Inc. and will be retained by
Portsmouth Square, Inc. and furnished to the Siesiand Exchange Commission or its staff uponestju




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 of PortstmoBquare, Inc. (the "Company") on Form 10-Q fer duarterly period ended September
30, 2014, as filed with the Securities and Exchabgemission on the date hereof (the "Report"),dyid T. Nguyen, Treasurer and
Controller of the Company, serving as its Principalancial Officer, certify, pursuant to 18 U.S$&ction 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002héoltest of my knowledge, that:

« The Report fully complies with the requirementsSefction 13(a) or 5(d) of the Securities ExchangeoAd 934; and

« The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of the
Company.

/s/ David T. Nguyen

David T. Nguyen
Treasurer and Controller
(Principal Financial Officer)

Date: November 14, 2014

A signed original of this written statement reqdit®y Section 906 has been provided to Portsmoutfai®g Inc. and will be retained by
Portsmouth Square, Inc. and furnished to the Siesiand Exchange Commission or its staff uponestju






