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PART I   FINANCIAL INFORMATION

 LAS VEGAS RAILWAY EXPRESS, INC.
UNAUDITED CONDENSED BALANCE SHEETS

December
31, March 31,

2014 2014
(Unaudited)

Assets
Current assets
Cash $1,003 $87,910
Accounts receivable 24,473 -
Prepayments and other 56,477 101,250
Total current assets 81,953 189,160

Property and equipment, net of accumulated depreciation 654,943 684,407

Other assets
   Deposits 21,500 22,385
Total assets $758,396 $895,952

Liabilities and Stockholders' Deficit

Current liabilities
Short term notes payable $- $13,333
Accounts payable and accrued expenses 996,235 442,711
Derivative liability 3,171,587 1,198,018
Notes payable - related parties 60,000 -
Current portion of convertible notes payable, net of debt discount 2,695,285 1,271,984
Total current liabilities 6,923,107 2,926,046
Long-term portion of convertible debt, net of current portion 127,050 150,000
Total liabilities 7,050,157 3,076,046

Commitments and contingencies

Stockholders' deficit
Common stock, $0.0001 par value, 500,000,000 shares authorized, 402,331,051 and
16,041,142 shares issued and outstanding as of December 31, 2014 (unaudited) and
March 31, 2014, respectively 40,233 1,604
Additional paid-in capital 34,391,114 29,445,945
Common stock payable 187,508 -
Accumulated deficit (40,910,616) (31,627,643)
Total stockholders' deficit (6,291,761 ) (2,180,094 )
Total liabilities and stockholders' deficit $758,396 $895,952

See accompanying notes to condensed financial statements
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LAS VEGAS RAILWAY EXPRESS, INC.
CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)

Three Months Ended Nine Months Ended

December 31,
December

31,
December

31,
December

31,
2014 2013 2014 2013

Revenues $(734 ) $- $106,820 $-
Cost of sales 11,353 - 63,896 -
Gross profit (12,087 ) - 42,924 -

Operating Expenses:
Compensation and payroll taxes 183,798 526,964 3,683,259 1,683,096
Selling, general and administrative 334,354 212,512 1,104,656 1,290,094
Professional fees 174,348 509,427 1,196,986 1,453,936
Depreciation expense 39,418 1,928 69,011 5,290
Total operating expenses 731,918 1,250,831 6,053,912 4,432,416

Loss from operations (744,005 ) (1,250,831) (6,010,988 ) (4,432,416)

Other income (expense)
Interest expense (396,820 ) (1,326,916) (2,533,739 ) (4,862,209)
Change in derivative liability (1,157,845 ) (3,340,399) (738,244 ) 1,569,736
Total other income (expense) (1,554,665 ) (4,667,315) (3,271,983 ) (3,292,473)

Net income (loss) from operations before provision for
income taxes (2,298,670 ) (5,918,146) (9,282,971 ) (7,724,889)
Provision for income taxes - (4,540 ) - (13,571 )

Net income (loss) $(2,298,670 ) $(5,922,686) $(9,282,971 ) $(7,738,460)

Net income (loss) per share, basic and diluted $(0.01 ) $(0.67 ) $(0.10 ) $(0.92 )

Weighted average number of common shares
outstanding, basic and diluted 227,614,306 8,878,495 94,721,435 8,414,380

See accompanying notes to condensed financial statements
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LAS VEGAS RAILWAY EXPRESS, INC.
CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)

Nine Months Ended
December

31,
December

31,
2014 2013

Cash flows from operating activities
Net loss $(9,282,971) $(7,738,460)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 69,011 5,290
Amortization of discounts on note payable 1,967,103 4,090,300
Amortization of debt offering costs - 568,141
Impairment of Union Pacific deposit - 600,000
Deferred tax provision - 13,571
Change in value of derivative liability 738,243 (1,569,736)
Stock issued for services 583,840 314,181
Stock option compensation 2,687,954 -
Warrants issued for services 164,708 468,852
Loss on settlement on accounts payable for stock 287,785 -

Changes in operating assets and liabilities:
Accounts receivable -
Other current assets 20,300 237,881
Other assets 885 3,303
Liabilities of discontinued operations, net - (194,041 )
Accounts payable and accrued expenses 790,211 121,922

Net cash used in operating activities (1,972,931) (3,078,796)

Cash flows from investing activities
Purchases of property and equipment (39,546 ) (284,749 )
Net cash used in investing activities (39,546 ) (284,749 )

Cash flows from financing activities
Proceeds from sale on shares of common stock 577,300 175,000
Proceeds from exercise of stock options 3,174 -
Proceeds from exercise of warrants 4,417 -
Proceeds from convertible notes payable 1,280,679 2,730,000
Proceeds from notes payable - related parties 60,000 -

Net cash provided by financing activities 1,925,570 2,905,000

Net change in cash (86,907 ) (458,545 )
Cash, beginning of the period 87,910 1,262,615
Cash, end of the period $1,003 $804,070
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Supplemental disclosure of cash flow information:
Interest paid $13,963 $-
Income taxes paid $- $-

Supplemental disclosure of non-cash investing and financing transactions:
Stock issued as payment of accounts payable $149,938 $-
Stock issued for debt and accrued interest $327,116 $447,969

See accompanying notes to condensed financial statements
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LAS VEGAS RAILWAY EXPRESS, INC.
NOTES TO CONDENDED FINANCIAL STATEMENTS

FOR THE THREE AND NINE MONTHS ENDED DECEMBER 31, 2014 AND 2013
(Unaudited)

(1)   Organization and basis of presentation

Basis of Financial Statement Presentation:

The accompanying unaudited interim financial statements of Las Vegas Railway Express, Inc. (the "Company") have
been prepared in accordance with the instructions to Form 10-Q and Article 8 of Regulation S-X. Accordingly, they
do not include all information and footnotes required by accounting principles generally accepted in the United States
of America (“GAAP”) for complete financial statements. These statements reflect all normal and recurring adjustments
which, in the opinion of management, are necessary to present fairly the financial position, results of operations and
cash flows of the Company for the interim periods presented. However, the results of operations for the interim
periods presented are not necessarily indicative of the results that may be expected for the year ending March 31, 2015
or any other future period. These interim financial statements should be read in conjunction with the audited
consolidated financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the
year ended March 31, 2014.

Going Concern:

The accompanying financial statements have been prepared assuming that the Company will continue as a going
concern. As shown in the accompanying financial statements, the Company has net losses of $9,282,971 for the nine
months ended December 31, 2014. The Company also has an accumulated deficit of $40,910,616, and a negative
working capital of $6,841,154 as of December 31, 2014, as well as outstanding convertible notes payable of
$2,986,564. Management believes that it will need additional equity or debt financing to be able to implement its
business plan. Given the lack of revenue, capital deficiency and negative working capital, there is substantial doubt
about the Company’s ability to continue as a going concern.

Management is attempting to raise additional equity and debt to sustain operations until it can market its services and
achieves profitability. The successful outcome of future activities cannot be determined at this time and there are no
assurances that, if achieved, the Company will have sufficient funds to execute its intended business plan or generate
positive operating results.

The accompanying financial statements do not include any adjustments related to the recoverability and classification
of assets or the amounts and classification of liabilities that might be necessary should the Company be unable to
continue as a going concern.

(2)   Summary of Significant Accounting Policies

Risks and Uncertainties:

The Company operates in an industry that is subject to intense competition and potential government regulations.
Significant changes in regulations and the inability of the Company to establish contracts with rail services providers
could have a materially adverse impact on the Company’s operations.

Use of Estimates:
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The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenues and expenses during the reported periods.
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Property and Equipment:

Property and equipment are recorded at historical cost and depreciated on a straight-line basis over their estimated
useful lives of approximately five years once the individual assets are placed in service.  The Company expenses all
purchases of equipment with individual costs of under $500, and these amounts are not material to the financial
statements. The Company owns 16 rail cars that are under construction and because they are not in service yet the
Company does not depreciate these assets.

Long-Lived Assets:

In accordance with FASB ASC 360-10, the Company evaluates long-lived assets for impairment whenever events or
changes in circumstances indicate that their net book value may not be recoverable. When such factors and
circumstances exist, the Company compares the projected undiscounted future cash flows associated with the related
asset or group of assets over their estimated useful lives against their respective carrying amount. Impairment, if any,
is based on the excess of the carrying amount over the fair value, based on market value when available, or discounted
expected cash flows, of those assets and is recorded in the period in which the determination is made. The Company’s
management believes there has been no impairment of its long-lived assets during the nine months ended December
31, 2014, or 2013. There can be no assurance, however, that market conditions will not change or demand for the
Company’s business model will continue. Either of these could result in future impairment of long-lived assets.

Income Taxes:

Deferred tax assets and liabilities are recognized for the expected future tax consequences of events that have been
included in the financial statements or tax returns. Under this method, deferred tax assets and liabilities are determined
based on the differences between the financial reporting and tax bases of assets and liabilities using enacted tax rates
in effect for the year in which the differences are expected to reverse. The deferred tax assets of the Company relate
primarily to operating loss carryforwards for federal income tax purposes. A full valuation allowance for deferred tax
assets has been provided because the Company believes it is not more likely than not that the deferred tax asset will be
realized. Realization of deferred tax assets is dependent on the Company generating sufficient taxable income in
future periods.

The Company periodically evaluates its tax positions to determine whether it is more likely than not that such
positions would be sustained upon examination by a tax authority for all open tax years, as defined by the statute of
limitations, based on their technical merits. As of December 31, 2014, and March 31, 2014, the Company has not
established a liability for uncertain tax positions.

Basic and Diluted Loss per Share:

In accordance with Financial Accounting Standards Board Accounting Standards Codification (“FASB ASC”) 260,
“Earnings per Share,” the basic income (loss) per common share is computed by dividing the net income (loss) available
to common stockholders by the weighted average common shares outstanding during the period. Diluted earnings per
share reflect per share amounts that would have resulted if diluted potential common stock had been converted to
common stock. Common stock equivalents have not been included in the earnings per share computation for the three
and nine months ended December 31, 2014, and 2013 as the amounts are anti-dilutive. As of December 31, 2014, the
Company had 50,811,316 outstanding stock options, convertible debt of $2,986,564, before debt discount of
$164,229, and 4,653,982 of outstanding warrants, which were all excluded from the computation as they were
anti-dilutive.

Share Based Payment:
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The Company issues stock, options, and warrants as share-based compensation to employees and non-employees.
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The Company accounts for its share-based compensation to employees in accordance FASB ASC 718. Stock-based
compensation cost is measured at the grant date, based on the estimated fair value of the award, and is recognized as
expense over the requisite service period.

The Company accounts for share-based compensation issued to non-employees and consultants in accordance with the
provisions of FASB ASC 505-50 “Equity - Based Payments to Non-Employees.” Measurement of share-based payment
transactions with non-employees is based on the fair value of whichever is more reliably measurable: (a) the goods or
services received; or (b) the equity instruments issued. The final fair value of the share-based payment transaction is
determined at the performance completion date. For interim periods, the fair value is estimated and the percentage of
completion is applied to that estimate to determine the cumulative expense recorded.

The Company values stock compensation based on the market price on the measurement date. As described above, for
employees this is the date of grant, and for non-employees, this is the date of performance completion.

The Company values stock options that do not qualify as derivative instruments using the Black-Scholes option
pricing model.  Assumptions used in the Black-Scholes model to value options issued during the nine months ended
December 31, 2014 were as follows.  There were no options granted during the nine months ended December 31,
2013 that were valued using the Black-Scholes model.

Nine Months
Ended

Nine
Months
Ended

December
31,

December
31,

2014 2013

Expected life in years 2.5 NA

Stock price volatility
229.90%
- 246.49 % NA

Risk free interest rate
0.94% -
1.18 % NA

Expected dividends NA NA
Forfeiture rate 0 % NA

Derivative Liabilities:

In connection with the private placement of convertible notes beginning in February 2013, the Company became
contingently obligated to issue shares of common stock in excess of our then maximum of 200 million shares of
authorized common stock under the Company’s certificate of incorporation. Consequently, the ability to settle these
obligations with shares would be unavailable causing these obligations to potentially be settled in cash. This condition
created a derivative liability.

The Company has a sequencing policy regarding share settlement wherein instruments with the earliest issuance date
would be settled first. The sequencing policy also considers contingently issuable additional shares, such as those
issuable upon a stock split, to have an issuance date to coincide with the event giving rise to the additional shares.

On December 2, 2013, the Company effected a one-for-twenty reverse stock split of the Company’s issued and
outstanding common stock shares. As a result, the Company’s outstanding shares of common stock and common stock
equivalents no longer exceeded the number of authorized shares. As a result, as of December 2, 2013, these
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instruments that were accounted for as derivative liabilities were reclassified as equity.

The Company also has certain warrants and embedded conversion options in notes payable with elements that qualify
as derivatives. The warrants have anti-dilution clauses that prevent calculation of the ultimate number of shares that
may be issued upon exercise, and four outstanding notes payable that had a variable conversion feature that similarly
prevented the calculation of the number of shares into which they were convertible.

The Company values these warrants and embedded conversion options in notes payable using the Black-Scholes
model. The resulting liability is valued at each reporting date and the change in the liability is reflected as change in
derivative liability in the condensed statement of operations.

8
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In determining the appropriate fair value of the derivative liabilities, the Company used the following input levels for
its valuation methodology (see Note 6 for more information regarding the Company’s derivative instruments).

Fair Value Fair Value Measurements
as of at December 31, 2014

December 31, Using Fair Value Heirarchy
2014 Level 1 Level 2 Level 3

Liabilities:
Derivative liability $ 3,171,587 $ - $ 3,171,587 $ -

New Accounting Pronouncements:

There are no new significant accounting standards applicable to the Company that have been issued but not yet
adopted by the Company as of December 31, 2014, and through the date of this filing.

(3)   Property and Equipment

Property and equipment consisted of the following.

December
31, March 31,

2014 2014
(Unaudited)

Office equipment $ 65,548 $ 61,611
Computer software 24,166 24,167
Transportation equipment under construction 657,412 621,802

747,126 707,580

Less: accumulated depreciation (92,183 ) (23,173 )

$ 654,943 $ 684,407

9
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(4)   Short Term Notes Payable

A summary of outstanding notes payable is as follows:

December
31, March 31,

2014 2014
(Unaudited)

Secured promissory notes, dated May 17, 2011
through May 17, 2012 to an investor bearing interest
at 8% per annum, payable on May 17, 2012. $ - $ 13,333

Total outstanding notes payable $ - $ 13,333

The above note payable was repaid in full during the nine months ended December 31, 2014 in connection with the
Debt Securities Assignment and Purchase agreement.

(5)   Convertible Notes Payable

During the nine months ended December 31, 2014, the Company received total proceeds from convertible notes
payable $1,280,679, of which $0 was received in the third quarter. During the three months ended December 31,
2014, the Company converted $ 191,984  of convertible notes payable into 179,751,666 shares of common stock.
During the nine months ended December 31, 2014, the Company converted $327,116 of convertible notes payable
into 188,024,363 shares of common stock.

A description of outstanding convertible notes payable is as follows:

On October 1, 2013, the Company entered into a promissory note with JMJ Financial which provides for the
Company to borrow up to $350,000 in principal (the “JMJ Note”).  As of March 31, 2014, the Company had borrowed
$150,000 under this Promissory Note.  Outstanding borrowings mature two years from the effective date of each
advance.  If the outstanding balance of the note is repaid by the Company on or before 90 days from the effective date
of the borrowing, the interest charged is 0%.  However, if the Company does not repay the note within 90 days, a
one-time interest charge of 12% shall be applied to the outstanding principal sum.  The outstanding balance of the
note may be converted into common stock at the option of the debt holder at a rate equal to the lower of $0.90 per
share, or 60% of the lowest trading price in the 25 days trading days previous to the conversion date, subject to other
adjustments in the agreement.  During the three months ended June 30, 2014, the Company borrowed an additional
$40,000 under the JMJ Note.  During the three months ended June 30, 2014, JMJ Financial converted $69,785 of
outstanding principal into 785,000 shares of common stock under the terms of the agreement.  During the three
months ended September 30, 2014, JMJ Financial converted an additional $39,490 of outstanding principal into
3,800,000 shares of common stock. During the three months ended December 31, 2014 JMJ converted $12,859 of
outstanding principal into 15,415,000 shares of common stock and as of December 31, 2014, the outstanding balance
of the JMJ Note amounted to $60,621.

On November 22, 2013, the Company, entered into and closed a purchase agreement (the “Purchase Agreement”) with
an institutional investor, pursuant to which the Company sold to the investor a senior secured convertible promissory
note in the principal amount of $1,750,000 (the “Note”), and warrants to purchase 300,000 shares of common stock (the
“Warrants”), for an aggregate purchase price of $1,750,000. The Note was scheduled to mature on June 30, 2014, bears
interest at the rate of 10% per year payable on maturity in cash or shares of common stock at the Company’s option
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(subject to certain conditions), and is convertible into shares of the Company’s common stock at a conversion price
equal to $0.70, subject to adjustment in the event of future stock splits, stock dividends, and similar transactions, or in
the event of subsequent equity sales by the Company at a price lower than the conversion price then in effect.  The
Company’s obligations under the Note are secured by substantially all of the Company’s assets.  The Warrants have a
five-year term, are exercisable on a cash or cashless basis, and have an exercise price equal to $1.00, subject to
adjustment in the event of future stock splits, stock dividends, and similar transactions, or in the event of subsequent
equity sales by the Company at a price lower than the exercise price then in effect. On April 11, 2014, total principal
and accrued interest of $1,818,055 were exchanged for a new note described below.

On March 24, 2014, the Company entered into a Convertible Promissory Note with Iconic Holdings, LLC (the “Iconic
Note”) in which the Company has access to borrow a total principal amount of $165,000.  All borrowings incur interest
at a rate of 8% per annum, which is payable as of the maturity date of March 24, 2015.  The initial borrowing made by
the Company amounted to $55,000, which represented the amount outstanding on the Iconic Note as of March 31,
2014.  At the option of the debt holder, the outstanding balance may be converted at any time into shares of the
Company’s common stock at a conversion rate equal to the lower of $0.50 or 60% of the lowest trading price of the
Company’s common stock during the 25 consecutive trading days prior to conversion election date.  During the three
months ended June 30, 2014, the Company borrowed an additional $100,000 under the Iconic Note.  During the three
month ended December 31, 2014 Iconic Holdings, LLC converted $44,240 of the principal balance into 47,523,745
shares of common stock. The outstanding principal balance as of December 31, 2014 amounted to $120,760.

10
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On March 25, 2014, the Company entered into a convertible note agreement with KBM Worldwide, Inc. (the “KBM
Note”) for total principal borrowings of $68,000.  The amounts are due nine months after the issuance of the note on
December 25, 2014, and bear interest at a rate of 8% per annum.  At the option of the debt holder, beginning 180 days
after the issuance of the note, the debt holder may convert the outstanding balance of the KBM Note into shares of the
Company’s common stock at a conversion rate equal to 61% of the average of the lowest three closing trading prices
during the 10 trading day period prior to the conversion election date.  During the three months ended September 30,
2014, KBM Worldwide, Inc. converted $10,000 of outstanding principal into 877,193 shares of common stock under
the terms of the agreement.  During the three months ended December 31, 2014 KBM Worldwide, Inc. converted
$58,000 of principal balance into 39,878,777 shares of common stock leaving an outstanding principal balance of $0.

On April 2, 2014, the Company entered into a convertible promissory note for $100,000 with Beaufort Capital
Partners LLC with a maturity date of October 2, 2014.  The note is convertible into shares of the Company’s common
stock at a discount of 42% of the lowest traded price during the 5 trading days preceding the conversion date.  During
the three months ended December 31, 2014 Beaufort Capital Partners LLC converted $14,300 of the principal balance
into 19,072,664 shares of common stock leaving $85,700 outstanding as of December 31, 2014.

On April 11, 2014, the Company entered into a Note Exchange Agreement with the debt holder holding the
$1,750,000 senior secured convertible promissory note originally issued on November 22, 2013 under the Purchase
Agreement described above.  Under the terms of the Note Exchange Agreement, the original senior secured
convertible promissory note is cancelled and replaced with a new note for $2,000,000.  The new note matured on
November 30, 2014, bears interest at the rate of 10% per year payable on maturity in cash or shares of common stock
at the Company’s option (subject to certain conditions), and is convertible into shares of the Company’s common stock
at a conversion price equal to $0.45, subject to adjustments in the event of future stock splits, stock dividends, and
similar transactions, or in the event of subsequent equity sales by the Company at a price lower than the conversion
price then in effect.  Under the new note, the Company’s obligations are secured by substantially all of the Company’s
assets, excluding any railcar assets. The difference between the book value of the principal and accrued interest of the
old note of $1,818,055 and the value of the new note of $2,000,000 of which $181,945 was recorded as interest
expense during the nine months ended December 31, 2014.  As of December 31, 2014, the note had an outstanding
principal balance of $2,000,000.

On April 17, 2014, the Company entered into a convertible note payable with Vista Capital Investments, LLC
providing for borrowings up to $250,000 with a maturity date of April 17, 2016.  The note has a one-time interest
charge of 12% and is due on the maturity date. The outstanding balance of the note along with accrued interest is
convertible into shares of the Company’s common stock at a rate equal to the lesser of $0.25 or 60% of the lowest trade
occurring during the 25 trading days preceding the conversion date.  The Company received proceeds under this
convertible note payable of $50,000 in April 2014, which represented the outstanding balance as of December 31,
2014.

On April 30, 2014, the Company entered into a convertible note payable with Redwood Management, LLC providing
for total borrowings of $250,000, which is payable in 3 installments of $83,333, the first due installment upon
execution of the note, the second installment due one month after execution, and the final installment due two months
after execution.  Interest on the note equals 10% of the total principal balance, regardless of how long the note is
outstanding.  The Company received proceeds of $166,667 during the three months ended June 30, 2014, and the final
$83,333 during the three months ended September 30, 2014.  The convertible note matures 6 months after the
issuance, at which point the outstanding principal and interest is due. During the three months ended December 31,
2014 Redwood Management, LLC converted $2,992of the principal amount into 3,500,000 shares of common stock
so the outstanding balance related to this note amounted to $247,008 as of December 31, 2014.
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On May 6, 2014, the Company entered into a convertible note payable with KBM Worldwide, Inc. providing for total
borrowings of $32,500 which accrue interest at a rate of 8% per annum.  The convertible note matures and is due in
full on February 12, 2015 along with any unpaid accrued interest.  The outstanding principal and accrued interest is
convertible into shares of common stock at the option of the holder at a conversion rate equal to 61% of the average of
the lowest 3 trading prices during the 10 trading days prior to the conversion.  During the three months ended
December 31, 2014 KBM Worldwide, Inc. converted $13,075 of principal balance into 20,195,402 shares of common
stock. As of December 31, 2014, the principal balance of the note is $19,425.

On May 12, 2014, the Company entered into a secured convertible promissory note with Typenex Co-Investment,
LLC (the “Typenex Note”) providing for total borrowings up to $335,000 which accrue interest at a rate of 10% per
annum.  All outstanding borrowings mature and are due in 20 months from the issuance date.  The Company received
an initial payment of $87,500 on the note issuance date.  The outstanding principal and interest is convertible into
shares of common stock at the option of the holder at a conversion rate equal to the lesser of $0.35 per share or 60% of
the average of the 3 lowest closing bid prices in the 20 trading days preceding the conversion date.  If the average of
the 3 lowest closing bid prices is less than $0.10, then the conversion factor is reduced from 60% to 55%.  The debt
holder was also issued warrants on May 12, 2014 in connection with this note payable granting the right to purchase a
number of common stock shares equal to $167,500 divided by the market price (defined as the higher of the closing
price on the issuance date or the volume weighted average price of the stock for the trading day that is 2 days prior to
the exercise date) at an exercise price of $0.35 per share.  The outstanding balance related to this note amounted to
$87,500 as of December 31, 2014.

On May 28, 2014, the Company entered into a convertible promissory note with Beaufort Capital Partners LLC
providing for borrowings of $125,000.  The convertible promissory note matured on August 28, 2014, at which point
the Company owed $187,500 which includes a total of $62,500 in interest expense.  The outstanding amounts are
convertible into shares of common stock at the option of the holder at a conversion rate equal to 60% of the lowest
traded price during the prior 20 trading days from the date of the conversion. The balance owed as of December 31,
2014 was $125,000.

On June 13, 2014, the Company entered a convertible debenture agreement with Group 10 Holdings, LLC providing
for total borrowing of $55,000 which accrue interest at the rate of 12% per annum. All borrowings mature and are due
in one year from the issuance date. The debenture is convertible into shares of common stock at the option of the
holder at the conversion rate lesser of 55% discount of the lowest closing bid price during the 25 trading days prior to
the date of notice conversion or $0.25 per share.  In connection with the agreement, the Company issued 50,000 shares
of common stock as a commitment fee.  The fair value of the common stock issued amounted to $8,500 and has been
recorded as a discount to the note payable.  The amount is being amortized into interest expense through the maturity
date of June 13, 2015.

On June 17, 2014, the Company entered into a convertible promissory note with KBM Worldwide, Inc. for
borrowings of $32,500 which bear interest at a rate of 8% per annum.  The outstanding borrowings and accrued
interest are payable on March 19, 2015.  The outstanding amounts are convertible into shares of common stock at the
debt holder’s option at a conversion rate equal to 61% of the average of the lowest three trading prices during the 10
trading days prior to the conversion.

On July 18, 2014, the Company entered into a convertible note payable with LG Capital Funding, LLC providing for
total borrowings of $90,000, which is payable in 2 installments of $45,000.  Interest on the note equals 8% of the total
principal balance. The Company received payment of $45,000 on July 22, 2014, which represents the total amounts
outstanding as of December 31, 2014.  The convertible note matures 12 months after the issuance on July 17, 2015, at
which point the outstanding principal and interest is due.  The outstanding amounts are convertible into shares of
common stock at a conversion rate equal to 57% of the lowest trading price during the fifteen trading days prior to the
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conversion.

On July 24, 2014, the Company entered into a security purchase agreement with ADAR Bays, LLC providing for total
borrowings of $71,000, with the first note being of $36,000 and the second note being in the amount of
$35,000.  Interest on the note equals 8% of the total principal balance. The Company received proceeds of $36,000 on
July 28, 2014, which represents the total amount outstanding as of December 31, 2014.  The convertible note matures
12 months after the issuance on July 23, 2015, at which point the outstanding principal and interest is due.  The
outstanding amounts are convertible into shares of common stock at a conversion rate equal to 57% of the lowest
trading price during the fifteen trading days prior to the conversion.
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On August 15, 2014, the Company entered into a convertible promissory note with KBM Worldwide, Inc. providing
for total borrowings of $32,500 which bears interest at a rate of 8% per annum.  The convertible note matures on May
15, 2015, at which point the outstanding principal and interest are due.  The outstanding amounts are convertible into
shares of common stock at a conversion rate equal to 61% of the average of the 3 lowest trading price during the ten
trading days prior to the conversion.

On September 23, 2014, the Company entered into a convertible promissory note with JSJ Investments, Inc. providing
for total borrowings of $44,679 which bears interest at a rate of 15% per annum.  The convertible note matures on
March 23, 2015, at which point the outstanding principal and interest is due.  The outstanding amounts are convertible
into shares of common stock at a conversion rate equal to 61% of the average of the 3 lowest trading price during the
ten trading days prior to the conversion.  During the three months ended September 30, 2014, JSJ Investments, Inc.
converted $15,767 of outstanding principal into 2,810,504 shares of common stock under the terms of the
agreement.  During the three months ended December 31, 2014 JSJ Investments, Inc. converted $28,912 of
outstanding principal into 24,166,078 shares of common stock and as of December 31, 2014, the note had an
outstanding principal balance of $0.

The above warrants issued with respect to the Purchase Agreement, dated November 22, 2013, and Typenex Note,
dated May 12, 2014, described above have anti-dilution clauses and variable exercise rates that prevent calculation of
the ultimate number of shares that may be issued upon exercise, and all of the outstanding convertible note balances
described above have variable conversion features that similarly prevented the calculation of the number of shares into
which they were convertible.  As a result, the Company accounts for both the conversion feature associated with these
notes and the warrants as derivatives.  The Company values these warrants and conversion features using the
Black-Scholes method.  The resulting liability is valued at each reporting date and the change in the liability is
reflected as change in derivative liability in the statement of operations.

The following summarizes the book value of the convertible notes payable outstanding as of December 31, 2014 and
March 31, 2014:

December 31, March 31,
2014 2014

(Unaudited)

Principal balance of convertible notes payable
outstanding $ 2,986,564 $ 2,023,000

Less: discount on convertible notes payable (164,229 ) (601,016 )

Convertible notes payable, net $ 2,822,335 $ 1,421,984

13
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Future scheduled maturities of these notes payable are as follows:

 Quarter
Ended
December 31,

2015 $ 2,859,514
2016 127,050
Total $ 2,986,564

Fair Value of Financial Instruments:

The Company's financial instruments as defined by FASB ASC 825-10-50 include cash, notes payable and derivative
liabilities. Derivative liabilities are recorded at fair value. The principal balance of notes payable approximates fair
value because current interest rates and terms offered to the Company for similar debt are substantially the same.

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, in accordance with generally
accepted accounting principles, and expands disclosures about fair value measurements. FASB ASC 820 establishes a
three-tier fair value hierarchy which prioritizes the inputs used in measuring fair value as follows:

Level 1. Observable inputs such as quoted prices in active markets;

Level 2. Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and

Level 3. Unobservable inputs in which there is little or no market data, which requires the reporting entity to develop
its own assumptions.

(6)   Derivative Instruments

Excess Shares

In connection with the private placement of convertible notes beginning in February 2013, the Company became
contingently obligated to issue shares of common stock in excess of our then maximum of 200 million shares of
authorized common stock under the Company’s certificate of incorporation. Consequently, the ability to settle these
obligations with shares would be unavailable causing these obligations to potentially be settled in cash. This condition
creates a derivative liability.

The Company had a sequencing policy regarding share settlement wherein instruments with the earliest issuance date
would be settled first. The sequencing policy also considers contingently issuable additional shares, such as those
issuable upon a stock split or anti-dilution, to have an issuance date to coincide with the event giving rise to the
additional shares.

Using this sequencing policy, all instruments convertible into common stock, including warrants and the conversion
feature of notes payable, issued subsequent to November 30, 2012 were classified as derivative liabilities. On
December 2, 2013, the Company effected a one-for-twenty reverse stock split of the Company’s issued and
outstanding common stock shares. As a result, the Company’s outstanding shares of common stock and common stock
equivalents no longer exceeded the number of authorized shares. As a result, as of December 2, 2013, these
instruments that were accounted for as derivative liabilities were reclassified as equity.
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Other Derivatives

The Company has certain warrants and convertible notes payable with elements that qualify as derivatives. The
warrants have anti-dilution clauses that prevent calculation of the ultimate number of shares that may be issued upon
exercise, and the convertible notes payables have variable conversion features that similarly prevented the calculation
of the number of shares into which they were convertible.

The December 31, 2014 derivative liability was valued using the Black-Scholes model, the December 31, 2013
derivative liability was valued the binomial lattice method, with the following inputs used for each respective period.

Warrants
Notes

Payable

Notes
Payable

&
Warrants

Nine
Months
Ended

Nine
Months
Ended

Nine
Months
Ended

December
31, 2014

December
31, 2014

December
31, 2013

Expected life in years 2.7 0.6 3

Stock price volatility
214.73 -
344.06%

311.42%
-

448.09%

158.59%
-

178.97%

Discount rate
0.25% -
1.65%

0.12% -
0.25%

0.35% -
0.44%

Expected dividends None None None
Forfeiture rate 0% 0% 0%

(7)   Equity

Common Stock

The Company is authorized to issue 500,000,000 shares of common stock and no other class of stock at this time. The
increase in authorized shares from 200,000,000 to 500,000,000 was approved by the shareholders and Board of
Directors at the annual meeting held at the Company’s corporate office on September 30, 2014. The holders of
common stock are entitled to one vote per share on all matters submitted to a vote of stockholders and are not entitled
to cumulate their votes in the election of directors. The holders of common stock are entitled to any dividends that
may be declared by the Board of Directors out of funds legally available therefore subject to the prior rights of holders
of any outstanding shares of preferred stock and any contractual restrictions we have against the payment of dividends
on common stock. In the event of our liquidation or dissolution, holders of common stock are entitled to share ratably
in all assets remaining after payment of liabilities and the liquidation preferences of any outstanding shares of
preferred stock. Holders of common stock have no preemptive or other subscription rights and no right to convert their
common stock into any other securities.

During the nine months ended December 31, 2014, the Company issued an aggregate of 188,024,363 of common
stock for the conversion of $327,116 of outstanding convertible notes payable. During the nine months ended
December 31, 2013, the Company issued an aggregate of 447,946 shares of common stock for the conversion of
$447,946 in convertible notes payable and accrued interest.  This included 200,000 shares of common stock for the
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conversion of a $200,000 convertible note payable held by a related party entity owned by a Director of the
Company. .

During the nine months ended December 31, 2014, the Company issued an aggregate of 11,890,000 shares of
common stock as payment for services, directors’ and employee compensation resulting in total expense of
$599,895.  During the nine months ended December 31, 2013, the Company issued an aggregate of 452,342 shares of
common stock as payment for services, directors’ and employee compensation resulting in total expense of $314,181.  
The fair value of the directors’ and employees’ service was determined by the closing price of the stock on date of grant
and board of director minutes authorizing the shares.

During the nine months ended December 31, 2014, the Company issued 63,175,242 shares of common stock for
conversion of accounts payable debt equal to $149,938. During the nine months ended December 31, 2013, there was
no issuance of stock for accounts payable debt conversion.

During the nine months ended December 31, 2014, the Company issued 4,416,668 shares of common stock for the
exercise of warrants for cash proceeds of $4,417. During the nine months ended December 31, 2013, the Company
issued 9,823 shares of common stock for the exercise of warrants.

During the nine months ended December 31, 2014, the Company sold 87,010,002 shares of common stock to
investors for total proceeds of $557,300.

During the nine months ended December 31, 2013, the Company sold an aggregate total of 350,000 shares of common
stock to a director of the Company for total proceeds of $175,000.

There were no stock options exercised during the nine months ended December 31, 2013. During the nine months
ended December 31, 2014, the Company issued 31,754,894 shares of common stock for the exercise of stock options
for cash proceeds of $3,175.

15
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On May 30, 2014, the Company entered into a Debt Securities Assignment and Purchase agreement, along with a
Securities Exchange and Settlement Agreement with Beaufort Capital Partners LLC (“Beaufort”).  Per the terms of the
agreements, the Company assigned $105,256 of outstanding accounts payable to Beaufort, in exchange for allowing
Beaufort to convert the amounts into common stock, at a date of their choosing, at a rate equal to 40% of the lowest
traded price over the 20 days previous to the conversion date.  During the nine months ended December 31, 2014,
Beaufort elected to convert $85,443 into 5,261,615 shares of common stock per the terms of the agreement.  The
difference between the conversion amount of $85,443 and the fair value of the shares issued amounted to $229,923,
and was recorded as interest expense during the nine months ended December 31, 2014.

On August 8, 2014, the Company entered into Debt Securities Assignment with Macallan Partners LLC (“Macallan”)
which provides for the assignment of $20,000 of liabilities from the Company to Macallan in exchange for allowing
Macallan to convert the amount into 1,300,000 shares of common stock at the set price of $0.0154. The difference
between the conversion amount of $20,000 and the fair value of the shares issued amounted to $45,000, and was
recorded as interest expense during the six months ended September 30, 2014.

On September 12, 2014, the Company entered into Debt Securities Assignment with Macallan Partners LLC
(“Macallan”) which provides for the assignment of $15,000 of liabilities from the Company to Macallan in exchange for
allowing Macallan to convert the amount into 2,000,000 shares of common stock at the set price of $0.0075. The
difference between the conversion amount of $15,000 and the fair value of the shares issued amounted to $51,000, and
was recorded as interest expense during the six months ended September 30, 2014.

As of September 30, 2014, the amount of $19,813 is still outstanding as Beaufort has not elected to convert the
amount yet and the amount of $14,772 is still outstanding as Macallan has not elected to convert the amount yet. As
the amounts are required to be paid in common stock, the Company has classified these amounts as “Common Stock
Payable,” a component of stockholders’ equity on the accompanying condensed balance sheet as of September 30, 2014.

As of December 31, 2014, shares of common stock for the amount of $187,508 for debt conversion and shares for
$25,000 for stock purchase agreement were not issued. As the amounts are required to be paid in common stock, the
Company has classified these amounts as “Common Stock Payable”, a component of stockholders’ equity on the
accompanying condensed balance sheet as of December 31, 2014.

Warrants

During the nine months ended December 31, 2013, the Company issued an aggregate of 880,000 warrants in
connection with the Convertible Notes issued during the period, as well as 238,000 warrants for the payment of
commissions associated with acquiring the Convertible Notes. The Company also issued 300,000 warrants in
connection with the senior convertible promissory note granted on November 22, 2013, which have been accounted
for as derivative liabilities.

During the nine months ended December 31, 2013, the Company issued an additional 100,000 warrants as payment of
directors’ services. The warrants have been accounted for as derivative liabilities prior to the reverse stock split on
December 2, 2013.

During the nine months ended December 31, 2014, the Company issued warrants in connection with the Typenex
Note (see Note 5) granting the debt holder the right to purchase a number of common stock shares equal to $167,500
divided by the market price (defined as the higher of the closing price on the issuance date or the volume weighted
average price of the stock for the trading day that is 2 days prior to the exercise date) at an exercise price of $0.35 per
share. The warrants have been accounted for as derivative liabilities (see Note 6 for more information regarding the
Company’s derivative instruments).
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 During the nine months ended December 31, 2014, the Company issued warrants in connection with stock purchase
agreements granting the debt holders the right to purchase 7,500,808 common stock shares equal at the exercise price
of $0.01 per share, of which 4,416,668 have been exercised during this quarter. Together with the warrants
outstanding at March 31, 2014 of 1,569,842, total warrants outstanding as of December 31, 2014 was 4,653,982.
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A summary of warrants outstanding as of December 31, 2014:

Warrant
Number of
shares

Expiration
date

Exercise
price

401 -
404 6,050 11/28/2015 3.000
103 100,000 11/30/2022 2.000
104 66,667 11/30/2022 3.000
105 40,000 11/30/2022 5.000
106 86,319 11/30/2022 5.000
107 86,319 11/30/2022 7.000
108 57,545 11/30/2022 9.000
109 57,546 11/30/2022 11.000
110 100,000 11/30/2022 2.000
111 66,667 11/30/2022 3.000
112 40,000 11/30/2022 5.000
113 86,319 11/30/2022 5.000
114 86,319 11/30/2022 7.000
115 57,545 11/30/2022 9.000
116 57,546 11/30/2022 11.000
501 25,000 12/3/2017 3.000
202-203 50,000 2/21/2016 2.000
101 100,000 3/27/2016 2.000
205 -
207 75,000 4/22/2016 2.000
208 300,000 11/22/2018 1.000
503 25,000 2/24/2019 3.000
209 745,807 5/12/2019 0.35
605 166,667 3 years 0.001
606 416,667 3 years 0.001
607 1,666,667 3 years 0.001
609 63,333 3 years 0.001
610 25,000 3 years 0.001

Total 4,653,982

(8)   Stock Option Plan:

The Company’s 2011 Stock Option Plan provides for the grant of 1,000,000 incentive or non-statutory stock options to
purchase common stock. Employees, who share the responsibility for the management growth or protection of the
business of the Company and certain non-employees, are eligible to receive options which are approved by a
committee of the Board of Directors. These options vest over five years and are exercisable for a ten-year period from
the date of the grant. As of December 31, 2014 and March 31, 2014, the Company had 100,000 fully vested options
outstanding under the 2011 Stock Option Plan at an exercise price of $10.00 per share. The options expire in
November 2018.

On April 1, 2014, the Company adopted the 2014 Stock Option Plan which provides for the grant of options to certain
members of management totaling an aggregate of 20% of the total issued and outstanding shares of common stock.
The options are considered granted on each day that the Company issues shares, at which point the Company values
the options using the Black-Scholes method and records the applicable share-based compensation expense. On April
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1, 2014, the Company also issued stock options to directors as compensation which provides for the purchase of an
aggregate total of 2,000,000 shares of common stock. All options granted have an exercise price of $0.0001 per share.
The stock options are fully vested on the date of issuance and have a contractual life of 5 years.
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The following is a summary of the Company’s stock option activity:

Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic

Options Price Life (Years) Value

Outstanding at March 31,
2014 100,000 $ 10.00 4.59 $ -
Granted 82,466,210 0.0001 2,820,270
Exercised (31,754,894) 0.0001 1,502,137
Outstanding at December 31,
2014 (unaudited) 50,811,316 $ 0.02 4.89 $ 60,854

Vested at December 31,
2014 50,811,316 $ 0.02 4.89 $ 60,854

Exercisable at December 31,
2014 50,811,316 $ 0.02 4.89 $ 60,854

As of December 31, 2014, the Company had 100,000 fully vested options outstanding under the 2011 Stock Option
Plan at an exercise price of $10.00 per share.  The options expire in November 2018.

On April 1, 2014, the Company adopted the 2014 Stock Option Plan which provides for the grant of options to certain
members of management totaling an aggregate of 20% of the total issued and outstanding shares of common
stock.  On April 1, 2014, the Company also issued stock options to directors as compensation which provides for the
purchase of an aggregate total of 2,000,000 shares of common stock.  All options granted have an exercise price of
$0.0001 per share.  The stock options are fully vested on the date of issuance and have a contractual life of 5 years. 
As of December 31, 2014, the Company had fully vested 49,911,316 options outstanding for employees and 800,00
options for directors.

As of December 31, 2014, the Company had no unvested stock options or unrecognized stock option expense.  The
weighted average grant date fair value of options granted during the nine months ended December 31, 2014 amounted
to $0.03 per share.

The following table summarizes information about stock options outstanding and exercisable at December 31, 2014.

Options Outstanding and Exercisable
Weighted Weighted
Average Average

Number Remaining Exercise
of Shares Life (Years) Price

100,000 4.59 $ 10.00
50,711,316 $ 0.0001
50,811,316 4.89 $ 0.02

(9)   Related Party Transactions
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During the nine months ended December 31, 2014, the Company entered into short-term borrowings with the Chief
Financial Officer, Eclipse Holding and Allegheny Nevada Holdings Corporation amounting to a total of $60,000. The
outstanding amounts accrue interest at a rate of 10% per month and are payable on demand.
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(10) Subsequent Events

In January 2015, the Company issued 30,031,745 shares of common stock for accounts payable debt conversion of
$12,200.

In February 2015, the Company issued 15,333,333 shares of common stock for accounts payable debt conversion of
$4,600 and 3,000,000 shares of common stock for convertible note conversion of $990.

On February 11, 2015, the company filed Form 14A for name change and increase of the authorized stock from
500,000,000 to 10,000,000,000 shares of common stock.

The Company has evaluated subsequent events from December 31, 2014 through the date the financial statements
were available to be issued and has determined that, other than as disclosed above, there are no items to disclose.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

Forward-Looking Statements

This Quarterly Report contains forward-looking statements about the Company's business, financial condition and
prospects that reflect management's assumptions and beliefs based on information currently available. There can be no
assurance that the expectations indicated by such forward-looking statements will be realized. If any of management's
assumptions should prove incorrect, or if any of the risks and uncertainties underlying such expectations should
materialize, Las Vegas Railway Express, Inc., actual results may differ materially from those indicated by the
forward- looking statements.

The key factors that are not within the Company's control and that may have a direct bearing on operating results
include, but are not limited to, managements' ability to raise capital in the future, the retention of key employees and
changes in the regulation of our industry, as well as the risk factors identified in the Company’s Annual Report on
Form 10-K for the year ended March 31, 2014, filed with the SEC on June 30, 2014.

When used in this Report, words such as, "believes," "expects," "intends," "plans," "anticipates," "estimates" and
similar expressions are intended to identify and qualify forward-looking statements, although there may be certain
forward-looking statements not accompanied by such expressions. However, the forward-looking statements
contained herein are not covered by the safe harbors created by Section 21E of the Securities Exchange Act of 1934.

The following discussion should be read in conjunction with our consolidated financial statements and notes thereto
included elsewhere herein.

Business Overview

The Company’s business plan is one of developing passenger rail transportation and ancillary ticketing and reservation
services between the Los Angeles area and Las Vegas, Nevada called the "X Train". The Company is currently
seeking to operate the X train over a Western Alignment as recommended by the RTC (Regional Transportation
Commission), which suggests traveling north from LA Union Station to Mojave, California, and then East on the
(Burlington Northern Railroad) to Daggett, California and then North again on the originally planned route over the
Union Pacific Railroad.

The Company has applied to Amtrak's charter group to run the intended service from Los Angeles to Las Vegas.
Amtrak grants charter groups access to rail excursions where Amtrak hauls the train, providing engineers, logistics,
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and conductor services for a fee. The Company has selected a completed railset owned by a third party to be the rail
set used for the service from Los Angeles to Las Vegas. The consist contains 10 cars and has capacity for 500-600
passengers. The requested run date is December 31, 2015.

Charter services are not regularly scheduled service and the Company plans to follow this format by scheduling future
runs around special events in Las Vegas such as Super Bowl, NASCAR events, the NCAA Final Four, etc. The
service is scheduled to be all first class and all inclusive with food and beverage included. Ticket prices for a round
trip are $500 per person. The Company, via its X Train Vacations travel agency, will also book hotel rooms,
restaurants, clubs, and athletic activities, such as golf, for its clients and receive a commission.
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The Company plans to run several excursions this year under the Amtrak charter system to perfect its LA to Vegas
service as trials and training for the on board staff.

On April 23, 2014, the Company entered into an agreement with the Santa Fe Southern Railway, located in Santa Fe
New Mexico (the "Santa Fe Southern), to manage the passenger services on the railroad. The Company has added its
Club X cars to the train consists in Santa Fe. Operations on the route began in August 2014.  The Company owns
outright a series of 16 bi-level passenger railcars as well as two leased cars acquired through an agreement with Mid
America Leasing Company.

The Company’s common stock is currently quoted on the OTCQB under the symbol “XTRN”. The company website is
www.vegasxtrain.com. The contents of this website are not incorporated into this Report.

The Company maintains offices at 6650 Via Austi Parkway, Suite 140, Las Vegas, Nevada 89119.

Critical Accounting Policies

The preparation of our condensed financial statements and notes thereto requires management to make estimates and
assumptions that affect the amounts and disclosures reported within those financial statements. On an ongoing basis,
management evaluates its estimates, including those related to impairment of long-lived assets, contingencies,
litigation and income taxes. Management bases its estimates and judgments on historical experiences and on various
other factors believed to be reasonable under the circumstances. Actual results under circumstances and conditions
different than those assumed could result in differences from the estimated amounts in the financial statements. There
have been no material changes to these policies during the fiscal year.

Results of Operations for the Three Months Ended December 31, 2014 as Compared to the Three Months Ended
December 31, 2013

The following is a comparison of the results of operations for the three months ended December 31, 2014 and 2013.

Three Months Ended
December 31, December 31,

2014 2013 $ Change % Change

Revenues $ - $ -  $ - 100.0 %
Cost of sales 12,087 - 12,087 100.0 %
Gross profit (12,087 ) - (12,087 ) 100.0 %

Operating Expenses:
Compensation and
payroll taxes $ 183,798 $ 526,964 $ (343,166 ) -65.1 %
Selling, general and
administrative 334,354 212,512 121,842 57.3 %
Professional fees 174,348 509,427 (335,079 ) -65.8 %
Depreciation expense 39,418 1,928 37,490 1944.5 %
Total expenses 731,918 1,250,831 (518,913 ) -41.5 %

Loss from operations (744,005 ) (1,250,831) 506,826 -40.5 %

Other income (expense)
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Interest expense (396,820 ) (1,326,916) 930,096 -70.1 %
Change in derivative
liability (1,157,845) (3,340,399) 2,182,554 -65.3 %
Total other income
(expense) (1,554,665) (4,667,315) 3,112,650 -66.7 %

Net income (loss) from
operations before
provision for income
taxes (2,298,670) (5,918,146) 3,619,476 -61.2 %
Provision for income
taxes - (4,540 ) 4,540 -100.0 %
Net income (loss) $ (2,298,670) $ (5,922,686) $ 3,624,016 -61.2 %
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Gross Profit

Gross profit decreased by $12,087, or 100% during the quarter ended December 31, 2014. Revenue was generated
from selling train tickets and food and beverage on the train.

Cost of Sales

Cost of sales increased by $11,353, or 100% during the quarter ended December 31, 2014 and represents cost of food
and beverage.

Operating Expenses

Compensation expense decreased by $343,166, or 65.1%, during the quarter ended December 31, 2014 as compared
to the quarter ended December 31, 2013. The decrease in compensation expense during the quarter ended December
31, 2014 is primarily due to no revenue in Santa Fe and reducing number of employees. Selling, general and
administrative expenses increased by $121,842, or 57.3%, during the quarter ended December 31, 2014 as compared
to the same period in 2013 mostly due to marketing expenses. Professional fees decreased by $335,079, or 65.8%,
during 2014 as compared to 2013 due primarily to decreases in legal fees, consulting services and accounting
expenses.

Other (Expense) Income

Interest expense decreased by $930,096, or 70.1%, during the quarter ended December 31, 2014 as compared to the
same period in 2013.  The conversion feature and value of warrants associated with the convertible notes have been
accounted for as discounts to the convertible notes payable.  The discount is being amortized into interest expense
over the maturity date of the convertible notes.  This resulted in additional interest expense during the three months
ended December 31, 2013 of $1,044,886.  We had no additional interest expense from the amortization of capitalized
debt issuance costs in 2014.

The change in value of the derivative liabilities for the three months ended December 31, 2014 amounted to
$1,157,845, which represents the change in the fair value of the derivative liabilities since the quarter ended
September 30, 2014.  The change in value of the derivative liabilities for the three months ended December 31, 2013
amounted to $3,340,399, which represents the change in the fair value of the derivative liabilities since the quarter
ended September 30, 2013.  The decrease in the value of the derivative liabilities during these periods was primarily
due to the decline of our stock price during the period, which has driven the reduction in value.
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Results of Operations for the Nine Months Ended December 31, 2014 as Compared to the Nine Months Ended
December 31, 2013

The following is a comparison of the results of operations for the nine months ended December 31, 2014 and 2013.

Nine Months Ended
December 31, December 31,

2014 2013 $ Change % Change

Revenues $ 106,820 $ - 106,820 100.0 %
Cost of sales 63,896 - 63,896 100.0 %
Gross profit 42,924 - 42,924 100.0 %

Operating Expenses:
Compensation and
payroll taxes $ 3,683,259 $ 1,683,096 $ 2,000,163 118.8 %
Selling, general and
administrative 1,104,656 1,290,094 (185,438 ) -14.4 %
Professional fees 1,196,986 1,453,936 (256,950 ) -17.7 %
Depreciation expense 69,011 5,290 63,721 1204.6 %
Total expenses 6,053,912 4,432,416 1,621,496 36.6 %

Loss from operations (6,010,988) (4,432,416) (1,578,572) 35.6 %

Other income (expense)
Interest expense (2,533,739) (4,862,209) 2,328,470 -47.9 %
Change in derivative
liability (738,244 ) 1,569,736 (2,307,980) -147.0 %
Total other income
(expense) (3,271,983) (3,292,473) 20,490 -0.6 %

Net loss from operations
before provision for
income taxes (9,282,971) (7,724,889) (1,558,082) 20.2 %
Provision for income
taxes - (13,571 ) 13,571 -100.0 %
Net loss $ (9,282,971) $ (7,738,460) $ (1,544,511) 20.0 %

Revenue

Revenue increased by $106,820, or 100% during the nine months ended December 31,2014 as the Company started its
operation in Santa Fe, NM. Revenue was generated from selling train tickets and food and beverage on the train.

Cost of Sales

Cost of sales increased by $63,896, or 100% during the nine months ended December 31, 2014 and equaled to 60% of
gross revenue earned and represents cost of food and beverage.

Operating Expenses
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Compensation expense increased by $2,000,163, or 118.8%, during the nine months ended December 31, 2014 as
compared to the nine months ended December 31, 2013. The increase in compensation expense during the nine
months ended December 31, 2014 is primarily due to the issuance of stock options to employees and Board members
resulting in additional expenses of $2,687,954. Selling, general and administrative expenses decreased by $185,438,
or 14.4%, during the nine months ended December 31, 2014 as compared to the same period in 2013 primarily due to
write off of UP deposit of $600,000 during the nine months ended December 31, 2013. Otherwise the expenses for the
nine months ended December 31, 2014 were higher due to advertising, lease and repair maintenance expenses.
Professional fees decreased by $256,950, or 17.7%, during 2014 as compared to 2013 due primarily to decreases in
accounting, legal and consulting services.
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Other (Expense) Income 

Interest expense decreased by $2,328,470, or 47.9%, during the nine months ended December 31, 2014 as compared
to the same period in 2013.  The conversion feature and value of the warrants associated with the convertible notes
have been accounted for as discounts to the convertible notes payable.  The discount is being amortized into interest
expense over the maturity date of the convertible notes.  This resulted in additional interest expense during the nine
months ended December 31, 2013 of $4,503,049.  We had no additional interest expense from the amortization of
capitalized debt issuance costs in 2014.

The change in value of the derivative liabilities for the nine months ended December 31, 2014 amounted to $738,244,
which represents the change in the fair value of the derivative liabilities since the year ended March 31, 2014.  The
change in value of the derivative liabilities for the nine months ended December 31, 2013 amounted to $1,569,736,
which represents the change in the fair value of the derivative liabilities since the year ended March 31, 2013.  The
decrease in the value of the derivative liabilities during these periods was primarily due to the decline of our stock
price during the period.

Liquidity and Capital Resources

Liquidity is the ability of a company to generate funds to support asset growth, satisfy disbursement needs, maintain
reserve requirements and otherwise operate on an ongoing basis. The Company has limited operating revenues and is
currently dependent on debt financing and sale of equity to fund operations.

As shown in the accompanying financial statements, the Company has net losses of $2,298,670 for the three months
ended December 31, 2014 and $9,282,971 for the nine months ended December 31, 2014. The Company also has an
accumulated deficit of $40,910,616 and a negative working capital of $6,841,154 as of December 31, 2014, as well as
outstanding convertible notes payable of $2,986,564. Management believes that it will need additional equity or debt
financing to be able to implement its business plan. Given the lack of significant revenue, capital deficiency and
negative working capital, there is substantial doubt about the Company’s ability to continue as a going concern.

We believe that the successful growth and operation of our business is dependent upon our ability to do the following:

· obtain adequate sources of debt or equity financing to acquire existing passenger rail operations; and

· manage or control working capital requirements by controlling operating expenses.

Management is attempting to raise additional equity and debt to acquire several operating passenger rail operations
which will sustain operations until it can market its services and achieves profitability. The successful outcome of
future activities cannot be determined at this time and there are no assurances that, if achieved, the Company will have
sufficient funds to execute its intended business plan or generate positive operating results.

Cash Flows

Net cash used in operating activities for the nine months ended December 31, 2014 and 2013 were $1,972,931 and
$3,078,796, respectively.  Cash used in operating activities for the nine months ended December 31, 2014 and 2013
were primarily due to net losses of $9,282,971 and $7,738,460, respectively.  During the nine months ended
December 31, 2014, the net loss included significant non-cash expenses of $583,840 in stock issued for services and
$164,708 in warrants issued for services, $69,011 in amortization of discounts on notes payable, $287,785 of loss on
settlement of accounts payable and $2,687,954 in stock option compensation.  During the nine months ended
December 31, 2013, the net loss included significant non-cash expenses of $600,000 for impairment of Union Pacific
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deposit, $568,141 in amortization of debt offering costs, and $4,090,300 in amortization of discounts on notes
payable.
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Net cash used in investing activities during the nine months ended December 31, 2014 amounted to $39,546, which
represented property and equipment acquisitions primarily related to the acquisition of rail cars and related costs. Net
cash used in investing activities during the nine months ended December 31, 2013 was $284,749 primarily due to the
acquisition of rail cars and other capitalized costs towards the railroad project.

Net cash provided by financing activities for the nine months ended December 31, 2014 amounted to $1,925,570
which consisted of $1,280,679 in proceeds from the issuance of convertible notes payable, $60,000 in proceeds from
related party notes payable, $577,300 proceeds from the sale of common stock, $4,417 from the exercise of warrants,
and $3,174 from the exercise of stock options.  Net cash provided by financing activities for the nine months ended
December 31, 2013 was $2,905,000 which consisted of proceeds from convertible notes payable.  

Description of Indebtedness

For a complete description of our outstanding debt as of December 31, 2014 and March 31, 2014, see Notes 4 and 5 to
the condensed financial statements.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

As a "smaller reporting company" as defined by Item 10 of Regulation S-K, we are not required to provide
information required by this Item.

Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures and Changes in Internal Control over Financial Reporting

Our management, with the participation of our chief executive officer and chief financial officer, evaluated the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”) as of December 31, 2014. In designing and
evaluating our disclosure controls and procedures, management recognized that any controls and procedures, no
matter how well designed and operated, can provide only reasonable assurance of achieving their objectives and
management necessarily applied its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. Based on this evaluation, our chief executive officer and chief financial officer concluded that, as of
December 31, 2014, our disclosure controls and procedures were effective.

Management’s Responsibility for Financial Statements

Our management is responsible for the integrity and objectivity of all information presented in this Quarterly Report
on Form 10-Q. The consolidated financial statements were prepared in conformity with accounting principles
generally accepted in the United States of America and include amounts based on management’s best estimates and
judgments. Management believes the consolidated financial statements fairly reflect the form and substance of
transactions and that the financial statements fairly represent the Company’s financial position and results of
operations.

Changes in Internal Control Over Financial Reporting

There were no changes during the three months ended December 31, 2014 in our internal control over financial
reporting that materially affected, or are reasonably likely to materially affect, our internal controls over financial
reporting.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings

We are currently not involved in any litigation that we believe could have a material adverse effect on our financial
condition or results of operations and there is no action, suit, proceeding, inquiry or investigation before or by any
court, public board, government agency, self-regulatory organization or body pending or, to the knowledge of the
executive officers of our company or any of our subsidiaries, threatened against or affecting our company, our
common stock, any of our subsidiaries or of our companies or our subsidiaries’ officers or directors in their capacities
as such, in which an adverse decision could have a material adverse effect.

Item 1A. Risk Factors.

We believe there are no changes that constitute material changes from the risk factors previously disclosed in the
Company's Annual Report on Form 10-K for the fiscal year ended March 31, 2014, filed with the SEC on June 23,
2014.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

During the 3 months ended December 31, 2014, the Company issued shares of its common stock as follows:

· 179,751,666 shares issued to convertible promissory notes holders for conversion of $191,984 of outstanding
notes payable.

· 7,700,000 shares issued for consulting services.

· 19,804,176 shares issued to employees for the exercise of stock options.

· 54,613,627 shares issued as payment of outstanding debt of $29,496.

· 73,500,000 shares issued to investors for purchasing stock of $147,000.

· 1,500,000 shares issued to employee

· 4,416,667 shares issued for the exercise of warrants.

The above referenced issuances were made in reliance on the exemption from registration provided by Section 4(2) of
the Securities Act of 1933, as amended, for transactions not involving a public offering.

Item 3. Default Upon Senior Securities

As of December 31, 2014 the maturity dates of four convertible promissory noteswith Cowen Overseas Investment
LP, KBM Worldwide, Beaufort Capital Partners and Redwood Management LLC have expired but the Company has
not received any default notices nor demands for payment.

Item 4. Mine Safety Disclosures

Not applicable to our Company.
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Item 5. Other Information. 

None

25

Edgar Filing: LAS VEGAS RAILWAY EXPRESS, INC. - Form 10-Q

45



Item 6. Exhibits.

Exhibit
No. Description

10.1
Promissory Note issued by the Company in favor of JMJ Financial, dated October
1, 2013

10.2
Purchase Agreement between the Company and Cowen Overseas Investment LP,
dated November 22, 2013

10.3
Note Exchange Agreement by and between the Company and Cowen Overseas
Investment LP, dated April 11, 2014

10.4
Convertible Promissory Note issued by the Company in favor of Iconic Holdings,
LLC, dated March 24, 2014

10.5 Term sheet  for Convertible note with KBM Worldwide, Inc., dated March 25, 2014

10.6
Convertible Promissory Note issued by the Company in favor of KBM Worldwide,
Inc., dated May 6, 2014

10.7 Convertible note with KBM Worldwide, Inc., dated June 17, 2014

10.8
Convertible Promissory note with Beaufort Capital Partners LLC, dated April 2,
2014

10.9
Convertible Promissory Note issued by the Company in favor of Beaufort Capital
Partners LLC, dated May 28, 2014

10.10
Convertible Note issued by the Company in favor of  Vista Capital Investments,
LLC, dated April 17, 2014

10.11
Convertible Debenture issued by the Company in favor of Group 10 Holdings,
LLC, dated June 13, 2014

10.12
Term sheet for Convertible note payable with Redwood Management, LLC, dated
April 30, 2014

10.13
Secured Convertible Promissory Note issued by the Company in favor of Typenex
Co-Investment, LLC, dated May 12, 2014

10.14
Securities Purchase Agreement by and between the Company and Iconic Holdings,
LLC, dated June 16, 2014

10.15
Registration Rights Agreement by and between the Company and Iconic Holdings,
LLC, dated June 16, 2014
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10.16 2014 Incentive Stock Option Plan

10.17
Convertible Redeemable Note issued by the Company in favor of LG Capital
Funding, LLC, dated July 18, 2014

10.18 Security purchase agreement with ADAR BAYS, LLC, dated July 24, 2014

10.19 Convertible promissory note with KBM Worldwide, Inc., dated August 15, 2014

10.20
Convertible Note issued by the Company in favor of JSJ Investments, Inc., dated
September 23, 2014

10.21
Promissory Note issued by the Company in favor of Allegheny Nevada Holdings
Corporation, dated June 19, 2014

10.22
Promissory Note issued by the Company in favor of Eclipse Holding Company
LTD, dated June 19, 2014

10.23
Promissory Note issued by the Company in favor of its Chief Financial Officer,
dated June 20, 2014

10.24
Assignment of Debt Agreement by and among the Macallan Partners LLC, Audit
Prep Services LLC and the Company, dated September 12, 2014

10.25 Debt securities assignment with Macallan Partners LLC, dated August 8, 2014

31.1
Certification of Principal Executive Officer pursuant to Section 302 of the
Sarbanes-Oxley Act Of 2002.

31.2
Certification of Principal Financial Officer pursuant to Section 302 of the
Sarbanes-Oxley Act Of 2002.

32.1
Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section
906 of the Sarbanes-Oxley Act Of 2002

32.2
Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section
906 of the Sarbanes-Oxley Act Of 2002
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EX-101.INS XBRL INSTANCE DOCUMENT

EX-101.SCH XBRL TAXONOMY EXTENSION SCHEMA DOCUMENT

EX-101.CALXBRL TAXONOMY EXTENSION CALCULATION LINKBASE

EX-101.DEF XBRL TAXONOMY EXTENSION DEFINITION LINKBASE

EX-101.LABXBRL TAXONOMY EXTENSION LABELS LINKBASE

EX-101.PRE XBRL TAXONOMY EXTENSION PRESENTATION LINKBASE
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SIGNATURES

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

Date: February 17, 2015 Las Vegas Railway Express, Inc.

By: /s/ Michael A. Barron
Chief Executive Officer (principal executive
officer)

Date: February 17, 2015
By: /s/ Wanda Witoslawski
Chief Financial Officer (principal financial
officer)
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