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Item 7. Financial Statements of Busine ss Acquired

Introduction

This Amendment No. 1 to Form 8-K sets forth audaed pro forma financial information in connectiwith the our purchase of assets. The
purchase of assets was reported on our Form 84ddatly 6, 2000 and filed on July 12, 2000.
Financial Statements

On July 6, 2000, we purchased www.XXXPassword.camadult Internet web site, from Voice Media, Inc.

Set forth below are the Audited Financial Statemefitvww.XXXPassword.com for the eight months entiay 31, 2000 and the period
from February 1, 1999 (Date of Inspection) to Sejtter 30, 1999.

Also set forth below is the Unaudited Pro Forma €ididated Balance Sheet as of June 30, 2000, vginvels effect to the transaction as if it
had occurred at that date. The Unaudited Pro F@amesolidated Statements of Operations for the mioeths ended June 30, 2000 and the
year ended September 30, 1999 give effect to #msaction as if it had occurred as of the beginningach period. The Unaudited Pro For
Consolidated Financial Statements are presentadffimational purposes only and are not necessiadicative of the results of operations
that would have been achieved had the transacéen bompleted at the beginning of each period ptedenor are they indicative of our
future results of operations. The Unaudited Pravfeo€onsolidated Financial Statements should beineeahjunction with our historical
financial statements and the related notes the
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INDEPENDENT AUDITORS' REPORT

Owners
XXXPassword

We have audited the accompanying statements ohtipes of XXXPassword ("website") for the eight ntehended May 31, 2000 and the
period from February 1, 1999 (date of inceptionpéptember 30, 1999. These financial statementhanesponsibility of the Website's
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the au
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, results of operations of XXXPassword for
the eight months ended May 31, 2000 and the périod February 1, 1999 (date of inception) to Seften80, 1999 in conformity with
generally accepted accounting principles.

Jackson & Rhodes P.C.

Dallas, Texas
August 25, 2000



XXXPASSWORD
STATEMENTS OF OPERATIO

Eight
Months End
May 31,
2000
Total revenues $ 2,11
Variable Costs (Note 1):
Processing discount on net sales 9
Processing fee per transaction 4
Charge backs 2
Web master payouts 1,31
1,47
Contribution to fixed costs 63
Fixed costs (Note 1):
Live feeds 3
Bandwidth charges 5
Web site maintenance 25
Total fixed costs 34
Income before taxes 29
Income taxes 10
Net income $ 19

See accompanying notes.

NS

Period From
February 1, 1999
ed (Date of Inception)
to September 30,

1999
4,751 $ 1,638,958
3,147 80,309
1,821 36,057
8,515 24,584
2,000 950,476
5,483 1,091,426
9,268 547,532
3,549 23,101
0,975 34,926
8,972 155,401
3,496 213,428
5,772 334,104
0,563 113,595
5,209 $ 220,509




XXXPASSWORD
NOTES TO STATEMENTS OF OPERATIONS
FOR THE PERIODS ENDED SEPTEMBER 30, 1999 AND MAY 312000

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Description of Business

XXXPassword (the "Website") is an adult website (mXXXPassword.com) which began operations in Fetyr@899. The website was
owned by Voicemedia, Inc. ("VMI") until its sale duly 2000 to Rick's Cabaret International, Ini¢k's").

Basis of Presentation

The accompanying statement of operations is predentaccordance with generally accepted accouptiimgiples. No balance sheets are
presented because XXXPassword has no capitaliztd and the acquisition included no other assets.

Use of Estimates and Assumptions

Preparation of the Website's financial statement®nformity with generally accepted accountingipiples requires management to make
estimates and assumptions that affect certain tegpp@amounts and disclosures. Accordingly, actuallte could differ from those estimates.

Income Taxes

Income taxes have been imputed at the 34% corpa@tgavhich the Website's owner and purchaser wioellcequired to pay on earnings of
the website.

Expenses

The expenses of the Website's operations are losstied expenses paid by VMI in its operation ofesalwebsites. The Website has no a:
or liabilities; therefore, interest and depreciati® not recorded. Certain expenses must be estihised on the amounts paid on all websites
as an aggregate. Following is an explanation ot#iienates made to prepare the accompanying stateheperations.

Processing discount and processing fees are celduda a percentage of certain revenues base aal#ited percentages paid by VMI dui
the periods.
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XXXPASSWORD
NOTES TO STATEMENTS OF OPERATIONS
FOR THE PERIODS ENDED SEPTEMBER 30, 1999 AND MAY 312000

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)

Charge backs are estimated at 1.5% of certain uege®\ small portion of the revenues is recordegdhehargebacks and processing
discounts and fees.

Web master payouts are calculated based on thal &b master payouts paid by VMI on XXXPasswoah$actions

Live feeds and bandwidth charges are allocateddbaisdotal VMI live feed costs multiplied by therpentage of sales for XXXPassword
compared to total sales for VMI.

Web site maintenance is based on the amount paid &ffiliated company for maintenance of all sisdkcated by percentage of sales for
XXXPassword compared to total sales for VMI.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
PRO FORMA COMBINED FINANCIAL DATA

The unaudited pro forma combined statements ofadiogis for the year ended September 30, 1999 anditle-month period ended June 30,
2000 (the "pro forma statements of operations”)thedunaudited pro forma combined balance sheet &une 30, 2000 (the "pro forma
balance sheet" and, together with the pro form@stent of operations, the "pro forma financialent@nts"), have been prepared to illustrate
the estimated effect of the acquisition by Rick&béret International, Inc. of XXXPassword, an agigbsite (www.XXXPassword.com) as
July 6, 2000. The pro forma financial statementsidoreflect any anticipated cost savings fromXieXPassword acquisition (except for the
management agreement as explained in Note 6),yosyarergies that are anticipated to result fromctmbination, and there can be no
assurance that any such cost savings or synerglasceur. The pro forma statements of operationg gro forma effect to the acquisition as
if it had occurred on February 1, 1999, the inaaptf XXXPassword. The pro forma combined statenoéniperations for the nine months
ended June 30, 2000 includes only eight monthpefations of XXXPassword. The pro forma balancesbwes pro forma effect to the
acquisition as if it had occurred on June 30, 200 pro forma statements do not purport to becatdie of the results of operations or
financial position of the Company that would haceually been obtained had such transaction beemleted as of the assumed dates and for
the periods presented, or which may be obtaingddriuture. The pro forma adjustments are desciiibéte accompanying notes and are
based upon available information and certain astiongpthat the Company believes are reasonablepiidiorma financial statements sha
be read in conjunction with the separate histogeaisolidated financial statements of Rick's andXR¥ssword and the notes thereto.

A preliminary allocation of the purchase price bagn made to major categories of assets and fiabiln the accompanying pro forma
financial statements based on available informafldre actual allocation of purchase price and #seilting effect on income from operations
may differ significantly from the pro forma amouitsluded herein. These pro forma adjustments sgmtethe Company's preliminary
determination of purchase accounting adjustmerdsaam based upon available information and ceasaumptions that the Company
believes to be reasonable. Consequently, the amoeffected in the pro forma financial statememnéssaibject to change, and the final
amounts may differ substantially.
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RICK'S CABARET IN

UNAUDITED PRO F

Rick's
Internat
Current assets:

Cash $
Accounts receivable
Note receivable - related party
Inventories
Prepaid expenses

Total current assets

Property and equipment
Less accumulated depreciation

Other assets:
Goodwill and other intangibles
(net of amortization)
Other

LIABILITIES

Current liabilities:
Current portion of long-term debt $
Accounts payable and accrued expenses
Accounts and notes payable
- related parties

Total current liabilities

Long-term debt, less current portion

Total liabilities

Commitments and contingencies
Minority interests

Stockholders' equity:
Preferred stock
Common stock
Additional paid-in capital
Retained earnings (deficit)
Less treasury stock

TERNATIONAL, INC. AND SUBSIDIARIES
ORMA CONSOLIDATED BALANCE SHEETS

JUNE 30, 2000

ASSETS

Historical

Cabaret XXX Pro Forma
ional, Inc. Password Adjustments

(Note 1)
378,161 $ - $ -
225565 -
115,773 -
102031 -
200000 -

1,021,530 - -

9,894,064 -
(1,340,343) -

8,553,721 - -

2,839,745 - 1,076,126 (1)(5)
223,141 -

3,062,886 - 1,076,126

12,638,137 $ - $ 1,076,126

AND STOCKHOLDERS' EQUITY

75,622.0000 $ - 3% -
514,447 -

115,752 -

1,005,821 - -

4,282,777

5,288,598 - -

34,247 - -

36,137 7,000 (1)(5)
9,727,309 1,069,126 (1)(5)
(2,448,154)

7,315,292 - 1,076,126

12,638,137 $ - $ 1,076,126

See accompanying notes to unaudited pro forma tidaged financial statements.
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Pro Forma
Consolidated

$ 378,161
225,565

102,031
200,000

9,894,064
(1,340,343)

3,915,871
223,141

$ 375,622
514,447

1,005,821

4,282,777

43,137
10,796,435
(2,448,154)



RICK'S CABARET INTERN
UNAUDITED PRO FORMA CONS
FOR THE NINE MO

H
Rick's Ca
Internationa
Revenues:
Sales $ 8

Operating expenses:

Cost of goods sold

Salaries and wages

Other general and administrative:
Taxes and permits
Charge card fees
Rent
Legal and accounting
Advertising
Pre-opening costs
Management costs
Other 1

Income (loss) from operations

Interest expense less other income

Income (loss) before income taxes

Income taxes (benefit)

Net income (loss) $

ATIONAL, INC. AND SUBSIDIARIES

OLIDATED STATEMENTS OF OPERATIONS

NTHS ENDED JUNE 30, 2000

istorical

baret XXX Pro Forma
I, Inc. Password Adjustments

,625,918 $2,114,751 $ -

,270,857 1,560,007
,008,121 3

,284,282 1
128,726
68,259
495,578
613,113

258,972  (78,972) (6)
626,188 138,947 (2)(5)

,495,124 1,818,979 59,975

130,794 295,772  (59,975)

86,969 -

43,825 295772  (59,975)

- 100,563  (100,563) (3)

43,825 $ 195,209 $ 40,588

Pro
Co

$10

10

669,234 561,111 (4)

Forma
mbined

,284,282
128,726
68,259
495,578
613,113

180,000
,765,135



RICK'S CABARET INTERNATI
UNAUDITED PRO FORMA CONSOLI
FOR THE YEAR ENDE
(XXXPASSWORD FOR THE PERIOD FROM FEBRUARY 1

Rick's Cab
Internationa
Revenues:
Sales of alcoholic beverages $
Sales of food 1,
Service revenues 4,
Other

Operating expenses:
Cost of goods sold 1,
Salaries and wages 3,
Other general and administrative:
Taxes and permits 1,
Charge card fees
Rent
Legal and accounting
Advertising
Management costs
Other 2,

Income from operations

Interest and other expense

ONAL, INC. AND SUBSIDIARIES
DATED STATEMENTS OF OPERATIONS
D SEPTEMBER 30, 1999

999 (DATE OF INCEPTION) TO SEPTEMBER 30, 1999)

storical

aret XXX Pro Forma Pro F
I, Inc. Password Adjustments Conso

511,205 $ - $ 4,
035,178 - 1,

229,426 -
605,618 1,638,958 2,

381,427 1,638,958 12,

437,553 1,149,453 2,
637,637 3,

408,115 1,
187,428
264,988
716,545
585,470

155,401 24,599 (6)
102,031 87,404 2)(5) 2,

339,767 1,304,854 112,003 11,

41,660 334,104  (112,003)

82,232 -

(40,572) 334,104  (112,003)

- 113,595  (113,595) (3)

(40,572) $ 220,509 $ 1,592 $
(0.01) $
355,969 450,000 (4) 3,

See accompanying notes to unaudited pro forma tidated financial statements.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO PRO FORMA COMBINED FINANCIAL DATA

1. The acquisition of XXXPassword has been accalftteby the purchase method of accounting. Undechmse accounting, the total
purchase price was allocated to goodwill, becausERassword has no tangible assets. The purchase (amd resulting goodwill) was bas
on the value of the 450,000 common shares of Ris&iged in the acquisition. Rick's also placed @30,common shares in escrow to be
issued should the earnings, as defined, of XXXPasbaggregate $400,000 for the first full 12 morfdibwing the closing date. These
contingent shares are to be valued and chargdx tpurchase price if the contingency is met inntiaet twelve months. The 250,000
contingent shares are assumed to be issued a¢g@irening of the nine months ended June 30, 2086eghe contingency was met in the first
eight months. Goodwill has been recorded in thewarhof $980,000, assuming the entire 700,000 sHeres been issued. Also see Note 5
for additional contingent purchase price.

No balance sheet is presented for XXXPassword lsecdXXPassword has no capitalized costs and theisitign included no other asse

2. Depreciation and amortization was increased8@0 and $147,000 for the year ended Septemhdi930 and the nine months ended
June 30, 2000, respectively, as a result of thelase adjustments. Goodwill is being amortized @serstimated useful life of five years.

3. The income tax provision has been eliminateactmunt for the combination of the entities andube of Rick's operating loss
carryforwards to offset XXXPassword income.

4. The 450,000 shares issued in the acquisitior baen assumed to be issued at the beginning lofpesind presented. The 250,000
contingent shares are assumed to be issued abfdre 1, 2000, since the contingency was meterfitist full twelve months.

5. The acquisition agreement between Rick's anddher of XXXPassword requires Rick's to pay amEaut Amount of $380,000 to the
seller, plus either (1) $475,000 if the earning®ieedepreciation, amortization, interest and tgXEBITDA") of XXXPassword during the
first full twelve-month period beginning on the closing date exc&8@€,000 but is less than $1,200,000 (but not atise) or (2) $925,000
the EBITDA of XXXPassword during the first full tixe-month period beginning on the closing date e”lc$1,200,000. The Earn Out
Amount is to be paid in monthly amounts equal dol$0% of the Free Net Cash Flow (as defined) o)XR4ssword during the six year
period from the closing date. Because the EBITDAmfirst full twelve-month period of the pro foanperiods was approximately $543,000,
fifty percent of the Free Net Cash Flow has beemuszi each month as additional purchase price dadeldato goodwill (and amortized).
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO PRO FORMA COMBINED FINANCIAL DATA

6. The acquisition agreement provides that aniafilof VMI will provide all management servicesthe website for $22,500 per month. The
management agreement is for a period of one yeaewable for successive one year terms. The acegimggpro forma financial statements
have been prepared to adjust the historical websdietenance expenses to $22,500 per month.
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