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PART | FINANCIAL INFORMATION
ltem 1. Financial Statement

RICK'S CABARET INTERNATIONAL , INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
SEPTEMBEF
JUNE 30, 200! 30, 2008
(UNAUDITED)
CURRENT ASSETS
Cash and cash equivalel $ 5,892,391 $ 5,493,89
Accounts receivabl
Trade, ne 748,30! 629,13¢
Other, ne 216,66 229,93(
Inventories 1,420,10: 1,683,191
Prepaid expenses and other current a 1,083,47. 559,22:
Assets of discontinued operatic 2,177,33. 3,521,03
Total current asse 11,538,27 12,116,41
PROPERTY AND EQUIPMENT
Buildings, land and leasehold improveme 43,680,19 43,046,41
Furniture and equipme! 13,705,86 13,049,60
57,386,05 56,096,02
Accumulated depreciation 9,682,84 7,514,92.
Total property and equipment, r 47,703,21 48,581,10
OTHER ASSETS
Goodwill and indefinite lived intangible 74,077,79 74,703,17
Definite lived intangibles, ne 965,03! 1,194,59.
Other 1,083,961 473,52!
Total other asse 76,126,79 76,371,29
Total assets $ 135,368,28 $ 137,068,80

See accompanying notes to consolidated finanassients.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Accounts payabl- trade
Accrued liabilities
Current portion of lon-term debt
Current portion of derivative liabilitie
Liabilities of discontinued operatiol
Total current liabilities

Deferred tax liability
Other lon¢-term liabilities
Derivative liabilities at fair value, less curregrdrtion
Long-term debt, less current portii
Long-term debt related partie
Total liabilities

COMMITMENTS AND CONTINGENCIES
MINORITY INTERESTS
TEMPORARY EQUITY- Common stock, subject to put rights (342,500 antd 10 shares, respective

PERMANENT STOCKHOLDERS' EQUITY
Preferred stock, $.10 par, 1,000,000 shares aa#thrnone issued and outstand
Common stock, $.01 par, 20,000,000 shares auttlihr&z679,566 and 9,689,315 shares iss
Additional paic-in capital
Accumulated other comprehensive |
Retained earning
Less 908,530 shares of common stock held in trgaaticost, at September 30, 2(

Total permanent stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financistents.

SEPTEMBEF
JUNE 30, 30,
2009 2008

(UNAUDITED)

$ 521,927 $ 1,167,90!

3,731,48 4,427,941

2,386,44( 2,644,54:

850,50 -

357,00 465,57t

7,847,35 8,705,96:

16,802,85.  16,616,30

615,84 537,96’

2,915,16! -

20,381,67  30,312,86

- 600,00

57,562,88  56,773,10

3,353,509 3,358,091

7,408,01.  13,935,02

85,79¢ 96,89:

53,278,54  53,048,17

- (13,34)

13,679,44  10,264,65

- (1,293,78)

67,043,78 _ 63,002,58

$ 135,368,28 $137,068,80
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RICK'S CABARET INTERNATIONAL , INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Revenues
Sales of alcoholic beverag
Sales of food and merchand
Service revenue
Internet revenue
Media revenue
Other

Total revenue

Operating expense
Cost of goods sol
Salaries and wagt
Stock compensatic
Other general and administrati
Taxes and permit
Charge card fee
Rent
Legal and profession
Advertising and marketin
Insurance
Utilities
Depreciation and amortizatic
Other
Total operating expens
Operating incomi

Other income (expense
Interest incomt
Interest expens
Loss on change in fair value of derivative instrus:
Minority interests
Income from continuing operations before incomes&
Income taxe:
Income from continuing operations
Loss from discontinued operations, net of inconxesa
Net income
Basic earnings per shai
Income from continuing operatiol
Loss from discontinued operatio
Net income
Diluted earnings per shat
Income from continuing operatiol
Loss from discontinued operatio
Net income
Weighted average number of common shares outsigr
Basic
Diluted

FOR THE THREE MONTHS
ENDED JUNE 30

2009

2008

(UNAUDITED)

FOR THE NINE MONTHS
ENDED JUNE 30

2009

2008

(UNAUDITED)

$ 803663 $ 589333 $ 21,559,36 $ 15,453,83
1,653,31 1,335,24° 4,633,12; 3,670,54
10,137,43 7,722,86.  26,997,16  20,321,25

151,98¢ 194,10! 493,38 537,60
238,06 182,45: 707,03( 182,45:
717,39 612,00 1,911,55: 1,610,07!
20,934,83 15,940,00 56,301,61 41,775,76
2,276,89! 1,817,41 6,701,02; 4,641,39
4,061,73! 3,604,82.  12,209,89 9,269,90:
20,04« 39,27( 60,13: 117,81
2,407,101 1,937,97! 7,043,01; 5,016,95!
421,52 291,68: 1,203,16. 739,67
853,87 461,25 2,561,06. 1,090,89.
567,79 540,91 1,878,541 1,419,00:
3,365,07' 607,41 6,178,44! 1,355,43
330,49 158,50: 833,88: 508,80:
381,46t 349,82 1,177,50. 806,80
808,82 584,22 2,424.,48 1,606,00.
1,471,90! 1,439,22. 4,158,18: 3,495,66!
16,066,73 11,922,52 46,429,32 30,068,34
3,968,00: 4,017,48. 9,872,28  11,707,41
1,11¢ 22,08: 8,507 91,55t
(811,68() (682,78)  (2,447,98)  (1,785,34)
(121,90, - (121,90/) -
(73,500) (73,500) (220,501) 104,41
2,962,12 3,283,27: 7,000,400  10,118,03
1,067,42; 1,247,32: 2,567,61! 3,179,72:
1,894,69: 2,035,95! 4,522,78 6,938,31
(110,20) (206,75) _ (1,107,99) (720,45

$ 1,78449 $ 182920 $ 341479 $ 6,217,85

$ 021 $ 028 $ 0.4¢ $ 0.9:

$ 0.0 $ 0.09 $ (0.12) $ (0.10

$ 0.1¢ $ 02: $ 037 $ 0.8¢

$ 020 $ 02: $ 0.4¢ $ 0.8€

$ 0.0 $ 0.02) $ 0.12) $ (0.09)

$ 0.1¢ $ 021 $ 03¢ $ 0.717
9,185,75: 8,240,91. 9,288,53 7,536,10.
9,409,56: 8,860,69! 9,499,01! 8,238,00.

Comprehensive income for the three months ended 30n 2009 and 2008 was $1,784,493 and $1,824&%6for the nine months w«
$3,401,449 and $6,258,048, respectively. Thidhes the changes in available-for-sale securitidsnat income.

See accompanying notes to consolidated financitdsents.
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RICK'S CABARET INTERNATIONAL , INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Net income

Loss from discontinued operations

Income from continuing operatiol

Adjustments to reconcile net income to cash praViole operating activities
Depreciation and amortizatic

Deferred taxe

Amortization of note discout

Loss on change in fair value of derivative instrus

Beneficial conversiol

Minority interests

Deferred rent:

Common stock issued for interest paym

Stock compensation exper

Other

Changes in operating assets and liabilities

Cash provided by operating activities of continugmgerations

Cash provided by (used in) operating activitiegietontinued operations

Net cash provided by operating activit

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of prope

Additions to property and equipme

Acquisition of businesses, net of cash acqu

Payments from notes receivable

Cash used in investing activities of continuing ragiens
Cash used in investing activities of discontinupdrations
Net cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from sale of common st

Proceeds from stock options exerci:

Proceeds from lor-term debt

Purchase of put options and payments on derivaisteumenti
Payments on lor-term deb!

Purchase of treasury sto

Distribution to minority interests

Cash provided by (used in) financing activitiesohtinuing operation

NET INCREASE IN CASF
CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

CASH PAID DURING PERIOD FOR
Interest

Income taxe:

See accompanying notes to consolidated finanassients.

FOR THE NINE MONTHS
ENDED JUNE 30

2009 2008
(UNAUDITED)

$ 341479 $ 6,217,85

1,107,99. 720,45

4,522,78 6,938,31.

2,424.,48 1,641,25

585,58 632,22

- 26,66+

121,90« -

17,08: 13,46¢

220,50 (104,41}

77,87¢ 88,16¢

- 68,20¢

60,13: 117,81

13,34’ -

(2,011,26) 839,00

6,032,42' 10,260, 79

87,73 (525,43

6,120,16. 9,735,35

- 36,00(

(1,317,03)  (2,586,56)

(48,35)  (22,871,62)

6,01¢ 63,99

(1,359,36)  (25,358,19)

(602) (781,59)

(1,359,96)  (26,139,78)

- 27,352,50

- 168,70(

- 2,150,001

(762,28 -

(2,156,37)  (3,018,99)

(1,218,03) ;

(225,001() (75,000)

(4,361,69) _ 26,577,20

398,50 10,172,76

5,493,89: 2,915,53.

$ 589239 $ 13,088,30

$ 223219 $ 1,708,77

$ 270998 $ 565,98
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Non-cash transactions:
In June 2009, the Company retired its treasuryksémeounting to $2,511,813 by a charge to additipad-in capital.
In April 2009, the Company acquired 15,218 of hares subject to put options with notes payabkita; $350,000.

In April 2009, the Company transferred $5,175,088hT temporary equity and recorded the fair valughef resulting derivative financ
instrument of $3,751,192. The difference was raeczegl in additional paid-in capital.

In March 2009, the Company sold 100% of the comistook of Texas S&l which owned and operated theoknters nightclub for $40,0(
including a note for $35,000.

On March 31, 2008, in connection with the acquisitof the remaining 49% of its Austin, Texas clthe Company issued 35,000 comr
shares valued at $700,000.

On March 31, 2008, the Company purchased CrazyeHbos Cabaret in Philadelphia for $7,985,000 pay#blthe Sellers $3,500,000 in ¢
and $4,485,000 pursuant to the issuance of 195088fs of restricted common stock.

In February 2008, the holder of a convertible détnenconverted $21,918 of interest owed into 1 828&es of restricted common stock.

In February 2008, the Company purchased an airitnafigh the issuance of a note payable of $1,961,5

On November 30, 2007, the Company purchased Tost6iabaret in Florida for $25,486,000 (which incleidieventories and other asse
payable to the sellers $15,486,000 in cash, $100000pursuant to two secured promissory notes énatmount of $5,000,000 each, |
estimated transaction costs of $125,000.

In November 2007, the holder of a convertible délenconverted $713,807 of principal and interegéd into 150,134 shares of restric

common stock.

See accompanying notes to consolidated finan@&stents.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2009
(UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying unaudited financial statements haen prepared in accordance with accountingiple@scgenerally accepted in the Un
States of America for interim financial informati@nd with the instructions to Form 10-Q of RegwatiSX. They do not include ¢
information and footnotes required by accountinghgiples generally accepted in the United StatesAoferica for complete financi
statements. However, except as disclosed hetene thas been no material change in the informatisciosed in the notes to the finan
statements for the year ended September 30, 2@0&led in the Company's Annual Report on FornrK8R, as filed with the Securities
Exchange Commission. The interim unaudited finalrstiatements should be read in conjunction witis¢hfinancial statements included in
Form 10KSB for the year ended September 30, 2008. Indapiion of management, all adjustments considerecessary for a fe
presentation, consisting solely of normal recurdggustments, have been made. Operating resulteddhree and nine months ended Jun
2009 are not necessarily indicative of the reghlés may be expected for the year ending SepteB8Mle2009. Certain prior period amount
the accompanying consolidated financial statemesng been reclassified to conform to the curreasgemtation.

2. RECENT ACCOUNTING STANDARDS AND PRONOUNCEMENTS

In December 2007, the Financial Accounting Stansl@dard (“FASB”) issued Statement of Financial Aaating Standards (“SFASNo.
141R, “Business Combinations,” (“SFAS 141R3F-AS 141R requires most identifiable assets, lig@s| noncontrolling interests, and good
acquired in a business combination to be recortlédaldair value. The Statement applies to all imess combinations, including combinati
among mutual entities and combinations by cont#mte. Under SFAS 141R, all business combinatiolisoe/ accounted for by applying t
acquisition method. SFAS 141R is effective for disgears beginning on or after December 15, 20@Bwaiti be effective for the Compa
beginning in fiscal 2010 for business combinatioosurring after the effective date.

In December 2007, the FASB issued SFAS No. 160ntdatrolling Interests in Consolidated Financiat8ments -an amendment of AR
No. 51" (“SFAS 160"). SFAS 160 will require noncontrolling interests (@orisly referred to as minority interests) to beated as a separ
component of equity, not as a liability or othenit outside of permanent equity. The Statement eppdi the accounting for noncontroll
interests and transactions with noncontrolling reé holders in consolidated financial statemeBBAS 160 is effective for fiscal ye:
beginning on or after December 15, 2008 and isciffe for the Company beginning in fiscal 2010. T@empany does not expect that Sl
160 will have a material impact on its consolidafiiedncial statements.

In December 2006, the FASB issued SFAS No. 157 Value Measurements,” (“SFAS 157'3FAS 157 clarifies the definition of fair val
describes methods used to appropriately measurevdhie, and expands fair value disclosure requérgs) but does not change exis
guidance as to whether or not an instrument isezhiat fair value. For financial assets and lidiedi, SFAS 157 is effective for fiscal ye
beginning after November 15, 2007, which requiteel Company to adopt these provisions in fiscal 26@® nonfinancial assets and liabilit
SFAS 157 is effective for fiscal years beginninteaNovember 15, 2008, which will require the Comp#o adopt these provisions in fis
2010. The adoption of SFAS 157 did not have a rizteffect on the Company’s consolidated finansiatements.

SFAS 157 establishes a three-tier fair value hidngrwhich prioritizes the inputs used in the véilwamethodologies in measuring fair value:

O Level 1 — Observable inputs that reflect quotedgwi(unadjusted) for identical assets or liabditieactive markets.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2009
(UNAUDITED)

2. RECENT ACCOUNTING STANDARDS AND PRONOUNCEMENTS - continued
O Level 2 — Include other inputs that are direatlyndirectly observable in the marketplace.
O Level 3 - Unobservable inputs which are suppadotetittie or no market activity.

The fair value hierarchy also requires an entityn@ximize the use of observable inputs and minintiee use of unobservable inputs w
measuring fair value.

The Company'’s derivative liabilities have been noeed principally utilizing Level 2 inputs.

In February 2007, the FASB issued Statement ofrgiiah Accounting Standards No. 159 He Fair Value Option for Financial Assets
Financial Liabilities,” (“SFAS 159")SFAS 159 provides companies with an option to repelected assets and liabilities at fair values
statement contains financial statement presentatiohdisclosure requirements for assets and lisilieported at fair value as a consequ
of the election and is effective for the Compangibeing in fiscal 2009. The initial adoption of 85 159 did not have a material effect on
Company’s consolidated financial condition or résolf operations.

The Staff of the Securities and Exchange Commisisuned Staff Accounting Bulletin ("SAB") 110 whi@xpresses the views of the s
regarding the use of a "simplified" method, as uised in SAB No. 107 ("SAB 107"), in developing estimate of expected term of "pl
vanilla" share options in accordance with Statenté#nEinancial Accounting Standards No. 123 (revi@@4), “Share-Based Paymenl.
particular, the staff indicated in SAB 107 thatwill accept a company's election to use the singaifmethod, regardless of whether
company has sufficient information to make moréned estimates of expected term. At the time SAB W@s issued, the staff believed

more detailed external information about employeer@se behavior (e.g., employee exercise patteynsdustry and/or other categories
companies) would, over time, become readily avilah companies. Therefore, the staff stated in SAB that it would not expect a comp
to use the simplified method for share option ggaafter December 31, 2007. The staff understanas siach detailed information ab
employee exercise behavior may not be widely alvlEldy December 31, 2007. Accordingly, the stafl wdntinue to accept, under cert
circumstances, the use of the simplified methodhdyDecember 31, 2007. There were no option gduriag the nine months ended June
20009.

In May 2009, the FASB issued SFAS No. 165, “SubsatjiEvents” (“SFAS 165")which establishes general standards of accountingahc
requires disclosure of, events that occur aftebtilance sheet date but before financial statenagatsssued or are available to be issued.
Company adopted the provisions of SFAS 165 as ¢ B0, 2009. The adoption of these provisionsndidhave a significant impact on
Company’s consolidated financial statements.

In June 2009, the FASB issued SFAS No. 168heé' FASB Accounting Standards Codification and Hierarchy of Generally Accept
Accounting Principles” (“SFAS 168")SFAS 168 will become the single source of authtivétanongovernmental U.S. generally acce
accounting principles (“GAAP”), superseding exigtiRASB, American Institute of Certified Public Aegtgants (“AICPA”), Emerging Issue
Task Force (“EITF"),and related accounting literature. SFAS 168 raurgs the thousands of GAAP pronouncements int@yu9(
accounting topics and displays them using a camisitructure. Also included is relevant Secwitid Exchange Commission guide
organized using the same topical structure in sepaections. SFAS 168 will be effective for finih statements issued for reporting per
that end after September 15, 2009. This will hamémpact on the Companyt®nsolidated financial statements since all fureferences 1
authoritative accounting literature will be refecen in accordance with SFAS 168.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2009
3. STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION

Below is the summary of common stock options ouatditeg as of June 30, 2009:

Options
Employee and Director Stock Option Pl Authorized
1999 Stock Option Pla 1,500,00C

Employee and Director Stock Option Plans

Options

Outstanding
410,000

Options
Vested

400,000

Available
for Grant
438,000

In August 1999, the Company adopted the 1999 S@uton Plan (“the Plan”).The options granted under the Plan may be eithmmitive
stock options or non-qualified options. The Plaradministeredy the Board of Directors or by a compensation cdiem of the Board «
Directors. The Board of Directors has the exclagiower to select individuals to receive grantgdtablish the terms of the options grante
each participant, provided that all options grargbdll be granted at an exercise price equal feast 85% of the fair market value of
common stock covered by the option on the grarg dad to make all determinations necessary or alisunder the Plan. The options
subject to termination of employment and generalpire five years from the date of grant. Emplogeéons generally vest in installme
over two years. As of June 30, 2009, 438,000 shafeommon stock were available for future gramder the Plan. The compensation
recognized for the nine months ended June 30, 20@92008 was $60,132 and $117,810, respectivehgreTwere zero and 40,000 st
options exercised for the nine months ended Jun@@@ and 2008, respectively. There were no stgptlons granted for the nine mo

periods ended June 30, 2009 and 2008.

The following is a summary of all stock option tsastions for the nine months ended June 30, 2009:

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Pric  Term (years Value
Outstanding as of September 30, 2! 420,00 $ 3.8¢
Granted - -
Cancelled or expire 10,00( 2.4¢
Exercised - -
Outstanding as of June 30, 2009 410,000 $ 3.8¢ 5C $  1,148,25
Options exercisable as of June 30, 2009 400,000 $ 3.7¢€ 44 $  1,148,25
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2009
4. GOODWILL AND OTHER INTANGIBLES

Following are the changes in the carrying amouhtmodwill and licenses for the nine months endeteJ30, 2009 and 2008:

June 30, 200 June 30, 200
Licenses Goodwill Licenses Goodwill
Beginning balanc $ 39,298,344 $ 35,404,833 $ 12,174,09 $ 6,250,99
Change in tax basis of ass - (673,729 - -
Intangibles acquired - 48,35 26,804,67 13,287,80
Ending balanc $ 39,298,34 $ 34,779,45 $ 38,978,76 $ 19,538,80

5. LONG-TERM DEBT

During November 2008, $600,000 of related partytdehtured and was paid in cash by the Company. Adrapany also made additio
payments of $1,556,374 on other long-term debtnduttie nine months ended June 30, 2009.

On April 29, 2009, the Company entered into a modifon to its two secured promissory notes with tbrmer owners of Tootsig'Cabaret i
Miami Gardens, Florida, whereby the due date fer&f million of principal due and payable by therpany under each note (an aggrega
$10 million) was extended by two years from NovemP@lO to November 2012. All other terms and ctods of the promissory nol
remain the same. The Company previously issueskthetes in November 2007 to the former ownersooftdies Cabaret in connection witl
purchase agreement for the adult cabaret. The @oynpaid a total of $150,000 to the holders ofrtbees as consideration for their agreer
to extend the notes for two years through Noven284r2. The $150,000 paid will be amortized as gostighent of interest expense over
remaining life of the notes. The Company accourfeadthis transaction in accordance with EITF 96-1Bebtor's Accounting for
Modification or Exchange of Debt Instruments”.

6. EARNINGS PER SHARE

The Company computes earnings per share in acadsith SFAS No. 12&arnings Per Share. SFAS No. 128 provides for the calcula
of basic and diluted earnings per share (“EP83sic earnings per share includes no dilution antbmputed by dividing income available
common stockholders by the weighted average nurmbeommon shares outstanding for the period. Bduearnings per share reflect
potential dilution of securities that could shamgtie earnings of the Company. Potential commocoksshares consist of shares that may
from outstanding dilutive common stock warrants aptions (the number of which is computed using“theasury stock method’and fron
outstanding convertible debentures (the number lithvis computed using the “if converted methojluted EPS considers the poter
dilution that could occur if the Compamsybutstanding common stock warrants and convertibleentures were converted into common ¢
that then shared in the Company’s earnings (astadjfor interest expense, that would no longeuoitt¢he debentures were converted).

Net earnings applicable to common stock and theglted — average number of shares used for basic and dileéedings per she
computations are summarized in the table thatvialo
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2009

6. EARNINGS PER SHARE - continued

FOR THE THREE MONTHS
ENDED JUNE 30

FOR THE NINE MONTHS

ENDED JUNE 30

2009 2008 2009 2008
Basic earnings per shai
Income from continuing operatiol $ 189469 $ 203595 $ 4,522,78 $ 6,938,31
Loss from discontinued operations, net of inconxesa $ (110,209 (206,75) $ (1,107,99) $ (720,459
Net income $ 178449 $ 1,829,200 $ 3,414,790 $ 6,217,85
Average number of common shares outstanding 9,185,75! 8,240,91. 9,288,53! 7,536,10:
Basic earnings per share - income from continuipeyations $ 021 $ 028 $ 04¢ $ 0.92
Basic earnings per she- discontinued operatior $ (0.0) $ (0.09) $ (0.12) $ (0.10
Basic earnings per she- net income $ 0.1¢ $ 02z $ 037 $ 0.8¢
Diluted earnings per shat

Income from continuing operatiol $ 189469 $ 203595 $ 4522,78 $ 6,938,31!

Adj. to net earnings from assumed conversionetieditures (1 - 19,80( - 113,40(
Adjusted income from continuing operatic 1,894,69 2,055,75! 4,522,78 7,051,71!
Discontinued operatior (110,209 (206,757 (1,107,99) (720,459
Adjusted net income $ 1,78449. $ 1,849,000 $ 3,414,790 $ 6,331,25
Average number of common shares outstanc
Common shares outstandi 9,185,75! 8,240,91. 9,288,53! 7,536,10:
Potential dilutive shares resulting from exercifevarrants and options ( 223,80 399,78! 210,47¢ 401,99(
Potential dilutive shares resulting from conversibidebentures (- - 220,00( - 300,00(
Total average number of common shares outstandied for dilution 9,409,56. 8,860,69! 9,499,01! 8,238,09
Diluted earnings per sha- income from continuing operatiol $ 02C $ 0.2: $ 04t $ 0.8¢
Diluted earnings per sha- discontinued operatior $ (0.0)) $ (0.02) $ (0.12) $ (0.09)
Diluted earnings per share - net income $ 0.1¢ $ 021 $ 03¢ $ 0.77

(1) Represents interest expense on dilutive cdifverdebentures, that would not occur if they wassumed converted.

(2) All outstanding warrants and options were @dered for the EPS computation.

(3) Convertible debentures (principal and accruetkrest) outstanding at June 30, 2009 and 2008ingt$691,165 and $2,410,0!
respectively, were convertible into common stocla g@trice of$ 12 per share in 2009 and $3.00 to $25.32 per sh&2@08, respectively, a
resulted in additional common shares (based oragedbalances outstanding) in 2008. Potentialiddwhares of 166,979 and 80,137 for

three and nine months ended June 30, 2008 haveelekmed from earnings per share due to beingdiuntive.

* EPS may not foot due to rounding.

7. COMMON STOCK

During the nine months ended June 30, 2009, thep@agnpurchased 269,549 shares of Company commok fetioits treasury at an aggrec
cost of $1,218,033. These and all other treasheres were cancelled during the three months edded 30, 2009 in the amount

$2,511,813.
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8. ACQUISITIONS AND DISPOSITIONS

On November 30, 2007, the Company entered intooakSPurchase Agreement for the acquisition of 1Qff%he issued and outstand
common stock of Stellar Management Corporationloaida corporation (the "Stellar Stock™") and 100%4te issued and outstanding comr
stock of Miami Garden Square One, Inc., a Floridgooration (the "MGSO Stock") which owns and opesaan adult entertainment cab
known as "Tootsie’s Cabaret" ("Toots#) located at 150 NW 183rd Street, Miami Gardéitstida 33169 (the "Transaction"). Pursuant tc
Stock Purchase Agreement, the Company acquireStiiar Stock and the MGSO Stock from Norman Hicken@Hickmore") and Richa
Stanton ("Stanton") for a total purchase price 26,886,000 (which includes inventory and other @3spayable to the sellers $15,486,0C
cash, $10,000,000 pursuant to two secured pronyissates in the amount of $5,000,000 each to StaatwhHickmore (the "Notes"), pl
estimated transaction costs of $175,000. The Neitbear interest at the rate of 14% per annunhulite principal payable in one lump <
payment on November 30, 2010 (extended to Noverd®e2012 in April 2009). Interest on the Notes Wil payable monthly, in arrears, v
the first payment being due thirty (30) days after closing of the Transaction. The Company capn@pay the Notes during the first twe
(12) months; thereafter, the Company may prepayNbates, in whole or in part, provided that (i) apsepayment by the Company fr
December 1, 2008 through November 30, 2009, sleafidid at a rate of 110% of the original principadount and (ii) any prepayment by
Company after November 30, 2009, may be prepaidonitpenalty at a rate of 100% of the original pipal amount. The Notes are secure
the Stellar Stock and MGSO Stock under a PledgeSandrity Agreement. As part of the Transactioickhhore and Stanton entered into five-
year covenants not to compete with the Company.itbeaélly, as part of the Transaction, the Compamyered into Assignment to Le:
Agreements with the landlord for the property wh&motsies is located. The underlying lease agreementshi@mtoperty provide for i
original lease term through June 30, 2014, with tption periods which give the Company the rightease the property through June
2034. The terms and conditions of the transaatiere the result of extensive arm's length negotiatbetween the parties.

The following information summarizes the allocatwfrfair values assigned to the assets and liggsilet the acquisition date.

Net current asse $ 390,00(
Property and equipment and other as 4,823,02!
Non-compete agreeme 200,00(
Other asset 96,00(
Goodwill 7,044,05!
SOB license: 20,125,85
Deferred tax liability (7,044,05)
Net assets acquire $ 25,634,87

This acquisition was made to further the Compamy®nth objective of acquiring nightclubs that wdjlickly contribute to the Compary’
earnings per share. Goodwill in the acquisitiqgoresents the offset to the deferred tax liabilégarded as a result of the difference in the
of the net assets for tax and financial purpodés results of operations of this acquired entity iacluded in the Comparsg/’consolidate
results of operations since December 1, 2007.

The following unaudited pro forma information pretethe results of operations for the nine montided June 30, 2008 as if the acquis
had occurred as of the beginning of the immediatequling period. The pro forma information is netessarily indicative of what would hi
occurred had the acquisition been made as of seilgbds, nor is it indicative of future results gfezations. The prfiorma amounts give effe
to appropriate adjustments for the fair value efdélssets acquired, amortization of intangiblesiatedest expense.
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8. ACQUISITIONS AND DISPOSITIONS - continued

For the Nine

Months

Ended
June 30, 200
Revenue: $ 44,742,41
Net income $ 6,579,34
Net income per sha- basic $ 0.87
Net income per sha- diluted $ 0.81
Weighted average shares outstanc- basic 7,536,10:
Weighted average shares outstanc diluted 8,238,009

On March 31, 2008, the Company’'s wholly owned didiasy, RCI Entertainment (Philadelphia), Inc. (tHeurchaser”)completed th
acquisition of 100% of the issued and outstandingres of common stock (the “TEZ Sharesf) The End Zone, Inc., a Pennsylve
corporation (the “Corporation”) which owns and ages “Crazy Horse Too Cabaret” (the “Cluttdrated at 2908 South Columbus Bl
Philadelphia, Pennsylvania 19148 (the “Real Prigpefrom Vincent Piazza (the “Seller”). As part the transaction, the Compasywholly
owned subsidiary, RCI Holdings, Inc. (“RCI Holdirigacquired from the Piazza Family Limited Partips(the “Partnership Seller§1% o
the issued and outstanding partnership interest ‘@artnership Interests’h TEZ Real Estate, LP, a Pennsylvania limited meghip (th
“Partnership”) and 51% of the issued and outstapdirembership interest (the “Membership Interesie”TEZ Management, LLC,
Pennsylvania limited liability company, which isstyeneral partner of the Partnership (the “Gerieaainer”). The Partnership owns the R
Property where the Club is located. At closingg thompany paid a purchase price of $3,500,000 $h ¢ar the Partnership Interests
Membership Interests, and issued 195,000 shardeedfompany'’s restricted common stock (the “Rickiares”)valued at $23 per share
the TEZ Shares.

As part of the transaction and as amended in 2909, the Company entered into a Lock-Up/L€&€ak-Agreement with the Seller pursuar
which, on or after one year after the closing dtite,Seller shall have the right, but not the dadlign, to have Ricls purchase from Seller t
more than 3,000 Rick’s Shares per month (the “MignBihares”), calculated at a price per share eqqu$@P3.00 (“Value of the Rick's Shargs”
until March 31, 2010 and at the rate of 5,000 shaer month thereafter until the Seller has recki$d,485,000 from the sale of the shares
the Companys election during any given month, the Company midlyer buy the Monthly Shares or, if the Comparsctd not to buy tt
Monthly Shares from the Seller, then the Selletlst®dl the Monthly Shares in the open market. Algficiency between the amount which
Seller receives from the sale of the Monthly Shames the Value of the Rick’Shares shall be paid by the Company within t(Bgdusines
days of the date of sale of the Monthly Sharesrgdutiiat particular month. The Compasigbligation to purchase the Monthly Shares froe
Seller shall terminate and cease at such time esS#iler has received a total of $4,485,000 from ghle of the Ricls Shares and a
deficiency. As of June 30, 2009, the 195,8B@res of restricted common stock were classifiethe consolidated balance sheet as temp
equity in accordance with EITF Topic D-98|assification and Measurement of Redeemable Securities . In April 2009, the Compal
renegotiated the terms of these put options. Utidenew terms, the Company has extended paybactednded the number of shares thal
be put back to the Company. No consideration wgaired by the Company to renegotiate the terntlseoput options.
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8. ACQUISITIONS AND DISPOSITIONS - continued
The full results of operations of this entity aneluded in the Company’s results of operationsesiarch 31, 2008.

Additionally, at closing, the Seller and the Parshép Seller entered into a fiyear agreement not to compete with the Companyinvd
twenty mile radius of the Club. Finally, the Corption entered into a new lease agreement with #mm&ship giving it the right to lease
Real Property for twenty years (“Original Term”)tlvian option for an additional nine years elevemtns (“Option Term”)with rent payabl
at the rate of (i) $50,000 per month, subject fustchent for increases in the Consumer Price I{@#X) every five years during the Origi
Term and the Option Term, or (ii) 8% of gross salelsichever is higher. The maximum increase in@md for any five year period shall
15%.

The following information summarizes the allocatwfrfair values assigned to the assets and liggslet the acquisition date.

Property and equipment and other as $ 3,882,88
Non-compete agreeme 100,00(
Goodwill 1,458,58:
SOB license: 4,207,77!
Deferred tax liability (1,458,58)
Net assets acquire $ 8,190,65!

Goodwill in the acquisition represents the offsethite deferred tax liability recorded as a restithe difference in the basis of the net asset
tax and financial purposes. The results of opemnatiof this acquired entity are included in the @any’s consolidated results of operati
since June 30, 2008. This acquisition was madartber the Compang’ growth objective of acquiring nightclubs thatlvguickly contribute
to the Company earnings per share. Proforma results of opematiave not been provided, as the amounts wereeamhed material to t
consolidated financial statements.

On March 31, 2008, the Company’s subsidiary, RQeEainment (Austin), Inc. (“RCI")completed the acquisition of 49% of the membel
interest of Playmates Gentlemen’s Club, LLC (“Playes”) from Behzad Bahrami (“Sellergsulting in 100% ownership by the Compan
RCI. Playmates owns an adult entertainment calba@t/n as “Playmates” (the “Clubipcated at 8110 Springdale Road, Austin, Texas 4
(the “Premises”).Under the terms of the Purchase Agreement, RCI @adadal purchase price of $1,401,711 which wad $&01,711 in ca:
and debt forgiveness at the time of closing andigkeance of 35,000 shares of the Compamgstricted common stock valued at $20.0(
share (the “Shares”). For accounting purposesCimapanys investment is only $751,000, due to the previoases of the minority intere
which have been expensed. This acquisition wasentadjive the Company complete control over thitenTherefore, the investment |
been assigned to goodwill as the operating licereseacquired separately from the acquisition otiinginess.

Pursuant to the terms of the Purchase Agreemenasiaghended in April 2009, on or after one yeaardfie closing date, the Seller shall t
the right, but not the obligation to have the Compaurchase from Seller not more than 2,500 Shpeesmonth (the “Monthly Shares”
calculated at a price per share equal to $20.081(% of the Shares”)Seller shall notify the Company during any givennttoof its election t
“Put” the Monthly Shares to the Company during thatticular month. At the Comparsyélection during any given month, the Company
either buy the Monthly Shares or, if the Compargctl not to buy the Monthly Shares from the Setlegn the Seller shall sell the Mont
Shares in the open market. Any deficiency betwberamount which the Seller receives from the e&lbe Monthly Shares and the Value
the Shares shall be paid by the Company withinet83 business days of the date of sale of the MyprBhares during that particu
month. The Company’s obligation to purchalse Monthly Shares from the Seller shall terminatel cease at such time as the Selle
received a total of $700,000 from the sale of thar8s. As of June 30, 2009, the 35,000 sharesstficted common stock were classifiec
the consolidated balance sheet as temporary e@uiaccordance with EITF Topic D-9&lassification and Measurement of Redeemable
Securities. In April 2009, the Company renegotiated the teahthese and other put options. No consideratias required by the Compe
to renegotiate the terms of these put options. edtite new terms, the Company has extended payratkeduced the number of shares
can be put back to the Company. In the event dllerslects not to “Putthe Shares to the Company, the Seller shall nbtrsske than 10,0(
Shares during any 9ay period in the open market, provided that Seitenplies with Rule 144 of the Securities Act o839as amended,
connection with his sale of the Shares. The fedlutts of operations of this entity are includedhia Companys results of operations sir
March 31, 2008.
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8. ACQUISITIONS AND DISPOSITIONS - continued

In April 11, 2008, the Company'wholly owned subsidiary, RCI Entertainment (Dg)lJdnc., completed the acquisition of 100% of igsuie
and outstanding partnership interest (the "Parmerénterest”) of Hotel Development Fexas, Ltd, a Texas limited partnership
"Partnership”) and 100% of the issued and outstendiembership interest (the "Membership Interest"HD-Texas Management, LLC
Texas limited liability company, the general partoéthe Partnership (the "General Partner") framyGolding, Kenneth Meyer, and Cha
McClure (the "Sellers"). The Partnership owns apdrates an adult entertainment cabaret known as EKecutive Club" (the "Club"), locat
at 8550 North Stemmons Freeway, Dallas, Texas 792 "Real Property”). As part of the transactitt,e Companys wholly owne:
subsidiary, RCI Holdings, Inc. ("RCI"), also acedrthe Real Property from DPC Holdings, LLC, a Tebaited liability company ("DPC"
At closing, the Company paid a total purchase poicg3,590,609 for the Partnership Interest and Bkenship Interest, which was paid thro
the issuance of 50,694 shares of the Comgargstricted common stock to each of Messrs. GgJdeyer and McClure, for an aggregate f
of 152,082 shares (collectively, the "Rick's Clutaf&s") to be valued at $23.30 per share ($3,59% 41id $46,490 in cash. As considere
for the purchase of the Real Property, RCI paidltodnsideration of $5,599,721, which was paid{)250,000, payable $610,000 in cash
$3,640,000 through the issuance of a five year sony note (the "Promissory Note") and (ii) theuiance of 57,918 shares of the Company’
restricted common stock (the "Rick's Real Prop8iigres”) to be valued at $23.30 per share ($1,349,The Promissory Note bears intere
a varying rate at the greater of (i) two percefitYabove the Prime Rate or (ii) seven and baképercent (7.5%), and is guaranteed by R
and Eric Langan, individually. At Closing, the Rastentered into an Amendment to Purchase Agreesodelly to provide for the Sellers to
aside 10,500 Rick's Club Shares under an Escroweigent for the offset of certain liabilities of tRartnership. The Company also incu
costs in the amount of $37,848, which was paidshc

At Closing and as amended in May 2009, the Sedletered into Lock-Up/Lealdut Agreements pursuant to which on or after orse péter th
closing date, the Sellers shall have the right,rmnttthe obligation to have Rick's purchase froie®&e not more than an aggregate of 2
Shares per month (the "Monthly Club Shares"), dated at a price per share equal to $25.00 peeghdalue of the Rick's Club Shares") fr
April 11, 2009 until April 11, 2010, at the rate {347 shares per month from April 11, 2010 unfiiR11, 2012 and thereafter at the rat
3,621 shares per month until each of the individbellers has received a total of $1,267,350 froemdhle of the Rick's Club Shares. At
Companys election during any given month, the Company mietyer buy the Monthly Club Shares or, if the Compalects not to buy tl
Monthly Club Shares from the Sellers, then thee®glshall sell the Monthly Club Shares in the opearket. Any deficiency between -
amount, which the Sellers receive from the sal¢hef Monthly Club Shares and the Value of the Ri€iisb Shares shall be paid by
Company within three (3) business days of the dasale of the Monthly Club Shares during thatipalar month. The Compang/obligatiol
to purchase the Monthly Club Shares from the Sebéll terminate and cease at such time as ther$Sbhve received an aggregate tot
$3,802,050 from the sale of the Rick's Club Sharesany deficiency.
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8. ACQUISITIONS AND DISPOSITIONS - continued

Additionally, at Closing and as amended in May 20DBC entered into a Lock-Up/Le&kut Agreement pursuant to which on or after one
after the closing date, DPC shall have the right,rint the obligation to have Rick's purchase fldRC not more than 828 Shares per m
(the "Monthly Real Estate Shares"), calculated ptiee per share equal to $25.00 per share ("Vafube Rick's Real Estate shares") fi
April 11, 2009 until April 11, 2010, at the rate D653 shares per month from April 11, 2010 unfkih11, 2012 and thereafter at the rat
1,379 shares per month until DPC has receivedah ¢6t$1,447,950 from the sale of the Rick's ResthEe Shares. At the Compas\glectiol
during any given month, the Company may either th@yMonthly Real Estate Shares or, if the Compdagte not to buy the Monthly Re
Estate Shares from DPC, then DPC shall sell thetMprReal Estate Shares in the open market. Anicideicy between the amount wh
DPC receives from the sale of the Monthly Real &s@hares and the Value of the Rick's Real Esth&eS shall be paid by the Comp
within three (3) business days of the date of eéline Monthly Real Estate Shares during that paldr month. The Comparg/'obligation ti
purchase the Monthly Real Estate Shares from DRE t#iminate and cease at such time as DPC ha&/egcan aggregate total of $1,447,
from the sale of the Rick's Real Estate Sharesaagdieficiency.

The only consideration required by the Companyhim amendment of the terms of these put optionstieagranting of a second lien on
related club property in Dallas, Texas. The graptdf the second lien for the “Dallas sellef®it options necessitates derivative liab
accounting, as required by paragraph 32 of EITFL®G&nd SFAS 133. These put options have beenferagd from temporary equity
derivative liabilities, measured at fair value,eetive as of the date of the modifications. Tladbilities will continue to be recognized e
quarter at fair value and the change in fair vageognized in the statement of income.

Finally, at Closing each of the Sellers entered/@ year NonCompetition Agreement with the Company pursuaniwich they agreed not
compete with the Company in Dallas County or arjge@eht county.

The following information summarizes the allocatiohfair values assigned to the assets and liasliat the acquisition date based ¢
preliminary valuation. Subsequent adjustments mayrecorded upon the completion of the valuatiod #re final determination of t
purchase price allocation.

Net current asse $ 34,44:
Property and equipment and other as 6,264,85!
Non-compete agreeme 300,00(
Goodwill 303,35«
SOB license: 2,640,76.
Deferred tax liability (303,359
Net assets acquire $ 9,240,05!

Goodwill in the acquisition represents the offsethite deferred tax liability recorded as a restithe difference in the basis of the net asset
tax and financial purposes. The results of opanatiof this entity are included in the Compangonsolidated results of operations since ,
11, 2008. This acquisition was made to further @wnpanys growth objective of acquiring nightclubs that Iwglickly contribute to th
Companys earnings per share. Proforma results of ope&stimve not been provided, as the amounts weralesrmed material to t
consolidated financial statements.

On June 18, 2008, the Company’s wholly owned sudgsicRCI Entertainment (Northwest Highway), Inch€t“Purchaser”completed th
acquisition of certain assets (the “Purchased A8sef North by East Entertainment, Ltd., a Texasited partnership (the “Sellery anc
through its general partner, Northeast PlatinumCLha Texas limited liability company (the “GenePartner’)pursuant to an Asset Purch
Agreement dated May 10, 2008. The Seller owned getated an adult entertainment cabaret knownPésifium Club 1I” (the “Clubj,
located at 10557 Wire Way (at Northwest HighwayaJlBs, Texas 75220 (the “Real Property”).
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8. ACQUISITIONS AND DISPOSITIONS - continued

At closing, the Company paid a total purchase poic®1,500,000 cash for the Purchased Assets. @), the principal of the Seller ente
into a fiveyear agreement not to compete with the Club byaipey an establishment with an urban theme thdt betves liquor and provic
live female nude or semi-nude adult entertainmemallas County, Tarrant County, Texas or any efdbjacent counties thereto.

As part of the transaction, the Company’s whollyned subsidiary RCI Holdings, Inc. (“‘RCI8so acquired the Real Property from Wire V
LLC, a Texas limited liability company (“Wire Way")Pursuant to a Real Estate Purchase and Salemgre (the “Real Estate Agreemeént”
dated May 10, 2008, RCI paid total consideratio$®{000,000, which was paid $1,650,000 in cash$h&850,000 through the issuance
five (5) year promissory note (the “Promissory NhteThe Promissory Note bears interest at a varying aatthe greater of (i) two perc
(2%) above the Prime Rate or (ii) seven and onegmatent (7.5%), which is guaranteed by the Comiard by Eric Langan, the Compasay’
Chief Executive Officer, individually. The Compaalso incurred $77,599 in costs, which was paickish.

The following information summarizes the allocatiofhfair values assigned to the assets and ligsliat the acquisition date based ¢
preliminary valuation. Subsequent adjustments mayrecorded upon the completion of the valuatiod #re final determination of t
purchase price allocation.

Net current asse $ 151,78
Property and equipment and other as 6,000,001
Non-compete agreeme 100,00(
Goodwill 1,410,57.
Other asset 43,50(
Net assets acquire $ 7,705,85

The main factor that contributes to goodwill in thensaction is the Comparsyability to rebrand this operation as a Club Otoygroduce moi
revenues. The results of operations of this emtity included in the Comparsytonsolidated results of operations since Jun€Q083. Thi
acquisition was made to further the Company’s ghosldjective of acquiring nightclubs that will quiglcontribute to the Company’earning
per share.

Proforma results of operations have not been pealids the amounts were not deemed material twotheolidated financial statements.

On September 5, 2008, the Company’s wholly ownelsisliary RCI Entertainment (Las Vegas), Inc. (tHeufchaser”)completed th
acquisition of certain assets (the “Purchased A¥sef DI Food & Beverage of Las Vegas, LLC, a Nevauaited liability company (th
“Seller”) pursuant to a Third Amended Asset PusehAgreement (the “Third Amendment”) between Puseha

Rick’s Cabaret International, Inc. (“Rick’s”), Setl and Harold Danzig (“Danzig”), Frank Lovaas (Mlaas”) and Dennis DeGori (“DeGoji”

who are all members of Seller. The Seller ownedi @uerated an adult entertainment cabaret knowBasres” (the “Club”),located at 33t
Procyon Street, Las Vegas, Nevada 89102 (the “Rexgderty”).
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At Closing, Purchaser paid Seller an aggregate atamsifollows (the “Purchase Price”):

0] $12,000,000 payable by wire transi

(i) $3,000,000 pursuant to a promissory nttiee( Rick’s Promissory Note”), executed by and gating Rick’s, bearing interest
at eight percent (8%) per annum with a five (5)naraortization, with monthly payments of princigald interest, with the
initial monthly payment due in April 2009 with allmeon payment of all then outstanding principal amgrest due upon the
expiration of two (2) years from the executionloé Ricl's Promissory Note; ar

(iii) 200,000 shares of restricted common stqek value $0.01 of Rick’s (the “Rick’s Shares3ued to the Seller, valued at
$13.77 per shar

As part of the transaction and as amended in 2909, the Company entered into a Lock-Up/L€&€ak-Agreement with the Seller pursuar
which, on or after seven (7) months after the dlgsiate, the Seller shall have the right, but hetdbligation, to have Rick’purchase fro
Seller a total of 150,000 of the Rick’s Shares ¢ Put Share”jn an amount and at a rate of not more than tHeviihg number of th
Rick’s Put Shares per month (the “Monthly Sharesilfulated at a price per share equal to $20.08hmee (“Value of the Rick’s Shares”):

o from April 5, 2009 until May 4, 2009, up to a tot#l 15,000 share:
o from May 5, 2009 until November 5, 2009 at a rét8,000 shares per mont

o from November 5, 2009 until May 4, 2010 at a r&td,000 shares per mont
o from May 5, 2010 until November 4, 2010 at a r&t8,000 shares per month; a

o from November 5, 2010 until October 4, 2011 atta od 6,000 shares per mon

At the Companyg election during any given month, the Company either buy the Monthly Shares or, if the Compargced not to buy tt
Monthly Shares from the Seller, then the Selletlst#dl the Monthly Shares in the open market. Alaficiency between the amount which
Seller receives from the sale of the Monthly Shams the Value of the Rick’Shares shall be paid by us within three (3) lassirdays of tt
date of sale of the Monthly Shares during thatipaldr month. The Comparg/obligation to purchase the Monthly Shares frommSkller sha
terminate and cease at such time as the Sellereba#/ed a total of $3,000,000 from the sale ofRik’s Shares and any deficiency. Ur
the terms of the Lock-Up/Leak-Out Agreement, Setiary not sell more than 25,000 Rick’s Shares penda9 period, regardless of whether
Seller “Puts” the Rick’s Put Shares to Rigldr sells them in the open market or otherwise.cbhsideration was required by the Compal
renegotiate the terms of these put options.

Upon closing of the transaction, the Company edtesetwo-year Non-Compete Agreement with DeGori (tBeGori NonCompet
Agreement”)pursuant to which DeGori agreed not to compete withClub by operating an establishment servingolicand providing liv
female nude or senmiude adult entertainment in Clark County, Nevadan @& radius of 25 miles of Clark County, Nevadayvided, howeve
that the Noncompetition Agreement specifically excluded thetRease Club and the Bada Bing Club located in C@okinty, Nevada. TI
Company agreed to pay DeGori cash considerati®66f667 for entering into the Nddempetition Agreement. Additionally, at Closinge
Company also entered into a 12-month Consultinge@grent with DeGori (the “Consulting Agreement”) fototalaggregate of $133,333
consulting fees payable in eighteen (18) equal higmayments of $7,407.38 per month with the firayment due October 15, 2008. U
closing of the transaction, the Company enterechexy@ear Non-Compete Agreement with Lovaas (the dasvNon-Compete Agreement”
pursuant to which Lovaas agreed not to compete thghClub by operating an establishment servingolicand providing live female nude
semi-nude adult entertainment in Clark County, Nieveor any of its surrounding counties; providedwaver, that this NoiGompetitior
Agreement shall specifically exclude the PenthoOké and the Bada Bing Club located in Clark Coumgvada. The Company incur
$367,580 in costs in connection with the acquisitio
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The following information summarizes the allocatiofifair values assigned to the assets and liadsliat the acquisition date based ¢

preliminary valuation. Subsequent adjustments mayrecorded upon the completion of the valuatiod #re final determination of t
purchase price allocation.

Net current asse $ 112,88!
Property and equipment and other as 1,953,06!
Non-compete agreeme 100,00(
Goodwill 16,022,09
Net assets acquire $ 18,188,04

The main factor that contributes to goodwill in thensaction is the Company’s ability to rebranid thperation as a Rick’Cabaret to produ
more revenues. The results of operations of thiuiged entity are included in the Compayonsolidated results of operations s
September 5, 2008. This acquisition was maderthduthe Companyg growth objective of acquiring nightclubs thatlwiliickly contribute t
the Company’s earnings per share.

The following unaudited pro forma information pretethe results of operations as if the acquisitiad occurred as of the beginning of
immediate preceding period. The pro forma infoiorais not necessarily indicative of what would dasccurred had the acquisition b
made as of such periods, nor is it indicative dfife results of operations. The pro forma amogius effect to appropriate adjustments for
fair value of the assets acquired, amortizatiomtaingibles and interest expense.

For the Thret«  For the Nine

Months Months

Ended Ended
June 30, 200 June 30, 200
Revenue! $ 21,631,53 $ 55,143,60
Net income $ 2,383,13¢ $ 7,121,09
Net income per shar- basic $ 027 $ 0.8t
Net income per sha- diluted $ 02t $ 0.7¢
Weighted average shares outstanc- basic 8,972,60! 8,361,33!
Weighted average shares outstanc- diluted 9,592,39. 9,063,32!

The following unaudited pro forma information pretethe results of as if the acquisitions of Midbairdens Square One, Inc. and DI Food
Beverage of Las Vegas, LLC had occurred as of dugniming of the immediate preceding period. Thefprma information is not necessa
indicative ofwhat would have occurred had the acquisition beadevas of such periods, nor is it indicative ofifatresults of operations. 1
pro forma amounts give effect to appropriate adjesits for the fair value of the assets acquiredprimation of intangibles and inter
expense.
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8. ACQUISITIONS AND DISPOSITIONS - continued

For the Thre«  For the Nine

Months Months

Ended Ended
June 30, 200 June 30, 200
Revenue! $ 21,631,53 $ 58,110,26
Net income $ 2,383,13° $ 7,514,08
Net income per sha- basic $ 027 $ 0.9C
Net income per sha- diluted $ 02t $ 0.8¢
Weighted average shares outstanc- basic 8,972,60! 8,361,33!
Weighted average shares outstanc- diluted 9,592,39. 9,063,32!

Media Acquisitions

On April 15, 2008, the Compars/wholly owned subsidiary, RCI Entertainment (MeHialdings), Inc., a Texas corporation ("RCI Medi
acquired 100% of the issued and outstanding constak (the "ED Stock") of ED Publications, IncTexas corporation ("ED"), 100% of
issued and outstanding common stock (the "TEEZEKSt@f TEEZE International, Inc., a Delaware carton ("TEEZE") and 100% of tl
issued and outstanding membership interest (theniddeship Interest”) of Adult Store Buyers MagaziheC, a Georgia limited liabilit
company.

ED Publications, Inc.

Under the terms of a Purchase Agreement betweerViDatt ("Waitt"), RCI Media and Rick's Cabaret Imational, Inc. ("Rick's") dated Ap
15, 2008 (the "ED Purchase Agreement"), the Compagnged to pay Waitt the following considerationtfee purchase of the ED Stock:

(i) $300,000 cash at closing;

(i) $200,000 cash payable in 6 months (paid); and

(iii) The issuance of 8,696 shares of restricteshicmn stock valued at $23.00 per share (the "CloSimares").
the subsequent renegotiation of these terms).

(See the explanation belo

Additionally, during the three (3) year period falling the Closing Date (the "Earn Out Period"), Wahall be entitled to earn additio
consideration (the "Additional Consideration") g to $2,000,000 (the "Maximum Amount") consisting$®00,000 cash (the “Cashanc
65,217 shares of restricted common stock value®28t00 per share (the "Earn Out Shares"), based thg earnings before income
depreciation and amortization ("EBITDA") of RCI Mad RCI Media will pay the Maximum Amount of the ditional Consideration to tl
Seller if RCI Media's EBITDA during the three (3ar period following the Closing Date totals anraggte of $2,400,000. At the end of €
twelve (12) month period after the Closing Date,| R@dia shall determine its EBITDA and shall payWsitt any such portion of tl
Additional Consideration as has been earned. Thsi@ Shares and Earn Out Shares are collectieédyred to as the "Rick's Shares".
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8. ACQUISITIONS AND DISPOSITIONS - continued

At Closing, Waitt entered into a Lock-Up/Le&ut Agreement with the Company pursuant to whictooafter one year after the closing ¢
with respect to the Closing Shares, or on or afésen (7) months from the date of issuance withe@sto the Earn Out Shares, if any, W
shall have the right, but not the obligation to éavith respect to the Earn Out Shares, if any, ¥gaill have the right, but not the obligatio
have Rick's purchase from Waitt 5,000 Rick's Shpezanonth (the "Monthly Shares"), calculated ptiae per share equal to $23.00 per s
("Value of the Rick's Shares") until Waitt has riged an aggregate of $1,700,000 (i) from the sékba® Rick's Shares sold in the open me
or in a private transaction or otherwise, andttig payment of any deficiency (as defined in the FiDchase Agreement) by Rick's. At
Companys election during any given month, the Company either buy the Monthly Shares or, if the Comparectd not to buy the Montt
Shares from Waitt, then Waitt shall sell the Mont8hares in the open market. Any deficiency betwtberamount which Waitt receives fr
the sale of the Monthly Shares and the Value oRiok's Shares shall be paid by the Company witmiee (3) business days of the date of
of the Monthly Shares during that particular morfthe Companys obligation to purchase the Monthly Shares froniti/¢aall terminate ar
cease at such time as Waitt has received an adgregal of $1,700,000 from the sale of the Ri&mres and any deficiency (as defined i
ED Purchase Agreement).

At Closing, Waitt also entered a three (3) year Exyipent Agreement with RCI Media (the "Employmergréement") pursuant to which
will serve as President. The Employment Agreematerels through April 15, 2011, and provides foramual base salary of $250,C
Pursuant to the Employment Agreement, Mr. Waitalso eligible to participate in all benefit plansintained by the Company for salai
employees. Under the terms of the Employment AgesgniMr. Waitt is bound to a confidentiality prowis and cannot compete with

Company upon the expiration of the Employment Agreset.

TEEZE/Adult Store Buyers Magazine LLC

Under the terms of a Purchase Agreement between Qamnetta ("Cornetta”), Waitt, RCl Media and Récklated April 15, 2008 (tl
"TEEZE/ASB Purchase Agreement"), the Company agteegghy the following consideration to Cornetta afditt for the purchase of t
TEEZE Stock and the Membership Interest:

0] an aggregate of $200,000 cash at closing;
(i) the issuance of 6,522 shares of restricted comiumk $0 each of Messrs. Waitt and Cornetta, foaggregate of 13,044 share:
restricted common stock to be valued at $23.0Gpare (the "Rick's TEEZE Shares

Pursuant to the TEEZE/ASB Purchase Agreement, @iter one year after the closing date, each ofskéedVaitt and Cornetta shall have
right, but not the obligation to have Rick's purmhshe Rick's TEEZE Shares calculated at a pricsetmre equal to $23.00 per share ("Valu
the Rick's TEEZE Shares") until Messrs. Waitt aririétta have each received $150,000 (i) from the afathe Rick's TEEZE Shares sold
them, regardless of whether sold to Rick's, soldhénopen market or in a private transaction oewtise, and (ii) the payment of any deficie
(as defined in the TEEZE/ASB Purchase AgreementiRizk's. At the Compang’election during any given month, the Company wittyel
buy the Rick's TEEZE Shares or, if the Companyteleot to buy the Rick's TEEZE Shares, then Caanatitd/or Waitt shall sell the Ric
TEEZE Shares in the open market. Any deficiencyvbeh the amount which Cornetta or Waitt receivemfthe sale of the Rick's TEE
Shares and the Value of the Rick's TEEZE Shardttshaaid by the Company within three (3) busingags of the date of sale of the Ri
TEEZE Shares during that particular month. The Camyfs obligation to purchase the Rick's TEEZE Shared strminate and cease at s
time as Waitt and Cornetta have each received $08Grom the sale of the Rick's TEEZE Shares anddaficiency.

20




Table of Contents

RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2009

8. ACQUISITIONS AND DISPOSITIONS - continued

In April 2009, the Company renegotiated the termgopurchase agreements with the former owner&@fPublications, Teeze and Ac
Store Buyer publications. The new agreement wighfdrmer owner of ED Publications provides for éhecution of a $200,000 promiss
note payable over two years with interest at 4%apeum in lieu of the issuance of 8,696 shares.ddmapany simultaneously purchased 6
shares that had been issued in connection withT#eze transaction by means of a $150,000 promissoiey payable over two years v
interest at 4% per annum.

At Closing, Cornetta entered a five year Nbampetition Agreement with the Company pursuanwtiich he agreed not to compete with
Company either directly or indirectly with TEEZE SR, RCI Media, Rick's or any of their affiliates Ipyblishing any sexually orient
industry trade print publications, with the exceptbf a publication known as "Xcitement" which igmently owned and operated by Cornetta.

The following information summarizes the initialaation of fair values assigned to the assetsliabdities at the acquisition date based «
preliminary valuation for the ED Publications, In8dult Store Buyers Magazine LLC, and TEEZE Intdfonal, Inc. acquisitions. Subseqt
adjustments may be recorded upon the completidineofaluation and the final determination of thechase price allocation.

Net current asse $ 469,37!
Non-compete agreeme 100,00(
Goodwill 567,12!
Net current liabilities (66,749
Net assets acquire $ 1,069,75

The results of operations of these entities aridied in the Companyg’results of operations since April 15, 2008. Tdgquisition was made
create new marketing synergies with major induptoduct suppliers and new national advertising ojymities and also provides the Comp
with additional diversification of revenue and imoe streams while remaining within the Compangbre competency. The ability to cre
additional cash flows from the marketing synerggethe main factor contributing to goodwill in ttransaction. Proforma results of operat
have not been provided, as the amounts were natetbenaterial to the consolidated financial statemen
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9. INCOME TAXES
Income tax expense for the periods presented diffem the “expectedfederal income tax expense computed by applyingUige feder:

statutory rate of 34% to earnings before incomegaincluding discontinued operations, for theetaad nine months ended June 30, as a
of the following:

For the Three Month For the Nine Month
Ended June 3( Ended June 3(

2009 2008 2009 2008
Computed expected tax expel $ 949,47¢ $ 1,008,15. $ 1,831,17. $ 3,063,27
State income taxe 47,78( 88,95¢ 114,96: 270,28¢
Stock option disqualifying dispositions and othermanent difference 10,827 10,94 24,87( (301,73
Net operating loss carryforwar - 92,70¢ - (191,78¢)
Effect of rate increase on deferred tax liabi - (64,764 - (48,267)
Total income tax expen: $ 100808 $ 1,13599 $ 1,971,000 $ 2,791,78

Included in the Compang’deferred tax liabilities at June 30, 2009 is apjnately $13,150,000 representing the tax effééhdefinite livec
intangible assets from club acquisitions which rwe deductible for tax purposes. These deferredidailities will remain in the Company’
balance sheet until the related clubs are sold.

10. DISCONTINUED OPERATIONS

The accompanying financial statements reflect tiewing as discontinued operations as of andtiergeriod ended June 30, 2009.

The Company sold one of its nightclubs, Encountean Antonio, on March 1, 2009 for $40,000, indihg $5,000 in cash and a $35,000

payable monthly for one year. The Company recaghian impairment of $221,563 for this club durihg fuarter ended December
2008. The actual loss at date of sale was $226,175

The Company also has put its RislCabaret nightclub in Austin, Texas up for sa#lesale of the club was scheduled in May 2009, batgal

was never closed. The Company recognized an imgair of the net assets of the club of $823,090fakioe 30, 2009, recognized in
consolidated statement of income as loss fromafadéscontinued operations.
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10. DISCONTINUED OPERATIONS - continued

Following is summarized information regarding thdsezontinued operations:

Three Months Ende Nine Months Ende
June 30 June 30
2009 2008 2009 2008
Rick's Austin:
Loss from discontinued operatio $ (169,54 $ (258,12) $ (587,88) $ (957,88
Loss on sale of discontinued operati - - (823,09() -
Income tax benef- discontinued operatior 59,34: 90,34¢ 493,84 335,25¢
Encounters, San Antoni
Loss from discontinued operatio - (59,95() (67,459 (150,519
Loss on sale of discontinued operatis - - (226,174 -
Income tax - discontinued operations - 20,98: 102,77( 52,68:
Total loss from discontinued operations, net of tax $ (110,20 $ (206,75) $ (1,107,99) $ (720,459

Major classes of assets and liabilities includedss®ets and liabilities of discontinued operatiassf:

June 30 September 3

2009 2008
Rick's Austin:
Current assel $ 83,84t $ 117,85:
Property and equipme 1,080,39: 1,212,12
Other asset 1,013,09 1,862,43
Current liabilities (79,04¢) (166,88Y
Long-term liabilities (277,95/) (277,95/)
Net assets (liabilities) $ 182033 $ 2,747,557
Encounters, San Antoni
Current assef $ - 3% 42,58¢
Property and equipme - 245,03!
Other asset - 41,00(
Current liabilities - (20,73
Long-term liabilities - -
Net assets (liabilities) $ - $ 307,88:
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11. SEGMENT INFORMATION

Below is the financial information related to ther@pany’s segments:

Business segment sali
Night clubs
Other

Business segment operating incot
Night clubs
Other
General corporat

Business segment capital expenditu
Night clubs
Other
General corporate

Business segment depreciation and amortiza
Night clubs
Other
General corporate
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Three Months Ende

Nine Months Ende:

June 30 June 30

2009 2008 2009 2008
$ 20,544,77 $ 15,563,44 $ 55,101,19 $ 41,055,70
390,05 376,55 1,200,41. 720,05¢
$ 20,934,83 $ 15,940,000 $ 56,301,601 $ 41,775,76
$ 4,748,771 $ 4967,86: $ 12,589,21 $ 14,112,33
(54,83) (74,86¢) (233,39) (21,219
(725,84) (875,519 (2,483,52) (2,383,69)
$ 3,968,090 $ 4,017,488 $ 9,872,28 $ 11,707,41
$ 408,63 $ 16,467,22 $ 1,290,711 $ 28,393,05
1,44¢ 1,091 5,04¢ 3,03¢
22,55 37,51« 36,16¢ 86,14¢
$ 432,63t $ 16,50583 $ 1,331,93 $ 28,482,224
$ 614,13 $ 44996¢ $ 1,840,32! $ 1,325,15
8,417 10,66 25,42: 21,59:
186,27- 123,59¢ 558,73! 259,25(
$ 808,82 $ 584,22° $ 2,424,48 $ 1,606,00:
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12. COMMITMENTS AND CONTINGENCIES
Sexually Oriented Business Ordinance of Houston, kas

In 1997, the City of Houston passed a comprehensex ordinance regulating the location of and tbedeict within sexually orient
businesses (the “Ordinancetyhich became the subject of litigation which aféeour Sexually Oriented Business licenses in HoysIexas
After extensive litigation, the Trial Court in Hdos rendered its judgment in favor of the City adudton in January, 2007. After a leng
series of court battles, the Fifth Circuit CourtAgpeals ruled in favor of the City of Houston ieggember 2007. Despite efforts for furt
appeal, the United States Supreme Court refuskhddothe matter.

Additionally, on behalf of three of our club logatis in Houston, we filed state court lawsuits segkudicial review of the results of 1
amortization process contained within the Ordinankethe conclusion of the trial for this matténe Court ruled that the amortization awi
were proper and requested that findings of facta@mtlusions of law be submitted to the Court al asea judgment in the case. A stay so
by the clubs during the appeal was denied. Asaltreve, as well as every other similarly situasedually oriented business located withir
incorporated area of Houston, Texas, has eitheseckgroviding nude or semiide entertainment or developed alternate methd
operating. We have already taken steps to clothieentertainers in a manner to eliminate the needidenses and not to be subject to
Ordinance. Approximately 1.9% of our club opemtrevenues for the nine months ended June 30, @@€8 in Houston, Texas and th
clubs lost approximately 1.4% of the Company’s medbefore taxes for that period.

Other Legal Matters

Beginning January 1, 2008, our Texas clubs becamjed to a new state law requiring each club ttecband pay a $5 surcharge for e\
club visitor. A lawsuit was filed by the Texas Erihinment Association (“TEA”)an organization to which we are a member, allegfiegfet
amounts to be an unconstitutional tax. On March22®8, a State District Court Judge in Travis Qpumiexas ruled that the new state
violates the First Amendment to the United Stateedfitution and is therefore invalid. The judgedrder enjoined the State from collectin
assessing the tax. The State appealed the Ceutdling. In Texas, when cities or the State gieéice of appeal, it supersedes and susj
the judgment, including the injunction. Therefdiee judgment of the District Court cannot be eoéal until the appeals are completed. G
the suspension of the judgment, the State has opteallect the tax pending the outcome of its @bpén June 2009, the Texas Third Coul
Appeals upheld the judgment that the surchargen@nstitutional. The State has appealed the judgtoethe Texas Supreme Court.
Company has paid the tax for the first five calerglaarters under protest and expensed the taxeindbompanying financial statements, ex
for two locations in Dallas where the taxes haveleen paid, but the Company is accruing and expgrie liability. For the quarter enc
June 30, 2009, as a result of the Third Court'dsilge, the Company accrued the fee, but did notthayState. The ComparsyTexas cluk
have filed a separate lawsuit against the Statketoand repayment of the taxes. If the State’sapg@mately fails, the Company’currer
amount paid under protest would be repaid or agpbduture admission tax and other Texas statdidbiities.

For all the above legal matters, no contingentriesefor liabilities have been recorded in the agganying consolidated balance sheets as
potential losses are not deemed probable or edtimab
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13. DERIVATIVE FINANCIAL INSTRUMENTS

The Company accounts for financial instruments #ratindexed to and potentially settled in, its ostock, including stock put options,
accordance with the provisions of Emerging IssuagskTForce (“EITF’) No. 00-19,Accounting for Derivative Financial Instruments éxe(
to, and Potentially Settled in a Company’s Ownc&to Under certain circumstances that would requireGoenpany to settle these eq
items in cash, and without regard to probabilityTEENo. 0049 would require the classification of all or paftthe item as a liability and t
adjustment of that reclassified amount to fair eaht each reporting date, with such adjustmentectefl in the Compang’ consolidate
statements of income. The first instrument to ntleetrequirements of EITF No. A® for derivative accounting occurred in the quastede:
June 30, 2009 when the Company renegotiated thieapkyterms of certain put options and agreed tdg@leas collateral to certain holde
second lien on certain property.

The fair value of the derivative liabilities whdmetsecurities became derivatives were estimatee %8,751,192 in accordance with SFAS
157, using a Black-Scholes option-pricing modehggshe following weighted average assumptions:

Volatility 73%
Expected life 3.42 year
Expected dividend yiel -

Risk free rate 1.3%%

The fair value of the derivative liabilities as &ine 30, 2009 were estimated to be $3,765,666dordance with SFAS 157, using a Black-
Scholes option-pricing model using the followingigtged average assumptions:

Volatility 74%
Expected life 3.25 year
Expected dividend yiel -

Risk free rate 1.64%

The loss for the three months ended June 30, 2868gnized in earnings amounted to $121,904.

14. SUBSEQUENT EVENTS

The following events have occurred after June W92 which the Company considers necessary toadisdh order to keep these finan
statements from being misleading. Subsequent gvemte been evaluated through August 12, 2009dahe the financial statements w
issued.

The Company’s Board of Directors approved the issaaof stock options to the Board of Directors #@mel Companys General Counsel
July 22, 2009. Each naofficer Director and the General Counsel receiv€dQ0 options (total of 50,000 options) and the t@fficer
Directors received 5,000 each. The options veshmyear, expire after two years and are exeneis#l$8.75 per share.

On August 6, 2009, the Company completed the date mggregate of $7.2 million in 10% convertibkbdntures that will be used to m
future acquisitions. The three-year debentures in¢garest at 10 percent and can be convertibledotomon shares of the Compasygtock &
$8.75 per share. The debentures are redeemabie lfompany at any time if the closing price of @@mpanys stock is at least $11.50 for
consecutive days. Other terms of the debenturesvaitable in the Company’s 8-K filing with the SEC
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14. SUBSEQUENT EVENTS - continued
On August 10, 2009, a wholly owned subsidiary ef @ompany sold approximately 338 acres of landraz8ria County, Texas and associe
equipment for a cash payment of $775,000. AsultreSthe sale, the Company anticipates a gaappiroximately $200,000.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiorctvith our audited consolidated financial statatseand related notes thereto included in
this quarterly report.

FORWARD LOOKING STATEMENT AND INFORMATION

The Company is including the following cautionatatement in this Form 1Q-to make applicable and take advantage of the fzafieo
provision of the Private Securities Litigation Refo Act of 1995 for any forwardtboking statements made by, or on behalf of,
Company. Forwardboking statements include statements concerniagsplobjectives, goals, strategies, future eventgedformance ar
underlying assumptions and other statements, waiehother than statements of historical facts.talerstatements in this Form 1D-are
forward-looking statements. Words such as "expetelieves,” "anticipates,"thay," and "estimates" and similar expressions rtended t
identify forwardiooking statements. Such statements are subjedske and uncertainties that could cause actuailteeto differ materiall
from those projected. Such risks and uncertairgiesset forth below. The Company's expectatibebefs and projections are expresse
good faith and are believed by the Company to feveasonable basis, including without limitatioramagement's examination of histor
operating trends, data contained in the Compamgsrds and other data available from third partieg, there can be no assurance
management's expectation, beliefs or projectiotisr@sult, be achieved, or be accomplished. Initamdto other factors and matters discu:
elsewhere herein, the following are important festiat, in the view of the Company, could caus¢enel adverse effects on the Compa
financial condition and results of operations: tis&s and uncertainties relating to our Internetgragions, the impact and implementation o
sexually oriented business ordinances in the jigtigths where our facilities operate, competitiaetbrs, the timing of the openings of o
clubs, the availability of acceptable financingfitmd corporate expansion efforts, and the deperelendckey personnel. The Company ha
obligation to update or revise these forward-loglkétatements to reflect the occurrence of futuengs/or circumstances.

GENERAL

We operate in three businesses in the adult eirteréent industry:

1. We own and/or operate upscale adult nightclubsirsgrgrimarily businessmen and professionals. Oghtaiubs offer live adu
entertainment and restaurant and bar operatiohsough our subsidiaries, we currently own and/ografe a total of eighteen ac
nightclubs that offer live adult entertainment aedtaurant and bar operations. Seven of our aplesate under the name "Ric
Cabaret"; four operate under the name “Club Onyyiscale venues that welcome all customers but especially to urbe
professionals, businessmen and professional ashléte clubs operate under the name "XTC Caba@té club that operated
“Encounters” closed in January 2009 and was solellanch 2009, one club operates as “Tootsie’s” ané dub operates a®ivas
Latinas” formerly Club Onyx). Our nightclubs are in Houst@wstin, San Antonio, Dallas and Fort Worth, Tex@sarlotte, Nort
Carolina; Minneapolis, Minnesota; New York, New ¥XpmMiami Gardens, Florida; Philadelphia, Pennsylsaand Las Vega
Nevada. No sexual contact is permitted at anyuoi@cations

2. We have Internet activitie

a) We currently own two adult Internet membership Wsies at www.CoupleTouch.com and www.xxxpassword.ctVe
acquire xxxpassword.com site content from wholesz

b) We operate an online auction site www.NaughtyBmis.cThis site provides our customers with the oppoty to purchas

adult products and services in an auction formag. &srn revenues by charging fees for each trangsactinducted on tl
automated site
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3. In April 2008, we acquired a media division¢lirding the leading trade magazine serving the inbillton dollar adult nightcluk
industry. As part of the transaction we also aajpuiwo industry trade shows, two other industrgéraublications and more than
industry websites

Our nightclub revenues are derived from the saldicqufor, beer, wine, food, merchandise, cover caargnembership fees, indepen:
contractors' fees, commissions from vending and Amslchines, valet parking and other products andicgss. Our Internet revenues
derived from subscriptions to adult content Intérwebsites, traffic/referral revenues, and comroissiearned on the sale of products
services through Internet auction sites, and otfotivities. Media revenues include sale of adviegiscontent and revenues from an an
Expo convention. Our fiscal year end is Septen3fer

For several years, we have greatly reduced oureusbgromotional pricing for membership fees for adult entertainment web sites. 1
reduced our revenues from these web sites.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conftymith accounting principles generally acceptedhia United States of America requ
management to make estimates and assumptions ffhat eertain reported amounts in the financialtesteents and accompanying na
Estimates and assumptions are based on historiparience, forecasted future events and variousraBsumptions that we believe tc
reasonable under the circumstances. Estimatessaungtions may vary under different assumptionsooditions. We evaluate our estimi
and assumptions on an ongoing basis. We believadt@unting policies below are critical in the payal of our financial condition and resi
of operations.

Accounts and Notes Receivable

Trade accounts receivable for the nightclub opemnat primarily comprised of credit card chargebjcl are generally converted to cash in

to five days after a purchase is made. The megiaigh’'s accounts receivable is primarily comprised otnegbles for advertising sales
Expo registration. The Company’s accounts receajaither is comprised of employee advances and pttseellaneous receivables. The long-
term portion of notes receivable are included imeotassets in the accompanying consolidated bakireets. The Company recognizes inti
income on notes receivable based on the termsedigheement and based upon managesentluation that the notes receivable and ini
income will be collected. The Company recognizdsvadnces for doubtful accounts or notes when, bamednanagement judgme
circumstances indicate that accounts or noteswalke will not be collected.

Inventories

Inventories include alcoholic beverages, food, &mnpany merchandise. Inventories are carried alawer of cost, average cost, wh
approximates actual cost determined on a firstiist-out (“FIFO”) basis, or market.

Property and Equipment

Property and equipment are stated at cost. Proxddior depreciation and amortization are made ustrgjghtline rates over the estima
useful lives of the related assets and the shofteiseful lives or terms of the applicable leasmsléasehold improvements. Buildings h
estimated useful lives ranging from 31 to 40 yeBrgniture, equipment and leasehold improvements lestimated useful lives between
and ten years. Expenditures for major renewalsbatittrments that extend the useful lives are daggth Expenditures for normal maintena
and repairs are expensed as incurred. The costsetsasold or abandoned and the related accumwefgéciation are eliminated from
accounts and any gains or losses are chargedditeztén the accompanying consolidated statemeintaafme of the respective period.
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Goodwill and Intangible Assets

In June 2001, the FASB issued SFAS No. X@@ydwill and Other Intangibles Assets, which addresses the accounting for goodwill atiabi
intangible assets. Under SFAS No. 142, goodwill emtangible assets with indefinite lives are nogenamortized, but reviewed on an an
basis for impairment. All of the Compamsygoodwill and intangible assets relate to the teigb segment, except for $567,000 related t
media segment. Definite lived intangible assets anortized on a straiglite basis over their estimated lives. Fully anzed assets a
written-off against accumulated amortization.

Impairment of LoneLived Assets

The Company reviews property and equipment andhdilide assets with definite lives for impairment emever events or changes
circumstances indicate the carrying amount of @etasay not be recoverable. Recoverability of theesseets is measured by comparison «
carrying amounts to future undiscounted cash fltvesassets are expected to generate. If propedyegnipment and intangible assets
definite lives are considered to be impaired, thpdirment to be recognized equals the amount bghwthie carrying value of the asset exc
its fair value. Assets are grouped at the lowestllfor which there are identifiable cash flowsenrassessing impairment. Cash flows foi
club assets are identified at the individual clabel. The Companyg’annual evaluation was performed as of Septenhe?2(8, based or
projected discounted cash flow method using a discmate determined by management to be commemswitht the risk inherent in the curn
business model. The Company determined that teere goodwill impairment at September 30, 2008.

Fair Value of Financial Instruments

The Company calculates the fair value of its asaetkliabilities which qualify as financial instremts and includes this additional informa
in the notes to consolidated financial statemertierwthe fair value is different than the carryimgjue of these financial instruments.
estimated fair value of accounts receivable, actsopayable and accrued liabilities approximatertbairying amounts due to the relativ
short maturity of these instruments. The carryiatug of short and lonterm debt also approximates fair value since thesguments be.
market rates of interest. None of these instrumargdeld for trading purposes.

Derivative Financial Instruments

The Company accounts for financial instruments #ratindexed to and potentially settled in, its ostock, including stock put options,
accordance with the provisions of Emerging IssuagskTForce (“EITF’) No. 00-19,Accounting for Derivative Financial Instruments éxe:(
to, and Potentially Settled in a Company’s Ownc&to Under certain circumstances that would requireGoenpany to settle these eq
items in cash, and without regard to probabilityfTEENo. 0049 would require the classification of all or paftthe item as a liability and t
adjustment of that reclassified amount to fair eaht each reporting date, with such adjustmentectefl in the Compang’ consolidate
statements of income. The first instrument to ntleetrequirements of EITF No. A® for derivative accounting occurred in the quasetede:
June 30, 2009 when the Company renegotiated thieapkiyterms of certain put options and agreed tdg@leas collateral to certain holde
second lien on certain property.

The fair value of the derivative liabilities whdmetsecurities became derivatives were estimatee $%8,751,192 in accordance with SFAS
157, using a Black-Scholes option-pricing modehggshe following weighted average assumptions:

Volatility 73%
Expected life 3.42 year
Expected dividend yiel -

Risk free rate 1.38%
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The fair value of the derivative liabilities as &ine 30, 2009 were estimated to be $3,765,666dordance with SFAS 157, using a Black-
Scholes option-pricing model using the followingigtged average assumptions:

Volatility 74%
Expected life 3.25 year
Expected dividend yiel -

Risk free rate 1.6%%

The loss for the three months ended June 30, 2868gnized in earnings amounted to $121,904.

Revenue Recognition

The Company recognizes revenue from the sale ohalic beverages, food and merchandise, other vmsand services at the pointsafi
upon receipt of cash, check, or credit card charge.

The Company recognizes revenue for VIP membersinipgccordance with Staff Accounting Bulletin No.41(Revenue Recognition, by
deferring membership revenue and recognizing dwerestimated membership usage period. Managemi@miaess that the weighted aver
useful lives for memberships are 12 and 24 morgharinual and lifetime memberships, respectivehe Tompany does not track member
usage by type of membership, however it believesaHives are appropriate and conservative, basedamagement’ knowledge of its clie
base and membership usage at the clubs.

The Company recognizes Internet revenue from mygrgthbscriptions to its online entertainment sitdem notification of a new or existi
subscription and its related fee are received fthenthird party hosting company or from the cresditd company, usually two to three ¢
after the transaction has occurred. The monthlyideeot refundable. The Company recognizes Inteauetion revenue when paymen
received from the credit card as revenues are emingd estimable nor collection deemed probable farithat point.

Revenues from the sale of magazines and advertisintent are recognized when the issue is publisinedshipped. Revenues and exte
expenses related to the Company’s annual Expo atioveare recognized upon the completion of theveation in August.

Sales and Liquor Taxes

The Company recognizes sales and liquor taxes gmigvenues and an equal expense in accordanc&IWiEh06-3, ‘How Taxes Collecte
from Customers and Remitted to Governmental AutlesriShould Be Presented in the Income Statemdmital sales and liquor tax
aggregated $3,414,358 and $2,777,468 for the nor@hm ended June 30, 2009 and 2008, respectively.

Advertising and Marketing

Advertising and marketing expenses are primarilyngnsed of costs related to public advertisemeni$ giveaways, which are used
promotional purposes. Advertising and marketing emges are expensed as incurred and are includeaperating expenses in -
accompanying consolidated statements of income.

Income Taxes

Deferred income taxes are determined using thditialmethod in accordance with SFAS No. 109, “Aaating for Income Taxes'Deferrec
tax assets and liabilities are recognized for tteré tax consequences attributable to differermgaeen the financial statement carn
amounts of existing assets and liabilities andrtrespective tax bases. Deferred tax assets abpitities are measured using enacted tax
expected to apply to taxable income in the yearwhich those temporary differences are expectebetoecovered or settled. The effec
deferred tax assets and liabilities of a changevinrates is recognized in income in the period theudes the enactment date. In additic
valuation allowance is established to reduce arfigrod tax asset for which it is determined thas itnore likely than not that some portior
the deferred tax asset will not be realized.
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In June 2006, the FASB issued Interpretation Ng.“A8counting for Uncertainty in Income Taxes, an tptetation of FASB Statement P
109, Accounting for Income Taxes” (“FIN 481p create a single model to address accountingrfoertainty in tax positions. FIN 48 clarif
the accounting for income taxes by prescribing mimmiim recognition threshold a tax position is regdito meet before being recognized ir
financial statements. FIN 48 also provides guidamtelerecognition, measurement, classificatiorgrest and penalties, accounting in int
periods, disclosure and transition. FIN 48 is dffecfor fiscal years beginning after December 2806. The Company has adopted FIN 4
of October 1, 2007, as required. The adoption Iof B8 has had no effect on the Company's conselidinancial position, results
operations or cash flows. There are no unrecogrietienefits to disclose in the notes to the clideed financial statements.

Put Options

In certain situations, the Company issues resttiactemmon shares as partial consideration for aitipuis of certain businesses
assets. Pursuant to the terms and conditions eofgtiverning acquisition agreements, the holderuchsshares has the right, but not
obligation, to put a fixed number of the sharesaomonthly basis back to the Company at a fixedepper share. The Company may ¢
during any given month to either buy the monthlgrsls or, if management elects not to do so, théehalan sell the monthly shares in the «
market, and any deficiency between the amount wthiehholder receives from the sale of the monthigres and the value of shares wil
paid by the Company. The Company has accounteth&se shares in accordance with the guidancelissiad by EITF Topic D88 as

reclassification of the value of the shares frormpment to temporary equity. As the shares beatmee the Company transfers the valu
the shares back to permanent equity, less any anpaidhto the holder. Also see “Derivative Finahdnstruments” above.

Stock Options

Effective October 1, 2006, the Company adoptedfditevalue recognition provisions of SFAS No. 123Bhare-Based Paymentsising thi
modified prospective application method.

The compensation cost recognized for the nine nsoatlded June 30, 2009 and 2008 was $60,132 and83D] Tespectively. There were
stock options exercises for the nine months ended 30, 2009.

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED JUNE 30, 2009 AS COMPARED TO THE THREE MONTHSE
ENDED JUNE 30, 2008

For the three months ended June 30, 2009, we hasblidated total revenues of $20,934,833 compamedohsolidated total revenues
$15,940,006 for the three months ended June 3,280 increase of $4,994,827 or 31.3%. The ineréadotal revenues was prima
attributable to the increase in revenues generbyedur new media division and new clubs in Dall@exas (two clubs), Philadelpf
Pennsylvania, and Las Vegas, Nevada, in the amofuatpproximately $6 million. Total revenues for same-location-saperiod of clul
continuing operations decreased 0.9% to $14,894{@16he three months ended June 30, 2009 from08%5144 for the same period en
June 30, 2008.

Income taxes, as a percentage of income befors taas 36.1% and 38.3% for the quarters ended Juyr2g089 and 2008, respectively.
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Net income decreased from $1,829,204 to $1,784@9Barily due to the increase in expenses detdibddw and losses in our new operat
in Las Vegas. Income before income taxes (exatusif corporate overhead) for same-location-sgered of club continuing operatic
decreased to $4,486,515 for the three months ehdwe 30, 2009 from $4,689,659 for same period edded 30, 2008, or by 4.3%.

Following is a comparison of the Compasiyhcome statement for the quarters ended Jun20®® and 2008 with percentages compart
total revenue:

2009 % 2008 %

Sales of alcoholic beverag $ 8,036,63 38.4% $ 5,893,33 37.(%
Sales of food and merchand 1,653,31 7.% 1,335,24 8.4%
Service Revenue 10,137,43 48.2% 7,722,86 48.4%
Internet Revenue 151,98¢ 0.7% 194,10¢ 1.2%
Media 238,06« 1.1% 182,45: 1.1%
Other 717,39¢ 3.4% 612,00¢ 3.8%

Total Revenue 20,934,83 100.(%  15,940,00 100.(%
Cost of Goods Sol 2,276,89! 10.9% 1,817,41 11.4%
Salaries & Wage 4,061,73! 19.2% 3,694,82. 23.2%
Stock Base Compensati 20,04« 0.1% 39,27( 0.2%
Taxes and permil 2,407,10! 11.5% 1,937,97! 12.2%
Credit card fee 421,52: 2.C% 291,68 1.8%
Rent 853,87¢ 4.1% 461,25: 2.5%
Legal & professiona 567,79( 2.7% 540,91( 3.4%
Advertising and marketin 3,365,07! 16.1% 607,41 3.&%
Insurance 330,49¢ 1.6% 158,50: 1.C%
Utilities 381,46! 1.8% 349,82! 2.2%
Depreciation and amortizatic 808,82: 3.£% 584,22 3.7%
Other 1,471,90! 7.C% 1,439,22. 9.C%
Total operating expens: 16,966,73 81.(% 11,922,52 74.&%

Income from continuing operatiol 3,968,09: 19.(% 4,017,48: 25.2%
Interest incom: 1,113 0.C% 22,08: 0.1%
Interest expens (811,68¢) -3.% (682,78%) -4.2%
Loss on change in fair value of derivative instruts (121,909 -0.€% - -
Minority interests (73,500 -0.4% (73,500 -0.5%
Income from continuing operations before incomesax $ 2,962,122 14.1% $ 3,283,27! 20.€%

Following is an explanation of significant variasde the above amounts.

Other revenues include ATM commissions earned,ovigiemes and other vending and certain promotios) éearged to our entertainers.
Company recognizes revenue from other revenuesamnites at the point-of-sale upon receipt of cabhg¢k, or credit card charge.

Cost of goods sold includes cost of alcoholic and-@icoholic beverages, food, cigars and cigaretteschandise, media printing/bindii
media postage and internet traffic purchases armnaster payouts. The cost of goods sold for thk operations for the three months er
June 30, 2009 was 10.7% compared to 11.2% fohttee tmonths ended June 30, 2008. The cost of gamddgrom our internet operations
the three months ended June 30, 2009 was 0.3% cethpa2.3% for the three months ended June 3(B.2T8e cost of goods sold from
media operations for the three months ended Jun20®® was 32.0%, compared to 34.9% for the threetihs ended June 30, 2008. The
of goods sold for same-location-samperiod of club continuing operations for the threenths ended June 30, 2009 was 11.8%, compa
11.2% for the same period ended June 30, 2008.
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The increase in payroll and related costs, stadeé@alaries & Wagesabove, was primarily due to the addition of the rdubs. The decree
in percentage to total revenues is principally tusmanagement’continued monitoring of payroll costs in 2009idgrthese tougher econor
times. Payroll for same-location-sameriod of club continuing operations decreased26%56,706 for the three months ended June 30,
from $2,773,853 for the same period ended June2B08. Management currently believes that its ladad management staff levels
appropriate.

Taxes and permits consists principally of payrakes, property taxes, sales and alcohol taxes\sigeand permits and the patron tax ir
nightclubs in Texas. Patron taxes amounted to $0@3for each of the quarters ended June 30, 2002@08.

The increase in the percentage of advertising aadketing to total revenue is principally due to #ualition of our new club in Las Vegas
its marketing campaign.

The increase in the percentage to revenues oftaadi fees relates to increased chargebacks feotaie credit card companies in 2009.
Rent expense increased principally due to sigmificeew leases in Las Vegas and Philadelphia.

Depreciation and amortization increased approxily&i225,000 from the three months ended June 308,26ue to the new clubs purcha
during the 2008 fiscal year.

The increase in interest expense was attributabdeit obtaining new debt during the year endede®epeér 30, 2008 to finance the purchas
the new clubs and related real estate. As of 3009, the balance of longrm debt was $31,768,115 compared to $33,557,406a
earlier, but a substantial portion of the new de&s$ entered into during the quarter ended Jun2CRIs.

See “Derivative Financial Instrument” above forarrhation on the Company’s derivative financial instent at June 30, 2009.

Losses, before income taxes, at clubs losing maoiueyng the quarter ended June 30, 2009 exceededl (882 compared to $900,000 for
guarter ended March 31, 2009. The significantigsilub was Ricls Cabaret in Las Vegas. Subsequent to Decemb@088, the Compal
took the following steps to remedy losses in cartdibs:

The Rick’s Cabaret in Dallas lost $323,000 before incomegaiuring the quarter ended December 31, 2008arnary 2009, we conver
the location to XTC Cabaret Dallas. Early resalts very encouraging. This location, as XTC Daltaade a $124,000 profit for the qua
ended June 30, 2009 and we expect ongoing profitds location although there can be no assurance.

The Rick’'s Cabaret in Philadelphia lost $276,000 beforenmedaxes during the quarter ended December 31,. 20@8have converted t
location to Club Onyx Philadelphia in January 2@0@i the club made a profit of $195,000 for the tpraended June 30, 2009. We ex
continued profitability in 2009 going forward altigh there can be no assurance.

Club Onyx Dallas did not have a liquor license dgrthe quarter ended December 31, 2008 until Deee®b2008 and lost $188,000 be!
income taxes during the quarter. This location afasirtual breakeven for the quarter ended June2809, and we expect ongoing profit:
this location, of which there can be no assurance.

Rick’s Cabaret Las Vegas lost approximately $300,000reahcome taxes for the quarter ended June 3®.2@ue to the economy in L
Vegas, we expect to continue to lose money atltigigtion until the Las Vegas economy improves,wethave made expense reductions
modifications to our marketing campaign in thisdtien subsequent to March 31, 2009 and we have aésmge improvement in operation:
the quarter.
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The accompanying consolidated financial statemeeftect the following as discontinued operationsoésind for the period ended June
2009.

The Rick’s Cabaret in Austin is currently held for sale @hcluded in discontinued operations in the aqeanying statement of income.
sale of the club was scheduled in May 2009, bustie was never closed. The Company recognizéuairment of the net assets of the «
of $823,090 as of March 31, 2009, recognized incthresolidated statement of income as loss fromafadéscontinued operations.

The Company sold one of its nightclubs, Encourite3an Antonio, on March 1, 2009 for $40,000, iéhg $5,000 in cash and a $35,000

payable monthly for one year. The Company recaghian impairment of $221,563 for this club durihg uarter ended December
2008. The actual loss at date of sale was $226,175

Following is summarized information regarding th&cdntinued operations:

Three Months Ende Nine Months Ende
June 30 June 30
2009 2008 2009 2008
Rick's Austin:
Loss from discontinued operatio $ (169,54 $ (258,129) $ (587,88) $ (957,88
Loss on sale of discontinued operati - - (823,09() -
Income tax benef- discontinued operatior 59,34: 90,34¢ 493,84 335,25¢
Encounters, San Antoni
Loss from discontinued operatio - (59,95() (67,459 (150,519
Loss on sale of discontinued operati - - (226,179 -
Income tax- discontinued operatior - 20,98: 102,77( 52,68:
Total loss from discontinued operations, net of tax $ (110,20 $ (206,75) $ (1,107,99) $ (720,459

RESULTS OF OPERATIONS FOR THE NINE MONTHS ENDED JUNE 30, 2009 AS COMPARED TO THE NINE MONTHSE
ENDED JUNE 30, 2008

For the nine months ended June 30, 2009, we hasotidated total revenues of $56,301,613 comparedotesolidated total revenues
$41,775,763 for the nine months ended June 30,,2808ncrease of $14,525,850 or 34.8%. The ineréadotal revenues was prima
attributable to the increase in revenues generayedur new media division and new clubs in Miamiré@ms, Florida, two clubs in Dall
Texas, Philadelphia, Pennsylvania, and Las Vegasadl, in the amount of $15 million. Total revenimr same-location-sanperiod of clul
continuing operations decreased to $24,603,662h@mine months ended June 30, 2009 from $26,08%ai0same period ended June
2008, a 5.6% decrease. Same-location-span@d information for the nine months does notude our club in Miami Gardens, although
club is included in the information for the threemth periods ended June 30, 2009 and 2008.

Income taxes, as a percentage of income befores taas 36.6% and 31.0% for the nine months ende@& B 2009 and 20(
respectively. The increase in 2009 is due to #uk lof significant permanent differences in 2009npared to 2008, principally related
exercised stock options and also to the increaggifisance of state taxes in 2009.

Net income decreased from $6,217,856 to $3,414 51 @@arily due to the increase in expenses detdibddw and losses in our new operat
in Dallas, Philadelphia and Las Vegas. Incomeitgeincome taxes (exclusive of corporate overhéad$ame-location-samgeeriod of clul
continuing operations decreased to $5,930,711h®mntne months ended June 30, 2009 from $7,333dr46ame period ended June 30, 2
or by 19.1%.
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Following is a comparison of the Compasyicome statement for the nine months ended Jan20®9 and 2008 with percentages compar
total revenue:

2009 % 2008 %

Sales of alcoholic beverag $ 21,559,36 38.%% $ 15,453,83 37.(%
Sales of food and merchand 4,633,12. 8.2% 3,670,54! 8.8%
Service Revenue 26,997,16. 48.(% 20,321,25 48.€%
Internet Revenue 493,38« 0.S% 537,60¢ 1.2%
Media 707,03( 1.2% 182,45 0.4%
Other 1,911,55. 3.4% 1,610,07! 3.8%

Total Revenue 56,301,61 100.(% 41,775,76 100.(%
Cost of Goods Sol 6,701,02. 11.9% 4,641,39i 11.1%
Salaries & Wage 12,209,89 21.7% 9,269,90. 22.2%
Stock Base Compensati 60,13: 0.1% 117,81( 0.2%
Taxes and permil 7,043,01. 12.5% 5,016,95! 12.(%
Credit card fee 1,203,16: 2.1% 739,67: 1.8%
Rent 2,561,06. 4.5% 1,090,89: 2.€%
Legal & professiona 1,878,541 3.2% 1,419,00! 3.4%
Advertising and marketin 6,178,44! 11.(% 1,355,431 3.2%
Insurance 833,88: 1.5% 508,80: 1.2%
Utilities 1,177,50 2.1% 806,80¢ 1.5%
Depreciation and amortizatic 2,424,438 4.2% 1,606,00: 3.8%
Other 4,158,18: 7.4% 3,495,66! 8.4%
Total operating expens 46,429,32 82.59% 30,068,34 72.(%

Income from continuing operatiol 9,872,28! 17.5%  11,707,41 28.(%
Interest incomt 8,507 0.C% 91,55¢ 0.2%
Interest expens (2,447,98) -4.2% (1,785,34) -4.2%
Loss on change in fair value of derivative instrus (121,90 -0.2% -
Minority interests (220,500 -0.4% 104,41: 0.2%
Income from continuing operations before incomegax $ 7,090,40: 12.¢% $ 10,118,03 24.2%

Following is an explanation of significant variasda the above amounts.
Other revenues include ATM commissions earned,ovglemes and other vending and certain promotiaadbharged to our entertainers.

Cost of goods sold includes cost of alcoholic and-@icoholic beverages, food, cigars and cigaretteschandise, media printing/bindii
media postage and internet traffic purchases armnaster payouts. The increase in the cost of geoldsas a percentage of revenues fo
nine months ended June 30, 2009 was due primadlywo factors: (1) the addition of several newoalal-selling clubs and their related cos
goods which is significantly higher as a percentafeevenues compared to the cost of sales of th€ ¥lubs which are BYOB, and (2)
addition of the media division which has a highestoof sales than club operations. The cost oflg@wld for the club continuing operati
for the nine months ended June 30, 2009 was 11dt#fpared to 11.1% for the nine months ended Jun2®I8. The cost of goods sold fr
our internet operations for the nine months endete B0, 2009 was 1.23% compared to 2.8% for the mianths ended June 30, 2008.
cost of goods sold from our media operations ferrme months ended June 30, 2009 was 36.2%. d3teot goods sold for same-location-
sameperiod of continuing club operations for the ninenths ended June 30, 2009 was 11.8%, compared T&olfbr the same period enc
June 30, 2008.
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The increase in payroll and related costs, stadeé@alaries & Wagesabove, was primarily due to the addition of the rdubs. The decree
in percentage to total revenues is principally tusmanagement’continued monitoring of payroll costs in 2009idgrthese tougher econor
times. Payroll for same-location-sameriod of club operations decreased to $5,075,8@6tHe nine months ended June 30, 2009

$5,309,490 for the same period ended June 30, 200#hagement currently believes that its labor andagament staff levels are appropri

The increase in the percentage of taxes and petoitgal revenues is principally due to the pattax in Texas which was not in effect u
January 1, 2008.

The increase in the percentage to revenues oft@adi fees relates to increased chargebacks festai credit card companies in 2009.

The increase in the percentage of advertising aadketing to total revenue is principally due to #ualition of our new club in Las Vegas
its marketing campaign.

Rent expense increased principally due to significew leases in Las Vegas and Philadelphia.
The increase in legal and professional expensegrisipally due to contesting of labor lawsuits irnrlesota and New York.

Depreciation and amortization for the nine monthdegl June 30, 2009 increased approximately $80G;660the nine months ended June
2008, due to the new clubs purchased in 2008. fdlaimce capital expenditures amounted to $268,00€hé nine months ended June
2009. We anticipate that depreciation will excesgintenance capital expenditures for the year en8eptember 30, 2009 by approxima
$2.5 million.

The increase in interest expense was attributabdeit obtaining new debt during the year endede®epeér 30, 2008 to finance the purchas
the new clubs and related real estate. As of Bihe2009, the balance of lotgrm debt was 31,768,115 compared to $33,557,496a
earlier, but a substantial portion of the new de&s$ entered into during the quarter ended Jun2CgIs.

See “Derivative Financial Instrument” above forarrhation on the Company’s derivative financial instent at June 30, 2009.

The significant change in minority interests is doehe purchase, effective June 30, 2008, of éineaining 49% of our Austin Rick’Cabare
location and the purchase, effective the sameafdy]% of the partnership owning the real estateto Philadelphia location.

Losses, before income taxes, at clubs losing maoiueyng the nine months ended June 30, 2009 exce&2l&dmillion. The significant losit
club for the nine months was RiskCabaret in Las Vegas, which lost $1.6 milliorastes, before income taxes, at clubs losing mounewgg
the three months ended December 31, 2008 excedd@drilion. During the quarter ended December Z108, the significant losing clu
included Ricks Cabaret in Las Vegas, Dallas, Philadelphia amth Cinyx in Dallas. Subsequent to December 31, 20@8Company took tl
following steps to remedy losses in certain clubs:
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XTC Cabaret in Dallas (converted from RislCabaret in January 2009) earned $171,000 befooenie taxes during the six months ended
30, 2009, and we expect ongoing profits in thcateon although there can be no assurance.

Club Onyx in Philadelphia (converted from RiskCabaret in January 2009) lost $276,000 beforeniectaxes during the quarter en
December 31, 2008. The club made a profit of $41@,f@r the six months ended June 30, 2009. Weatxmntinued profitability in 20C
going forward although there can be no assurance.

Club Onyx Dallas did not have a liquor license dgrthe quarter ended December 2008 until Decemp20®@8 and lost $188,000 bef
income taxes during the quarter. This location enagbrofit of $61,000 for the six months ended J8®e2009, and we expect ongoing prt
in this location, of which there can be no assuganc

Rick’'s Cabaret Las Vegas lost approximately $935,000rbehcome taxes for the six months ended Jun@@D9. Due to the economy
Las Vegas, we expect to continue to lose monekgistidcation until the Las Vegas economy improved,we have made expense reduci
and modifications to our marketing campaign in thisation subsequent to March 31, 2009 and we baga a large improvement in operat
in the third quarter.

LIQUIDITY AND CAPITAL RESOURCES

Working Capital and Cash Flows

At June 30, 2009, we had working capital of $3,62Q,compared to $3,410,445 at September 30, 2008.

Net cash provided by operating activities of comitig operations in the nine months ended June 809 2vas $6,032,429 comparec
$10,260,790 for the nine months ended June 30,.2088 decrease in cash provided by operatingiieswvas primarily due to the decre
in net income and the payment of income taxes anduamts payable during the nine months ended Jon20®9.

We used $1,359,367 of cash in investing activifreen continuing operations during the nine monthsleel June 30, 2009 compare(
$25,358,196 during the nine months ended June @08.2The decrease was principally due to the adgn of the new club in Miar
Gardens, Florida on November 30, 2007. Cash 684692 was used by financing activities of coritiguwperations during the nine mor
ended June 30, 2009 compared to $26,577,205 casfded during the nine months ended June 30, 200&. decrease in cash providec
financing activities is primarily the result of comon stock issuances to raise capital for acquitiegnew Florida club in November 2007.

We require capital principally for construction acquisition of new clubs, renovation of older clisl investments in technology. We 1
also utilize capital to repurchase our common stxckart of our share repurchase program.

On April 29, 2009, the Company entered into a niodifon to its two secured promissory notes with fibrmer owners of Tootsig’Cabaret i
Miami Gardens, Florida, whereby the due date fer&f million of principal due and payable by ther@any under each note (an aggrega
$10 million) was extended by two years from Novemd@10 to November 2012. All other terms and ctods of the promissory nol
remain the same. The Company previously issuesbthetes in November 2007 to the former ownersooftdies Cabaret in connection witl
purchase agreement for the adult cabaret. The @oynpaid a total of $150,000 to the holders ofrthies as consideration for their agreer
to extend the notes for two years through Noven284r2. The $150,000 paid will be amortized as gostighent of interest expense over
remaining life of the notes.
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Put Options

As part of certain of our acquisition transactions, have entered into Lock-Up/Le&kit Agreements with the sellers pursuant to whachol
after a contractual period after the closing dtte,seller shall have the right, but not the oltlaya to have us purchase from seller a ce
number of our shares of common stock issued irrttresactions in an amount and at a rate of not Itane a contractual number of the sh
per month (the “Monthly Shares”) calculated at meper share equal to a contractual value petestigialue of the Rick’s Shares”At our
election during any given month, we may either they Monthly Shares or, if we elect not to buy therthly Shares from the seller, then
seller shall sell the Monthly Shares in the operrketa Any deficiency between the amount which te#es receives from the sale of
Monthly Shares and the value of the shares shablae by us within three (3) business days of thte @f sale of the Monthly Shares du
that particular month. Our obligation to purchalse Monthly Shares from the Seller shall terminatd aease at such time as the sellel
received a contractual amount from the sale oRit&’s Shares and any deficiency. Under the teritheLock-Up/LeakOut Agreements, ti
seller may not sell more than a contractual nunaberur shares per 30-day period, regardless of vendhe seller “Putsthe shares to us
sells them in the open market or otherwise.

During April and May 2009, we completed renegotintdf terms of certain of our long term debt ansigmificant portion of outstanding
options. Before the renegotiation, the maximunigattion that could be owed if our stock were valaédero is $13,935,020 and is recorde
our consolidated balance sheet as Temporary Equifiger the renegotiation, the maximum obligatitiat could be owed if our stock w:
valued at zero is $12,433,000. If we are requiceduy back any of these put options, the bagk transaction will be purely a balance s
transaction, affecting only Temporary Equity or Dative Liability and StockholdersEquity and will have no income statement effeche
only income statement effect from these put optisrtee “mark to marketValuation quarterly of the derivative liability agplained in Note 1
of Notes to Consolidated Financial Statements.ovolig is a schedule of the annual obligation (affter renegotiation) we would have if
stock price remains in the future at the closingkeiaprice on August 3, 2009 of $7.81 per shareylich there can be no assurance: (
includes the derivative financial instruments retdagd in our balance sheet at June 30, 2009.)

For the Year Ending September .

2009 $ 492 55!
2010 2,535,06!
2011 2,978,00!
2012 2,045,32.
2013 137,32¢
Total $ 8,188,26!

Each $1.00 per share movement of our stock priseahaaggregate effect of $597,000 on the totababbn.

Other Liquidity and Capital Resources

We have not established lines of credit or finagcather than the above mentioned notes payableoandexisting debt, except for |
borrowings in August 2009 as explained in Note iMotes to Consolidated Financial Statements. &lwvan be no assurance that we wi
able to obtain additional financing on reasonabiens in the future, if at all, should the needearis

On September 29, 2008, our Board of Directors ainbd us to repurchase up to $5,000,000 worth otommon stock. During the fiscal y

ending September 30, 2008, no shares were purchasked this program. During the nine months entlete 30, 2009, we purchased 201
shares of common stock in the open market at praxgging from $2.64 to $7.30 per share.
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We believe that the adult entertainment industgndard of treating entertainers as independentraciots provides us with safe har
protection to preclude payroll tax assessment fmr [years. We have prepared plans that we belgllgrotect our profitability in the eve
that sexually oriented business industry is requiineall states to convert dancers who are nowgaddent contractors into employees.

The sexually oriented business industry is higldynpetitive with respect to price, service and lmrgtas well as the professionalism of
entertainment. Although management believes tleaakg wellpositioned to compete successfully in the futunere can be no assurance
we will be able to maintain our high level of nameeognition and prestige within the marketplace.

IMPACT OF INFLATION

We have not experienced a material overall impaarnhfinflation in our operations during the pastesal years. To the extent permittec
competition, we have managed to recover increassts chrough price increases and may continue teadoHowever, there can be
assurance that we will be able to do so in theréutu

SEASONALITY

Our nightclub operations are affected by seasaabfs. Historically, we have experienced reduesenues from April through Septem
with the strongest operating results occurringmy®ctober through March. Our experience to dadéecates that there does not appear to
seasonal fluctuation in our Internet activities.

GROWTH STRATEGY

We believe that our nightclub operations can carmito grow organically and through careful entripimarkets and demographic segm
with high growth potential. Our growth strategy (&) to open new clubs after careful market regegb) to acquire existing clubs in locati
that are consistent with our growth and incomeetr@nd which appear receptive to the upscalefolumula we have developed, as is the
with the acquisitions of the clubs in Austin andrtFé/orth, Texas, Miami Gardens, Florida, Philadiédp Pennsylvania, and Las Ve
Nevada, (c) to form joint ventures or partnershipseduce sta-up and operating costs, with us contributing equitghe form of our brar
name and management expertise, (d) to develop hdnconcepts that are consistent with our managearah marketing skills, (e) to acqt
real estate in connection with club operationdyalgh some clubs may be in leased premises, affifor enter into licensing agreement:
strategic locations, as is the case with the lieaggeement with Rick’s Buenos Aires Sociedad Amanin Argentina.

During the nine months ended June 30, 2008, wehpsed two night club operations and the remainBig 4f another for $34,525,531. 1
acquisitions were funded as follow$18,986,000 in cash, $10,000,000 pursuant to twared promissory notes in the amount of $5,00(
each to the sellers, 230,000 shares of common ,s&¥€K.,711 in debt forgiveness, plus estimatedstetion costs of $125,000. For the |
months ended June 30, 2009, the two acquired nidi#dad total revenues of approximately $12,900,80d income before income tax
approximately $4,500,000.

We continue to evaluate opportunities to acquine ngghtclubs and anticipate acquiring new locatitimet fit our business model as we F
done in the past.

We also expect to continue to grow our Internefipoenters. We plan to focus on highargin Internet activities that leverage our marig
skills while requiring a low level of statp cost and ongoing operating costs and refinetand our Internet sites for better positionin
organic search rankings amongst the major seabidars. We will restructure affiliate programspgmvide higher incentives to our curr
affiliates to better promote our Internet sitesjlevactively seeking new affiliates to send tratficour Internet sites.
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The acquisition of additional clubs and/or interogerations will require us to obtain additionabter issuance of our common stock
both. There can be no assurance that we will ke tabobtain additional financing on reasonablentein the future, if at all, should the n
arise. An inability to obtain such additional fiidng could have an adverse effect on our growttesgy.

Ite m 4T. Controls and Procedures

Disclosure Controls and ProceduresManagement maintains "disclosure controls and phees," as such term is defined in Rules 13¢
and 15d15(e) under the Securities Exchange Act of 1934 (fExchange Act"), that are designed to ensure ittiatmation required to |
disclosed by us in reports that we file or submmter the Exchange Act is recorded, processed, sumedaand reported within the til
periods specified in Securities and Exchange Cosionisrules and forms, and that such informatioacdesumulated and communicated to
management, including our Chief Executive Officad &hief Financial Officer, as appropriate, to ailimely decisions regarding requil
disclosure. In designing and evaluating our disglesontrols and procedures, management recogttizaedisclosure controls and procedt
no matter how well conceived and operated, canigeognly reasonable, not absolute, assurance Heabltjectives of the disclosure cont
and procedures are met. Additionally, in desigrdigrlosure controls and procedures, our managenmem@ssarily was required to apply
judgment in evaluating the c-benefit relationship of possible disclosure corstrahd procedures. The design of any disclosureraeranc
procedures also is based in part upon certain gggams about the likelihood of future events, ahdré can be no assurance that any d
will succeed in achieving its stated goals undiepeatiential future conditions.

The Company's management evaluated, with the fation of the Company's principal executive anéhgpal financial officer, th
effectiveness of the Company's disclosure contints procedures (as defined in Rules 13a-15(e) &dd 3(e) under the Securities Excha
Act of 1934, as amended (the "Exchange Act")), faSeptember 30, 2008. Based on this evaluationCihipany's principal executive ¢
principal financial officer concluded that the Caanmg's disclosure controls and procedures wereteféeas of June 30, 2009.

There were no changes in our internal control dvamncial reporting during our third quarter endiethe 30, 2009, that have materially affe
or are reasonably likely to materially affect, anternal control over financial reporting.

PART [—OTHER INFORMATION
Item 1. Legal Proceedings

In 1997, the City of Houston passed a comprehensex ordinance regulating the location of and tbedtict within sexually orient
businesses (the “Ordinancetyhich became the subject of litigation which aféeour Sexually Oriented Business licenses in HoysIexas
After extensive litigation, the Trial Court in Hdos rendered its judgment in favor of the City adudton in January, 2007. After a leng
series of court battles, the Fifth Circuit CouftAppeals ruled in favor of the City of Houston $eptember 2007. Despite efforts for fur
appeal, the United States Supreme Court refuskhddothe matter.

Additionally, on behalf of three of our club locatis in Houston, we filed state court lawsuits segkudicial review of the results of 1
amortization process contained within the Ordinankethe conclusion of the trial for this matténe Court ruled that the amortization awi
were proper and requested that findings of fact@mtlusions of law be submitted to the Court al asea judgment in the case. A stay so
by the clubs during the appeal was denied. Asaltreve, as well as every other similarly situasedually oriented business located withir
incorporated area of Houston, Texas, has eithesecpaoviding nude or semiidde entertainment or develop alternate methodpefating. W
have already taken steps to clothe our entertaimer&s manner to eliminate the need for licenses aod to be subject to t
Ordinance. Approximately 1.9% of our club opemtorevenues for the nine months ended June 30, @@€8 in Houston, Texas and th
clubs lost approximately 1.4% of the Company’s medbefore taxes for that period.
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OTHER LEGAL MATTERS

Beginning January 1, 2008, our Texas clubs becarjeat to a new state law requiring each club téecband pay a $5 surcharge for e\
club visitor. A lawsuit was filed by the Texas Erthinment Association (“TEA”)an organization to which we are a member, allegfiregfes
amounts to be an unconstitutional tax. On March22®8, a State District Court Judge in Travis Qgumiexas ruled that the new state
violates the First Amendment to the United Statesdfitution and is therefore invalid. The judgedrder enjoined the State from collectin
assessing the tax. The State appealed the Ceutiling. In Texas, when cities or the State gieice of appeal, it supersedes and susy
the judgment, including the injunction. Therefditee judgment of the District Court cannot be ecdar until the appeals are completed. G
the suspension of the judgment, the State has ¢pteallect the tax pending the outcome of its abpén June 2009, the Texas Third Coul
Appeals upheld the judgment that the surchargadsnstitutional. The State has appealed the judgioehe Texas Supreme Court. We t
paid the tax for the first five calendar quartersler protest and expensed the tax in the accompgriiancial statements, except for
locations in Dallas where the taxes have not beéah, put we are accruing and expensing the ligbilkor the quarter ended June 30, 2009
result of the Third Court’s decision, the Compaugraed the fee, but did not pay the State. The @myip Texas clubs have filed a sepa
lawsuit against the State to demand repaymentetdkes. If the State’'s appeal ultimately faite Companys current amount paid unt
protest would be repaid or applied to future adioistax and other Texas state tax liabilities.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
During the three months ended June 30, 2009, wehpeed 39,718 shares of common stock in the operetrat prices ranging from $6.12 to
$6.20 per share. Following is a summary of oucpases by month:
Period: €) (b) (c) (d)
Maximum
Number (or

Total Number Approximate
of Shares (or  Dollar Value) of

Units) Shares (or

Purchased as  Units) that May
Total Number Part of Publicly Yet be

of Shares (or Announced Purchased
Units) Average Price Plans or Under the Plans

Month Ending Purchased Paid per Share Programs or Programs
Jun-09 39,17¢ $ 6.2( 39,17¢ $ 4,171,42!
Total for the nine months ended June 30, 20C 201,21¢ % 4.11 201,21¢ % 4,171,42!
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Item 6 . Exhibits

Exhibit 31.1— Certification of Chief Executive Officer of Rick'Cabaret International, Inc. required by Rule 43a(1) or Rule 15d 44(a) o
the Securities Exchange Act of 1934, as adoptesuaumt to Section 302 of the Sarbanes-Oxley Ac0602

Exhibit 31.2— Certification of Chief Financial Officer of Rick’Cabaret International, Inc. required by Rule 43a(1) or Rule 15d %4(a) o
the Securities Exchange Act of 1934, as adoptesuaumt to Section 302 of the Sarbanes-Oxley Ac0602

Exhibit 32.1-- Certification of Chief Executive Officer of RitkCabaret International, Inc. pursuant to Seci66 of the Sarbanedxley Acl
of 2002 and Section 1350 of 18 U.S.C. 63.

Exhibit 32.2-- Certification of Chief Financial Officer of Ritk Cabaret International, Inc. pursuant to Secfiff of the Sarbane®xley Acl
of 2002 and Section 1350 of 18 U.S.C. 63.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

RICK'S CABARET INTERNATIONAL, INC.

Date: August 12, 200 By: /s/ Eric S. Langal
Eric S. Langar
Chief Executive Officer and Preside

Date: August 12, 200 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal Accountingfioér
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Eric S. Langan, Chief Executive Officer and Rdest of Rick's Cabaret International, Inc., certifat:
1. | have reviewed this quarterly report on Forn-Q of Rick's Cabaret International, Inc

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or ométste a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,adher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the issuer as of, and far periods presented in this rep:

4, The issu€’s other certifying officer and | are responsible &stablishing and maintaining disclosure contratsl procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the issuer and hay

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatieg to the issuer, including its consolidatedsdiaries, is made known to us
others within those entities, particularly durifg tperiod in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed un
my supervision, to provide reasonable assurancardew the reliability of financial reporting anthet preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the issuerslatisire controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in the éssuinternal control over financial reporting thoeicurred during the issuer's v
recent fiscal year that has materially affectedijsoreasonably likely to materially affect, thetess internal control over financ
reporting; and

5. The issues other certifying officer and | have disclosedsdx on our most recent evaluation of internal @brver financie
reporting, to the issuer's independent registerddip accounting firm and the audit committee of ibsuer's board of directors
persons performing the equivalent functior

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which a
reasonably likely to adversely affect the issualoidity to record, process, summarize and repa#rfcial information; and

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

Date: August 12, 200 By: /s/ Eric S. Langal
Eric S. Langar

Chief Executive Officer and Preside
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EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Phillip K. Marshall, Chief Financial Officer dRick’s Cabaret International, Inc., certify that:
1. | have reviewed this quarterly report on Forn-Q of Rick's Cabaret International, Inc

2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or ométste a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,adher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the issuer as of, and far periods presented in this rep:

4, The issu€’s other certifying officer and | are responsible &stablishing and maintaining disclosure contratsl procedures (
defined in Exchange Act Rules -15(e) and 15-15(e)) for the issuer and hay

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatieg to the issuer, including its consolidatedsdiaries, is made known to us
others within those entities, particularly durifg tperiod in which this report is being prepared;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed un
my supervision, to provide reasonable assurancardew the reliability of financial reporting anthet preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the issuerslatisire controls and procedures and presentedsimeport our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in the éssuinternal control over financial reporting thoeicurred during the issuer's v
recent fiscal year that has materially affectedijsoreasonably likely to materially affect, thetess internal control over financ
reporting; and

5. The issues other certifying officer and | have disclosedsdx on our most recent evaluation of internal @brver financie
reporting, to the issuer's independent registerddip accounting firm and the audit committee of ibsuer's board of directors
persons performing the equivalent functior

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which a
reasonably likely to adversely affect the issualoidity to record, process, summarize and repa#rfcial information; and

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

Date: August 12, 2009 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal Accountingfioér




EXHIBIT 32.1

CERTIFICATION PURSUANT TO RULE 13a-14(b) OR
RULE 15d-14(b) and 18 U.S.C. §1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Rick’altaret International, Inc. (the "Company") on FAi®Q for the quarter ended June 30, 2009
as filed with the Securities and Exchange Commiseinthe date hereof (the "Report"), |, Eric S. 4aum, Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. §1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that:

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

(2) The information contained in the Repfairly presents, in all material respects, thwafficial condition and results
operations of the Company.

Date: August 12, 200 By: /s/ Eric S. Langal
Eric S. Langar

Chief Executive Officer and Preside




EXHIBIT 32.2

CERTIFICATION PURSUANT TO RULE 13a-14(b) OR
RULE 15d-14(b) and 18 U.S.C. §1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Rick’altaret International, Inc. (the "Company") on FAi®Q for the quarter ended June 30, 2009
as filed with the Securities and Exchange Commiseinthe date hereof (the "Report"), |, PhillipMarshall, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. §1350,dapted pursuant to Section 906 of the Sarbanesy@deof 2002, that:

(1) The Report fully complies with thejtérements of Section 13(a) or 15(d) of the SemsiExchange Act of 1934; and
(2) The information contained in the Repfairly presents, in all material respects, thwafficial condition and results

operations of the Company.

Date: August 12, 200 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal AccountingfiCer




