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PART | FINANCIAL INFORMATION
ltem 1. Financial Statements.

RICK'S CA BAR ET INTERNATIONAL, INC. AND SUBSIDIARES
CONSOLIDATED BALANCE SHEETS

ASSETS
12/31/0¢ 9/30/0¢
(UNAUDITED) (AUDITED)
CURRENT ASSETS:
Cash and cash equivalents $ 1,462,531 $ 854,93
Accounts receivable
Trade 270,53¢ 192,38!
Other, net 185,24« 186,55«
Marketable securities 6,67¢ 22,24t
Inventories 358,75¢ 291,62:
Prepaid expenses and other current assets 151,25t 140,42
Total current assets 2,435,00 1,688,16
PROPERTY AND EQUIPMENT:
Buildings, land and leasehold improvements 18,318,07 17,537,38
Furniture and equipment 4,743,19 4,121 ,44.
23,061,27 21,658,82
Accumulated depreciation (4,564,23)) (4,234,98)
Total property and equipment, net 18,497,04 17,423,84
OTHER ASSETS:
Goodwill and indefinite lived intangibles 11,230,79 10,505,45
Definite lived intangibles, net 721,72: 525,07¢
Other 395,05! 460,33
Total other assets 12,347,57 11,490,86
Total assets $ 33,279,61 $ 30,602,87

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

CURRENT LIABILITIES:
Accounts payable - trade
Accrued liabilities
Current portion of long-term debt

Total current liabilities

Other long-term liabilities

Long-term debt-related parties
Long-term debt less current portion

Total liabilities

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND STOCKHOLDERS' EQUITY

COMMITMENTS AND CONTINGENCIES

MINORITY INTERESTS

TEMPORARY EQUITY - Common stock, subject to puthtg (285,000 and 160,000 shares,

respectively)

PERMANENT STOCKHOLDERS' EQUITY:
Preferred stock, $.10 par, 1,000,000 shares aa#ithrnone issued and outstanding
Common stock, $.01 par, 15,000,000 shares authibriz858,045 and 5,805,275 shares issued

Additional paid-in capital

Accumulated other comprehensive income

Accumulated deficit

Less 908,530 shares of common stock held in trgaaticost

Total permanent stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financgdsients.

12/31/0¢ 9/30/0¢
(UNAUDITED)  (AUDITED)
$ 662,53: $ 554,97
1,162,81 1,118,97:
2,374,81 2,278,31!
4,200,16 3,952,26:
330,35: 299,70:
2,053,78: 1,386,90!
9,572,19! 10,255,50
16,156,50 15,894,38
527,57¢ -
1,800,001 800,00
59,58( 58,05:
16,134,36 15,586,23
(6,672) 8,89¢
(97,962 (450,919
(1,293,78) (1,293,78))
14,795,53 13,908,48
$ 33,279,61 $ 30,602,87
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RICK'S CA BAR ET INTERNATIONAL, INC. AND SUBSIDIARES

Revenues:
Sales of alcoholic beverages

Sales of food and merchandise

Service revenues
Internet revenues
Other

Total revenues

Operating expenses:
Cost of goods sold
Salaries and wages
Stock compensation

Other general and administrative:

Taxes and permits
Charge card fees

Rent

Legal and professional
Advertising and marketing
Insurance

Utilities

Depreciation and amortization

Other
Total operating expenses

Income from operations

Other income (expense):
Interest income
Interest expense

Minority interests
Other

Net income

Basic and diluted earnings per share:

Net income, basic
Net income, diluted

Weighted average number of common shares outsigndin

Basic
Diluted

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE MONTHS
ENDED DECEMBER 31,

2006 2005
(UNAUDITED) (UNAUDITED)
$ 259459 $  2,169,99
664,08t 638,72
3,351,79: 2,594,80.
187,97¢ 209,15’
231,66 167,05¢
7,030,12! 5,779,73!
891,16t 709,23
2,071,13 1,669,71.
65,35¢

872,94 695,31t
144,00: 102,23t
353,23: 296,84t
238,85t 150,65
358,76 290,66
128,45! 66,57¢
166,41¢ 129,12°
364,60: 232,48:
788,29 652,76
6,443,23' 4,995,62!
586,89 784,11

10,63¢ 6,43€
(325,562 (263,05))
80,99: 1,387

(3,48E)

$ 352,95 $ 525,39¢
$ 0.07 $ 0.12
$ 0.06 $ 0.11
5,141,48' 4,321,06
5,433,02. 4,599,77'

Comprehensive income for the three months ende@mker 31, 2006 and 2005 was $337,382 and $525886ectively. This includes t

changes in available-for-sale securities and retrire.

See accompanying notes to consolidated finanassients.
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RICK'S CABARET INT ERN ATIONAL, INC. AND SUBSIDIARES
CONSOLIDATED STATEMENTS OF CASH FLOWS

THREE MONTHS
ENDED DECEMBER 31,
200€ 200¢
(UNAUDITED) (UNAUDITED)
CASH FLOWS FROM OPERATING ACTIVITIES:

Net income $ 352,95 $ 525,39t

Adjustments to reconcile net income to cash praVioie operating activities:
Depreciation and amortization 364,60: 232,48:
Bad debts 13,38¢
Beneficial conversiol 4,48¢
Amortization of note discour 8,88¢ 8,88¢
Minority interests (80,999 (1,387
Deferred rents 30,65:
Common stock issued for interest payment 25,02
Stock options issued for employee services 65,35¢
Changes in operating assets and liabilities (72,53¢) (337,83)

Cash provided by operating activities 711,82( 427 ,54¢

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from sale of prope 9,69:
Additions to property and equipment (253,99) (143,03)
Acquisition of business, net of cash acquired (500,000
Payments from notes receivable 8,84¢ 19,98¢
Cash used in investing activities (735,459 (123,05()

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from sale of common stock 21,30(
Proceeds from stock options exercised 350,53: ---
Proceeds from long-term debt 600,00(
Payments on long-term debt (319,299 (244,70)
Cash provided by (used in) financing activities 631,23 (223,40)
NET INCREASE IN CASH 607,60: 81,09
CASH AT BEGINNING OF PERIOD 854,93; 480,33(
CASH AT END OF PERIOD $ 1,462,53" $ 561,42:
CASH PAID DURING PERIOD FOR:
Interest $ 284,60! $ 271,82t

Non-cash transactions:

As of October 4, 2006, the seller of the New Ydtkcconverted $75,000 of principal from the relapedmissory note into 10,000 share
restricted common stock.

On October 2006, the Company purchased a 51% ohipergterest of Playmates GentlemerClub LLC for $1,533,750, payable w
$500,000 cash at closing and 125,000 shares oictest common stock.

In November 2006, the holder of a convertible détnenconverted $25,023 of interest owed into 5.86&&es of restricted common stock.

In December 2006, the Company foreclosed on aensal house due to ngmayment of a note receivable from an unrelatedi tharty



The balance of the note receivable was $ 55,175.

See accompanying notes to consolidated financgdsients.
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RICK'S CAB AR ET INTERNATIONAL, INC. AND SUBSIDIARES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

1. BASIS OF PRESENTATION

The accompanying unaudited financial statement® Hmeen prepared in accordance with accounting iptas generally accepted in
United States of America for interim financial infioation and with the instructions to Form 10-QSBRafgulation B. They do not incluc
all information and footnotes required by accoumtprinciples generally accepted in the United State America for complete financ
statements. However, except as disclosed hereadre thas been no material change in the informatisciosed in the notes to the finan
statements for the year ended September 30, 2@06led in the Company's Annual Report on FornrKBB, as amended and filed with
Securities and Exchange Commission. The interinudited financial statements should be read in catjan with those financial stateme
included in the Form 18SB. In the opinion of management, all adjustmewtssidered necessary for a fair presentation, stingisolely o
normal recurring adjustments, have been made. @pgnasults for the three months ended DecembgR@16 are not necessarily indica
of the results that may be expected for the yedingnSeptember 30, 2007.

2. STOCK-BASED COMPENSATION

Effective October 1, 2006, the Company adopteddhevalue recognition provisions of SFAS No. 123Fhare-Based Payments,” using thi
modified prospective application method. Under thisisition method, compensation cost recognizedhie three months ended Decen

31, 2006, includes the applicable amounts of: ¢mmensation of all stockased payments granted prior to, but not yet vesteaf October
2006 (based on the gragéte fair value estimated in accordance with theirmal provisions of SFAS 123 and previously presdnin pre
forma footnote disclosures), and (b) compensatast for all stock-based payments granted subsedqoénttober 1, 2006 based on the grant-
date fair value estimated in accordance with the peovisions of SFAS No. 123R). Results for perigd®r to October 1, 2006, have
been restated. The compensation cost recognizethdothree months ended December 31, 2006 was HH58 a result of implementi
SFAS No. 123R. The following presents net incomd ger share data if the computed fair values oftlal Company’s stockase!
compensation were amortized to expense over thanggseriod of the awards as specified under SFATRL

FOR THE THREE MONTHS
ENDED DECEMBER 31,

200t
Net income, as reporte $ 525,39¢
Less total stockased employee compensation expense determinedthedair value based meth
for all awards (135,63()
Pro forma net income $ 389,76t
Earnings per share:
Basic - as reported $ 0.12
Diluted - as reported $ 0.11
Basic - pro forma $ 0.0¢

Diluted - pro forma $ 0.0¢
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

3. RECLASSIFICATIONS

Certain prior year amounts have been reclassifiegbform to the current year presentation.

4. COMMON STOCK

In October 2006, the seller of the New York clubheerted $75,000 of principal from the related presory note into 10,000 shares
restricted common stock and an employee of the Gomexercised 27,500 stock options for proceedd68{656.25. In November 20!
110,000 stock options were exercised by the Conigaemployees for proceeds of $281,875. Also, the fzom issued 5,268 shares

common stock for $25,023 interest owed. In Decer@2B@6, the Company issued 125,000 shares of constook pursuant to the acquisit
of a 51% ownership interest of Playmates Gentlemé&hib LLC.

5. SEGMENT INFORMATION
Below is the financial information related to therfipany’s segments:

FOR THE THREE MONTHS
ENDED DECEMBER 31,

200¢ 200¢

REVENUES
Club operations $ 6,842,151 $ 5,568,71I
Internet websites 187,97¢ 211,01¢

$ 7,030,12! $ 5,779,73!

NET INCOME (LOSS)

Club operations $ 1,082,770 $ 1,022,44:
Internet websites 25,13¢ 48,84¢
Corporate expenses (754,96() (545,90))

$ 352,95: $ 525,39¢

6. LONG-TERM DEBT

On November 9, 2006, the Company entered into atible debentures with three shareholders for aggal sum of $600,000. The tern
for two years and the interest rate is 12% per amrAt the election of the holders, the holders hidneeright at any time to convert all or «
portion of the principal or interest amount of tebentures into shares of the Compargdommon stock at a rate of $7.50 per share, \
was higher than the closing price of the Comparsgock on November 9, 2006. The debentures prpafaent shareholder approval, tha
number of shares of the Compamyommon stock that may be issued by the Compamcquired by the holders upon conversion o
debentures shall not exceed 19.99% of the totabeurof issued and outstanding shares of the Compa&aymnmon stock. The proceeds of
debentures were used for the acquisition of a 5dteoship interest of Playmates Gentlemen’s Club LLC
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7. EARNINGS PER SHARE (EPS)

The Company computes earnings per share in acamdeith SFAS No. 12&arnings Per Share . SFAS No. 128 provides for the calcula
of basic and diluted earnings per share. Basidrggsrper share includes no dilution and is compbtedividing income available to comrr
stockholders by the weighted average number of comsihares outstanding for the period. Diluted easiper share reflect the poter
dilution of securities that could share in the #aga of the Company.

Potential common stock shares consist of shardsntag arise from outstanding dilutive common stegkrants (the number of which

computed using the “treasury stock method”) andnflautstanding convertible debentures (the numbextoth is computed using thef
converted method”). Diluted EPS considers the gakdilution that could occur if the Compasybutstanding common stock warrants

convertible debentures were converted into commocksthat then shared in the Compangarnings (as adjusted for interest expense

would no longer occur if the debentures were caeddr

Net earnings applicable to common stock and theghted - average number of shares used for basic and dileéenings per she
computations are summarized in the table thatvidlo

FOR THE THREE MONTHS
ENDED DECEMBER 31,

2006 2005

Basic earnings per share: (UNAUDITED) (UNAUDITED)

Net earnings applicable to common stockholders $ 352,95: $ 525,39¢

Average number of common shares outstanding 5,141,48' 4,321,06.
Basic earnings per share $ 0.07$ 0.12
Diluted earnings per share:

Adj. net earnings for diluted EPS computation $ 352,95: % 525,39t
Average number of common shares outstanding:

Common shares outstanding 5,141,48! 4,321,06.

Potential dilutive shares resulting from exercivarrants and options (1) 291,53! 278,71¢

Potential dilutive shares resulting from conversidulebentures (2)

Total average number of common shares outstandied for dilution 5,433,02: 4,599,77!
Diluted earnings per share $ 0.0€ $ 0.11

(1) All outstanding warrants and options were considdéoe the EPS computation.

(2) Convertible debentures (principal and accrued es@routstanding at December 31, 2006 and 200bnigp#53,102,633 and $660,000,
respectively, were convertible into common stock gtice from $3.00 to $7.50 per share in 2006rasdlted in additional common
shares (based on average balances outstanding).
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

8. ACQUISITIONS AND DISPOSITIONS

On October 11, 2006, the Company sold its propeitieWise County for $165,000, which was the vadfiehe properties included in 1
Company’s balance sheet at September 30, 2006rafterding an impairment charge of $68,134 in Sapta 2006.

On November 10, 2006, the Company purchased a 5Afership interest of Playmates Gentlense@lub LLC, an operator of an ac
nightclub in Austin, Texas. The club is located£10 Springdale Street. The purchase price of 81758 was paid $500,000 cash at clo
and 125,000 shares of the Company’s restricted aamsiock, valued at $8.27 per share in accordarteBATF 9912. The club has be
converted to a Rick’ Austin. As part of the agreement, twelve monfter ghe closing date, the seller has the right,rtmi the obligation, 1
have the Company buy the shares at a price of §&08hare at a rate of no more than 5,000 shaementh until such time as the se
receives a total of $1,000,000 from the sale ohshares. Alternatively, the seller has the optmsell such shares in the open market.
transaction was the result of artesgth negotiations between the parties. As a te$l000,000 was added to temporary equity ir
accompanying balance sheet.

The following information summarizes the initialaation of fair values assigned to the assetdliabilities at the acquisition date based «
preliminary valuation. Subsequent adjustments maydzorded upon the completion of the valuation #redfinal determination of tl
purchase price allocation.

Property & equipment 633,41:
Non-compete agreement 175,00(
Goodwill 725,33¢
Net assets acquire $1,533,75!

The results of operations of this acquired enfityn November 10, 2006 to December 31, 2006, arl@ded in the Company’s results of
operations, with minority interest offsetting suelsults in the accompanying balance sheet.

9. SUBSEQUENT EVENTS

In January 2007, 16,000 stock options were exatdigeemployees of the Company for total proceeds36£840.

Item 2. Manag em ent's Discussion and Analysis or Plan of Operations

The following discussion should be read in conjigrctvith our audited consolidated financial statatseand related notes thereto included in
this quarterly report.
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FORWARD LOOKING STATEMENT AND INFORMATION

The Company is including the following cautionatgtement in this Form 1QSB to make applicable and take advantage of tieehsabo
provision of the Private Securities Litigation RefoAct of 1995 for any forwardboking statements made by, or on behalf of, thenany
Forwardiooking statements include statements concerniagsplobjectives, goals, strategies, future evenisedormance and underlyi
assumptions and other statements, which are dilaer statements of historical facts. Certain statgésnimn this Form 10-QSB are forward-
looking statements. Words such as "expects," “bei¢’ "anticipates," rhay," and "estimates" and similar expressions raented to identi
forwarddooking statements. Such statements are subjeistk®and uncertainties that could cause actualteet® differ materially from tho:
projected. Such risks and uncertainties are s#t flslow. The Company's expectations, beliefs angptions are expressed in good faith
are believed by the Company to have a reasonabis, liacluding without limitation, management's miaation of historical operating tren
data contained in the Company's records and othtx dvailable from third parties, but there cannbeassurance that managems
expectation, beliefs or projections will result, dehieved, or be accomplished. In addition to ofhetors and matters discussed elsew
herein, the following are important factors thatthe view of the Company, could cause materiabesty affects on the Company's finar
condition and results of operations: the risks amcertainties relating to our Internet operatidhs,impact and implementation of the sext
oriented business ordinances in the jurisdictiohen our facilities operate, competitive factong timing of the openings of other clubs,
availability of acceptable financing to fund corate expansion efforts, and the dependence on kepmeel. The Company has no obliga
to update or revise these forward-looking statemtmteflect the occurrence of future events auritstances.

GENERAL
We presently conduct our business in two diffeeepis of operation:

We own and operate upscale adult nightclubs semiimgarily businessmen and professionals. Our kighs offer live adult entertainme
restaurant and bar operations. We own and opezatadult nightclubs under the name "Rick's Cabaet!' "XTC" in Houston, Austin al
San Antonio, Texas; Minneapolis, Minnesota; and Newk, New York. We also operate three upscale eerthat cater especially to url
professionals, businessmen and professional ashtetiéed “Club Onyx'in Houston, San Antonio, Texas and Charlotte, N@#mnolina. Nt
sexual contact is permitted at any of our locations

On November 10, 2006, we purchased a 51% owneistg@pest of Playmate’s GentlemenClub LLC, an operator of an adult nightclul
Austin, Texas. The club is located at 8110 Spritgyd&treet, Austin, Texas. The purchase price 0533,750 was paid $500,000 cas
closing and 125,000 shares of our restricted comstmek. The club has been converted to a “Rick’sti.

2. We have extensive Internet activities.

a) We currently own two adult Internet membership Vgebs at www.couplestouch.caend www.xxxpassword.comWe acquir
www.xxxpasswordcom site content from wholesalers.

b)  We operate an online auction site www.naughtybais.cThis site provides our customers with the oppatyuto purchase adt
products and services in an auction format. We earanues by charging fees for each transactiodwiad on the automat
site.
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Our nightclub revenues are derived from the saldiqofor, beer, wine, food, merchandise, cover chargnembership fees, indepent
contractors' fees, commissions from vending and Amithines, valet parking, and other products amdcgs. Our internet revenues
derived from subscriptions to adult content intérnwebsites, traffic/referral revenues, and commissiearned on the sale of products
services through Internet auction sites, and adbgvities. Our fiscal year end is September 30.

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED DE CEMBER 31, 2006 AS COMPARED TO THE THREE
MONTHS ENDED DECEMBER 31, 2005

For the three months ended December 31, 2006, dedrasolidated total revenues of $7,030,129 congptreonsolidated total revenues
$5,779,735 for the three months ended Decembe2®, an increase of $1,250,394 or 21.63%. Theeass in total revenues was prime
attributable to the increase in revenues generayedur new clubs in San Antonio and Austin, Texaghe amount of $731,978; by
increase in revenues generated by our existingsdluthe amount of $541,456, a 9.72% increaseeblfg the decrease in internet operal
in the amount of $23,040, a 10.92% decrease, frgmaa ago. Total revenues for same-location-sper®d of club operations increases
$6,110,173 for the three months ended Decembe2®15 from $5,568,717 for same period ended Decel®be2005, a 9.72% increase.
increase was primarily attributable to the overatease in revenues in our club operations.

The cost of goods sold for the three months endezkBber 31, 2006 was 12.68% of total revenues camupa 12.27% for the three mon
ended December 31, 2005. The increases were duaryi to the addition of Ricls clubs which have higher cost of goods and byesme i
costs of maintaining our internet operations. Tost ©of goods sold for the club operations for fire¢ months ended December 31, 200€
12.89% compared to 12.58% for the three monthsceBéeember 31, 2005. The cost of goods sold frorirdarnet operations for the thi
months ended December 31, 2006 was 4.97% compa#@4% for the three months ended December 315.20te cost of goods sold
same-location-samgeriod of club operations for the three months dndecember 31, 2006 was 11.10%, compared to 12f68%he sam
period ended December 31, 2005.

Payroll and related costs for the three months eémkcember 31, 2006 were $2,071,137 compared 66$17,11 for the three months en
December 31, 2005. The increase was primarily dusddition of the new clubs. Payroll for same-lamatsameperiod of club operatiol
increased to $1,378,423 for the three months emmmkmber 31, 2006 from $1,324,248 for the sameogeznded December 31, 20
Management currently believes that its labor andagament staff levels are appropriate.

Other general and administrative expenses forhheetmonths ended December 31, 2006 were $3,418d@7pared to $2,616,677 for
three months ended December 31, 2005. The increasealue primarily to increases in taxes and perroiitarge card fees, rent, adverti
and marketing, legal and professional, indirectrafieg expenses, insurance, and utilities from rgldiew locations in San Antonio ¢
Austin, Texas.

10
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Interest expense for the three months ended Degediih@006 was $325,563 compared to $263,052 #othiree months ended Decembel
2005. The increase was attributable to our obtgimiew debt to finance the purchase and renovafidgheonew clubs. As of December
2006, the balance of long-term debt was $14,000¢80%pared to $13,105,906 a year earlier.

Net income for the three months ended DecembeP@16 was $352,954 compared to $525,396 for thesthmenths ended December
2005. The decrease in net income was primarily fdueosts in opening new clubs. Net income for sémnation-sameperiod of clul
operations increased to $1,401,333 for the threetinscended December 31, 2006 from $1,022,507 foegzeriod ended December 31, 2!
or by 37.05%.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2006, we had a working capital ailebf $1,765,163 compared to a deficit of $2,264,1at September 30, 2006. *
increase in working capital was primarily due torgmases in cash and cash equivalents and prepgaetgss, other current assets, and offs
increases in accounts payable, accrued liabilitesent portion of long term debt as a resultnafréased cash flow from operations, s
option exercises, and long-term debt borrowingise value of available-for-sale marketable se@sitlecreased by $15,572.

Net cash provided by operating activities in thee¢hmonths ended December 31, 2006 was $711,82pacethto $427,548 for the th
months ended December 31, 2005. The increase mprasided by operating activities was primarilyedido changes operating assets
liabilities.

We used $735,454 of cash in investing activitiesnduthe three months ended December 31, 2006 cama $123,050 during the th
months ended December 31, 2005. Cash of $631,28pmaided by financing activities during the thraenths ended December 31, 2
compared to $223,407 cash used during the thre¢hmiended December 31, 2005.

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

On November 9, 2006, we entered into convertibleedtures with three shareholders for a principal sfi $600,000. The term is for t
years and the interest rate is 12% per annum. @glbction of the holders, the holders have thiet g any time to convert all or any port
of the principal or interest amount of the debegdunto shares of our common stock at a rate &$@ger share, which was higher than
closing price of our stock on November 9, 2006. Hedentures provide, absent shareholder apprdval,the number of shares of

common stock that may be issued by us or acquiyethd holders upon conversion of the debenture shaexceed 19.99% of the tc
number of issued and outstanding shares of our comstock. The proceeds of the debentures were fasetthe acquisition of a 51
ownership interest of Playmates Gentlemen’s ClugLL

We have not established lines of credit or finagather than the above mentioned notes payableoane@xisting debt. There can be
assurance that we will be able to obtain additidinaincing on reasonable terms in the future, dlatshould the need arise.

On September 16, 2003, the Company was authorigeits hoard of directors to repurchase up to aniteahél $500,000 worth of o
common stock. No shares have been purchased unisi@idn.

11




Table of Contents

We believe that the adult entertainment industandard of treating entertainers as independentaxionts provides us with safe har
protection to preclude payroll tax assessment ffiar [years. We have prepared plans that we beligligrotect our profitability in the eve
that sexually oriented business industry is reguiineall states to convert dancers who are nowgaddent contractors into employees.

The sexually oriented business industry is higlugnpetitive with respect to price, service and lmgtas well as the professionalism of
entertainment. Although management believes thaaneevellpositioned to compete successfully in the futunere can be no assurance
we will be able to maintain its high level of naneeognition and prestige within the marketplace.

IMPACT OF INFLATION

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

SEASONALITY

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

GROWTH STRATEGY

We believe that our nightclub operations can camito grow organically and through careful entpimarkets and demographic segm
with high growth potential. Our growth strategy(ia) to open new clubs after careful market resedln to acquire existing clubs in locatir
that are consistent with our growth and incomedt@nd which appear receptive to the upscale foiwbula we have developed, as is
case with the acquisition of the New York club ahabs in Charlotte, South Houston, San Antonio Andtin, (c) to form joint ventures
partnerships to reduce stait-and operating costs, with us contributing eqimtihe form of our brand name and management &gpe(d) tc
develop new club concepts that are consistent sithmanagement and marketing skills, and/or (g)ctquire real estate in connection \
club operations, although some clubs may be iret@semises.

On November 10, 2006, we purchased a 51% owneinstagest of a nightclub in Austin, Texas, for $135%0. The acquisition was func
by the issuance of 125,000 shares of our restrictedmon stock and $500,000 in cash. Since the afegequisition through December
20086, the nightclub had total revenues of approtéige$158,000 and net loss of approximately $16%.,00

During fiscal 2006, we acquired three existing mifiib operations for a total cost of $3,865,000e§éh acquisitions were funded prime
through indebtedness, $3,195,000, and cash, $670f@0 the three months ended December 31, 2086¢ thightclub operations had ti
revenues of approximately $678,000 and net losgppfoximately $306,000.

During fiscal 2005, we acquired two existing nidgblbc operations for a total cost of $8,775,000. Ehasquisitions were funded prima
through indebtedness, $8,862,000, and issuancerastricted common stock, $675,000. Part of tielbtedness was used for renovatic
the nightclubs. During fiscal 2006, $1,925,000ta# tndebtedness was converted into 350,000 sh&ms oestricted common stock. For
three months ended December 31, 2006, these niphtoperations had total revenues of approximatey3&2,000, compared

approximately $1,625,000 for the three months erdecember 31, 2005, and net income of approxim&i6§9,000 compared to a net |
of approximately $17,000 for the three months erldedember 31, 2005.
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We continue to evaluate opportunities to acquing nightclubs and anticipate acquiring new locatithet fit our business model as we
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 refinetamel our Internet sites for better positionin
organic search rankings amongst the major seamlhdars. We will restructure affiliate programspimvide higher incentives to our curr
affiliates to better promote our Internet sitesjle/hctively seeking new affiliates to send trafficour Internet sites.

The acquisition of additional clubs and/or Internperations will require us to obtain additionabtder issuance of our common stock
both. There can be no assurance that we will be tabbbtain additional financing on reasonable geimmthe future, if at all, should the n
arise. An inability to obtain such additional firtamg could have an adverse effect on our growtitesyy.

Subsequent Events

In January 2007, 16,000 stock options were exatdigeemployees of the Company for total proceeds36£840.

Item 3. Contr ols and Procedures.

Eric S. Langan, our Chief Executive Officer and &hFinancial Officer, has concluded that our disale controls and procedures
appropriate and effective. He has evaluated tlesg&rols and procedures as of December 31, 200treThave been no changes in
internal control over financial reporting duringettast fiscal quarter that has materially affecteds reasonably likely to materially affect
internal control over financial reporting.

PART II OTHER INFORMATION
Item 1. Legal Pr ocee dings
SEXUALLY ORIENTED BUSINESS ORDINANCE OF HOUSTON, MAS
In January 1997, the City Council of the City ofudton passed a comprehensive new Ordinance raguliie location of and the cond
within Sexually Oriented Businesses (the “Ordindnhc€&he Ordinance established new minimum distancesually Oriented Busines:

may be located from schools, churches, playgrowamik other sexually oriented businesses. There werprovisions in the Ordinan
exempting previously permitted sexually orientedibasses from the effect of the new Ordinance.
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The Ordinance provided that a business which wagedea renewal of its operating permit due to clesng distance requirements undel
Ordinance would be entitled to continue in operafior a period of time (the “Amortization Periodf)the owner were unable to recoup,
the effective date of the Ordinance, its investmanthe business that was incurred through the détine passage and approval of
Ordinance. Our nightclub in our south Houston lmrahas a valid permit/license that expired in Deber 2006. The permits for our nc
Houston location and our Bering Drive location haxpired.

In May 1997, the City of Houston agreed to defeplementation of the Ordinance until the constitudility of the entire Ordinance w
decided by court trial. In February 1998, the Wstrict Court for the Southern District of Texds$puston Division, struck down certi
provisions of the Ordinance, including the prouwsimandating a 1,500 foot distance between a cldbsahools, churches and other sext
oriented businesses, leaving intact the provisiath® 750 foot distance as it existed prior to @réinance. The City of Houston appealec
District Court’s rulings with the Fifth Circuit Couof Appeals.

In November 2003, a three judge panel from thenKifircuit Court of Appeals published their Opiniehich affirmed the Trial Cour$' ruling
regarding lighting levels, customer and dancer isgjmm distances and licensing of dancers and. stag Court of Appeals, however, did
follow the Trial Courts ruling regarding the distance from which a cludyrbe located from a church or school. The CouAmbeals hel
that a distance measurement of 1,500 feet wouldpbeld upon a showing by the City of Houston tlsiclaims that there were alterna
sites available for relocating clubs could be safisated. The case was remanded for trial otisthees of the alternative sites.

Under the holding of the Fifth Circuit Court of Agals, the City of Houston had the burden of praokhow that, under the distal
measurements contained in the 1997 ordinance, #neralternate sites available for relocation. ffla@ commenced on December 4, 2006
concluded on December 12, 2006. The Trial Courtieezd its judgment in favor of the City of Houstam January 31, 2007. The Trial Cc
found that the City of Houston met its burden tthetre were sufficient alternate sites availableelocate all of the existing businesse
1997. The Trial Court found the 1997 ordinance tian®nal and enforceable. Pasial motions are anticipated and discussions aiac
held with the City of Houston to withhold any erdement of the ordinance until the Trial Court rubesthe motions. An appeal to the F
Circuit Court of Appeals will be brought after thenclusion of the post-trial motions. If the pas& motions are unsuccessful and the Cil
Houston elects to enforce the judgment, we, as ageéivery other similarly situated sexually oridrb@siness located within the incorpor:
area of Houston, Texas, will have to either ceaseiging nude or senmude entertainment or develop alternate methodpefating. In suc
event, we presently intend to clothe our entertaiirea manner to eliminate the need for licensebta take such steps as to not be subj
SOB ordinance compliance.
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Item 2. Unr egistered Sales of Equity Securities and Use of Procesd

During our quarter ended December 31, 2006, we tetagthe following transactions in reliance uparraptions from registration under
Securities Act of 1933, as amended (the "Act") @vided in Section 4(2) thereof. All certificatessiied in connection with these transac
were endorsed with a restrictive legend confirntingt the securities could not be resold withouisteation under the Act or an applica
exemption from the registration requirements of Alte. None of the transactions involved a publitedhg, underwriting discounts or sa
commissions. We believe that each person was difigda investor within the meaning of the Act and had klemlge and experience
financial and business matters, which allowed themvaluate the merits and risks of our securifiggh person was knowledgeable abou
operations and financial condition.

In October 2006, the seller of the New York clulmeerted $75,000 of principal from the related presory note into 10,000 sha
of restricted common stock.

In November 2006, as a part of the acquisition B¥eSownership interest in Playmates Gentlerme@lub LLC, we issued 125,0
shares of restricted common stock to the sellees&lshares were valued at $1,033,750.

Item 6. Ex hibi ts.

Exhibit 31.1- Certification of Chief Executive Officer and Chiginancial Officer of Ricks Cabaret International, Inc. requirec
Rule 13a - 14(1) or Rule 15d - 14(a) of the Sem#iExchange Act of 1934, as adopted pursuant¢to®e302 of the Sarban&xley Act ol
2002.

Exhibit 32.1-- Certification of Chief Executive Officer and @iFinancial Officer of Ricks Cabaret International, Inc. pursuar
Section 906 of the Sarbanes-Oxley Act of 2002 aexti®n 1350 of 18 U.S.C. 63.
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SIG NATU RES

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: February 12, 200 7 By: /s/ Eric S. Langan
Eric S. Langan
Chief Executive Officer and Chief Financial Officer
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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 GHiancial Officer of Rick’s Cabaret Internationhic., certify that:
1. | have reviewed this quarterly report on Form 10BQ Rick’s Cabaret International, Inc.;

2. Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisiegding with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operat and cash flows of the small business issuef,eend for, the periods preser
in this report;

4. As Chief Executive Officer and Chief Financial @#r, | am responsible for establishing and maiimgirdisclosure controls a
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) for the small business issudrhave:

(a) Designed such disclosure controls and procsdurecaused such disclosure controls and procedarbe designed under
supervision, to ensure that material informatioiatieg to the small business issuer, includingcitesolidated subsidiaries, is m
known to us by others within those entities, pattdy during the period in which this report isifige prepared,;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaial reporting to be design
under my supervision, to provide reasonable assareggarding the reliability of financial reportiagd the preparation of financ
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the small bissingsuer's disclosure controls and procedurespesgknted in this report ¢
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thegeovered by this report bas
on such evaluation; and

(d) Disclosed in this report any change in the smatlifess issuer's internal control over financiabrépg that occurred during t
small business issuer's most recent fiscal yearhha materially affected, or is reasonably likedymaterially affect, the sm:
business issuer's internal control over finan@gbrting; and

5. | have disclosed, based on my most recent evatuatfointernal control over financial reporting, the small business issut
independent registered public accounting firm amsl dudit committee of the small business issuesdof directors (or persc
performing the equivalent functions):

(&) All significant deficiencies and material weakses in the design or operation of internal cbmver financial reporting whic
are reasonably likely to adversely affect the snialiness issuer's ability to record, process, samze and report financi
information; and

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

Date: February 12, 2007 By: /s/ Eric S. Langan
Eric S. Langan
Chief Executive Officer and Chief Financial Officer




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 FA®QSB for the quarter ended Decem
31, 2006 as filed with the Securities and ExchaBgemission on the date hereof (the "Report"), i¢ Br Langan, Chief Executive Officer
and Chief Financial Officer of the Company, certifyrsuant to 18 U.S.C. 81350, as adopted purs¢osdection 906 of the Sarbanes-Oxley
Act of 2002, that:

Q) The Report fully complies with the reaarrents of Section 13(a) or 15(d) of the Securkieshange Act of 1934; and
(2 The information contained in the Report fairly mets, in all material respects, the financial cbadiand results «

operations of the Company.

Date: February 12, 2007 By: /s/ Eric S. Langan
Eric S. Langan
Chief Executive Officer and Chief Financial Officer




