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PART I

ITEM 1. BUSINESS
INTRODUCTION

Our name is Rick's Cabaret International, Inc. Tigltoour subsidiaries, we currently own and/or ofgegatotal of nineteen adult nightclubs
offer live adult entertainment, restaurant and dgaerations. Nine of our clubs operate under theendRick's Cabaret"; four operate under
name “Club Onyx”upscale venues that welcome all customers but eatercially to urban professionals, businessmerpesféssional athlete
four operate under the name "XTC Cabaret"; one tlaboperates as “Encounters”; and one club thataies as “ Tootsie’sOur nightclubs ai
in Houston, Austin, San Antonio, Dallas and Fort Wp Texas; Charlotte, North Carolina; Minneapolinnesota; New York, New Yor
Miami Gardens, Florida; Philadelphia, Pennsylvaamd Las Vegas, Nevada. In April 2008, we acquir@dedlia division, including the leadi
trade magazine serving the mutltion dollar adult nightclubs industry. As parftthe transaction we also acquired two industrgerahows, tw
other industry trade publications and more tham#gstry websites.

We also own and operate premiere adult entertaibnieternet websites. Our online entertainment sitgg, CouplesTouch.co
NaughtyBids.com and xxxpassword.com. CouplesTooah.is a personals site for those in the swingifegstyle. Naughtybids.com is our onl
adult auction site. It contains consunigtiated auctions for items such as adult videqearel, photo sets, adult paraphernalia and ettotica
There are typically approximately 10,000 activetauns at this site at any given time. We chargesttler a fee for each successful auction.
site xxxPassword.com features adult content licgtiseugh Voice Media, Inc. Most of our sites useppietary software platforms written by
to deliver the best experience to the user witlheirig constrained by off-the-shelf software soluio

Our website address is www.Ricks.cotdpon written request, we make available freel#rge our Annual Report on Form K&B, Quarterl
Reports on Form 10-QSB, Current Reports on Foriy &nd all amendments to those reports as soorasomably practicable after si
material is electronically filed with the SEC und&curities Exchange Act of 1934, as amended. rmdition contained in the website shall nc
construed as part of this Form 10-KSB.

References to “us” or “the Company” include our #@0wned, 85%-owned and 51%-owned consolidated dialbiEs.
BUSINESS ACTIVITIES--NIGHTCLUBS

Prior to the opening of the first Rick's Cabaret 1i83 in Houston, Texas, the topless nightclub ness was characterized by sr
establishments generally managed by their owneer&@jing policies of these establishments were dégnthe sites were generally dimly
standards for performers' personal appearance arsbmmlity were not maintained and it was custoraryperformers to alternate betw:
dancing and waiting tables. The quantity and qualftbar service was low and food was not frequeoffered. Music was usually "hard" rc
and roll, played at a loud level by a disc jockEgually, only cash was accepted. Many businessmiémificomfortable in such environmel
Recognizing a void in the market for a fidass adult nightclub, we designed Rick's Cabar¢arget the more affluent customer by providil
unique quality entertainment environment. The felllgy summarizes our areas of operation that diststgus:

Female EntertainersOur policy is to maintain high standards for bg#rsonal appearance and personality for the aimers an
waitresses. Of equal importance is a performeriBtyalbo present herself attractively and to talkttwcustomers. We prefer tt
performers who work at our clubs be experiencedréainers. We make a determination as to whethpgarticular applicant is suital
based on such factors of appearance, attitudes,dresymunication skills and demeanor. At all clubs;ept for our Minnesota locati
the entertainers are independent contractors. Wetiechedule their work hours.

Management We often recruit staff from inside the toplesdustry, as well as from large restaurant and chdirs, in the belief th
management with experience in the sector adds ttability to grow and attract quality entertainekéanagement with experience
able to train new recruits from outside the industr

Compliance Policis/Employees We have a policy of ensuring that our businesaisied on in conformity with local, state and deal
laws. In particular, we have a "no tolerance" polas to illegal drug use in or around the premigtssters placed throughout
nightclubs reinforce this policy, as do periodi@aonounced searches of the entertainers' locketsrtiimers and waitresses who ar
for work are not allowed to leave the premises aththe permission of management. If an entertailoes leave the premises, st
not allowed to return to work until the next dayeWontinually monitor the behavior of entertainevajtresses and customers to en
that proper standards of behavior are observed.

Compliance Policies/Credit Card§Ve review all credit card charges made by outarners. We have in place a formal policy requi
that all credit card charges must be approved riting, by management before any charges are aedept
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Management is trained to review credit card chatgesnsure that the only charges approved for payrage for food, drink ar
entertainment.

Food and Drink We believe that a key to the success of our madrdiult nightclubs is a quality, firstass bar and restaurant opera
to compliment our adult entertainment. We employwise managers who recruit and train professiorait wtaff and ensure that ei
customer receives prompt and courteous serviceelMaoy chefs with restaurant experience. Our bamagars order inventory a
schedule bar staff. We believe that the operatfom first class restaurant is a necessary compdoethie operation of a premiere ai
cabaret, as is the provision of premium wine, liqaod beer in order to ensure that the customearepars and obtains good value.
most locations, our restaurant operations providsiness lunch buffets and full lunch and dinner meervice with hot and cc
appetizers, salads, seafood, steak, and lobstezx#emsive selection of quality wines is availafienost locations.

Controls. Operational and accounting controls are esselatidle successful operation of a cash intensigbtoiub and bar business.
each location, we have designed and implementetniat procedures and controls to ensure the ityegfi our operational ar
accounting records. Wherever practicable, we sépam@nagement personnel from all cash handlinghabrhanagement is isola
from and does not handle any cash. We use a cotidinaf accounting and physical inventory contr@ahanisms to maintain a h
level of integrity in our accounting practices. drhation technology plays a significant role in twajmg and analyzing a variety
information to provide management with the inforimatnecessary to efficiently manage and controhaaghtclub. Deposits of ca
and credit card receipts are reconciled each daydaily income report. In addition, we review odaily basis (i) cash and credit ¢
summaries which tie together all cash and credi tansactions occurring at the front door, thestia the club and the cashier stat
(i) a summary of the daily bartenders' chexk-reports, and (iii) a daily cash requirementalysis which reconciles the previous d
cash on hand to the requirements for the next dmpgésations. These daily computer reports alerllotanagement of any varian
from expected financial results based on histomgaims. We conduct a monthly independent overviéwuo financial condition ar
operating results.

Atmosphere We maintain a high design standard in our faesiand decor. The furniture and furnishings inrfghtclubs create tl
feeling of an upscale restaurant. The sound sygt@wides quality sound at levels at which conveosat can still take place. T
environment is carefully monitored for music sell@tt entertainer and waitress appearance and pdices of customer service o
continuous basis.

VIP Room. In keeping with our emphasis on serving the ugret of the businessmen's market, some of our nidgigénclude a VI
room, which is open to individuals who purchase rerships. A VIP room provides a higher level ofvgss and luxury.

Advertising and PromotionOur consumer marketing strategy is to position“®ick's Cabaretbrand clubs as premiere entertainn
facilities that provide exceptional topless entarteent in a fun, yet discreet, environment. We aisariety of highly targeted methc
to reach our customers including hotel publicatidasal radio, cable television, newspapers, bils, taxicab reader boards, and
Internet, as well as a variety of promotional caigps. These campaigns ensure that the Rick's Cateamee is kept before the public.

Rick's Cabaret has received a significant amounmhediia exposure over the years in national magazoeh as Playboy, Penthot
Glamour Magazine, The Ladies Home Journal, Time &¢age, Time Out New York, and Texas Monthly MagaziBegments abc
Rick's have aired on national and local televisppngrams such as “20/20"Ektra" and "Inside Edition", and we have provi
entertainers for Pay-P&fiew features as well. Business stories about Ri€labaret have appeared in Forbes, Newsweek, Tl
Street Journal, The New York Times, The New YorlstPbos Angeles Times, Houston Business Journal,ramerous other natior
and regional publications.

NIGHTCLUB LOCATIONS

We currently operate clubs under the name “Riclabatet”in Houston, San Antonio, Dallas, Fort Worth and tusTexas; Minneapoli
Minnesota; Philadelphia, Pennsylvania; New YorkywN¥ork; and Las Vegas, Nevada. We also operatemilasi nightclub under the nar
“Tootsie’s” in Miami Gardens, Florida. We also operate a tofalour nightclubs (two in Houston, one in Dallasdaone in Charlotte, Nor
Carolina), as “Club Onyx"upscale venues that welcome all customers but eafgcially to urban professionals, businessmerperfgssion:
athletes. Additionally, we own four nightclubs tlgterate as “XTC Cabareiti San Antonio, Austin, and two in Houston, TexA& also opera
a club in San Antonio as “Encounters.” We sold New Orleans, Louisiana nightclub in March 1999, ibubntinues to use the name “Rigk’
Cabaret” under a licensing agreement.
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RECENT NIGHTCLUB TRANSACTIONS

1.

On April 23, 2007, we completed a transaction fo¥ purchase of 100% of the outstanding common sb6dk.K.C., Inc., a Tex:
corporation (the "Business"), which owned and ogetan adult entertainment cabaret known as Newa@s Nights ("New Orlea
Nights") located in Fort Worth, Texas. Pursuanthe Stock Purchase Agreement, we acquired the Bssifor a total cash purch
price of $4,900,000. In addition, RCI Holdings, .lnour wholly owned subsidiary ("RCI"), enteredardn Assignment of that cert
Real Estate Sales Contract between the owner opribygerty and W.K.C., Inc. for the purchase of thal property located at 71
Calmont, Fort Worth, Texas 76116 (the "Real Proggnvhere the club is located for a total purchasiee of $2,500,000, whit
consisted of $100,000 in cash and $2,400,000 payrla six year promissory note to the sellers tvlwdl accrue interest at the rate
7.25% for the first two years, 8.25% for years ¢hend four and 9.25% thereafter (the "PromissorieNoThe Promissory Note
secured by a Deed of Trust and Security Agreententher, RCI entered into an Assignment and Assionpif Lease Agreement w
the sellers to assume the lease agreement forethleHRoperty

On May 10, 2007, we entered into a Licensing Agreeinwith Rick’s Buenos Aires Sociedad Anonima (‘&isee”),a corporatio
organized under the laws of Argentina. Under tlienseof the Licensing Agreement, we agreed to gkangnsee a license for use
exploitation of our logos, trademarks and servigegks for the operation of an adult entertainmeatlifg in the city of Buenos Aire
Argentina, and Latin America. Pursuant to the age®, Licensee agreed to pay us a royalty fee emua0% of gross revenues
Licensers business, net of any value added tax. No clultbpased as of this tim

On November 30, 2007, we entered into a Stock Ruseelhgreement for the acquisition of 100% of tiseésl and outstanding comn
stock of Stellar Management Corporation, a Flogdgooration (the "Stellar Stock") and 100% of thsued and outstanding comr
stock of Miami Gardens Square One, Inc., a Floddgoration (the "MGSO Stock") which owns and opesaan adult entertainmu
cabaret known as "Tootsie’s Cabaret" ("Tootsielocated at 150 NW 183rd Street, Miami Gardétisrida 33169 (the "Transaction
Pursuant to the Stock Purchase Agreement, we adhthe Stellar Stock and the MGSO Stock from Noridakmore ("Hickmore"
and Richard Stanton ("Stanton") for a total purehaisce of $25,000,000 payable $15,000,000 in eashpayable $10,000,000 purst
to two Secured Promissory Notes in the amount gd®5000 each to Stanton and Hickmore (the "Notd8i¢ Notes will bear intere
at the rate of 14% per annum with the principalgidg in one lump sum payment on November 30, 2Ditérest on the Notes will |
payable monthly, in arrears, with the first paymieeing due thirty (30) days after the closing @ ffransaction. We cannot ppey the
Notes during the first twelve (12) months; theregftve may prepay the Notes, in whole or in padyiged that (i) any prepayment
us from December 1, 2008 through November 30, 2608ll be paid at a rate of 110% of the originahgpal amount and (ii) ar
prepayment by the Company after November 30, 260%y be prepaid without penalty at a rate of 100%hef original principe
amount. The Notes are secured by the Stellar StadkMGSO Stock under a Pledge and Security Agreemelditionally, as part «
the Transaction, we entered into Assignment to éesgreements with the landlord for the property meh€ootsies is located. TF
underlying Lease Agreements for the property previmt an original lease term through June 30, 2@dth two option periods whic
give us the right to lease the property througheJa@, 2034. The terms and conditions of the traiwmaevere the result of extens
arm's length negotiations between the par

On March 31, 2008, the Company’s wholly owned dilibsy, RCI Entertainment (Philadelphia), Inc. (thRurchaser”)}completed th
acquisition of 100% of the issued and outstandimgress of common stock (the “TEZ Sharesf)The End Zone, Inc., a Pennsylve
corporation (the “Corporation”) which owns and aged a nightclub previously known as “Crazy Horsm Tabaret” (the “Club)’
located at 2908 South Columbus Blvd., PhiladelpRiennsylvania 19148 (the “Real Property”) from \dntPiazza (the “Seller’As
part of the transaction, the Company’s wholly owsetisidiary, RCI Holdings, Inc. (“RCI Holdings&cquired from the Piazza Fan
Limited Partnership (the “Partnership Seller”) 58¥%the issued and outstanding partnership intétest“Partnership Interestsi) TEZ
Real Estate, LP, a Pennsylvania limited partnergip “Partnership”and 51% of the issued and outstanding memberstepest (th
“Membership Interests”jn TEZ Management, LLC, a Pennsylvania limited iliafb company, which is the general partner of
Partnership (the “General PartnerThe Partnership owns the Real Property where the @llocated. At closing, the Company pa
purchase price of $3,500,000 in cash for the Pestie Interests and Membership Interests, and is488,000 shares of the Company’
restricted common stock (tI*Rick’s Share”) valued at $23 per share for the TEZ She

As part of the transaction, the Company enterea antock-Up/Leakout Agreement with the Seller pursuant to whichcormfter on
year after the closing date, the Seller shall ltaeeright, but not the obligation, to have Rickigghase from Seller 5,000 RickShare
per month (the “Monthly Shares”), calculated atreep per share equal to $23.00 (“Value of the RicBhares”). At the Comparyy’
election during any given month, the Company malyegibuy the Monthly Shares or, if the Company tslemt to buy the Month
Shares from the Seller, then the Seller shallteellMonthly Shares in the open market. Any deficiebetween the amount which
Seller receives from the sale of the Monthly Shaned the Value of the Rick’Shares shall be paid by the Company within t(83
business days of the date of sale of the Monthir&hduring that particular month. The Compargbligation to purchase the Mont
Shares from the Seller shall terminate and ceasecdt time as the Seller has received a total gf85000 from the sale of the Risk’
Shares and angeficiency. As of September 30, 2008, the 195,0G0es of restricted common stock were classifietherconsolidate
balance sheet as temporary equity in accordan¢eBiitF Topic D-98 Classification and Measurement of Redeemable Séxsuri
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Additionally, at closing, the Seller and the Parstp Seller entered a fiwgear agreement not to compete with the Companyirwé
twenty (20) mile radius of the Club. Finally, ther@oration entered into a new lease agreementthétPartnership giving it the right
lease the Real Property for twenty (20) years @@al Term”)with an option for an additional nine (9) yearsvele (11) eleven mont
(“Option Term”) with rent payable at the rate of (i) $50,000 penthpsubject to adjustment for increases in thesGorer Price Inde
(CPI) every five years during the Original Term aheé Option Term, or (ii) 8% of gross sales, whidteis higher. The maximu
increase in the CPI for any five (5) year periodlshe 15%.

5. On March 31, 2008, the Company’s subsidiary, RCileEainment (Austin), Inc. (“RCI")completed the acquisition of 49% of
membership interest of Playmates Gentlemen’s Qlulg, (“Playmates”) from Behzad Bahrami (“Sellerfgsulting in 100% ownersk
by the Company of RCI. Playmates owns an adultrentenent cabaret previously known as “Playmatésg (Club”) located at 811
Springdale Road, Austin, Texas 78724 (the “Premjséinder the terms of the Purchase Agreement, RCI paadal purchase price
$1,401,711 which was paid $701,711 in cash and fltegtveness at the time of closing and the issaaonic 35,000 shares of 1
Company’s restricted common stock valued at $2@&0share (the “Shares”). For accounting purpdasesCompanys investment i
2008 is only $751,000, due to the previous los$¢keominority interest which have been expensdtk ifivestment has been assic
to goodwill.

Pursuant to the terms of the Purchase Agreemerty after one year after the closing date, theeBalall have the right, but not
obligation to have the Company purchase from Sé&J800 Shares per month (the “Monthly Shares&culated at a price per sh
equal to $20.00 (“Value of the Shares”). Sellerlishatify the Company during any given month of @ection to “Put"the Monthly
Shares to the Company during that particular moAtithe Companys election during any given month, the Company miglyer bu
the Monthly Shares or, if the Company elects ndiug the Monthly Shares from the Seller, then thke® shall sell the Monthly Shai
in the open market. Any deficiency between the amhethich the Seller receives from the sale of thenMly Shares and the Value
the Shares shall be paid by the Company withinetligy business days of the date of sale of the Mpr@hares during that particu
month. The Compang’obligation to purchase the Monthly Shares froenSkller shall terminate and cease at such tintleeaSeller he
received a total of $700,000 from the sale of thar8s. As of September 30, 2008, the 35,000 sldmestricted common stock we
classified on the consolidated balance sheet asaeary equity in accordance with EITF Topic D-@assification and Measuremen
Redeemable Securities.

In the event the Seller elects not to “Put” ther8kdo the Company, the Seller shall not sell nioaa 10,000 Shares during any @y
period in the open market, provided that Seller jglies with Rule 144 of the Securities Act of 1938,amended, in connection with
sale of the Shares. The full results of operatifrthis entity are included in the Company’s resolt operations since March 31, 2008.

6. On April 11, 2008, the Comparg/wholly owned subsidiary, RCI Entertainment (DgllJdnc., completed the acquisition of 100% ol
issued and outstanding partnership interest (tlaetfiBrship Interest”) of Hotel Developmentexas, Ltd, a Texas limited partners
(the "Partnership") and 100% of the issued andtanting membership interest (the "Membership IstEyef HD-Texas Manageme!
LLC, a Texas limited liability company, the genemmrtner of the Partnership (the "General Partnigin Jerry Golding, Kenne
Meyer, and Charles McClure (the "Sellers"). Thetfaship owns and operates an adult entertainnadraret previously known as "T
Executive Club" (the "Club"), located at 8550 NoSkemmons Freeway, Dallas, Texas 75247 (the "Remgefty"). As part of th
transaction, the Comparsyivholly owned subsidiary, RCI Holdings, Inc. ("R};lalso acquired the Real Property from DPC Haidi
LLC, a Texas limited liability company ("DPC'

At closing, the Company paid a total purchase poic$3,590,609 for the Partnership Interest and Kership Interest, which was p
through the issuance of 50,694 shares of the Coypaestricted common stock to each of Messrs. Ggjd#eyer and McClure, for i
aggregate total of 152,082 shares (collectivelg,"RRick's Club Shares") to be valued at $23.30gbare ($3,544,119) and $46,49
cash. As consideration for the purchase of the Regperty, RCI paid total consideration of $5,529,Awvhich was paid (i) $4,250,01
payable $610,000 in cash and $3,640,000 throughistwance of a five year promissory note (the "Rssory Note") and (ii) tr
issuance of 57,918 shares of the Compsingstricted common stock (the "Rick's Real Prgp8hares”) to be valued at $23.30 per s
($1,349,721). The Promissory Note bears interest adrying rate at the greater of (i) two perce¥b) above the Prime Rate or
seven and one-half percent (7.5%), and is guardrigeRick's and Eric Langan, the Companghief Executive Officer, individuall
At Closing, the Parties entered into an Amendmerfurchase Agreement solely to provide for theeBelto set aside 10,500 Ric
Club Shares under an Escrow Agreement for the toffseertain liabilities of the Partnership. Thermany also incurred costs in
amount of $37,848, which was paid in cash.

At Closing, the Sellers entered into Lock-Up/Leakt Agreements pursuant to which on or after orer ydter the closing date, !
Sellers shall have the right, but not the obligatio have Rick's purchase from Sellers not mora #raaggregatef 3,621 Shares p
month (the "Monthly Club Shares"), calculated airige per share equal to $25.00 per share ("ValubeoRick's Club Shares") ur
each of the individual Sellers has received a tofa$1,267,350 from the sale of the Rick's Clubr8haAt the Companyg’ electiol
during any given month, the Company may either tngyMonthly Club Shares or, if the Company eleasto buy the Monthly Clu
Shares from the Sellers, then the Sellers shdlltiselMonthly Club Shares in the open market. Amficdency between the amoL
which the Sellers receive from the sale of the Mbn€Club Shares and the Value of the Rick's Clubr8 shall be paid by the Comp
within three (3) business days of the date of sallve Monthly Club Shares during that particulaonth. The Companyg’ obligation ti
purchase the Monthly Club Shares from the Selleadl $erminate and cease at such time as the Sélbare received an aggregate !
of $3,802,050 from the sale of the Rick's Club $kand any deficiency.
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Additionally, at Closing, DPC entered into a Lock/Ueak-Out Agreement pursuant to which on or after one wf@r the closing dal
DPC shall have the right, but not the obligatiorhttve Rick's purchase from DPC 1,379 Shares pethrgme "Monthly Real Esta
Shares"), calculated at a price per share equd25000 per share ("Value of the Rick's Real Es®&tares") until DPC has receive
total of $1,447,950 from the sale of the Rick's IRe&state Shares. At the Compasiglection during any given month, the Company
either buy the Monthly Real Estate Shares or, éf @ompany elects not to buy the Monthly Real Es&itares from DPC, then DI
shall sell the Monthly Real Estate Shares in thenomarket. Any deficiency between the amount widC receives from the sale
the Monthly Real Estate Shares and the Value oRilck's Real Estate Shares shall be paid by thepaagnwithin three (3) busine
days of the date of sale of the Monthly Real Esfttares during that particular month. The Compampligation to purchase 1
Monthly Real Estate Shares from DPC shall termiaaig cease at such time as DPC has received asgaggrtotal of $1,447,950 fr
the sale of the Rick's Real Estate Shares and efigiehcy.

Finally, at Closing each of the Sellers enteretv@ year Non€ompetition Agreement with the Company pursuamwhah they agree
not to compete with the Company in Dallas Countgrmy adjacent county.

7. On June 18, 2008, the Company’s wholly owned suidsidRCI Entertainment (Northwest Highway), Incdigt“Purchaser’fomplete:
the acquisition of certain assets (the “Purchasgskefs”) of North by East Entertainment, Ltd., ad®kmited partnership (the “Sellgr”
by and through its general partner, Northeast Rlati LLC, a Texas limited liability company (the éBeral Partner’pursuant to &
Asset Purchase Agreement dated May 10, 2008. Ther 8&/ned and operated an adult entertainmentreaiaown as Platinum Clul
1" (the“Cluk”), located at 10557 Wire Way (at Northwest HighwaydJl&s, Texas 75220 (tt“Real Propert”).

At closing, the Company paid a total purchase poic$1,500,000 cash for the Purchased Assets. adi@, the principal of the Sel
entered into a fivgrear agreement not to compete with the Club by aper an establishment with an urban theme that betve
liquor and provides live female nude or samide adult entertainment in Dallas County, Tar@atinty, Texas or any of the adjac
counties thereto.

As part of the transaction, the Company’s whollyned subsidiary RCI Holdings, Inc. (“RCIglso acquired the Real Property fi
Wire Way, LLC, a Texas limited liability companyWire Way”). Pursuant to a Real Estate PurchaseSaid Agreement (theRea
Estate Agreement’flated May 10, 2008, RCI paid total consideratio$&000,000, which was paid $1,650,000 in cash$h850,00
through the issuance of a five (5) year promissute (the “Promissory Note”Yhe Promissory Note bears interest at a varying a
the greater of (i) two percent (2%) above the Prita¢e or (ii) seven and oredf percent (7.5%), which is guaranteed by the Qamy
and by Eric Langan, the CompasyChief Executive Officer, individually. The Compaalso incurred $69,998 in costs, which was
in cash.

8. On September 5, 2008, our wholly owned subsidiaty Bntertainment (Las Vegas), Inc. (the “Purchaseompleted the acquisition
certain assets (the “Purchased Assets”) of DI Radgeverage of Las Vegas, LLC, a Nevada limited iligbcompany (the “Sellery
pursuant to a Third Amended Asset Purchase Agree(tten“Third Amendment”) between Purchaser, Rsckabaret International, It
(“Rick’s”), Seller, and Harold Danzig (“Danzig”),r&nk Lovaas (“Lovaas”) and Dennis DeGori (“DeGonitho are all members
Seller. The Seller owned and operated an adultrtaimenent cabaret previously known as “Scores” (t6&ub”), located at 33t
Procyon Street, Las Vegas, Nevada 89102“Real Propert”).

At Closing, Purchaser paid Seller an aggregate atremifollows (the “Purchase Price”):

(i) $12,000,000 payable by wire transt

(i) $3,000,000 pursuant to a promissory note (“the RiBkomissory Note”), executed by and obligatingk®, bearing interest at
eight percent (8%) per annum with a five (5) yaapdization, with monthly payments of principal ainterest, with the initial
monthly payment due in April 2009 with a balloorypeent of all then outstanding principal and intedkge upon the expiration of
two (2) years from the execution of the F's Promissory Note; ar

(iii) 200,000 shares of restricted common stock, paevdlu01 of Ric's (the“Rick’s Share”) issued to the Selle
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As part of the transaction, we entered into a LOgkteak-Out Agreement with the Seller pursuant tool, on or after seven (7)
months after the closing date, the Seller shalkthtae right, but not the obligation, to have Rickurchase from Seller a total of 150,
of the Rick’s Shares (“Rick’s Put Share”) in an amband at a rate of not more than 6,250 of th&'Rieut Shares per month (the
“Monthly Shares”) calculated at a price per shapeatto $20.00 per share (“Value of the Rick’s ®88). At our election during any
given month, we may either buy the Monthly Shamesfave elect not to buy the Monthly Shares frdm Seller, then the Seller shall
sell the Monthly Shares in the open market. Anyaieficy between the amount which the Seller recefv@n the sale of the Monthly
Shares and the Value of the Rick’s Shares shalbl by us within three (3) business days of thte dasale of the Monthly Shares
during that particular month. Our obligation to ghase the Monthly Shares from the Seller shalliteate and cease at such time as the
Seller has received a total of $3,000,000 fromstile of the Rick’s Shares and any deficiency. Utiderterms of the Lock-Up/LeaRut
Agreement, Seller may not sell more than 25,00&'RiShares per 30-day period, regardless of whetteeSeller “Puts” the Rick’s Put
Shares to Rick’s or sells them in the open marketloerwise.

Upon closing of the transaction, we entered a t@ar\Non-Compete Agreement with DeGori (the “De®arn-Compete Agreement”)
pursuant to which DeGori agreed not to compete thieéhClub by operating an establishment servingolicand providing live female
nude or semi-nude adult entertainment in Clark @gudevada or in a radius of 25 miles of Clark CyuiNevada; provided, however,
that the Non-Competition Agreement specifically laded the Penthouse Club and the Bada Bing Clubtéacin Clark County,
Nevada. We agreed to pay DeGori cash consideratfic66,667 for entering into the Non-Competitionrdgment. Additionally, at
Closing, we also entered into a 12-month Consulthggeement with DeGori (the “Consulting Agreemenfdy a total aggregate of
$133,333 in consulting fees payable in eighteen) Edal monthly payments of $7,407.38 per montthilite first payment due
October 15, 2008.

Upon closing of the transaction, we entered a aae-Won-Compete Agreement with Lovaas (the “Lovdas-Compete Agreement”
pursuant to which Lovaas agreed not to compete thighClub by operating an establishment servingolicand providing live fema
nude or semi-nude adult entertainment in Clark @guNevada, or any of its surrounding counties;,vited, however, that this Non-
Competition Agreement shall specifically exclude #enthouse Club and the Bada Bing Club locatélark County, Nevada.

RECENT MEDIA ACQUISITIONS

On April 15, 2008, the Compars/'wholly owned subsidiary, RCI Entertainment (Me#ialdings), Inc., a Texas corporation ('F
Media"), acquired 100% of the issued and outstandommon stock (the "ED Stock™) of ED Publicatiotrs;., a Texas corporati
("ED"), 100% of the issued and outstanding commntools(the "TEEZE Stock") of TEEZE Internationalclna Delaware corporati
("TEEZE") and 100% of the issued and outstandingnbership interest (the "Membership Interest") ofulidtore Buyers Magazir
LLC, a Georgia limited liability company.

ED Publications, Inc.

Under the terms of a Purchase Agreement betweenVidaitt ("Waitt"), RCI Media and Rick's Cabaret Imational, Inc. ("Rick's'
dated April 15, 2008 (the "ED Purchase Agreemetitiy, Company agreed to pay Waitt the following cdexation for the purchase
the ED Stock:

(i) $300,000 cash at closing;
(ii) $200,000 cash payable in 6 months; and
(iii) The issuance of 8,696 shares of restricteghitmn stock valued at $23.00 per share (the "CloSimayes").

Additionally, during the three (3) year period tolling the Closing Date (the "Earn Out Period"), Wahall be entitled to ea
additional consideration (the "Additional Consid@ma") of up to $2,000,000 (the "Maximum Amount'dresisting of $500,000 ca
(the “Cash™and 65,217 shares of restricted common stock vadu&®3.00 per share (the "Earn Out Shares"), baged the earniny
before income tax, depreciation and amortizaticdBB(TDA") of RCI Media. RCI Media will pay the Maxiom Amount of th
Additional Consideration to the Seller if RCI Medi&BITDA during the three (3) year period follogithe Closing Date totals
aggregate of $2,400,000. At the end of each twfl2@ month period after the Closing Date, RCI Mestiall determine its EBITD
and shall pay to Waitt any such portion of the Aiddial Consideration as has been earned. The @&irres and Earn Out Shares
collectively referred to as the "Rick's Shares".

At Closing, Waitt entered into a Lock-Up/Le&kit Agreement with the Company pursuant to whichoorafter one year after t
closing date with respect to the Closing Sharegroor after seven (7) months from the date ofdese with respect to the Earn |
Shares, if any, Waitt shall have the right, but that obligation to have with respect to the Eartt Shares, if any, Waitt shall have
right, but not the obligation to have Rick's purshdrom Waitt 5,000 Rick's Shares per month (therifly Shares"), calculated &
price per share equal to $23.00 per share ("ValukeoRick's Shares") until Waitt has received ggragate of $1,700,000 (i) from 1
sale of the Rick's Shares sold in the open markéh @ private transaction or otherwise, and (¢ fpayment of any deficiency
defined in the ED Purchase Agreement) by Rick'shatCompanys election during any given month, the Company eigyer buy th
Monthly Shares or, if the Company elects not to the/Monthly Shares from Waitt, then Waitt shall #ge Monthly Shares in the op
market. Any deficiency between the amount which tifeceives from the sale of the Monthly Sharestaedvalue of the Rick's Sha
shall be paid by the Company within three (3) bestndays of the date of sale of the Monthly Shduemg that particular month. T
Companys obligation to purchase the Monthly Shares fromitiAshall terminate and cease at such time as Waitt received ¢
aggregate total of $1,700,000 from the sale oRlv&'s Shares and any deficiency (as defined irEbéPurchase Agreemen
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At Closing, Waitt also entered a three (3) year Exyiment Agreement with RCI Media (the "Employmengr@ement") pursuant
which he will serve as President. The Employmente&gent extends through April 15, 2011, and pravide an annual base salan
$250,000. Pursuant to the Employment Agreement, \Maitt is also eligible to participate in all beitgblans maintained by tl
Company for salaried employees. Under the ternmte@Employment Agreement, Mr. Waitt is bound tooaf@entiality provision an
cannot compete with the Company upon the expiratfahe Employment Agreement.

TEEZE/ADULT STORE BUYER

Under the terms of a Purchase Agreement betweem Gometta ("Cornetta"), Waitt, RCI Media and RécHated April 15, 2008 (tl
"TEEZE/ASB Purchase Agreement"), the Company agtequhy the following consideration to Cornetta &Mditt for the purchase
the TEEZE Stock and the Membership Interest:

(i) an aggregate of $200,000 cash at closing; and

(i) the issuance of 6,522 shares of restrictedroom stock to each of Messrs. Waitt and Cornettaafoaggregate 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, after one year after the closing date, each ofdkéedVaitt and Cornetta sk
have the right, but not the obligation to have Rigdurchase the Rick's TEEZE Shares calculategdtea per share equal to $23.00
share ("Value of the Rick's TEEZE Shares") untildgis. Waitt and Cornetta have each received $18@ip@rom the sale of the Ricl
TEEZE Shares sold by them, regardless of whethHdrtedrick's, sold in the open market or in a pi@vaansaction or otherwise, and
the payment of any deficiency (as defined in th&eZE/ASB Purchase Agreement) by Rick's. At the Comypaelection during ar
given month, the Company may either buy the RiICE&EZE Shares or, if the Company elects not to bheyRick's TEEZE Shares, tt
Cornetta and/or Waitt shall sell the Rick's TEEZEa®s in the open market. Any deficiency betweenamount which Cornetta
Waitt receives from the sale of the Rick's TEEZE®B and the Value of the Rick's TEEZE Shares blegllaid by the Company witt
three (3) business days of the date of sale ofRick's TEEZE Shares during that particular monthe TCompanys obligation ti
purchase the Rick's TEEZE Shares shall terminadecaase at such time as Waitt and Cornetta havereaeived $150,000 from t
sale of the Rick's TEEZE Shares and any deficiency.

At Closing, Cornetta entered a five year Noampetition Agreement with the Company pursuanwvibich he agreed not to comp
with the Company either directly or indirectly witleEZE, ASB, RCI Media, Rick's or any of their &ifftes by publishing any sexus
oriented industry trade print publications, withe tbxception of a publication known as "Xcitementieh is currently owned a
operated by Cornetta.

BUSINESS ACTIVITIES--INTERNET ADULT ENTERTAINMENT W EB SITES

In 1999, we began adult Internet website operations xxxPassword.com website features adult cotitensed through Voice Media, Inc. !
added CouplesTouch.com in 2002 as a dating sigzicgtto those in the swinging lifestyle. In 2006 murchased CouplesClick.net, a compe
site of our CouplesTouch.com site, in order to desaour membership throughout the United Statespaks of this transaction, we organi:
RCI Dating Services, Inc., which operates as aritiaddto our internet operations, to acquire Cosfliéck.net from ClickMatch, LLC. W
transferred our ownership in CouplesTouch.com tdé B&ling and, as a result of the transaction, wiaiokd an 85% interest in RCI Dating, v
the remaining 15% owned by ClickMatch.

Our Internet traffic is generated through the pasghof traffic from thirdparty adult sites or Internet domain owners andptlmehase of bann
advertisements or "key word" searches from Intesearch engines. In addition, the bulk of our tcaffow comes from search engines on w
we don’t pay for preferential listings. There atgrmrerous adult entertainment sites on the Intetregtdompete with our sites.
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BUSINESS ACTIVITIES--INTERNET ADULT AUCTION WEB SIT ES

Our adult auction site features erotica and othliedtamaterials that are purchased in a &s#t- method. We charge the seller a fee for
successful auction. Where previously we operated isdividual auctions sites, now we have combinégse into one main si
NaughtyBids.com, to maximize our brand name redagnbf this site. The site contains new and ushdtariented consumer initiated aucti
for items such as adult videos, apparel, photoaaisadult paraphernalia. NaughtyBids.com has agpedely 10,000 items for sale at any gi
time. NaughtyBids.com offers third party webmastars opportunity to create residual income from veebfers through the NaughtyB
Affiliate Program, which pays third party webmaster percentage of every closing auction sale irchvitie buyer originally came from |
affiliate webmaster's site. There are numerous@usites on the Internet that offer adult prodwtd erotica.

COMPETITION

The adult topless club entertainment businessgislyricompetitive with respect to price, service d&ehtion. All of our nightclubs compete w
a number of locally owned adult clubs, some of véhoames may have name recognition that equalettwatrs. While there may be restrictit
on the location of a soalled "sexually oriented business”, there are awidrs to entry into the adult cabaret entertaimnmearket. The nam
"Rick's" and "Rick’'s Cabaret", “Tootsie’s”, "XTC 6Garet" and “Club Onyx’are proprietary. We believe that the combinatioroof existing
brand name recognition and the distinctive entema&int environment that we have created will allavta compete effectively in the indus
and within the cities where we operate. The seyuaiented business industry is highly competitivieh respect to price, service and locatior
well as the professionalism of the entertainerthédigh we believe that we are well positioned tmpete successfully, there can be no assu
that we will be able to maintain our high levelnafme recognition and prestige within the markegalac

GOVERNMENTAL REGULATIONS

We are subject to various federal, state and llaeed affecting our business activities. In partizuin Texas the authority to issue a permit tt
alcoholic beverages is governed by the Texas AliolBeverage Commission (“TABC”which has the authority, in its discretion, to isghe
appropriate permits. We presently hold a Mixed Bage Permit and a Late Hour Permit. Previously extbjo annual renewal, the TAI
recently changed to a renewal every two years,igeavwe have complied with all rules and regulagiggoverning the permits. Renewal «
permit is subject to protest, which may be madelbgw enforcement agency or by the public. In thené of a protest, the TABC may hol
hearing at which time the views of interested partire expressed. The TABC has the authority sfieln hearing not to issue a renewal o
protested alcoholic beverage permit. Rick's hasenéeen the subject of a protest hearing agaimsreéhewal of Permits. Minnesota, Nc
Carolina, Nevada, Pennsylvania, Florida, and NewkYmave similar laws that may limit the availalyilitf a permit to sell alcoholic beverage:
that may provide for suspension or revocation péanit to sell alcoholic beverages in certain ainstances. It is our policy, prior to expanc
into any new market, to take steps to ensure campdi with all licensing and regulatory requiremdatsthe sale of alcoholic beverages as
as the sale of food.

In addition to various regulatory requirements effeg the sale of alcoholic beverages, in mangesitvhere we operate, the location of a to)
cabaret is subject to restriction by city ordinanEer example, topless nightclubs in Houston, Texw@s subject to "The Sexually Orien
Business Ordinance”, which contains prohibitionstlo@ location of an adult cabaret (sdeedal Proceedings" herein). The prohibitions
generally with distance from schools, churches, atiter sexually oriented businesses and contaimiatisns based on the percentage
residences within the immediate vicinity of the s&iky oriented business. The granting of a Sexualignted Business Permit is not subje:
discretion; the Business Permit must be grantetiaéf proposed operation satisfies the requiremehtheoOrdinance. In all states where
operate, management believes we are in compliaritte applicable city, county, state or other localvé governing the sale of alcohol .
sexually oriented businesses.

TRADEMARKS

Our rights to the tradenames "Rick's", "Rick's Gaba “Tootsie’s”, “Club Onyx” and “XTC Cabaretire established under common law, b.
upon our substantial and continuous use of thesketrames in interstate commerce since at leasirlysas 1987. We have registered our se
mark, ‘RICK'S AND STARS DESIGN", with the United Statest&# and Trademark Office. We have also obtainede mark registratior
from the Patent and Trademark Office for the "RIEICABARET", “CLUB ONYX” and “XTC CABARET" service marks. We also own

rights to numerous tradenames associated with ediiardivision. There can be no assurance thattépes sve have taken to protect our set
marks will be adequate to deter misappropriation.

EMPLOYEES AND INDEPENDENT CONTRACTORS

As of September 30, 2008, we had approximately L,&@ployees, of which 175 are in management paositigncluding corporate a
administrative and Internet operations and appreatéty 925 of which are engaged in entertainmentdfand beverage service, incluc
bartenders, waitresses, and entertainers. NoneiroEmployees are represented by a union. We cansigleemployee relations to be gc
Additionally, as of September 30, 2008, we had jrhelent contractor relationships with approximat2/$00 entertainers, who are self-
employed and perform at our locations on a eralusive basis as independent contractors. Owrtairiers in Minneapolis, Minnesota ac
commissioned employees. We believe that the adtdgtr@inment industry standard of treating enteeis as independent contractors providt
with safe harbor protection to preclude payroll &@sessment for prior years. We have prepared tilahsve believe will protect our profitabil

in the event that the sexuallyiented business industry is required in all stateconvert entertainers who are now independamtractors int
employees.
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SHARE REPURCHASES

As of September 30, 2008, we owned 908,530 treashayes of our common stock that we acquired im aparket purchases and from inves
who originally acquired the shares from us in piévansactions. At this time, we do not have day po use these shares to acquire any assets

On September 29, 2008, our Board of Directors ai#bd us to repurchase up to $5,000,000 worth ofcommon stock. During the fiscal y:
ending September 30, 2008, no shares were purchambat this program. Subsequent to the fiscal peak, we purchased 48,200 share
common stock in the open market at prices rangiog 1$3.54 to $5.95.

ITEM 2. PROPERTIES

Our principal executive office is located at 1095@tten Road, Houston, Texas 77066, and consists 9000 square feet office/warehc
building. Wepurchased this property in December 2004 for $5%®, payable with $86,279 cash at closing and $486id4 a promissory na
carrying 7% interest and a 15 year term. The mgrnihyment is $3,834. As of September 30, 2008btiance of the mortgage was $357,
The last mortgage payment is due in 2019. We belibat our offices are adequate for our preserdsiard that suitable space will be avail
to accommodate our future needs.

We own the real property for six locations of RickCabaret (in Houston, San Antonio, Minneapolist Méorth, Philadelphia and Dallas), t
Club Onyx locations in Houston and one in Dallad &mo locations of XTC (in Austin and in San Antohiln Houston, we own the prope
where a club known as “Iniquity” is located (prewsty “Club Encounters”) which is currently under lease to Iniquity LLC. \Wsase propern
for our XTC South (Houston), XTC North (Houston)lug® Encounters (San Antonio), Rick's Cabakstw York and Las Vegas, Club Or
Charlotte, Rick’s Cabaret-Austin and Tootsie’'s (MigGardens, Florida) locations.

ADDITIONAL PROPERTIES WE OWN:

1. Club Onyx, located on Bering Drive in Houston, lasaggregate 12,300 square feet of space. In Dexe24, we paid off the ¢
mortgage and obtained a new one with an initiahmed of $1,270,000 and an interest rate of 10%apeum over a 10 year term. ~
money received from this new note was used to fieghe acquisition of the New York club. As of Sapber 30, 2008, the balance
the mortgage was $1,181,549. During fiscal year820@ paid $12,256 in monthly principal and intérpayments. The montt
payment is calculated based on a 20 year amodizatihedule. The last mortgage payment is dueib.:

2. The Rick's Cabaret, located on North Belt Drivédouston, has 12,000 square feet of space. In Noge@®04, we obtained a mortgi
using this property as collateral. The principdbbae of the new mortgage was $1,042,000, withrarual interest rate of 10% ove
10 year term. The money received from this new mae used to finance the acquisition of the NewkYaub. As of September :
2008, the balance of the mortgage was $967,452.nTdwthly payment of principal and interest is $88,0The monthly payment
calculated based on a 20 year amortization sche@lhklast mortgage payment is due in 2(

3. The Rick's Cabaret located in Minneapolis has 15 gifuare feet of space. The balance, as of Septe36b2008, that we owe on !
mortgage is $1,000,000 and the interest rate is @%.pay $7,500 in monthly principal and interesyrpants. The last mortga
payment is due in 201

4. The property for our XTC Cabaret nightclub in Auagtias 8,600 square feet of space, which sits oades of land. In August 2005,
restructured the mortgage by extending the tertOtgears. The balance of the this mortgage as mteSter 30, 2008 is $199,613 v
an interest rate of 11% and monthly principal am@nest payments of $3,445. We also have an addltimortgage on the prope
which we obtained in November 2004. The principalahce of the additional mortgage was $900,000) @it annual interest rate
11% over a 10 year term. In June and July 20050btained additional funds in the amount of $200,3@0ich we combined with tl
$900,000 mortgage, and in August 2005 we restradtuhis additional mortgage. The monthly principald interest payment
$15,034. As of September 30, 2008, the balanckeotditional mortgage was $871,054. The last pagsrfer both mortgages are «
in 2015.

5. We own the property for our XTC Cabaret nightclmbSan Antonio, which has 7,800 square feet of spac&lovember 2004, v
obtained a mortgage using this property as colatdihe principal balance of the new mortgage we80$00, with an annual inter
rate of 10% over a 10 year term. The money recefinad this new note was used to finance the actimisand renovation of the Ne
York club. As of September 30, 2008, the balancthisfmortgage was $547,789. The monthly princgral interest payment is $5,6
The last mortgage payment is due in 2(

6. We own an 8,000 square foot Houston property wlgemrdub known as “Iniquity” (previously “Club Encotens”) is located. |
November 2004, this property, together with propemnt Austin, was used as additional collateral ézcwe the$900,000 mortgag
referenced in paragraph 4 above. This propertyriceatly listed for sale




Table of Content

7.

10.

11.

12.

13.

Our subsidiary, Citation Land LLC, owns a 3&88&e ranch in Brazoria County, Texas. A balloonment of $287,920 was paid
March 2006. 11.9 acres of this property were sol@®ctober 2007 for $36,000 at no gain or loss. Pnaperty is currently listed f
sale.

On April 5, 2006, our wholly owned subsidiary, REbldings, Inc. completed the acquisition of reabgerty located at 9009 Airpt
Blvd., Houston, Texas where we currently operatghCDnyx South. Pursuant to the terms of the agragme paid a total sales pr
of $1,300,000, which consisted of $500,000 in casth 160,000 shares of our restricted common s

On August 24, 2006, our subsidiary, RCI Holdings;.lacquired 100% of the interest in the improvedl property upon which ¢
Rick’s-San Antonio is located. The total purchase pricetfe business and real property was $2,900,008etterms of the agreeme
the Company paid the owners of the club and prgpg800,000 in cash at the time of closing and sigpemissory notes for t
remaining balance. As of September 30, 2008, tkenba of the promissory notes was $918,!

On April 23, 2007, RCI Holdings, Inc., our whollyvaed subsidiary, acquired the real property located101 Calmont, Fort Wor
Texas 76116 for a total purchase price of $2,5@0,@thich consisted of $100,000 in cash and $2,4@0ayable in a six ye
promissory note to the sellers which will accruteiiast at the rate of 7.25% for the first two ye&25% for years three and four
9.25% thereafter. The promissory note is securea Bged of Trust and Security Agreement. Furth@, Roldings, Inc. entered into
Assignment and Assumption of Lease Agreement with gellers to assume the lease agreement for ahemaperty. We current
operate this property as R’s Cabaret. As of September 30, 2008, the balantteegfromissory note was $2,117,6

As part of the acquisition of The End Zone in Pidphia, Pennsylvania, we acquired 51% of the dsare outstanding partners
interest of the partnership that owns the real @rigpat 2908 S. Columbus Blvd., Philadelphia, Pgvasia. At closing, we paid
purchase price of $3,500,000 in cash for the pestig interests

As part of the transaction to acquire Hotel Develept, Ltd. which operated the Executive Club inl&alRCI Holdings, Inc. acquir
the related real property located at 8550 N. Stensrfereeway, Dallas, Texas from DPC Holdings, LLCTexas limited liabilit
company. As consideration for the purchase of #a property, RCI Holdings, Inc. paid total consa®n of $5,599,721, which w
paid (i) $4,250,000, payable $610,000 in cash &@4p,000 through the issuance of a five year pgsary note and (ii) the issuanct
57,918 shares of our restricted common stock tedleed at $23.30 per share ($1,349,721). The psmnjisnote bears interest ¢
varying rate at the greater of (i) two percent (2#dve the Prime Rate or (ii) seven and bak-percent (7.5%), and is guaranteed k
and Eric Langan, our Chief Executive Officer, indivally. As of September 30, 2008, the balance h&f promissory note w
$3,606,683

As part of the acquisition of the Platinum ClubnliDallas, we acquired the real property locatetl0fi57 Wire Way Place (at Northw
Highway), Dallas, Texas from Wire Way, LLC, a Texawited liability company. Pursuant to a Real Est®urchase and S
Agreement dated May 10, 2008, we paid total comatdn of $6,000,000, which was paid $1,650,00@ash and $4,350,000 throt
the issuance of a five (5) year promissory note ptomissory note bears interest at a varyingattbe greater of (i) two percent (2
above the Prime Rate or (ii) seven and baH-percent (7.5%), which is guaranteed by us lapdEric Langan, our Chief Executi
Officer, individually. As of September 30, 2008ethalance of the promissory note was $4,327,

PROPERTIES WE LEASE:

1.

We lease the property in Houston, Texas, whereXdi@ North is located. The lease term is for fiveagge beginning March 2004, w
an additional fiveyear lease option thereafter. The monthly rent 88600 until August 31, 2006, at which time the thbnbase rer
increased to $9,00:

We lease the property in New York City, New Yorlhave our Ricks Cabaret NYC is located. We assumed the exiséiagel, whic
will terminate in April 2023. The monthly rent isicently $43,995. Under the term of the existingske, the base rent will increase
approximately 3% each ye:

We lease the property in Charlotte, North Caroliwhgere our Club Onyx Charlotte is located. We exeduan amended lease
February 2007, which will terminate in February 20The monthly rent is $17,500 until February 20dt0yhich time the monthly be
rent will increase to $18,500 until February 20aBwhich time the rent will escalate to $20,000IUrebruary 2017

We lease the property in South Houston, Texas, evbar XTC South is located. The lease term is fmbnths, beginning May
2006, and terminates in December 2012. The momnémitis $3,000 for the first 43 months and $3,300¢after

We lease the property in San Antonio, Texas, wbereClub Encounters club is located. The lease teror five yearspeginning Jul
1, 2006, with monthly rent of $5,00

10
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6. We lease the property in Austin, Texas, where dok’R Cabaret Austin is located. The lease term id@oyears, beginning Novemt
10, 2006, with monthly payments of $29,000. We &laee the option to renew for an additional terrye

7. We lease the property in Miami Gardens, FloridagrehTootsies is located with monthly rent of $70,938. UndezAksignment ¢
Lease, the original lease term continues througte B0, 2014, with two option periods which givetbs right to lease the prope
through June 30, 203

8. We lease the property in Las Vegas, Nevada, wharenew Ricks Cabaret Las Vegas club is located with monthht cé $100,00(
The original lease term continues through Januar011 with an option period beginning on that déweugh January 1, 2016
$180,000 per month. We also have an option to aedué property through January 1, 2016 for $23@IM

ITEM 3. LEGAL PROCEEDINGS

In 1997, the City of Houston passed a comprehensaw ordinance regulating the location of and theduct within sexually orient
businesses (the “Ordinancetyhich became the subject of litigation which affeour Sexually Oriented Business licenses in HoysIexas
After extensive litigation, the Trial Court in Hdos rendered its judgment in favor of the City afudton in January 2007. The Trial Court fo
that the City of Houston met its burden that theege sufficient alternate sites available to refecl of the existing sexually oriented busine
in Houston in 1997. The Trial Court found the Ostine constitutional and enforceable. Rast-motions were heard and the relief soughtag
against enforcement, was denied by the Trial Cé&mtappeal to the Fifth Circuit Court of Appealssmamely filed. The Fifth Circuit grantec
stay pending appeal. Oral argument was held befaréifth Circuit Court of Appeals in August 200he Fifth Circuit Court of Appeals rul
in favor of the City of Houston in September 208T%adings were filed seeking a stay against enfoect of the provisions of the Ordinal
with the United States Supreme Court in conjunctigih the request that the United States SupremetQmar an appeal of the Fifth Circ
Court of Appeals ruling. The United States Supr&uvart refused to hear the matter.

Additionally, we filed on behalf of three of ourud locations in Houston state court lawsuits segludicial review of the results of t
amortization process contained within the Ordinaridee amortization process was abated in 1998 dubd possible multiplicity of cot
actions. The final order by the Trial Court resdlie the termination of the abatement and allowssl amortization process to continue
provided in the Ordinance. Trial on the amortizatimases was held in April 2008. At the conclusidrnthe trial, the Court ruled that t
amortization awards were proper and requesteditidings of fact and conclusions of law be subnditte the Court as well as a judgment in
case. A form of judgment has been entered by thetCbhe amortization award periods have alreagyjrer for our affected clubs. An appea
the amortization review by the Harris County DisttiCourt was filed. A stay sought by the clubs dgrihe appeal was denied. In the ever
efforts to stop enforcement activity fail and thi#gyGof Houston elects to enforce the judgment, a®,well as every other similarly situa
sexually oriented business located within the ipooated area of Houston, Texas, will have to eittesise providing nude or semide
entertainment or develop alternate methods of dipgraWe have already taken steps to clothe owrtaibhers in a manner to eliminate the r
for licenses and not to be subject to the OrdinaApproximately 9.4% of our club operatiarevenues and 2.2% of income before income
for the twelve months ended September 30, 2008 imgf@uston, Texas. It is unknown at this time viteetthis will have a material effect on
operations.

OTHER LEGAL MATTERS

Beginning January 1, 2008, our Texas clubs becamea to a new state law requiring each club ttecba $5 surcharge for every club visi
A lawsuit was filed by the Texas Entertainment Asation, an organization to which we are a membé#eging the fee amounts to be
unconstitutional tax. On March 28, 2008, a Statstiiit Court Judge in Travis County, Texas ruledttthe new state law violates the F
Amendment to the United States Constitution antthésefore invalid. The judgs’order enjoined the State from collecting or assgsthe tay
The State has appealed the caurtiling. In Texas, when cities or the State gietiae of appeal, it supersedes and suspends tiyengrt
including the injunction. Therefore, the judgmehttee District Court cannot be enforced until tippaals are completed. Given the suspensi
the judgment, the State has opted to collect thepeémding the appeal. We have paid the tax fofiteethree calendar quarters under protes
expensed the tax in the accompanying financiakestahts. The Comparg/’Texas clubs have filed a lawsuit against theeStatdeman
repayment of the taxes.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

We held our Annual Meeting of Shareholders on Septs 2, 2008. Eric S. Langan, Robert L. Wattersy&b L. Jenkins, Alan Bergstrc
Travis Reese and Luke Lirot were nominated andetkeas Directors with the following vote resultgha shareholder meeting:
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For Withheld
Eric S. Langan 6,028,065 197,634
Robert L. Watters 6,144,998 195,587
Steven L. Jenkins 6,030,112 33,545
Alan Bergstrom 6,027,844 80,701
Travis Reese 6,192,154 197,855
Luke Lirot 6,191,992 33,707

At the Annual Meeting, the Shareholders ratifieditféls Penn LLP as the Company’s Independent RegidtBublic Accounting Firm for the
fiscal year ended September 30, 2008, with theotg vote results:

6,210,93! Votes FOR Ratification
8,35( Votes AGAINST
Ratification
6,40¢ Votes ABSTAINING

At the Annual Meeting, the Shareholders approvedaarendment to the CompasyArticles of Incorporation to increase the numbé
authorized shares of the Company’s common stock 6,000,000 to 20,000,000 with the following vogsults:
5,989,65: Votes FOR Ratification

87,23¢ Votes AGAINST
Ratification
148,80 Votes ABSTAINING

While no other matters were presented at the AnMesting, the following votes were submitted by ®halders with respect to any ot
business coming before the Annual Meeting of Shadss:

4,381,77. Votes FOR Ratification
775,92: Votes AGAINST
Ratification
208,29: ABSTAINING

The meeting was adjourned when all matters of lassithad been discussed.
PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND SMALL
BUSINESS ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock is quoted on the NASDAQ Global kéaunder the symbol "RICK". The following tablegséorth the quarterly high and Ic
of sales prices per share for the common stocthfotast two fiscal years.

COMMON STOCK PRICE RANGE

HIGH LOW

Fiscal 200¢

First Quarte! $ 29.7¢ $ 11.01
Second Quarte $ 2747 $ 19.0¢
Third Quartel $ 26.7¢  $ 14.8(
Fourth Quarte $ 18.1¢ $ 9.6¢4
Fiscal 2007

First Quarte! $ 8.8t $ 5.27
Second Quarte $ 11.0¢ $ 6.21
Third Quarte! $ 9.7t % 8.2¢
Fourth Quarte $ 12.4¢ % 7.8¢

On December 5, 2008, the last sales price for dinencon stock as reported on the NASDAQ Global Mavkas $4.87. On December 5, 2008,
there were approximately 209 stockholders of recdraur common stock (not including shares helaghgreholders in street name).
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TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for our commonksi®e American Stock Transfer & Trust Company, 58idén Lane, New York, New Yo
10038.

DIVIDEND POLICY

We have not paid, and do not currently intend tp gash dividends on our common stock in the foraisieefuture. Our current policy is to ret
all earnings, if any, to provide funds for operatiand expansion of our business. The declaratiodivadends, if any, will be subject to 1
discretion of the Board of Directors, which may sioler such factors as our results of operatiomnfiial condition, capital needs and acquis
strategy, among others.

On September 29, 2008, our board of directors aizéab us to repurchase up to $5,000,000 worth ofcommon stock. As of September
2008, no shares had been purchased under thisgpmo@ubsequent to the fiscal year end, we purch&@00 shares of common stock at pt
ranging from $3.54 to $5.95.

EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth all equity compe@atplans as of September 30, 2008:

Number of securities remaining
available for future issuance

Number of securities to be issuel Weighted-average exercise pricg under equity compensation
upon exercise of outstanding | of outstanding options, warrants plans (excluding securities

options, warrants and rights and rights reflected in column (a))
Plan category €) (b) (c)
Equity compensation plans
approved by security holders 420,000 $3.86 438,000

EMPLOYEE STOCK OPTION PLANS

While we have been successful in attracting andinmiety qualified personnel, we believe that ounfatsuccess will depend in part on
continued ability to attract and retain highly dfiatl personnel. We pay wages and salaries thatelieve are competitive. We also believe
equity ownership is an important factor in our gépito attract and retain skilled personnel. Wedadopted stock option plans (the “Plarfst)
employees and directors. The purpose of the Patsfurther our interests, our subsidiaries andsbackholders by providing incentives in
form of stock options to key employees and directoho contribute materially to our success anditadaifity. The grants recognize and rew
outstanding individual performances and contrimgi@nd will give such persons a proprietary intenesus, thus enhancing their persc
interest in our continued success and progress. Plaes also assist us and our subsidiaries inctitigpand retaining key employees
directors. The Plans are administered by the Bo&idirectors. The Board of Directors has the exeligpower to select the participants in
Plans, to establish the terms of the options gdatdesach participant, provided that all optionarged shall be granted at an exercise price
to at least 85% of the fair market value of the own stock covered by the option on the grant datkta make all determinations necessal
advisable under the Plans.

In August 1999, we adopted the 1999 Stock Opti@m Pthe “1999 Plan™yith 500,000 shares authorized to be granted aliduswler the 19¢
Plan. In August 2004, shareholders approved an Aiment to the 1999 Plan (the “Amendment/fich increased the total number of sh
authorized to 1,000,000. In July 2007, shareholég@moved an Amendment to the 1999 Plan (the “Ammamd”), which increased the to
number of shares authorized to 1,500,000. As ofebelper 30, 2008, 420,000 stock options were oudgtgrunder the 1999 Plan.

RECENT SALES OF UNREGISTERED SECURITIES

During the quarter ended September 30, 2008, weplated the following transactions in reliance ugxemptions from registration under
Securities Act of 1933, as amended (the "Act") swigled in Section 4(2) thereof. All certificatessiied in connection with these transac!
were endorsed with a restrictive legend confirmihgt the securities could not be resold withoutistegtion under the Act or an applica
exemption from the registration requirements of &w. None of the transactions involved a publifedfig, underwriting discounts or sa
commissions. We believe that each person was alifigdd investor within the meaning of the Act and had kremlge and experience
financial and business matters, which allowed theravaluate the merits and risks of our securitiegsch person was knowledgeable abou
operations and financial condition.

In July 2008, we issued 270,000 shares of ouricgstir common stock to convert certain outstandielgethtures.
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In September 2008, in connection with the Las Vethals acquisition, we issued 200,000 shares te¢flers and 10,000 shares as a finder’s fee.

In September 2008, a holder of a convertible debrertonverted $24,936 of interest owed into 2,0¥8es of our restricted common stock.

ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorcwith our audited consolidated financial statetseand the related notes to the finar
statements included in this Form 10-KSB.

FORWARD LOOKING STATEMENT AND INFORMATION

We are including the following cautionary statemienthis Form 10KSB to make applicable and take advantage of tfeetsarbor provision «
the Private Securities Litigation Reform Act of B9fr any forward-looking statements made by usowrbehalf of us. Forwarlboking
statements include statements concerning planscings, goals, strategies, future events or perdioce and underlying assumptions and ¢
statements, which are other than statements dfrhuat facts. Certain statements in this Form 1®Ks8e forwardlooking statements. Wor
such as "expects," "believes," "anticipates," "mayd "estimates" and similar expressions are dgdrto identify forwardeoking statement
Such statements are subject to risks and unceesititat could cause actual results to differ niatgrfrom those projected. Such risks
uncertainties are set forth below. Our expectatibeiefs and projections are expressed in godt &id we believe that they have a reasol
basis, including without limitation, our examinatiof historical operating trends, data containedunrecords and other data available from-
parties. There can be no assurance that our exipestabeliefs or projections will result, be acled, or be accomplished. In addition to o
factors and matters discussed elsewhere in thisi A@KSB, the following are important factors that inralew could cause material adve
affects on our financial condition and results pErations: the risks and uncertainties relatedutofature operational and financial results,
risks and uncertainties relating to our Interneéraions, competitive factors, the timing of theeoimgs of other clubs, the availability
acceptable financing to fund corporate expansidartsf our dependence on key personnel, the alilitynanage operations and the fu
operational strength of management, and the lawsrgong the operation of adult entertainment busses. We have no obligation to updat
revise these forward-looking statements to refleetoccurrence of future events or circumstances.

RISK FACTORS

An investment in our Common Stock involves a higlgreee of risk. You should carefully consider theksi described below before decidin
purchase shares of our Common Stock. If any ofethents, contingencies, circumstances or conditd@scribed in the risks below actui
occurs, our business, financial condition or ressaftoperations could be seriously harmed. Thargagrice of our Common Stock could, in tt
decline and you could lose all or part of your istveent.

Our Business Operations are Subject to Regulatowetiainties Which May Affect Our Ability to Contie Operations of Existing Nightclul
Acquire Additional Nightclubs or Be Prithble

Adult entertainment nightclubs are subject to lpstdte and federal regulations. Our businessgslagd by local zoning, local and state lic
licensing, local ordinances and state and fedéms place and manner restrictions. The adult emitertent provided by our nightclubs |
elements of speech and expression and, therefum@;sesome protection under the First AmendmenihéoUnited States Constitution. Howe!
the protection is limited to the expression, and the conduct of an entertainer. While our nightslare generally well established in t
respective markets, there can be no assuranctadtstate and/or federal licensing and otheulagns will permit our nightclubs to remair
operation or profitable in the future.

As discussed in the section entitled “Legal Prooegs! herein, we are subject to litigation regarding Sexually Oriented Business license
Houston, Texas. In 1997, the City of Houston passedmprehensive new ordinance regulating the ilmtatf and the conduct within sexue
oriented businesses (the “Ordinanceiich became the subject of litigation which affeour Sexually Oriented Business licenses in Haoy
Texas. After extensive litigation, the Trial CoimtHouston rendered its judgment in favor of théyGif Houston in January, 2007. The T
Court found that the City of Houston met its burdbat there were sufficient alternate sites avéldb relocate all of the existing sexui
oriented businesses in Houston in 1997. The TralrCfound the Ordinance constitutional and enfabde. Postrial motions were heard and
relief sought, a stay against enforcement, wasedehy the Trial Court. An appeal to the Fifth CitcQourt of Appeals was timely filed. T
Fifth Circuit granted a stay pending appeal. Orglanent was held before the Fifth Circuit CourtAgipeals in August, 2007. The Fifth Circ
Court of Appeals ruled in favor of the City of Hoois in September 2007. Pleadings were filed seekirgjay against enforcement of
provisions of the Ordinance with the United Sté8epreme Court in conjunction with the request thatUnited States Supreme Court hee
appeal of the Fifth Circuit Court of Appeals rulinthe United States Supreme Court refused to heamatter.

Additionally, we filed on behalf of three of ourud locations in Houston state court lawsuits segludicial review of the results of t
amortization process contained within the Ordinaridee amortization process was abated in 1998 dubd possiblenultiplicity of court
actions. The final order by the Trial Court resdlie the termination of the abatement and allowssl dmortization process to continue
provided in the Ordinance. Trial on the amortizatimases was held in April, 2008. At the conclusadrthe trial, the Court ruled that 1
amortization awards were proper and requesteditidings of fact and conclusions of law be subnditte the Court as well as a judgment in
case. A form of judgment has been entered by thetCbhe amortization award periods have alreagyjrer for our affected clubs. An appea
the amortization review by the Harris County DisttiCourt was filed. A stay sought by the clubs dgrihe appeal was denied. In the ever
efforts to stop enforcement activity fail and thi#gyGof Houston elects to enforce the judgment, a®,well as every other similarly situa
sexually oriented business located within the ipooated area of Houston, Texas, will have to eittesise providing nude or semide
entertainment or develop alternate methods of dipgraWe have already taken steps to clothe owrtaibhers in a manner to eliminate the r



for licenses and not to be subject to the OrdinaApproximately 9.4% of our club operatiarevenues and 2.2% of income before income
for the twelve months ended September 30, 2008 imgf@uston, Texas. It is unknown at this time wviteetthis will have a material effect on
operations.
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Beginning January 1, 2008, our Texas clubs becamea to a new state law requiring each club ttecba $5 surcharge for every club visi
A lawsuit was filed by the Texas Entertainment Asation, an organization to which we are a membé#eging the fee amounts to be
unconstitutional tax. On March 28, 2008, a Statstiiit Court Judge in Travis County, Texas ruledttthe new state law violates the F
Amendment to the United States Constitution antthésefore invalid. The judgs’order enjoined the State from collecting or assgsthe tay
The State has appealed the caurtiling. In Texas, when cities or the State gietiae of appeal, it supersedes and suspends tiyengrt
including the injunction. Therefore, the judgmehttee District Court cannot be enforced until tippaals are completed. Given the suspensi
the judgment, the State has opted to collect thepeémding the appeal. We have paid the tax fofiteethree calendar quarters under protes
expensed the tax in the accompanying financiakestahts. The Comparg/’'Texas clubs have filed a lawsuit against theeStatdeman
repayment of the taxes.

We May Need Additional Financing or Our Businespé&insion Plans May Be Significantly Limited

If cash generated from our operations is insuffiti® satisfy our working capital and capital exgiture requirements, we will need to re
additional funds through the public or private safl@®ur equity or debt securities. The timing antbant of our capital requirements will dep:
on a number of factors, including cash flow anchaasjuirements for nightclub acquisitions. If addial funds are raised through the issuan
equity or convertible debt securities, the peragatawnership of our theexisting shareholders will be reduced. We cannsum@syou th
additional financing will be available on terms éaable to us, if at all. Any future equity finanginf available, may result in dilution to exist
shareholders, and debt financing, if available, inajude restrictive covenants. Any failure by agptocure timely additional financing will he
material adverse consequences on our businesgiopsra

There is Substantial Competition in the Nightclubtéftainment Industry, Which May Affect Our Abfy to Operate Profitably or Acqui
Additional Clubs

Our nightclubs face competition. Some of these agitgys may have greater financial and managenesaurces than we do. Additionally,
industry is subject to unpredictable competitiventts and competition for general entertainmentadallThere can be no assurance that we
be able to remain profitable in this competitivdustry.

Risk of Adult Nightclubs Operations

Historically, the adult entertainment, restaurandl &gar industry has been an extremely volatile stigu The industry tends to be extren
sensitive to the general local economy, in that wheonomic conditions are prosperous, entertainimehitstry revenuegcrease, and wh
economic conditions are unfavorable, entertainnieshistry revenues decline. Coupled with this ecorosensitivity are the trendy perso
preferences of the customers who frequent aduliread We continuously monitor trends in our cugishtastes and entertainment prefere
so that, if necessary, we can make appropriategadsawhich will allow us to remain one of the preraiadult cabarets. However, any signific
decline in general corporate conditions or unceties regarding future economic prospects thacaffensumer spending could have a mat
adverse effect on our business. In addition, wesHastorically catered to a clientele base fromupper end of the market. Accordingly, furt
reductions in the amounts of entertainment expeabesed as deductions from income under the IateRevenue Code of 1954, as amen
could adversely affect sales to customers depengemt corporate expense accounts.

Permits Relating to the Sale of Alcohol

We derive a significant portion of our revenuesiirthe sale of alcoholic beverages. States in whietoperate may have laws which may |
the availability of a permit to sell alcoholic beages or which may provide for suspension or retiocaf a permit to sell alcoholic beverage
certain circumstances. The temporary or permangsgension or revocations of any such permits whale a material adverse effect on
revenues, financial condition and results of openatof the Company. In all states where we operataagement believes we are in complii
with applicable city, county, state or other loleal's governing the sale of alcohol.
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We Must Continue to Meet NASDAQ Globisllarket Continued Listing Requirements or We Riskifdieg

Our securities are currently listed for trading e NASDAQ Global Market. We must continue to dgtisIASDAQ’s continued listin
requirements or risk delisting which would haveaaiverse effect on our business. If our securitiesaer ddisted from NASDAQ, it may trac
on the over-the-counter market, which may be a ligssd market. In such case, our shareholdatslity to trade or obtain quotations of
market value of shares of our common stock woulddaeerely limited because of lower trading voluraad transaction delays. These fac
could contribute to lower prices and larger spreladthe bid and ask prices for our securities. €hisrno assurance that we will be abl
maintain compliance with the NASDAQ continued ligtirequirements.

In The Future, We Will Incur Significant Increas€dsts as a Resubf Operating as a Public Company, and Our Manam/ill Be Require
to Devote Substantial Time to New Compliance lhites

In the future, we will incur significant legal, ammting and other expenses. The Sarbanes-OxlepfAQ02 (the “Sarbanes-Oxley Actgs wel

as new rules subsequently implemented by the SE¢ imposed various new requirements on public emis, including requiring change:
corporate governance practices. Our managementthed personnel will need to devote a substantimunt of time to these new complia
initiatives. Moreover, these rules and regulatiasilsincrease our legal and financial compliancetsoand will make some activities more time-
consuming and costly. For example, we expect tihese rules and regulations to make it more diffiaiid more expensive for us to ob
director and officer liability insurance, and weyr# required to incur substantial costs to maintiaé same or similar coverage.

In addition, the Sarban&3xley Act requires, among other things, that we ntan effective internal controls for financial mfing anc
disclosure controls and procedures. In particdammencing in fiscal 2008, we have been requirgzetéorm system and process evaluation
testing on the effectiveness of our internal cdstover financial reporting, as required by Sectl®4 of the Sarbané3xley Act. Subsequent
in fiscal 2009, our independent registered pubticoanting firm will report on the effectivenessafr internal controls over financial reporti
as required by Section 404 of the Sarba@gkey Act. Our testing, or the subsequent testip@lr independent registered public accounting,
may reveal deficiencies in our internal controlemofinancial reporting that are deemed to be maltereaknesses. Our compliance with Set
404 will require that we incur substantial accongtexpense and expend significant management £ffdfé currently do not have an intel
audit group, and we will need to hire additionat@mting and financial staff with appropriate pubiompany experience and techr
accounting knowledge. Moreover, if we are not afoslecomply with the requirements of Section 404 itiraely manner, or if we or o
independent registered public accounting firm idiEst deficiencies in our internal controls ovendncial reporting that are deemed tc
material weaknesses, the market price of our stochd decline, and we could be subject to sanctmmivestigations by the SEC or ot
regulatory authorities, which would require addigbfinancial and management resources.

Uninsured Risks

We maintain insurance in amounts we consider adedoapersonal injury and property damage to whiahbusiness of the Company ma
subject. However, there can be no assurance thasured liabilities in excess of the coverage piledi by insurance, which liabilities may
imposed pursuant to the Texas "Dram Shop" statuggntilar "Dram Shop" statutes or common law thesif liability in other states where
operate or expand. For example, the Texas "Dranp'Sétatute provides a person injured by an intdeidgerson the right to recover dame
from an establishment that wrongfully served aldmhbeverages to such person if it was apparerihéoserver that the individual being s
served or provided with an alcoholic beverage wasausly intoxicated to the extent that he presgm@telear danger to himself and others
employer is not liable for the actions of its eny@e who oveserves if (i) the employer requires its employeeattend a seller training progr
approved by the TABC,; (ii) the employee has acyuattended such a training program; and (iii) tingpkyer has not directly or indirec
encouraged the employee to violate the law. Itus molicy to require that all servers of alcoholrkiag at our clubs in Texas be certifiec
servers under a training program approved by th&JAwhich certification gives statutory immunity tbe sellers of alcohol from dame
caused to third parties by those who have consuattadholic beverages at such establishment purgoahe Texas Alcoholic Beverage Cc
There can be no assurance, however, that unindiatgtities may not arise in the markets in whicle wperate which could have a mate
adverse effect on the Company.

Limitations on Protection of Service Marks

Our rights to the tradenames "Rick's", "Rick's Gaba “Tootsie’s”, “Club Onyx”, and “XTC Cabaretdre established under the common
based upon our substantial and continuous useseéttradenames in interstate commerce since ateaarly as 1987. "RICK'S AND STA|
DESIGN" logo, "RICK'S CABARET", “CLUB ONYX” and “XTC CABARET” are registered through service mark registratiseadd by tr
United States Patent and Trademark Office . We @lao the rights to numerous tradenames associatacowr media division. There can be
assurance that these steps taken by the Compapyotect its Service Marks will be adequate to detgsappropriation of its protect
intellectual property rights. Litigation may be mesesary in the future to protect our rights fronrimgement, which may be costly and ti
consuming. The loss of the intellectual properghts owned or claimed by us could have a matedia¢ise affect on our business.
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Anti-takeover Effects of Issuance of Preferred Stock

The Board of Directors has the authority to isspetau 1,000,000 shares of Preferred Stock in onmane series, to fix the number of shi
constituting any such series, and to fix the rigims preferences of the shares constituting angssewsithout any further vote or action by
stockholders. The issuance of Preferred Stock byBibard of Directors could adversely affect théntsgof the holders of Common Stock.
example, such issuance could result in a classafrggies outstanding that would have preferendés mspect to voting rights and dividends
in liquidation over the Common Stock, and coulddgugonversion or otherwise) enjoy all of the righfgpurtenant to Common Stock. -
Board's authority to issue Preferred Stock couktalirage potential takeover attempts and couldydmigrevent a change in control of
Company through merger, tender offer, proxy contesttherwise by making such attempts more diffitnilachieve or more costly. There are
issued and outstanding shares of Preferred Stheke tare no agreements or understandings for $harise of Preferred Stock, and the Boa
Directors has no present intention to issue Predegtock.

We Do Not Anticipate Paying Dividends on Common rgkan the Foreseeable Future

Since our inception we have not paid any dividem®ur common stock and we do not anticipate pagmgdividends in the foreseeable fut
We expect that future earnings, if any, will bedugsr working capital and to finance growth.

Future Sales of Our Common Stock May Depress Quok3®rice

The market price of our common stock could dectina result of sales of substantial amounts otommmon stock in the public market, or :
result of the perception that these sales couldirodn addition, these factors could make it moifiadilt for us to raise funds through futt
offerings of common stock.

Our Stock Price Has Been Volatile and ME&luctuate in the Future

The trading price of our securities may fluctuagmsgicantly. This price may be influenced by mafagtors, including:

our performance and prospec

the depth and liquidity of the market for our sétes;

sales by selling shareholders of shares issuesboable in connection with certain convertible ar
investor perception of us and the industry in whighoperate

changes in earnings estimates or buy/sell recomatiemd by analyst:

general financial and other market conditions;

domestic economic conditior

Public stock markets have experienced, and mayriexpe, extreme price and trading volume volatilithese broad market fluctuations r
adversely affect the market price of our securities

Our Management Controls a Significant Percentag@wfCurrent Outstanding Common Stock and The&rbgts May Conflict With Those
Our Shareholders

As of December 5, 2008, our Directors and execubffieers and their respective affiliates colleeliv and beneficially owned approximat
14.2% of our outstanding common stock, includingvedrrants exercisable within 60 days. This conditn of voting control gives ol
Directors and executive officers and their respecéffiliates substantial influence over any mattehich require a shareholder vote, incluc
without limitation, the election of Directors, evértheir interests may conflict with those of ottghareholders. It could also have the effe
delaying or preventing a change in control of drestvise discouraging a potential acquirer fromrafiting to obtain control of us. This co
have a material adverse effect on the market mfceur common stock or prevent our shareholdermfrealizing a premium over the tt
prevailing market prices for their shares of commatotk.

We are Dependent on Key Personnel

Our future success is dependent, in a large partetaining the services of Mr. Eric Langan, ouedtdent and Chief Executive Officer. |
Langan possesses a unique and comprehensive kmgemddur industry. While Mr. Langan has no pregdahs to leave or retire in the n
future, his loss could have a negative effect on @perating, marketing and financial performancevé are unable to find an adeqt
replacement with similar knowledge and experienddhinv our industry. We maintain keyan life insurance with respect to Mr. Lang
Although Mr. Langan is under an employment agredan(@s described herein), there can be no assuthat®lr. Langan will continue to |
employed by us. The loss of Mr. Langan could hanegative effect on our operating, marketing, andrfcing performance.

Cumulative Voting is Not Available To Stockholders

Cumulative voting in the election of Directors igpeessly denied in our Articles of Incorporationcobdrdingly, the holder or holders o
majority of the outstanding shares of our commarclstmay elect all of our Directors. Managemsniarge percentage ownership of
outstanding common stock helps enable them to miaititeir positions as such and thus control oftauginess and affairs.
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Our Directors and Officers Have Limited Liabilithé Have Rights To Indemnification

Our Articles of Incorporation and Bylaws provide, germitted by governing Texésw, that our Directors and officers shall not ergonall
liable to us or any of our stockholders for mongtdamages for breach of fiduciary duty as a Directoofficer, with certain exceptions. T
Articles further provide that we will indemnify odirectors and officers against expenses and iiegdslthey incur to defend, settle, or satisfy
civil litigation or criminal action brought againgtem on account of their being or having beeitectors or officers unless, in such action,
are adjudged to have acted with gross negligengeliéul misconduct.

The inclusion of these provisions in the Articlesyrhave the effect of reducing the likelihood ofidative litigation against Directors a
officers, and may discourage or deter stockholdemmanagement from bringing a lawsuit against RDiecand officers for breach of their d
of care, even though such an action, if successfigiht otherwise have benefited us and our stoalérsl

The Articles provide for the indemnification of oaofficers and Directors, and the advancement totloé expenses in connection with i
proceedings and claims, to the fullest extent peechiby Texas law. The Articles include relatedvisimns meant to facilitate the indemnit:
receipt of such benefits. These provisions covaQray other things: (i) specification of the methlwdietermining entitlement to indemnificat
and the selection of independent counsel thatiwiBome cases make such determination, (i) spatifin of certain time periods by wh
certain payments or determinations must be madeaations must be taken, and (iii) the establishnodérttertain presumptions in favor of
indemnitee.

Insofar as indemnification for liabilities arisingnder the Securities Act may be permitted to ouwedalors, officers and controlling pers:
pursuant to the foregoing provisions, we have kmbnsed that in the opinion of the Securities ardhiange Commission, such indemnifica
is against public policy as expressed in the StearAct and is therefore unenforceable.

Other Risk Factors May Adversely Affect Our Finad&®erformance.

Other risk factors that could cause our actualltedo differ materially from those indicated inettiorwardiooking statements by affectir
among many things, pricing, consumer spending awsumer confidence, include, without limitation,aolges in economic conditions
financial and credit markets, credit availabilitycreased fuel costs and availability for our empkes, customers and suppliers, health epide
or pandemics or the prospects of these events @cbports on avian flu), consumer perceptiorfead safety, changes in consumer tastes
behaviors, governmental monetary policies, chamgefemographic trends, terrorist acts, energy siges and rolling blackouts, and wea
(including, major hurricanes and regional snowra)rand other acts of God.

GENERAL INFORMATION
We operate in three businesses in the adult emtergat industry:

1. We own and/or operate upscale adult nightclubsirsgrprimarily businessmen and professionals. Oghtalubs offer live adu
entertainment, restaurant and bar operations. Traur subsidiaries, we currently own and/or operattotal of nineteen ad
nightclubs that offer live adult entertainment,tagegant and bar operations. Nine of our clubs dperader the name "Rick's Cabar
four operate under the name “Club Onyxihscale venues that welcome all customers but especially to urban profession
businessmen and professional athletes; four clplesate under the name "XTC Cabaret"; one club dpatates as “Encountersinc
one club that operates as “ Tootsie’®ur nightclubs are in Houston, Austin, San Antordallas and Fort Worth, Texas; Charlc
North Carolina; Minneapolis, Minnesota; New YorkeW York; Miami Gardens, Florida; Philadelphia, Pgylmania and Las Veg:
Nevada. No sexual contact is permitted at any olaeations.

2. We have extensive Internet activiti

a) We currently own two adult Internet membership Wates at www.CoupleTouch.com and www.xxxpassword.ciVe
acquire xxxpassword.com site content from wholese

b) We operate an online auction site www.NaughtyBis.cThis site provides our customers with the ofpoty to purchas
adult products and services in an auction formag. &drn revenues by charging fees for each transactinducted on tl
automated site

3. In April 2008, we acquired a media division, indlugl the leading trade magazine serving the mhillien dollar adult nightcluk
industry. As part of the transaction we also aapiitwo industry trade shows, two other industrgergublications and more than
industry websites

Our nightclub revenues are derived from the saldicpfor, beer, wine, food, merchandise, cover chargnembership fees, indepen:
contractors' fees, commissions from vending and AMathines, valet parking and other products andcsss. Our Internet revenues are der
from subscriptions to adult content Internet wedssittraffic/referral revenues, and commissieasned on the sale of products and ser
through Internet auction sites, and other actisitidedia revenues include sale of advertising adgnénd revenues from an annual E
convention. Our fiscal year end is September 30.
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For several years, we have greatly reduced oureusgromotional pricing for membership fees for adlult entertainment web sites. 1
reduced our revenues from these web sites.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in confeymiith accounting principles generally acceptedhr United States of America requ
management to make estimates and assumptions ffeat eertain reported amounts in the financialtesteents and accompanying nc
Estimates and assumptions are based on historparience, forecasted future events and variousralssumptions that we believe tc
reasonable under the circumstances. Estimates ssungtions may vary under different assumptionsooditions. We evaluate our estim:
and assumptions on an ongoing basis. We believadbeunting 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 openais primarily comprised of credit card chargehjoln are generally converted to cash in

to five days after a purchase is made. The medigidn’s accounts receivable is primarily comprised okneables for advertising sales
Expo registration. The Company’s accounts receeatther is comprised of employee advances and otlseellaneous receivables. The long-
term portion of notes receivable are included imeotassets in the accompanying consolidated bakmeets. The Company recognizes int
income on notes receivable based on the termsechdgiheement and based upon managemsentiluation that the notes receivable and int
income will be collected. The Company recognizelevadnces for doubtful accounts or notes when, basedmanagement judgme
circumstances indicate that accounts or notesvalks will not be collected.

Inventories

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

Marketable Securities

Marketable securities at September 30, 2008 and 200sist of common stock. Statement of Financ@lointing Standards (“SFASNo. 115
Accounting for Certain Investments in Debt and Bg&iecurities, requires certain investments be recorded atvidire or amortized cost. T
appropriate classification of the investments inrkatable equity is determined at the time of pusehand reevaluated at each balance s
date. As of September 30, 2008 and 2007, the Coygpoamarketable securities were classified as akbaléor-sale, which are carried at f
value, with unrealized gains and losses reportedtlasr comprehensive income within the stockholdetpiity section of the accompany
consolidated balance sheets. The cost of marketdplity securities sold is determined on a speddfeantification basis. The fair value
marketable equity securities is based on quotedkenarices. There has been no realized gains setorelated to marketable securities fo
years ended September 30, 2008 and 2007, respgctiMarketable securities held at September 30,8280d 2007 have a cost basit
approximately $13,000. Due to lack of market tratisa, the value of marketable security was writbéhfrom the Company balance sheet
of September 30, 2008.

Property and Equipment

Property and equipment are stated at cost. Proxadir depreciation and amortization are made usiragghtline rates over the estimated us
lives of the related assets and the shorter ofuldigés or terms of the applicable leases for ééaéd improvements. Buildings have estimi
useful lives ranging from 31 to 40 years. Furnifugquipment and leasehold improvements have estinageful lives between five and
years. Expenditures for major renewals and bettetsnthat extend the useful lives are capitalizedpeditures for normal maintenance
repairs are expensed as incurred. The cost ofsassket or abandoned and the related accumulateédafion are eliminated from the accot
and any gains or losses are charged or creditégtinccompanying consolidated statement of op&satibthe respective period.

Goodwill and Intangible Assets

In June 2001, the FASB issued SFAS No. 1@8odwill and Other Intangibles Assetsvhich addresses the accounting for goodwill atigk!
intangible assets. Under SFAS No. 142, goodwill emidngible assets with indefinite lives are nogenamortized, but reviewed on an an
basis for impairment. The Company adopted SFAS IMQ. effective October 1, 2001. The Companghnual evaluation was performed a
September 30, 2008, based on a projected discowatdd flow method using a discount rate determimednanagement to be commenstL
with the risk inherent in the current business nhotlee Company determined that there is no goodmitlairment at September 30, 2008. Al
the Companys goodwill and intangible assets relate to the tieigh segment, except for $567,000 related to tediansegment. Definite livi
intangible assets are amortized on a straightfiasis over their estimated lives. Fully amortizededs are writtepnff against accumulat
amortization.
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Revenue Recognition

The Company recognizes revenue from the sale ohalr beverages, food and merchandise and seraict®e point-ofsale upon receipt
cash, check, or credit card charge.

The Company recognizes revenue for VIP membershipscordance with Staff Accounting Bulletin No.41®evenue Recognitiohy deferring
membership revenue and recognizing over the estiimaembership usage period. Management estimateththweighted average useful li
for memberships are 12 and 24 months for annuallifettine memberships, respectively. The Compangsdoot track membership usage
type of membership, however it believes these la@sappropriate and conservative, based on mareagsnknowledge of its client base ¢
membership usage at the clubs.

The Company recognizes Internet revenue from mgprghbscriptions to its online entertainment sitdgem notification of a new or existi
subscription and its related fee are received filoenthird party hosting company or from the creditd company, usually two to three days i
the transaction has occurred. The monthly fee tsrefmndable. The Company recognizes Internet anattvenue when payment is recei
from the credit card as revenues are not deemadadde nor collection deemed probable prior to fiwint.

Revenues from the sale of magazines and relatedrtiging content are recognized when the issuaudighed and shipped. Revenues
external expenses related to the Company’s annyad Eonvention are recognized upon the completfadheconvention in August.

Sales and Liguor Taxes

The Company recognizes sales and liquor taxesgsaidvenues and an equal expense in accordancEME06-3,How Taxes Collected from
Customers and Remitted to Governmental Author8lesuld Be Presented in the Income Statem€atal sales and liquor taxes aggregated
$3,815,648 and $2,256,251 for the years ended @bpte30, 2008 and 2007, respectively.

Advertising and Marketing

Advertising and marketing expenses are primarilynpgosed of costs related to public advertisememid giveaways, which are used
promotional purposes. Advertising and marketingeziges are expensed as incurred and are includgzemting expenses in the accompan
consolidated statements of operations.

Income Taxes

Deferred income taxes are determined using thditiainethod in accordance with SFAS No. 1@g;counting for Income Taxedeferred ta
assets and liabilities are recognized for the fitax consequences attributable to differencesdmatwhe financial statement carrying amoun
existing assets and liabilities and their respectax bases. Deferred tax assets and liabilitiesregasured using enacted tax rates expec
apply to taxable income in the years in which thieseporary differences are expected to be recovaredttled. The effect on deferred tax as
and liabilities of a change in tax rates is recegdiin income in the period that includes the enaat date. In addition, a valuation allowanc
established to reduce any deferred tax asset fahwihis determined that it is more likely thantiloat some portion of the deferred tax asse!
not be realized.

In June 2006, the FASB issued Interpretation No A& ounting for Uncertainty in Income Taxes, atetpretation of FASB Statement No. 1
Accounting for Income Taxes (FIN 48), to createirmgle model to address accounting for uncertaintyax positions. FIN 48 clarifies t
accounting for income taxes by prescribing a mimmuecognition threshold a tax position is requitedneet before being recognized in
financial statements. FIN 48 also provides guidamtelerecognition, measurement, classificatiorgrést and penalties, accounting in inte
periods, disclosure and transition. FIN 48 is dffecfor fiscal years beginning after December 2806. The Company has adopted FIN 48 |
October 1, 2007, as required. The adoption of FBNds had no effect on the Company's consolidateddial position, results of operations
cash flows. There are no unrecognized tax benefitlisclose in the notes to the financial statement

Stock Options

Effective October 1, 2006, the Company adopteddirevalue recognition provisions of SFAS No. 123R5hare-Based Paymentsusing thi
modified prospective application method. Under tingnsition method, compensation cost recognizedhe year ended September 30, 2
includes the applicable amounts of: (a) compensaifall stock-based payments granted prior to,notityetvested as of October 1, 2006 (be
on the grantdate fair value estimated in accordance with thgiral provisions of SFAS No. 123 and previouslgsented in pro forma footnt
disclosures), and (b) compensation cost for akbtlsttased payments granted subsequent to Octol#086, based on the gradé&te fair valu
estimated in accordance with the new provisionSIBAS No. 123R. Results for periods prior to OctobeP006, have not been restated.
compensation cost recognized for the year endede®éer 30, 2008 and 2007 was $157,080 and $196&8pectively, as a result
implementing SFAS No. 123R. There were 125,000 252,500 stock option exercises for the year endgutethber 30, 2008 and 20
respectively.
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Impact of Recently Issued Accounting Standards

In December 2007, the Financial Accounting StansldBdard (“FASB”) issued Statement of Financial Accounting Standadds 141R
“Business Combinations,” (“SFAS 141R"BSFAS 141R requires most identifiable assets, ligd8l noncontrolling interests, and good
acquired in a business combination to be recordéddllafair value. The Statement applies to all imess combinations, including combinati
among mutual entities and combinations by contaime. Under SFAS 141R, all business combinatioiish& accounted for by applying t
acquisition method. SFAS 141R is effective for disgears beginning on or after December 15, 2008 witl be effective for the Compa
beginning in fiscal 2010 for business combinatioosurring after the effective date.

In December 2007, the FASB issued Statement ofn€inhAccounting Standards No. 160 dncontrolling Interests in Consolidated Finar
Statements — an amendment of ARB No. 51,” (“SFA8"LG6SFAS 160 will require noncontrolling interests (gorisly referred to as minori
interests) to be treated as a separate componequdf/, not as a liability or other item outsidepermanent equity. The Statement applies t
accounting for noncontrolling interests and tratisas with noncontrolling interest holders in colidated financial statements. SFAS 16
effective for fiscal years beginning on or aftercBmber 15, 2008 and is effective for the Compargiriyeng in fiscal 2010. The Company d
not expect that SFAS 160 will have a material imarcits financial statements.

In December 2006, the FASB issued Statement ofrEiah Accounting Standards No. 157, “Fair Value Bl@@ments,” (“SFAS 157" SFAS
157 clarifies the definition of fair value, desath methods used to appropriately measure fair yalnd expands fair value disclos
requirements, but does not change existing guidasde whether or not an instrument is carriecaatvalue. For financial assets and liabilit
SFAS 157 is effective for fiscal years beginninteaiNovember 15, 2007, which will require the Comp&o adopt these provisions in fis
2009. For nonfinancial assets and liabilities, SFSS is effective for fiscal years beginning aftdwvember 15, 2008, which will require -
Company to adopt these provisions in fiscal 20h0F¢bruary 2007, the FASB issued Statement of Eiahccounting Standards No. 1
“The Fair Value Option for Financial Assets anddsinial Liabilities,” (“SFAS 159").SFAS 159 provides companies with an option to r
selected assets and liabilities at fair value. Hgement contains financial statement presentatial disclosure requirements for assets
liabilities reported at fair value as a consequeoicéhe election and is effective for the Compamgibning in fiscal 2009. The Compan
currently in the process of assessing the impattSFRAS 157 and SFAS 159 may have on the Company'solidated financial statements.

The Staff of the Securities and Exchange Commis&ened Staff Accounting Bulletin ("SAB") 110 whiaxpresses 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 StatenwnFinancial Accounting Standards No. 123 (revi@®d4), Share-Based Paymentin
particular, the staff indicated in SAB 107 thatvitl accept a company's election to use the singaifnethod, regardless of whether the com
has sufficient information to make more refinedreates of expected term. At the time SAB 107 waasasl, the staff believed that more det:
external information about employee exercise beajrge.g., employee exercise patterns by industdfaarother categories of companies) wa
over time, become readily available to companié®réfore, the staff stated in SAB 107 that it woudd expect a company to use the simpl
method for share option grants after December 8Q7 2The staff understands that such detailed imd¢ion about employee exercise behe
may not be widely available by December 31, 200Gcokdingly, the staff will continue to accept, unaertain circumstances, the use of
simplified method beyond December 31, 2007. The gamy has utilized the simplified method for optigrants during the year enc
September 30, 2007. There were no option graniagltite year ended September 30, 2008.

RESULTS OF OPERATIONS FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2008 AS COMPARED TO THE FISCAL YEAR
ENDED SEPTEMBER 30, 2007

For the fiscal year ended September 30, 2008, wlechasolidated total revenues of $59,929,478, coetpto consolidated total revenue:
$32,013,940 for the year ended September 30, Z0fg.was an increase of $27,915,538 or 87.2%. mbeease in total revenues was prims
due to revenues generated in our new clubs anddses in revenues from our existing clubs, espgdiam our New York location. Revent
from nightclub operations for same-location sameegeincreased by 14.6% and for Internet businedseseased by a negligible amount.

Our operating margin (income from operations dididy total revenues) was 22.9% for the year endgudegnber 30, 2008 compared to 12
for the prior year. The increase was due pringypalithe increase in sales and the contributiomfour Miami Gardens, Florida club.

Our income before minority interest for the yeadem September 30, 2008 was $11,069,734 comparé&?2,863,501 for the year enc
September 30, 2007. The increase in income fromatipes was primarily due to the increase in reesniom our new clubs and from our N
York and Fort Worth locations. Our income from rigjhb operations (excluding corporate overhead) %&5,575,561 for the year enc
September 30, 2008 compared with $6,695,818 foydae ended September 30, 2007. Our income fromatpes for our Internet busines
(excluding corporate overhead) was $89,194 foryer ended September 30, 2008 compared with $63@31i®e year ended September
2007. Our income from operations for our nightclyterations for the same-location-sapeiod increased by 21.9%. Our income for
Internet operations for the same-web-site-sames@enicreased by 39.5%.
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Our cost of goods sold for the year ended Septe®®eR008 was 11.6% of total revenues compare® 6% of related revenues for the y
ended September 30, 2007. The decrease was duaripyito the acquisitions of Tootsiiwhich has the ability to buy and store large am®o
inventory, thus taking advantage of volume disceu@ur cost of goods sold for the nightclub operstifor the year ended September 30,

was 11.7% of our total revenues from club operatioompared to 12.7% for the year ended Septemhe2(BF. Cost of goods sold for same-

location-sameperiod decreased to 12.2% for the year ended Sépted®, 2008 compared to 12.7% for the year endgdeghber 30, 2007. V
continued our efforts to achieve reductions in cofsgoods sold of the club operations through imptb inventory management. We
continuing a program to improve margins from ligaod food sales and food service efficiency. Ot ob sales from our Internet operations
the year ended September 30, 2008 was 2.6% com{ma6e@% of related revenues for the year endedeSdger 30, 2007.

Our payroll and related costs for the year endgatedeber 30, 2008 were $14,002,442 compared to 6&98 for the year ended Septembe
2007. The increase was primarily due to the inaéagayroll in our opening new clubs and the iaseein the minimum wage. Our payroll
our nightclub operations for same-location-sgmeeiod increased by 8.7%. The increase was priyndué to increases in payroll in our clubs
to increases in revenues. Our payroll for Intemggrations increased by 1.2%. We believe that aborl and management staff levels ai
appropriate levels.

Our other general and administrative expenseshryear ended September 30, 2008 were $25,247dApared to $14,938,002 for the y
ended September 30, 2007. The increase was pyntrd to the increase in taxes and permits, regglland professional, utilities, insurat
and advertising and marketing expenses from opeméwglocations, from our existing clubs. Otherisgll general and administrative expet
for same-location-samperiod for the nightclub operations increased bys%b The increase was primarily due to the incrdasexes an
permits, rent, legal and professional, utilitiessurance, and advertising and marketing expenst®er Gelling, general and administra
expenses for Internet operations decreased by 5.2%.

Our interest expense for the year ended Septenthe088 was $2,712,987 compared to $1,335,71Hhéoyear ended September 30, 2007.
increase was primarily due to the increase in dehtlation to the purchase of new clubs, includapgproximately $8 million in bank financing
real property. We have increased our long term teB83,557,406 as of September 30, 2008 comparddhit of $14,387,339 as of Septen
30, 2007.

Our net income was $7,660,667 for the fiscal yeaied September 30, 2008 compared to $3,054,899.inkhease in our net income v
primarily a result of the factors discussed inplheagraphs above.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2008, we had working capite$2##7,800 compared to a working capital defici$@f030,472 as of September 30, 2i
Because of the large volume of cash we handleggnit cash controls have been implemented. Theaserin working capital was primarily
to working capital provided by operations, net sks of working capital for investing purposes. &p@mber 30, 2008, our cash and
equivalents were $5,602,645 compared to $2,9987S&ptember 30, 2007.

Our depreciation for the year ended September 08 2vas $2,278,607 compared to $1,438,158 for #ze gnded September 30, 2007.
amortization for the year ended September 30, 2038$263,076 compared to $158,492 for the perideé@iseptember 30, 2007.

The following table presents a summary of our dashs from operating, investing, and financing sittés:

Years ended September .

2008 2007
Net cash provided by operating activit $ 14,819,26 $ 4,383,12
Net cash used in investing activiti (38,711,80) (6,791,79)
Net cash provided by financing activiti 26,496,42. 4,552,49!
Net increase in cash and cash equival $ 260388 $ 2,143,82

The increase in cash provided by operating actiwitvas primarily due to the increase in net incofte increase in cash used in inves
activities and cash provided by financing actitrelates primarily to acquisitions of businesses.

We require capital principally for the acquisitiof new clubs, renovation of older clubs and invesits in technology. We may also util
capital to repurchase our common stock as parntiogbare repurchase program.

Debt Financing:

On April 23, 2007, RCI Holdings, Inc., our whollywoed subsidiary, entered into an Assignment of tieatain Real Estate Sales Cont
between the owner of the property and W.K.C., facthe purchase of the real property located &tl7Galmont, Fort Worth, Texas 76116 wt
New Orleans Nights was located for a total purchasze of $2,500,000, which consisted of $100,a0@ash and $2,400,000 payable in ¢
year promissory note to the sellers which will aecinterest at the rate of 7.25% for the first tvears, 8.25% for years three and four and 9
thereafter. The promissory note is secured by al@édrust and Security Agreement. Further, RClditays, Inc. entered into an Assignmr
and Assumption of Lease Agreement with the setteessume the lease agreement for the Real Property
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On October 12, 2007, we borrowed $1,000,000 frorma@stment company under terms of a 10% convertiebenture. Interest only is pay:
quarterly until the principal plus accrued intersstlue in nine equal quarterly payments beginmn@ctober 2008. The debenture is subje
optional redemption at any time after 366 days ftbendate of issuance at 100% of the principal taneunt plus accrued interest. The debel
plus any outstanding convertible interest is cotilvler by the holder into shares of our common stackny time prior to the maturity date at
conversion price of $12 per share.

On November 30, 2007, we entered into a Stock Rsegreement for the acquisition of 100% of tiseiésl and outstanding common stoc
Stellar Management Corporation, a Florida corporafthe "Stellar Stock™) and 100% of the issued aatstanding common stock of Mia
Gardens Square One, Inc., a Florida corporatioe (MGSO Stock") which owns and operates an aduléreainment cabaret known
"Tootsie’s Cabaret" ("Tootsig”) located at 150 NW 183rd Street, Miami Garddfisyida 33169 (the "Transaction"). Pursuant to 8teck
Purchase Agreement, we acquired the Stellar Stodklee MGSO Stock from Norman Hickmore ("Hickmoretf)d Richard Stanton ("Stanto
for a total purchase price of $25,000,000 payalile @0,000 in cash and payable $10,000,000 pursodwo Secured Promissory Notes in
amount of $5,000,000 each to Stanton and Hickmibre ‘(Notes"). The Notes bear interest at the rét2486 per annum with the princiy
payable in one lump sum payment on November 300.2@iterest on the Notes will be payable monthiyairears, with the first payment be
due thirty (30) days after the closing of the Tamt®n. We cannot prpay the Notes during the first twelve (12) montthereafter, we me
prepay the Notes, in whole or in part, provided faany prepayment by us from December 1, 2008uhh November 30, 2009, shall be pai
a rate of 110% of the original principal amount giijdany prepayment by the Company after Novem®@r 2009, may be prepaid with:
penalty at a rate of 100% of the original principahount. The Notes are secured by the Stellar SitackMGSO Stock under a Pledge
Security Agreement.

Effective February 1, 2008, the Company borrowe®@®1,000 from a lender. The funds were utilizeghay off certain other Company deb
the amount of $1,797,529. The new debt bears sitate9% and interest is payable monthly until Eaby 1, 2013 at which time the principe
due in full. The note is collateralized by cert@lompany-owned property in Minneapolis, Minnesota.

In February 2008, the Company borrowed $1,561,50 fa lender. The funds were used to purchaserarafii The debt bears interest at 6.:
with monthly principal and interest payments of 8PB beginning March 12, 2008. The note matureBaruary 12, 2028.

As part of the acquisition of the Executive ClubDallas, we acquired the related Real Property floRC Holdings, LLC, a Texas limit
liability company ("DPC"). As consideration for tperchase of the Real Property, RCI paid total caration of $5,599,721, which was paic
$4,250,000, payable $610,000 in cash and $3,64G/000gh the issuance of a five year promissore rithie "Promissory Note") and (ii) 1
issuance of 57,918 shares of our restricted comstark (the "Rick's Real Property Shares") to beiedlat $23.30 per share ($1,349,721).
Promissory Note bears interest at a varying ratihetgreater of (i) two percent (2%) above the BriRate or (ii) seven and ohedf percer
(7.5%), and is guaranteed by Rick's and Eric Langmetividually.

As part of the acquisition of the Platinum Clubinl Dallas, we acquired the Real Property from Wivay, LLC, a Texas limited liabili
company (“Wire Way”). Pursuant to a Real EstatecRase and Sale Agreement (the “Real Estate Agre&nuated May 10, 2008, we paid tc
consideration of $6,000,000, which was paid $1880,in cash and $4,350,000 through the issuance fofe (5) year promissory note (
“Promissory Note”). The Promissory Note bears interest at a varying aathe greater of (i) two percent (2%) aboveRhme Rate or (ii) sewvt
and one-half percent (7.5%), which is guaranteetheyCompany and by Eric Langan, the Company’s f@hiecutive Officer, individually.

As part of the acquisition of the Las Vegas cludt pf the purchase price was $3,000,000 purswaatpromissory note (“the Rick'Promissor
Note”), executed by and obligating Rick’ bearing interest at eight percent (8%) per anmith a five (5) year amortization, with mont|
payments of principal and interest, with the inititonthly payment due in April 2009 with a ballopayment of all then outstanding princi
and interest due upon the expiration of two (2ygdeom the execution of the Promissory Note.

In May 2008, we borrowed $150,000 from two unredabedividuals under terms of a 10% convertible debee. Interest only is payal
quarterly beginning in August 2008 and the noteurest in May 2009. At the election of the holdelng, holders have the right to convert (suk
to certain limitations) all or any portion of theinxipal and interest amounts of the debentures shiares of the Comparsytommon stock at
rate of $25.32 per share. On August 31, 2008, thragany paid part of the principal in the amoun$s®,000 in cash.

Financing from related parties:

On November 9, 2006, we entered into convertibleedéures with three shareholders for a principat sfi $600,000. The term is for two ye
and the interest rate is 12% per annum. At thetieleof the holders, the holders have the rightdovert (subject to certain limitations) all or :
portion of the principal amount of the debenturgs shares of our common stock at a rate of $7€5@hmre, which was higher than the clo:
price of our stock on November 9, 2006. The delrestprovide, absent shareholder approval, thatdiheber of shares of our common stock
may be issued by us or acquired by the holders uponersion of the debentures shall not exceed9%8.8f the total number of issued
outstanding shares of our common stock. The prace&the debentures were used for the acquisitian51% ownership interest of Playme
Gentlemen’s Club LLC. These debentures maturedngand retired in November 2008.
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Contractual obligations and commitments

We have long term contractual obligations primaniythe form of operating leases and debt obligetiorhe following table summarizes
contractual obligations and their aggregate madsras well as future minimum rent payments:

Operating
Lease Debt(1) Total
2009 $ 3,261,199 $ 2,644,554 $ 5,905,73.
2010 3,233,95! 4,512,34! 7,746,30:
2011 2,280,48:; 11,710,24 13,990,72.
2012 1,947,15! 872,69( 2,819,84!
2013 1,940,18! 2,777,77! 4,717,95!
Thereafter 8,873,22: 11,039,81 19,913,04

$ 21,536,19 $ 33,557,40 $ 55,093,60

(1) The interest obligation on debt is not includ

Put Options

As part of certain of our acquisition transactiows, have entered into Lock-Up/Le&kit Agreements with the sellers pursuant to whichpi
after a contractual period after the closing d#te,seller shall have the right, but not the oltiarg to have us purchase from seller a ce
number of our shares of common stock issued inrdresactions in an amount and at a rate of not ri@e a contractual number of the sh
per month (the “Monthly Shares”) calculated at @eper share equal to a contractual value peresfiafialue of the Rick’s Shares”At our
election during any given month, we may either buy Monthly Shares or, if we elect not to buy therthly Shares from the seller, then
seller shall sell the Monthly Shares in the opemkmia Any deficiency between the amount which tekées receives from the sale of the Mon
Shares and the value of the shares shall be paid lythin three (3) business days of the datealsf of the Monthly Shares during that partic
month. Our obligation to purchase the Monthly Shaiem the Seller shall terminate and cease at sk as the seller has receive
contractual amount from the sale of the Rick’s 8kand any deficiency. Under the terms of the LdpK-eak-Out Agreements, the seller n
not sell more than a contractual number of oureshaer 30-day period, regardless of whether thers€luts”the shares to us or sells them in
open market or otherwise.

The maximum obligation that could be owed if owrc&twere valued at zero is $13,935,020 and is dexbin our balance sheet at Septembe
2008 as Temporary Equity. We consider this typénaincing transaction to be similar to interéste debt. If we are required to buy back ar
these put options, the buy-back transaction wilpbeely a balance sheet transaction, affecting deimporary Equity and Stockholdesguity
and will have no income statement effect. Followisi@ schedule of the annual obligation we wouldehifour stock price remains in the fut
at the closing market price on December 5, 20084d87 per share:

For the Year Ended September

2009 $ 2,541,53
2010 3,527,68:
2011 2,862,97
2012 2,023,65!
Total $ 10,955,84

Each $1.00 per share movement of our stock priseahaggregate effect of $611,740 on the totagahbtn.

We are not aware of any other event or trend thatldvpotentially affect liquidity. In the event due trend develops, we believe our worl
capital and capital expenditure requirements walldalequately met by cash flows from operationsaunopinion, working capital is not a ti
indicator of our financial status. Typically, busgses in our industry carry current liabilitiesektess of current assets because businesses
industry receive substantially immediate paymentsfdes, with nominal receivables, while inventstéad other current liabilities normally ce
longer payment terms. Vendors and purveyors oftemain flexible with payment terms, providing busises in our industry with opportunit
to adjust to short-term business down turns. Wesiden the primary indicators of financial statuvtothe longerm trend of revenue growth, -
mix of sales revenues, overall cash flow, profiigbfrom operations and the level of long-term tleb

24




Table of Content

The following table presents a summary of suchcaidirs:

% %

Years ended September . 2008 increase 2007 increase 2006

Sales of alcoholic beveray $ 22,278,47 83.95 $ 12,111,34 37.92 $ 8,781,63
Sales of food and merchand 5,200,45. 63.25 3,185,49. 20.14 2,651,86:
Service revenue 28,669,29 92.63 14,883,20 30.07 11,442,37
Internet revenue 715,75¢ (2.04) 730,62 (8.83) 801,39!
Media revenue 801,21 n/a = - --
Other 2,264,27- 105.23 1,103,26. 36.21 809,94t
Total revenue $ 59,929,47 87.20 $ 32,013,94 30.74 $ 2448721
Net cash provided by operating activi $ 14,819,26 238.10 $ 4,383,122 60.80 $ 2,725,770
Net income $ 7,660,66 150.75 $ 3,054,89 74.29 $  1,752,71
Long-term debi $ 33,557,40 133.24 $ 14,387,33 335 $ 13,920,73

We have not established lines of credit or finagcother than the above mentioned notes payableoancexisting debt. There can be
assurance that we will be able to obtain additidimaincing on reasonable terms in the future, dlhtshould the need arise.

Share repurchase

On September 29, 2008, the Company was authorizéd board of directors to repurchase up to antmadl $5,000,000 worth of our comm
stock. As of September 30, 2008, no shares had fpgehased under this plan. Subsequent to thd fisea end, we purchased 48,200 shar
common stock at prices ranging from $3.54 to $5.95.

IMPACT OF INFLATION

We have not experienced a material overall impemnfinflation in our operations during the pasteyal years. To the extent permitted
competition, we have managed to recover increagsts through price increases and may continue &odélowever, there can be no assur
that we will be able to do so in the future.

SEASONALITY

Our nightclub operations are affected by seas@ubfs. Historically, we have experienced reduesgmues from April through September \
the strongest operating results occurring duringoer through March. Our experience indicates thate are no seasonal fluctuations in
Internet activities.

GROWTH STRATEGY

We believe that our nightclub operations can carito grow organically and through careful enttpimarkets and demographic segments
high growth potential. Our growth strategy is: {a)open new clubs after market analysis, (b) touaegexisting clubs in locations that
consistent with our growth and income targets ahttlvappear receptive to the upscale club formwdehave developed, as is the case witl
acquisition of the New York club and clubs in Clh#e, South Houston, San Antonio, Austin and Miafa), to form joint ventures .
partnerships to reduce stamh-and operating costs, with us contributing eqintyhe form of our brand name and management &gpefd) tc
develop new club concepts that are consistent withmanagement and marketing skills, (e) to acqreed estate in connection with c
operations, although some clubs may be in leasentipes, and/or (f) to enter into licensing agreements ratsgic locations, as is the case \
the license agreement with Rick’s Buenos Aires &edl Anonima in Argentina.

During fiscal 2008, we acquired a media division dototal cost of $1,069,754. This acquisition iarsded primarily through issuance of
restricted common stock valued at $369,754, and $00 in cash. This media operation had total regsrof approximately $801,000 and
loss of approximately $28,000 for fiscal 2008.

During fiscal 2008, we acquired five existing nighib operations and 49% of an existing nightcluleraion for a total cost of $69,768,9
including real property of $14,761,766. These asitjons were funded primarily through indebtednet$20,990,000, including real prope
debt of $7,990,000, issuance of our restricted comstock valued at $12,964,465, $701,711 in delgieness, and $35,461,116 in cash. T
nightclub operations had total revenues of apprakéhy $22,554,000 and net income of approximat&ly $3,000 for fiscal 2008.

During fiscal 2007, we acquired two existing nighbcoperations for a total cost of $8,900,000. Ehasquisitions were funded primarily thro
indebtedness of $2,400,000, issuance of our rémtrimommon stock valued at $6,379,250, and $600r068sh. Part of the funds received fi
stock issuances will be used in cash flows andéuaiwquisitions. These nightclub operations haal tetvenues of approximately $5,278,000
$3,075,000 and net loss of approximately $248,0@D%245,000 for fiscal 2008 and 2007, respectively.

25




Table of Content

During fiscal 2006, we acquired three existing mifb operations for a total cost of $3,865,000e3éh acquisitions were funded prims
through indebtedness of $3,195,000, and $670,080. nese nightclub operations had total revenfiepgroximately $2,429,000, $2,586,(
and $370,000 and net loss of approximately $886,$886,000 and $330,000 for fiscal 2008, 2007 ditb2respectively.

We continue to evaluate opportunities to acquine negghtclubs and anticipate acquiring new locatitimet fit our business model as we t
done in the past. The acquisition of additionabslwill require us to obtain additional debt omuasce of our common stock, or both. There
be no assurance that we will be able to obtaintexhdil financing on reasonable terms in the futifrat all, should the need arise. An inability
obtain such additional financing could have an aslveffect on our growth strategy.

In our Internet division, we plan to focus on higiargin Internet activities that leverage our marigeskills while requiring a low level of start-
up cost and ongoing operating costs and refinetane our Internet sites for better positioning ngamic search rankings amongst the n
search providers. We will restructure affiliate gm@ms to provide higher incentives to our currdfili@es to better promote our Internet si
while actively seeking new affiliates to send ti@fb our Internet sites.

In addition to their strong cash flow, the acquusitof the Media Division will enable us to createw marketing synergies with major indu:
product suppliers and new national advertising ojymities. It also provides us with additional disification of our revenue and income stre
while remaining within our core competency.

ITEM 7. FINANCIAL STATEMENTS

The information required by Item 7 is included lmstreport beginning on page 36.

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

There have been no changes in or disagreementgegthuntants on accounting and financial disclasure

ITEM 8A CONTROLS AND PROCEDURES
(M.

Disclosure Controls and Procedure

Based on their evaluation of our disclosure costesid procedures (as defined in Rules 13a-15 attd 3 minder the Securities Exchange Ac
1934 [the "Exchange Act"]), as of the end of theigek covered by this Annual Report on FormK8B, our principal executive officer a
principal financial officer have concluded that @isclosure controls and procedures are effective.

Management's Report on Internal Control over Finarad Reporting

Management is responsible for establishing and miaimg adequate internal control over financigading. We have assessed the effective
of our internal control over financial reportingdea on the framework ilmternal Control—Integrated Framewoiksued by the Committee
Sponsoring Organizations of the Treadway Commisd@sed on our assessment, we concluded that un&h control over financial reporti
was effective as of September 30, 2008.

Because of inherent limitations, internal contrekp financial reporting may not prevent or detedsstatements. Also, projection of ¢
evaluation of effectiveness to future periods agiect to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies and pdoces may deteriorate.

Internal Control over Financial Reporting

There were no changes in our internal control dwvemncial reporting during our fourth quarter end&eptember 30, 2008, that have mater
affected or are reasonably likely to materiallyeatf our internal control over financial reporting.
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ITEM 8B. OTHER INFORMATION
None.
PART Il
ITEM 9. DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AND CONTRO L PERSONS; COMPLIANCE WITH SECTION
16(A) OF THE EXCHANGE ACT
DIRECTORS AND EXECUTIVE OFFICERS
Our Directors are elected annually and hold officdil the next annual meeting of our stockholderauotil their successors are elected
qualified. Officers are appointed by the Board afebtors annually and serve at the discretion efBleard of Directors (subject to any exis

employment agreements). There is no family relatigm between or among any of our directors andwdiez officers. Our Board of Directc
consists of six persons. The following table setthfour Directors and executive officers:

Name Age Position

Eric S. Langar 40 Director, Chairman, Chief Executive Officer, Presit
Phillip Marshall 59 Chief Financial Office

Travis Rees: 39 Director and V.F-Director of Technolog!

Robert L. Watter: 57 Director

Alan Bergstrormr 63 Director

Steven Jenkin 51 Director

Luke Lirot 52 Director

Eric S. Langan has been a Director since 1998 an®esident since March 1999. He has been invalvélte adult entertainment business s
1989. From January 1997 through the present, hehdlaisthe position of President of XTC Cabaret, Iiom November 1992 until Janu
1997, Mr. Langan was the President of Bathing Beautnc. Since 1989, Mr. Langan has exercised gene control over more than a do
adult entertainment businesses. Through thesetagiMMr. Langan has acquired the knowledge aritssiecessary to successfully operate ¢
entertainment businesses.

Phillip Marshall has served as our Chief Finan€#icer since May 2007. He was previously contnolié Dorado Exploration, Inc., an oil a
gas exploration and production company, from Felyr@807 to May 2007. He previously served as CRiefincial Officer of CDT Systenr
Inc., a publicly held water technology companynirduly 2003 to September 2006. In 1972, Mr. Matdbedan his public accounting car
with the international accounting firm, KMG Main Hlman. After its merger with Peat Marwick, Mr. Maadl served as an audit partne
KPMG for several years. After leaving KPMG, Mr. Magall was partner in charge of the audit practickaakson & Rhodes in Dallas from 1!
to 2003, where he specialized in small publiclydh@mpanies. Mr. Marshall is also a trustee of &hiMortgage Trust, a publicly held real e
investment trust.

Robert L. Watters is our founder and has been dawacr since 1986. Mr. Watters was our Presidedt@ur Chief Executive Officer from 19
until March 1999. Since 1999, Mr. Watters has owaed operated Rick’Cabaret, an adult entertainment club in New @dgehouisiana, whic
licenses our name. He was also a founder in 198%aerator until 1993 of the Colorado Bar & Grdh adult club located in Houston, Te
and in 1988 performed site selection, negotiatedotioperty purchase and oversaw the design andtgagrior the club that became the Cab
Royale, in Dallas, Texas. Mr. Watters practiced &sna solicitor in London, England and is qualiftecoractice law in New York. Mr. Watte
worked in the international tax group of the acdammfirm of Touche, Ross & Co. (now succeeded by Dtdaft Touche) from 1979 to 19
and was engaged in the private practice of lawondtion, Texas from 1983 to 1986, when he becan@vied in our fulltime management. v
Watters graduated from the London School of Ecowsenaind Political Science, University of London, @73 with a Bachelor of Lau
(Honours) degree and in 1975 with a Master of Ldegree from Osgoode Hall Law School, York Universit
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Steven L. Jenkins has been a Director since Ju@&. Z&ince 1988, Mr. Jenkins has been a certifiddipaccountant with Pringle Jenkins
Associates, P.C., located in Houston, Texas. Mikids is the President and owner of Pringle Jenkidsssociates, P.C. Mr. Jenkins has a E
Degree (1979) from Texas A&M University. Mr. Jenkiis a member of the AICPA and the TSCPA.

Alan Bergstrom became our Director in 1999. Sin@87] Mr. Bergstrom has been the Chief Operatingc®ffof Eagle Securities, which is
investment consulting firm. Mr. Bergstrom is alscegistered stockbroker with Rhodes Securities, finom 1991 until 1997, Mr. Bergstrom v
a Vice Presidentlavestments with Principal Financial Securitiesc.IMr. Bergstrom holds a B.B.A. Degree in Finant867, from th
University of Texas.

Travis Reese became our Director and \DRector of Technology in 1999. From 1997 throud®9, Mr. Reese had been a senior net
administrator at St. Vincent's Hospital in Santa Rew Mexico. During 1997, Mr. Reese was a compatatems engineer with Deloitte
Touche. From 1995 until 1997, Mr. Reese was Viaesident with Digital Publishing Resources, Inc.,laternet service provider. From 1¢
until 1995, Mr. Reese was a pilot with Continemtalines. From 1992 until 1994, Mr. Reese was afpilith Hang On, Inc., an airline compa
Mr. Reese has an Associate’s Degree in Aeronausicigince from Texas State Technical College.

Luke Lirot became a Director on July 31, 2007. Mrot received his law degree from the UniversifySan Francisco in 1986. After serving
an intern in the San Francisco Public Deferal@®ffice in 1986, Mr. Lirot returned to Florida aedtablished a private law practice wher
continues to practice and specializes in adultreaitenent issues. He is a past President of the Rimendment LawyersAssociation and hi
actively participated in numerous state and fedegal matters.

COMMITTEES OF THE BOARD OF DIRECTORS
AUDIT COMMITTEE

The Company has an Audit Committee whose memberSt@ven Jenkins, Alan Bergstrom and Luke Lirot. d&nkins, Mr. Bergstrom and |
Lirot are independent Directors. The primary pugobthe Audit Committee is to oversee the Compafigancial reporting process on beha
the Board of Directors. The Audit Committee meetvgiely with our Chief Financial Officer and witbur independent registered pul
accounting firm and evaluates the responses bZtef Financial Officer both to the facts presendad to the judgments made by our out
independent registered public accounting firm. @udit Committee has reviewed and discussed ourtedidinancial statements for the y
ended September 30, 2008 with our management. rstevenkins serves as the Audit Committee’s Fireriexpert.

In May 2000, our Board adopted a Charter for theifGommittee. A copy of the Audit Committee Chames attached to our Proxy Staten
as Exhibit “A” filed with the U.S. Securities and Exchange Comioissn July 21, 2008. The Charter establishesriiependence of our Au
Committee and sets forth the scope of the Audit @dtee's duties. The Purpose of the Audit Commiise®® conduct continuing oversight
our financial affairs. The Audit Committee conduatsongoing review of our financial reports andeotfinancial information prior to their bei
filed with the Securities and Exchange Commissamtherwise provided to the public. The Audit Coitte also reviews our systems, mett
and procedures of internal controls in the areadimdincial reporting, audits, treasury operatioos;porate finance, managerial, financial
SEC accounting, compliance with law, and ethicalduet. A majority of the members of the Audit Corttee will be independent. The Au
Committee is objective, and reviews and assesgesdrk of our independent registered public acdogrfirm and our internal audit departme

The Audit Committee reviewed and discussed the erattequired by SAS 61 and our audited financialeshents for the fiscal year en
September 30, 2008 with management and our indepéndgistered public accounting firm. The Auditn@uittee has received the writ
disclosures and the letter from our independeristexged public accounting firm required by Indepemeck Standards Board No. 1, and the £
Committee has discussed with the independent ezgibt public accounting firm the independent regestepublic accounting firm
independence. The Audit Committee recommendedadtiard of Directors that the Company's auditedrfaial statements for the fiscal y
September 30, 2008 be included in our Annual RepofEorm 10-KSB for the fiscal year ended Septern3be2008.

NOMINATING COMMITTEE

The Company has a Nominating Committee whose mesndier Steven Jenkins, Alan Bergstrom and Luke LirotJuly 2004, the Boa
unanimously adopted a Charter with regard to tloegss to be used for identifying and evaluating inees for director. The Charter establis
the independence of our Nominating Committee atslfeeth the scope of the Nominating CommitteeSedu A majority of the members of |
Nominating Committee will be independent. A copy tbé Nominating Committ’s Charter can be found on the Companyvebsite ¢
www.ricks.com.
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COMPENSATION COMMITEE

The Company has a Compensation Committee whose ersnaive Steven Jenkins, Alan Bergstrom and Luket.LDecisions concernil
executive officer compensation for the fiscal yeaded September 30, 2008 were made by the Commen§&€xmmittee. Eric S. Langan ¢
Travis Reese are the only directors of the Compemy are also officers of the Company. The primamppse of the Compensation Commi
is to evaluate and review the compensation of ekexofficers.

COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXC HANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act of4l88juires our directors and executive officergl parsons who own beneficially more t
ten percent of our common stock, to file report®whership and changes of ownership with the Seesrand Exchange Commission. Be
solely on the reports we have received and on ewritepresentations from certain reporting persemspelieve that the directors, execu
officers, and greater than ten percent beneficvhers have complied with all applicable filing régments during the fiscal year en
September 30, 2008, with the exception of an dkigfon Form 5 which we believe is due for thedistof Ralph McElroy.

CODE OF ETHICS

We have adopted a code of ethics for our Prindixaicutive and Senior Financial Officers, whichtimehed as Exhibit 14 hereto.

ITEM 10. EXECUTIVE COMPENSATION

The following table reflects all forms of compensatfor services to us for the fiscal years endegt&nber 30, 2008 and 2007 of cet
executive officers.

Summary Compensation Table

Name and Year Salary Bonus Stock Option Non-Equity | Nonqualified] All other Total

Principal (%) (%) Awards Awards |[Incentive Plaj Deferred |compensatio %)

Position %) (%) Compensatio|Compensatio %)

%) Earnings
($)
(a) (b) (c) (d) (e) () (9) (h) (i) ()
Eric S. 2008 494,713 -0- -0- 4'727(1) -0- -0- 10,478 509,918
Langan, 2007 400,01( 40,00( -0- 19 1250 -0- -0- 10,115 469,25(
President/CE( '
Phillip 2008 175,00( 20,004 -0-|  45.870@ -0- -0- 6,056 246,926
Marshall, CFC 2007 50,481 -0- -0- 4.725@ 1,212 56,418
Travis Reese| 2008 193,226 -0- 0 47270 -0- -0- 5328 203,281
VP/ Chief 2007 178,304 -0- -0- ©) 5,274 207,482
23,900

Technology
Officer

1 Mr. Langan received 5,000 options to purchase shafreur common stock at an exercise price of $8gDirector compensation in August
2007.

2 Mr. Marshall received 20,000 options to purchasse of our common stock at an exercise price gfd8s compensation in August 20

3 Mr. Reese received 5,000 options to purchase sbéims common stock at an exercise price of $agirector compensation in August
2007.

29




Table of Content

Outstanding Equity Awards at Fiscal Year End

OPTION AWARDS STOCK AWARDS
Name Number of | Number of Equity Option Option Number of Market Equity Equity
Securities | Securities | Incentive Exercise | Expiration | Shares or | Value of Incentive Incentive
Underlying | Underlying Plan Price ($) Date Units of Shares or | Plan Awards Plan
Unexercised Unexercised Awards: Stock that Units of Number of | Awards:
Options (#)| Options (#) | Number of have not | Stockthat]| Unearned | Market or
Exercisable]Unexercisably Securities Vested (#) | have not | Shares, Unitp Payout
Underlying Vested or Other Value of
Unexerciseq (%) Rights that| Unearned
Unearned have not Shares,
Options Vested Units or
#) %) Other Rightd
that have ng
Vested
(%)
(a) (b) (c) (d) (e) (e) (9) (h) (i) ()
Eric S. 5,000 0 0 2.54 9/14/09 0 0 0 0
Langan
200,004 0 0 2.49 9/14/09 0 0 0 0
5,000 0 0 2.801 7/20/10 0 0 0 0
5,000 0 6.759 5/31/11 0 0 0 0
5,000 0 0 9.40 8/24/09 0 0 0 0
Phillip 10,00d 10,00¢ 0 9.40| 8/24/12 10,00d $98,20( 0 0
Marshall
Travis Rees¢ 50,00(4 0 0 2.490 9/14/09 0 0 0 0
5,000 0 0 2.80 7/20/10 0 0 0 0
5,000 0 6.75 5/31/11 0 0 0 0
5,000 0 0 9.40 8/24/09 0 0 0 0

DIRECTOR COMPENSATION

We do not currently pay any cash directors' feaswe pay the expenses of our directors in attentdimard meetings. In August 2007, we ist
10,000 stock options to each Director who is a memath our Audit Committee and 5,000 options to otlrer Directors. These options bect

exercisable on August 24, 2008, have a strike @ick9.40 per share and expire in August 2009.

Name Fees Earned qr Stock Awards | Option Awardqd Non-Equity Nonqualified All Other Total
Paid in Cash (%) %) Incentive Plan Deferred Compensation %)
(%) Compensation | Compensatior] %)
%) Earnings
($)

() (b) (c) (d) (e) () (9) (h)
Eric S. Langan -0- -0- $4,727 -0- -0- -0- $4,727%
Travis Reese -0- -0- $4,727 -0- -0- -0- $4,727?
Robert Watters -0- -0- $9,450 -0- -0- -0- $9,450®
Alan Bergstrom -0- -0- $9,450 -0- -0- -0- $9,450“
Steve Jenkins -0- -0- $9,450 -0- -0- -0- $9,4500)
Luke Lirot -0- -0- $9,450 -0- -0- -0- $9’450( 6)

1 On August 24, 2007, Mr. Langan received 5,000 optim purchase shares of our common stock at acisaerice of $9.40 as Director
compensation for the fiscal year ending SeptemBeRB07; these options vested on August 24, 2008.Langan has a total of 220,000
options outstanding as of September 30, 2

2 On August 24, 2007, Mr. Reese received 5,000 optiorpurchase shares of our common stock at agiszegrice of $9.40 as Director
compensation for the fiscal year ending SeptemBeRB307; these options vested on August 24, 20M8.Reese has a total of 65,000



options outstanding as of September 30, 2

On August 24, 2007, Mr. Watters received 10,00@omgtto purchase shares of our common stock akentise price of $9.40 as Director
compensation for the fiscal year ending SeptemBeRB07; these options vested on August 24, 20M8.Watters has a total of 40,000
options outstanding as of September 30, 2
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4  On August 24, 2007, Mr. Bergstrom received 10,00oms to purchase shares of our common stock ekercise price of $9.40 as Direc
compensation for the fiscal year ending SeptemBeRB07; these options vested on August 24, 20M8.Bergstrom has a total of 10,000
options outstanding as of September 30, 2

5 On August 24, 2007, Mr. Jenkins received 10,00@aptto purchase shares of our common stock axencise price of $9.40 as Director
compensation for the fiscal year ending SeptemBeRB07; these options vested on August 24, 2008.Jenkins has a total of 10,000
options outstanding as of September 30, 2

6 On August 24, 2007, Mr. Lirot received 10,000 op$ido purchase shares of our common stock at aciseerice of $9.40 as Director
compensation for the fiscal year ending SeptemBeRB07; these options vested on August 24, 2008.Lirot has a total of 10,000 optio
outstanding as of September 30, 2(

EMPLOYMENT AGREEMENTS

We entered into a twgear employment agreement with Eric S. Langan (ttengan Agreement") on May 8, 2008. The Langan Agren
extends through April 1, 2010 and provides for anuml base salary of $600,000. The Langan Agreemlsntprovides for participation in
benefit plans maintained by us for salaried empmgyé’he Langan Agreement contains a confidentiglitvision and an agreement by
Langan not to compete with us upon the expiratioim® Langan Agreement.

We also entered into a two year Employment Agreg¢math Phillip K. Marshall to serve as CFO (the “Mhall Agreement”)The Marsha
Agreement extends through May 30, 2009, and previdean annual base salary of $175,000. PursoahetMarshall Agreement, Mr. Marst
is also eligible to participate in all benefit plamaintained by us for salaried employees. Undertéhms of the Marshall Agreement,
Marshall is bound to a confidentiality provisiondacannot compete with us upon the expiration ofMlagshall Agreement.

We also have a thrggear employment agreement with Travis Reese (tle@SR Agreement”). The Reese Agreement extendgytiieebruary :
2010, and provides for an annual base salary 02, 509. The Reese Agreement also provides for [jzation in all benefit plans maintained
us for salaried employees. The Reese Agreemendiosra confidentiality provision and an agreemegniin. Reese not to compete with us u
the expiration of the Reese Agreement.

We have not established long-term incentive plardefined benefit or actuarial plans.

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth certain informatianDecember 5, 2008, with respect to the beneftialership of shares of Common Stock b

each person known to us who owns beneficially ntlba@ 5% of the outstanding shares of Common Si@gleach of our directors, (iii) each

our executive officers and (iv) all of our execetigfficers and directors as a group. Unless otleenividicated, each stockholder has sole v
and investment power with respect to the shareaishas of December 5, 2008, there were 9,344,328eshof common stock outstanding.

31




Table of Content

Name/Address

Number of shares

Title of class

Percent of Clas®

Eric S. Langan
10959 Cutten Road
Houston, Texas 77066

1,205,449V

Common stock

12.6%

Phillip K. Marshall
10959 Cutten Road
Houston, Texas 77066

10,000

Common stock

<1%

Robert L. Watters
315 Bourbon Street

New Orleans, Louisiana 70130

55,000®

Common stock

<1%

Steven L. Jenkins
16815 Royal Crest Drive
Suite 160

Houston, Texas 77058

10,000

Common stock

<1%

Travis Reese
10959 Cutten Road
Houston, Texas 77066

78,380

Common stock

<1%

Alan Bergstrom

Austin, Texas 78701

904 West Avenue, Suite 100

11,150®

Common stock

<1%

Luke Lirot

Clearwater, GL 33764

2240 Belleair Road, Suite 190

10,000

Common stock

<1%

All of our Directors and Officers ¢
a Group of seven (7) persons

1,369,979

Common stock

14.2%

E. S. Langan. L.P.
10959 Cutten Road
Houston, Texas 77066

578,632V

Common stock

6.2%

Diane McElroy
P. O. Box 27244
Austin, Texas 78755

529,959

Common Stock

5.7%

(1) Mr. Langan has sole voting and investment powerd@,817 shares that he owns directly. Mr. Langendihared voting and investr
power for 578,632 shares that he owns indirectlguph E. S. Langan, L.P. Mr. Langan is the gengaainer of E. S. Langan, L.P. T

amount also includes options to purchase up to02B0shares of common stock that are presently isedrie.

(2) Includes options to purchase up to 10,000 sharesramon stock that are presently exercise
(3) Includes 15,000 shares of common stock and optmpsirchase up to 40,000 shares of common stotlatbgresently exercisab
(4) Includes 13,380 shares of common stock and optmpsirchase up to 65,000 shares of common stotlathgresently exercisab

(5) Includes options to purchase up to 365,000 shdresnomon stock that are presently exercise

(6) These percentages exclude treasury shares inlthéateon of percentage of clas

We are not aware of any arrangements that couldtiiesa change of control.

The disclosure required by Item 201(d) of Reguta®eB is set forth in ITEM 5 herein.

ITEM 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Our Board of Directors has adopted a policy that lmusiness affairs will be conducted in all respdmy standards applicable pablicly helc
corporations and that we will not enter into angufe transactions and/or loans between us andfticers, directors and 5% shareholders ur
the terms are no less favorable than could be rmddairom independent, third parties and will berappd by a majority of our independent

disinterested directors. In our view, all of thartsactions described below meet this standard.
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In May 2002, we loaned $100,000 to Eric Langan ughour Chief Executive Officer. The promissory n@eainsecured, bears interest at :
and is amortized over a period of ten years. The nontains a provision that in the event Mr. Lantgaves the Company for any reason
note immediately becomes due and payable in fhieé Balance of the note was $60,943 at Septemb&(0B0, and is included in other asse!
our consolidated balance sheet. In November 2007|.&hgan paid the note in full.

On July 22, 2005, we issued a Secured Convertildbebture to Ralph McElroy, a greater than 10% siwdder, for the principal sum
$660,000. The debenture matured on August 1, 28@8aars interest at a rate of 12% per annum. Uthgéeterms of the Debenture, we w
required to make monthly interest payments bego&aptember 1, 2005. The debenture was convertte@ 29,000 shares of common stoc
July 2008. Additionally, we issued Mr. McElroy wants to purchase 50,000 shares of our common sioak exercise price of $3.00 per sl
until July 22, 2008. These warrants were exercisellly 2008. The shares of Common Stock underlyfregprincipal amount of the Debent
and the Warrants had piggyback registration rigintd became registered with the SEC on Septeml2805,. Mr. McElroy passed away in Ji
2007 and his estate is currently under settlement.

On April 28, 2006, we entered into convertible dehees with three shareholders, one of which iseatgr than 10% shareholder, for a princ
sum of $825,000. The debentures mature April 30924nd bear interest at a rate of 12% per annurthétlection of the holders, the holc
had the right to convert (subject to certain limidas) until April 30, 2008, all or any portion tife principal amount of the debentures into st
of our common stock at a rate of $6.55 per shahigiwapproximates the closing price of our stockApnil 28, 2006. The shares were conve
in April 2008 into 125,954 shares of common sto€ke shares of Common Stock underlying the princgrabunt of the debentures |
piggyback registration rights and were registerét the SEC in June 2006.

On November 9, 2006, we entered into convertibleedéures with three shareholders for a principat sfi $600,000. The term is for two ye
and the interest rate is 12% per annum. At thetieleof the holders, the holders have the rightdovert (subject to certain limitations) all or :
portion of the principal amount of the debenturgs shares of our common stock at a rate of $7&sGpare, which was higher than the clo
price of our stock on November 9, 2006. The delrestprovide, absent shareholder approval, thatdiheber of shares of our common stock
may be issued by us or acquired by the holders uponersion of the debentures shall not exceed9%8.8f the total number of issued
outstanding shares of our common stock. These tefesnmatured and were paid in cash in Novembe8.200

ITEM 13. EXHIBITS

Exhibit 14— Code of Ethics.

Exhibit 21- Subsidiaries of the Registrant.

Exhibit 31.1- Certification of Chief Executive Officer of Rick'Cabaret International, Inc. Corporation requitgdRule 13a-14(1) or Rule 15d -
14(a) of the Securities Exchange Act of 1934, aptatl pursuant to Section 302 of the Sarbanes-OGdepf 2002.

Exhibit 31.2- Certification of Chief Financial Officer of Rick’Cabaret International, Inc. Corporation requivgdRule 13a-14(1) or Rule 15d -
14(a) of the Securities Exchange Act of 1934, ap#at pursuant to Section 302 of the Sarbanes-Gteypf 2002.

Exhibit 32.1- Certification of Chief Executive Officer of Rick’Cabaret International, Inc. Corporation pursuarection 906 of the Sarbanes-
Oxley Act of 2002 and Section 1350 of 18 U.S.C. 63.

Exhibit 32.2- Certification of Chief Financial Officer of Rick’Cabaret International, Inc. Corporation pursuarection 906 of the Sarbanes-
Oxley Act of 2002 and Section 1350 of 18 U.S.C. 63.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table sets forth the aggregate feaisl pr accrued for professional services rendesedVhitiey Penn LLP for the audit of ¢

annual financial statements for fiscal year 2008 fiscal year 2007 and the aggregate fees paidauead for auditelated services and all otl
services rendered by Whitley Penn LLP for fiscalry2008 and fiscal year 2007.
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2008 2007
Audit fees $ 268,46¢ $ 170,20¢
Audit-related fee! 13,36¢ 13,07(
Tax fees 62,54( 30,17(
All other fees 1,03¢ -
Total $ 345,41: $ 213,44¢

The category of “Audit feesihcludes fees for our annual audit, quarterly regi@nd services rendered in connection with regojdtlings with
the SEC, such as the issuance of comfort lettetsansents.

The category of “Audit-related fees” includes enygle benefit plan audits, internal control reviewd accounting consultation.
The category of “Tax fees” includes consultatiolated to corporate development activities.
All above audit services, audit-related services t@x services were papproved by the Audit Committee, which concludeat the provision ¢

such services by Whitley Penn LLP was compatibkh whie maintenance of that firmindependence in the conduct of its auditing fionst The
Audit Committee’s outside auditor independenceqyotirovides for pre-approval of all services pearfed by the outside auditors.
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SIGNATURES

In accordance with the requirements of SectionflB5¢d) of the Exchange Act, the Registrant haseduhis report to be signed or
behalf by the undersigned, thereunto duly authdrin@ December 29, 2008.

Rick's Cabaret International, Ir

/sl Eric S. Langa

By: Eric S. Langat

Chief Executive Officer and
Presiden

/s/ Phillip K. Marshal

By: Phillip K. Marshall
Chief Financial Officer and
Principal Accounting Office

Pursuant to the requirements of the Exchange Aistréport has been signed below by the followiagspns in the capacities and on

dates indicated:

Signature

/sl Eric S. Langan

Eric S. Langan

/sl Travis Reese

Travis Reese

/s/ Robert L. Watters

Robert L. Watters

/sl Alan Bergstrom

Alan Bergstrom

/sl Steven Jenkins

Steven Jenkins

/sl Luke Lirot

Luke Lirot

Title Date

Director, Chief Executive Officer, and President December 29, 2008
Director and V.P.-Director of Technology December 29, 2008
Director December 29, 2008
Director December 29, 2008
Director December 29, 2008
Director December 29, 2008
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Rick’s Cabaret International, Inc.

We have audited the accompanying consolidated balaheets of Rick’ Cabaret International, Inc. and subsidiariefe8eptember 30, 20
and 2007, and the related consolidated statemérdpavations, changes in permanent stockholdegsity, and cash flows for the years t
ended. These financial statements are the resplitysdf the Companys management. Our responsibility is to express @nian on thes
financial statements based on our audits.

We conducted our audits in accordance with thedstatts of the Public Company Accounting Oversighamlo(United States). Those stand
require that we plan and perform the audit to sbtasonable assurance about whether the finastateiments are free of material misstater
The Company is not required to have, nor were vgaged to perform, an audit of its internal contreér financial reporting. An audit incluc
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, bt
for the purpose of expressing an opinion on theatffeness of the Company's internal control oirearfcial reporting. Accordingly, we expr
no such opinion. An audit also includes examinimig,a test basis, evidence supporting the amountsiaalosures in the financial stateme
assessing the accounting principles used and &ignifestimates made by management, as well asiava) the overall financial statem
presentation. We believe that our audits provideazonable basis for our opinion.

In our opinion, the financial statements referredabove present fairly, in all material respedt® tonsolidated financial position of Risk’
Cabaret International, Inc. and subsidiaries, aSegtember 30, 2008 and 2007, and the consolidetedts of their operations and their ¢
flows for the years then ended in conformity witt@aunting principles generally accepted in the &bhiBtates of America.

/s! Whitley Penn LLI
Dallas, Texas
December 29, 2008
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RICK'S CABARET INTERNATIONAL, INC.

CONSOLIDATED BALANCE SHEETS

September 30
2008 2007
Assets
Current assett
Cash and cash equivalel $ 5,602,64 $ 2,998,75
Accounts receivable
Trade, ne 637,03! 557,29!
Other, nel 230,29¢ 218,74¢
Marketable securitie - 33,36¢
Inventories 1,717,23 368,55°
Prepaid expenses and other current assets 568,59¢ 286,88:
Total current asse 8,755,81 4,463,60
Property and equipment, r 50,038,26. 21,365,41
Other asset:
Goodwill and indefinite lived intangible 76,457,69. 20,179,611
Definite lived intangibles, ne 1,335,50! 698,58«
Other 481,52! 368,54+
Total other assets 78,274,72 21,246,73
Total assets $ 137,068,800 $ 47,075,76
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payabl $ 1,203,555 $ 493,49¢
Accrued liabilities 4,579,91 1,709,42
Current portion of long-term debt 2,644,54. 3,291,15
Total current liabilities 8,428,01. 5,494,07!
Deferred tax liability 16,894,25 4,391,49!
Other lon¢-term liabilities 537,96° 420,41!
Long-term dek-related partie 600,00( 2,085,001
Long-term debt 30,312,86 9,011,18!
Total liabilities 56,773,10. 21,402,17
Commitments and contingenci
Minority interest 3,358,091 180,72¢
Temporary equit- Common stock, subject to put rights (611,740 atfl@00 shares, respective 13,935,02 1,450,00!
Permanent stockholders' equi
Preferred stock, $.10 par, 1,000,000 shares aatthrnone outstandir - -
Common stock, $.01 par, 20,000,000 shares autlihr®z689,315 and 6,903,354 shares issued, respkt 96,89: 69,03«
Additional paic-in capital 53,948,17. 22,643,59
Accumulated other comprehensive income (It (13,347 20,021
Retained earnings 10,264,65 2,603,98.
64,296,36 25,336,63
Less 908,530 shares of common stock held in trgaaticost 1,293,78| 1,293,78|
Total stockholders' equity 63,002,58 24,042,85.

Total liabilities and stockholders' equity

See accompanying notes to consolidated finana#tsients.

$ 137,068,80 $ 47,075,76
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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 wag¢
Stoclk-based compensatic

Other general and administratiy

Taxes and permil
Charge card fee

Rent

Legal and profession
Advertising and marketin

Depreciation and amortizatic

Insurance

Utilities

Other

Total operating expenses

Income from operation

Other income (expense
Interest incom
Interest expens
Other

Income before minority intere

Minority interest

Income before income tax

Income taxes

Net income

Basic and diluted earnings per sh

Net income, basic

Net income, diluted

RICK'S CABARET INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Weighted average number of common shares outstgr

Basic

Diluted

See accompanying notes to consolidated financétstents.
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Year Ended September 30
2008 2007

$ 22,27847 $ 12,111,34

5,200,45: 3,185,49.
28,669,29 14,883,20
715,75¢ 730,62¢
801,21 -
2,264,27. 1,103,26.
59,929,47. 32,013,94
6,959,88! 4,035,52;
13,845,36 8,739,85'
157,08( 196,87:
7,561,26 4,071,67
1,064,84: 638,24t
2,431,05: 1,494,00!
1,659,03. 1,124,85!
2,557,771 1,325,36
2,541,68: 1,596,65!
867,94t 785,51¢
1,284,92 800,36t
5,278,62! 3,101,31.
46,209,45 27,910,25.
13,720,02 4,103,68!
136,59° 58,39:
(2,712,98)  (1,335,71)
(73,896 37,13«
11,069,73. 2,863,50:
30,917 427 84«
11,100,64 3,291,34!
3,439,97; 236,441

$ 7,660,666 $ 3,054,89

$ 097 $ 0.54
$ 091 $ 0.5C
7,931,12 5,700,54t
8,413,18: 6,215,28!
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RICK'S CABARET INTERNATIONAL, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN PERMANENT STO CKHOLDERS' EQUITY

Years Ended September 30, 2008 and 2007

Common Stock Treasury Stock
Accumulated Retained Total
Additional Other Earnings Stockh
Number Paid-In Comprehensive (Accumulated Number olders’
of Shares Amount Capital Income (L oss’ Deficit) of Shares Amount Equity

Balance at September 30,

2006 5,805,27! $ 58,05! $15,586,23 $ 8,89¢ $ (450,91¢) 908,53( $(1,293,78)) $ 13,908,48
Shares issuel 1,153,07 11,53 7,509,94. - - - - 7,521,47.
Change in temporary

equity - common stocl

subject to put rights (55,000) (550) (649,45() - - - - (650,000)
Stock-based
compensation - - 196,87 - - - - 196,87:
Net income - - - - 3,054,89! - - 3,054,89!
Change in available-for-

sale securities - - - 11,12 - - - 11,12¢
Comprehensive income - - - - - - - 3,066,02

Balance at September 30,

2007 6,903,35 69,03¢  22,643,59 20,02: 2,603,98: 908,53( (1,293,78) 24,042,85
Shares issuel 3,182,70 31,827  43,560,81 - - - - 43,592,04
Change in temporary

equity - common stocl
subject to put rights (396,74() (3,96¢) (12,481,65) - - - - (12,485,02)
Beneficial conversion - - 68,33: - - - - 68,33:
Stock-based
compensation - - 157,08( - - - - 157,08(
Net income - - - - 7,660,66 - - 7,660,66
Change in available-for-
sale securities - - - (33,369 - - - (33,369
Comprehensive income - - - - - - - 7,626,86!
Balance at September 30,
2008 9,689,31! $ 96,89: $53,948,17 $ (13,34)$ 10,264,65 908,53 $(1,293,78) $ 63,002,58

See accompanying notes to consolidated finan@gtsients.
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RICK'S CABARET INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cashkigea by operating activitie:

Depreciatior

Amortization

Bad debt:

Beneficial conversiol

Common stock issued for interest paymr

Amortization of note discour

Minority interests

Deferred ren

Deferred taxes (benefi

Stock compensation exper

Issuance of stock for n-employee service

Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other current a
Accounts payable and accrued liabilities

Net cash provided by operating activit

Cash flows from investing activities:
Acquisitions of businesses, net of cash acqt
Proceeds from sale of ass
Purchases of property and equipm
Issuance of notes receival
Note receivable payments

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
Payments on lor-term debt
Distribution to minority interest
Proceeds from warrant conversion

Net cash provided by financing activiti

Net increase in cash and cash equival
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental Disclosures of Cash Flow Informatiot

Cash paid during the year for interest
Cash paid during the year for income taxes

See accompanying notes to consolidated financétstents.

Year Ended September 30

2008

2007

$ 766066 $ 3,054,89

2,278,60 1,438,15!
263,07 158,49:
83,20¢ 26,77
37,73¢ 17,95:
106,90 87,33¢
29,62 35,55
(30,91) (427,849
117,55: 120,71
1,448,47; (200,369)
157,08 196,87
137,70 -
116,13( (437,849
(832,17) (40,41
(248,24) (96,38¢)
3,493,83! 449,22¢
14,819,26 4,383,12.
(35,672,40)  (5,572,24)
36,00( 9,69t
(3,139,39)  (1,210,13)
- (35,000)

63,991 15,89:
(38,711,80) _ (6,791,79)
27,352,501 5,345,501
347,70 665,47
2,150,001 600,00
(3,353,77)  (2,058,47)
(150,000) -
150,00 -
26,496,42. 4,552,49!
2,603,88 2,143,82
2,998,75: 854,93
$ 5,602,640 $ 2,998,75
$ 2,239,99. $ 1,176,20.
$ 17103 $ -
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RICK'S CABARET INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
Non-cash transactions:

During the year ended September 30, 2007, ther sélthe New York club converted $75,000 of priradifrom the related promissory n
into 10,000 shares of restricted common stock.

During the year ended September 30, 2007, the Coynparchased a 51% ownership interest of Playm@stlemens Club LLC fo
$1,533,750, payable with $500,000 cash at closmb125,000 shares of restricted common stock.

During the year ended September 30, 2007, the Coynimsieclosed on a residential house due to payment of a note receivable from
unrelated third party. The balance of the noteivadde was $55,175.

During the year ended September 30, 2007, the Coynpeguired the property relating to its new clnli=ort Worth, Texas for $2.5 millic
comprised of $100,000 in cash and a note payal#2.df million.

During the year ended September 30, 2007, the Coynfmeclosed on certain accounts and a note rabksvin the aggregate amoun
approximately $240,000. The net result of the @atien was that the Company wrote off the note awbunts and the related deferred
and recorded $53,000 in furniture and equipmettiénforeclosure.

During the year ended September 30, 2007, the holda convertible debenture converted $401,75@rwicipal and interest into 84,5
shares of restricted common stock.

During the year ended September 30, 2008, the Coynparchased Stellar Management Corporation anani@ardens Square One, It
owner/operator of Tootsie’ Cabaret in Florida for $25,486,000 (which inckidaventories and other assets), payable to thers
$15,486,000 in cash, $10,000,000 pursuant to twarse promissory notes in the amount of $5,000&&¢h, plus estimated transac
costs of $175,000.

During the year ended September 30, 2008, the Coynmarchased an aircraft through the issuancenoite payable of $1,561,500.

During the year ended September 30, 2008, in cdimmewith the acquisition of the remaining 49% da&ynates Gentlemes'Club LLC
the Company issued 35,000 common shares valuedDat@o0.

During the year ended September 30, 2008, the Caynparchased The End Zone, Inc., owner/operatdCrazy Horse Too Cabaret
Philadelphia for $7,985,000 payable to the sefE&$00,000 in cash and $4,485,000 pursuant tosthence of 195,000 shares of restri
common stock.

During the year ended September 30, 2008, the Coynparchased Hotel Development Ltd., owner/operafofhe Executive Club

Dallas, Texas for a total purchase price of $3,69®, which was paid through the issuance of 1529&fes of the Comparsytestricte
common stock and $46,490 in cash. The Company mlischased the real property associated with thi, dr a total consideration
$5,599,721, which was paid (i) $4,250,000, pay&6l#0,000 in cash and $3,640,000 through the issuaha five year promissory note
(ii) the issuance of 57,918 shares of the Compamgiicted common stock to be valued at $23.5Gpare.

During the year ended September 30, 2008, the Coynpaquired three entities to form a media divisfon a total consideration
$1,069,754, consisting of $700,000 in cash and4®lshares of restricted common stock.

During the year ended September 30, 2008, the twotfeconvertible debentures converted $825,000riotipal into 125,953 shares of
Company’s restricted common stock.

During the year ended September 30, 2008, the hofda convertible debenture converted $784,92@rwfcipal and interest into 156,1
shares of restricted common stock.

D uring the year ended September 30, 2008, the Compancthased the assets of North by East Entertaihirtel., owner/operator of tl
Platinum Club Il in Dallas, Texas for a total puask price of $1,500,000 cash. As part of the tictitsg the Company also acquired the
property associated with the club for a total cdesition of $6,000,000, which was paid $1,650,00@&ash and $4,350,000 through
issuance of a five-year promissory note. The Compadso incurred acquisition costs of $69,998, whigs paid in cash.

See accompanying notes to consolidated financgtstents.
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RICK'S CABARET INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Non-cash transactions: - continued

During the year ended September 30, 2008, the Coynparchased the assets of DI Food & Beverage stMegas, LLC, owner/operator
the Scores Club in Las Vegas, Nevada for a totedtase price of $18,147,498, payable through theaisce of a promissory note in
amount of $3,000,000, the issuance of 200,000 shafréhe Company' restricted common stock, and $12,066,667 in chisa.Compan

also incurred acquisition costs of $326,830, whiels paid in cash.

See accompanying notes to consolidated financétstents.
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RICK'S CABARET INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2008 and 2007

A. Nature of Business

Rick’'s Cabaret International, Inc. (the “Company8)a Texas corporation incorporated in 1994. Then@any currently owns and opere
nightclubs that offer live adult entertainment teesant, and bar operations. These nightclubsoaegdd in Houston, Austin, San Antonio, De
and Fort Worth, Texas, as well as Minneapolis, Msota, Philadelphia, Pennsylvania, Charlotte, NGdholina, New York, New York, Miar
Gardens, Florida, and Las Vegas, Nevada. The Coynplso owns and operates several adult entertaininégrnet websites and a me
division. The Company’s corporate offices are ledah Houston, Texas.

B. Summary of Significant Accounting Policies

A summary of the Company’s significant accountirgjcies consistently applied in the preparatibthe accompanying consolidated financial
statements follows:

Basis of Accounting

The accounts are maintained and the consolidateshdial statements have been prepared using theahdiasis of accounting in accorda
with accounting principles generally accepted m thhited States of America.

Principles of Consolidation

The consolidated financial statements include theoants of the Company and its subsidiaries. Siamt intercompany accounts
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of financial statements in confeymith accounting principles generally acceptedlie United States of America requ
management to make estimates and assumptionsffibiett @ertain reported amounts in the financiatesteents and accompanying notes. Ac
results could differ from these estimates and apsioms.

Cash and Cash Equivalents

The Company considers all highly liquid investmentth a maturity of three months or less when pasdd to be cash equivalents.
September 30, 2008 and 2007, the Company had roisuestments. The Company maintains depositsveraéfinancial institutions, whic
may at times exceed amounts covered by insuramséded by the U.S. Federal Deposit Insurance Cattpmr (“FDIC”). At September 30, 20!
and 2007, the uninsured portion of these depopjtscximated $1,675,000 and $569,000, respectivdig. Company has not incurred any lo:
related to its cash on deposit with financial itugibns.

Accounts and Notes Receivable

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

to five days after a purchase is made. The medigidn’s accounts receivable is primarily comprised okreables for advertising sales
Expo registration. The Company’s accounts receejatither is comprised of employee advances and otlszellaneous receivables. The long-
term portion of notes receivable are included imeotassets in the accompanying consolidated bakmeets. The Company recognizes int
income on notes receivable based on the termseofgiheement and based upon managemsentiluation that the notes receivable and int
income will be collected. The Company recognizelevwadnces for doubtful accounts or notes when, basedmanagement judgme
circumstances indicate that accounts or noteswaike will not be collected.
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RICK'S CABARET INTERNATIONAL, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
B. Summary of Significant Accounting Policies- continued
Marketable Securities

Marketable securities at September 30, 2007 comsistommon stock. Statement of Financial AccountBigndards (“SFAS"No. 115
Accounting for Certain Investments in Debt and BgSiecurities, requires certain investments be recorded atvilire or amortized cost. T
securities were written down to zero at SeptemBer2B808. The appropriate classification of the stweents in marketable equity is determi
at the time of purchase and re-evaluated at eaeimdza sheet date. As of September 30, 2008 and, 200 Companys marketable securiti
were classified as available-feale, which are carried at fair value, with uneadi gains and losses reported as other comprekeeimsiom:
within the stockholdersequity section of the accompanying consolidatechrizd sheets. The cost of marketable equity sessirgold i
determined on a specific identification basis. Tdie value of marketable equity securities is basedjuoted market prices. There have bee
realized gains or losses related to marketablerisiesufor the years ended September 30, 2008 07 20larketable securities held at Septer
30, 2008 and 2007 have a cost basis of approxiyndied,000. Due to lack of market transaction, thki® of marketable security was written
from the Company'’s balance sheet as of Septemh&0R3.

Inventories

Inventories include alcoholic beverages, food, &uwnpany merchandise. Inventories are carried atidiver 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. Praxadimr depreciation and amortization are made usirgightline rates over the estimated us
lives of the related assets and the shorter ofulidigés or terms of the applicable leases for ébaéd improvements. Buildings have estim:
useful lives ranging from 31 to 40 years. Furnifigquipment and leasehold improvements have estimageful lives between five and
years. Expenditures for major renewals and bettetsnthat extend the useful lives are capitalizedpeditures for normal maintenance
repairs are expensed as incurred. The cost ofsassket or abandoned and the related accumulategaation are eliminated from the accot
and any gains or losses are charged or creditdatinccompanying consolidated statement of operatibthe respective period.

Goodwill and Intangible Assets

In June 2001, the FASB issued SFAS No. 1@dpdwill and Other Intangibles Assetsvhich addresses the accounting for goodwill atiab!
intangible assets. Under SFAS No. 142, goodwill emi@ngible assets with indefinite lives are nogenamortized, but reviewed on an an
basis for impairment. The Company adopted SFASIM@. effective October 1, 2001. The Companghnual evaluation was performed a
September 30, 2008, based on a projected discowatdd flow method using a discount rate determimednanagement to be commenstL
with the risk inherent in the current business nhotlee Company determined that there is no impaitii@ the year ended September 30, :

or 2007. All of the Companyg’goodwill and intangible assets relate to the teigh segment, except for $567,000 related to tugiiaition of th
media division. Definite lived intangible assete amortized on a straight-line basis over theimesied lives. Fully amortized assets are written-
off against accumulated amortization.

Revenue Recognition

The Company recognizes revenue from the sale ohalc beverages, food and merchandise and sergict®e point-ofsale upon receipt
cash, check, or credit card charge. The Comparggrezes revenue for VIP memberships in accordantteStaff Accounting Bulletin No. 10
Revenue Recognitiolby deferring and recognizing over the estimated bemship usage period. Management estimates thatwvéighte
average useful lives for memberships are 12 anth@dths for annual and lifetime memberships, respagt The Company does not tre
membership usage by type of membership, howewsliigves these lives are appropriate and conseeydiased on managemenknowledge ¢
its client base and membership usage at the clubs.

The Company recognizes Internet revenue from mgprghbscriptions to its online entertainment sitdsem notification of a new or existi
subscription and its related fee are received filoenthird party hosting company or from the creditd company, usually two to three days i
the transaction has occurred. The monthly fee tsrefmndable. The Company recognizes Internet amatevenue when payment is recei
from the credit card as revenues are not deemadadde nor collection deemed probable prior to fiwint.

Revenues from the sale of magazines and relatedrtiging content are recognized when the issuaudighed and shipped. Revenues
external expenses related to the Company’s annyad Eonvention are recognized upon the completfdheconvention in August.
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B. Summary of Significant Accounting Policies- continued
Sales and Liquor Taxes

The Company recognizes sales and liquor taxesgsidvenues and an equal expense in accordanc&Mih06-3,How Taxes Colleted fron
Customers and Remitted to Governmental Authorllesuld Be Presented in the Income Statemdiutal sales and liquor taxes aggreg
$3,815,648 and $2,256,251 for the years ended @bpte30, 2008 and 2007, respectively.

Advertising and Marketing

Advertising and marketing expenses are primarilyngosed of costs related to public advertisememd giveaways, which are used
promotional purposes. Advertising and marketingeziges are expensed as incurred and are includgzemting expenses in the accompan
consolidated statements of operations.

Income Taxes

Deferred income taxes are determined using thditiainethod in accordance with SFAS No. 1@g;counting for Income Taxedeferred ta
assets and liabilities are recognized for the fitax consequences attributable to differencesdmatwhe financial statement carrying amoun
existing assets and liabilities and their respectax bases. Deferred tax assets and liabilitiesregasured using enacted tax rates expec
apply to taxable income in the years in which thieseporary differences are expected to be recovaredttled. The effect on deferred tax as
and liabilities of a change in tax rates is recegdiin income in the period that includes the enaat date. In addition, a valuation allowanc
established to reduce any deferred tax asset fmhwhis determined that it is more likely thantioat some portion of the deferred tax asse!
not be realized.

In June 2006, the FASB issued Interpretation No A& ounting for Uncertainty in Income Taxes, atetpretation of FASB Statement No. 1
Accounting for Income Taxes (FIN 48), to createirmgle model to address accounting for uncertaintyax positions. FIN 48 clarifies t
accounting for income taxes by prescribing a mimmwecognition threshold a tax position is requitedneet before being recognized in
financial statements. FIN 48 also provides guidamtelerecognition, measurement, classificatiorgrést and penalties, accounting in inte
periods, disclosure and transition. FIN 48 is dffecfor fiscal years beginning after December 2806. The Company has adopted FIN 48 |
October 1, 2007, as required. The adoption of FBNds had no effect on the Company's consolidateddial position, results of operations
cash flows. There are no unrecognized tax benefitisclose in the notes to the financial statesent

Comprehensive Income

The Company reports comprehensive income in acooedavith the provisions of SFAS No. 13BReporting Comprehensive Income
Comprehensive income consists of net income amkd#sses) on available-fgsele marketable securities and is presented icdhsolidate
statements of changes in permanent stockholdeugtyeq

Earnings Per Common Share

The Company computes earnings per share in acadeith SFAS No. 12&arnings Per ShareSFAS No. 128 provides for the calculatiol
basic and diluted earnings per share. Basic easneg share includes no dilution and is computedlikiding income available to comm
stockholders by the weighted average number of comshares outstanding for the period. Diluted emmiper share reflect the poter
dilution of securities that could share in the @zga of the Company.

Potential common stock shares consist of shardsntag arise from outstanding dilutive common stogitions and warrants (the numbe
which is computed using the “treasury stock methadiid from outstanding convertible debentures (thebar of which is computed using
“if converted method”). Diluted EPS considers thatemtial dilution that could occur if the Compasydutstanding common stock optic
warrants and convertible debentures were conventedcommon stock that then shared in the Compmaegrnings (as adjusted for inte
expense, that would no longer occur if the debesturere converted).
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Net earnings applicable to common stock and thghted- average number of shares used for basic and dikamings per share computati
are summarized in the table that follows:

2008 2007

Basic earnings per shal

Net earnings applicable to common stockhol $ 7,660,66 $ 3,054,89

Average number of common shares outstanding 7,931,12 5,700,541
Basic earnings per share $ 0.97 $ 0.54
Diluted earnings per shat

Net earnings applicable to common stockholt $ 7,660,66 $ 3,054,89

Adj. to net earnings from assumed conversion oedalres (1) - 79,20(

Adj. net earnings for diluted EPS computat $ 7,660,66 $ 3,134,09
Average number of common shares outstanc

Common shares outstandi 7,931,12: 5,700,541

Potential dilutive shares resulting from exerciégarrants and options (. 367,06: 294,73

Potential dilutive shares resulting from conversidlebentures (3) 115,00( 220,00(
Total average number of common shares outstandied for dilution 8,413,18: 6,215,28!
Diluted earnings per share $ 091 $ 0.5C

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

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

(3) Convertible debentures (principal and accrugdréest) outstanding at September 30, 2008 and &fi@ling $1,100,694 and $2,788,2
respectively, were convertible into common stocka airice of $12.00 and $25.32 in 2008 and $3.00%h80 per share in 2007. Debent
convertible into 115,000 shares were dilutive i®@nd debentures convertible into 220,000 shaere dilutive in 2007 (based on aver
balances outstanding).

Fair Value of Financial Instruments

In accordance with the reporting requirements cASHRo. 107 Disclosures About Fair Value of Financial Instrunienthe Company calculat
the fair value of its assets and liabilities wheghalify as financial instruments under this statetr@d includes this additional information in
notes to consolidated financial statements whetfidinevalue is different than the carrying valuetloése financial instruments. The estimatec
value of accounts receivable, accounts payableaancued liabilities approximate their carrying amitsudue to the relatively short maturity
these instruments. The carrying value of short mgterm debt also approximates fair value since thesguments bear market rates
interest. None of these instruments are held &alitig purposes.

Stock Options

At September 30, 2008, the Company has stock agptiatstanding, which are described more fully ineNld. The Company formerly accoun
for its stock options under the recognition and saeament principles of Accounting Principles BoéPB") Opinion No. 25,Accounting fo
Stock Issued to Employeesd related Interpretations. Effective OctoberdQ& the Company adopted the fair value recognpimvisions o
SFAS No. 123RShare-Based Paymentaising the modified prospective application methddder this transition method, compensation
recognized for the years ended September 30, 2002@07 includes the applicable amounts of: (a) mamation of all stockased paymer
granted prior to, but not yet vested as of Octdhe2006 (based on the gratate fair value estimated in accordance with thgimal provision:
of SFAS No. 123 and previously presented in pronfoifootnote disclosures), and (b) compensation foostll stockbased payments gran
subsequent to October 1, 2006 based on the dedatfair value estimated in accordance with the peovisions of SFAS No. 123R. T
compensation cost recognized for the year endede®dyer 30, 2008 and 2007 was $157,080 and $196/@8pectively, as a result
implementing SFAS No. 123R. There were 125,000 252,500 stock option exercises for the years erflgtember 30, 2008 and 2C
respectively.
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Impact of Recently Issued Accounting Standards

In December 2007, the Financial Accounting StanslaBdard (“FASB”) issued Statement of Financial Accounting StandaMds 141R
“Business Combinations,” (“SFAS 141R"SFAS 141R requires most identifiable assets, ligds| noncontrolling interests, and good
acquired in a business combination to be recordddllgfair value. The Statement applies to all imess combinations, including combinati
among mutual entities and combinations by contaime. Under SFAS 141R, all business combinatioiish& accounted for by applying t
acquisition method. SFAS 141R is effective for disgears beginning on or after December 15, 2008 wifi be effective for the Compa
beginning in fiscal 2010 for business combinatioosurring after the effective date.

In December 2007, the FASB issued Statement ofneinhAccounting Standards No. 160 dncontrolling Interests in Consolidated Finar
Statements — an amendment of ARB No. 51,” (“SFAB"L6SFAS 160 will require noncontrolling interests (goaisly referred to as minori
interests) to be treated as a separate componequdif/, not as a liability or other item outsidepermanent equity. The Statement applies t
accounting for noncontrolling interests and tratisas with noncontrolling interest holders in colidated financial statements. SFAS 16
effective for fiscal years beginning on or aftercBmber 15, 2008 and is effective for the Compargirimeng in fiscal 2010. The Company d
not expect that SFAS 160 will have a material imarcits financial statements.

In December 2006, the FASB issued Statement ofr€iah Accounting Standards No. 157, “Fair Value Bl@@ments,” (“SFAS 157" SFAS
157 clarifies the definition of fair value, desa&® methods used to appropriately measure fair yvalnd expands fair value disclos
requirements, but does not change existing guidasde whether or not an instrument is carriecaatvalue. For financial assets and liabilit
SFAS 157 is effective for fiscal years beginninteafNovember 15, 2007, which will require the Comp#o adopt these provisions in fis
2009. For nonfinancial assets and liabilities, SFS is effective for fiscal years beginning afiésvember 15, 2008, which will require
Company to adopt these provisions in fiscal 20h0F¢bruary 2007, the FASB issued Statement of Eiahccounting Standards No. 1
“The Fair Value Option for Financial Assets anddfinial Liabilities,” (“SFAS 159”).SFAS 159 provides companies with an option to r
selected assets and liabilities at fair value. THeement contains financial statement presentatial disclosure requirements for assets
liabilities reported at fair value as a consequeoicéhe election and is effective for the Compamgibning in fiscal 2009. The Compan)
currently in the process of assessing the impattSFRAS 157 and SFAS 159 may have on the Company'solidated financial statements.

The Staff of the Securities and Exchange Commis&ened Staff Accounting Bulletin ("SAB") 110 whiexpresses the views of the s
regarding the use of a "simplified" method, as assed in SAB No. 107 ("SAB 107"), in developing estimate of expected term of "pl
vanilla" share options in accordance with Statenm@nEinancial Accounting Standards No. 123 (revigff4), Share-Based Paymentin
particular, the staff indicated in SAB 107 thatvitl accept a company's election to use the singaifnethod, regardless of whether the com
has sufficient information to make more refinedreates of expected term. At the time SAB 107 wasesl, the staff believed that more det:
external information about employee exercise beajrge.g., employee exercise patterns by industdfaarother categories of companies) wa
over time, become readily available to companidé®r&fore, the staff stated in SAB 107 that it woodd expect a company to use the simpl
method for share option grants after December 8Q7 2The staff understands that such detailed imd¢ion about employee exercise behe
may not be widely available by December 31, 200@cakdingly, the staff will continue to accept, undertain circumstances, the use of
simplified method beyond December 31, 2007. The @am has utilized the simplified method for optigrants during the year enc
September 30, 2007. There were no option graniagltite year ended September 30, 2008.

C. Reclassifications

Certain prior year amounts have been reclassifiemhform to the current year presentation.
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D. Property and Equipment

Property and equipment consisted of the following:

September 30
2008 2007
Buildings and lant $ 33,965,03 $ 15,275,24
Leasehold improvemen 10,274,69 5,974,18:
Furniture 2,044,14 1,404,25!
Equipment 11,687,19 4,365,93!
Total property and equipme 57,971,07 27,019,61
Less accumulated depreciation 7,932,80! 5,654,20.
Property and equipment, net $ 50,038,26. $ 21,365,41
E. Goodwill and Intangible Assets
Goodwill and intangible assets consisted of thio¥ahg:
September 30
2008 2007

Indefinite useful lives

Goodwill $ 37,159,35 $ 7,280,117

Licenses 39,298,34. 12,899,43

Amortization
Period

Definite useful lives

Discounted lease 18 & 6 years 146,56¢ 146,56¢

Non-compete agreemer 5 years 1,672,00! 772,00(

Less accumulated amortization (483,06() (219,981
Total goodwill and intangible assets $ 77,793,200 $ 20,878,19

Future amortization expense related to definitedivntangible assets subject to amortization ate®eiper 30, 2008 for each of the years ir
five-year period ending September 30, 2013 andetftmr is 2009 - $400,489, 2010 - $348,990, 20%294,240, 2012 - $192,654, 2013 -
$76,647, and thereafter - $22,489.

Goodwill and indefinite lived intangible assets sish of sexually oriented business licenses or gilhdvhich were obtained as part of
acquisitions. These licenses are the result ofrpardinances, thus are valid indefinitely, subjectiling annual renewal applications, which
done at minimal costs to the Company. As cash flamsexpected to continue indefinitely, in accomawith SFAS No. 142Goodwill and
Other Intangible Assetsthe licenses are determined to have indefinigfulidives. The discounted cash flow method of meoapproach wi
used in calculating the value of these licensesbusiness combination.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

F. Long-term Debt

Notes payable at 9%, mature February 2
Notes payable at-11%, mature August 201

Notes payable at 10%, mature December 2014 anddaf015
Note payable at 7%, matures October 2012, collierhby assets of RCI Entertainment Nc
Carolina, Inc

Note payable at 7.5%, matures August 2

Convertible note payable to related party at 12%tumes August 2009, converted to common sto
July 2008

Convertible note payable at 4%, matures May 20dateralized by assets of RCI Entertainment
New York, Inc.

Convertible notes payable to related parties at,18%iured and converted to common stock in A
2008

Convertible note payable at 10%, converted to comstock in November 2007, unsecu
Note payable at 7%, matures December 2

Note payable at 4.9%, matures December 2010, eddliied by equipmer

Note payable at 7.25%, matures May 2!

Notes payable to related parties at 12%, matureshidper 200¢
Notes payable at 14%, mature November 30, 201(@tecdlized by stocks of Miami Gardens Sqt
One, Inc. and Stellar Management, |

Note payable at 6.15%, matures February 2028,teddlized by an aircra

Note payable at the greater of 2% above prime&$#07(7.5% at September 30, 2008), matures /
2013

Note payable at the greater of 2% above prime&$oy7(7.5% at September 30, 2008), matures
2013

Convertible notes payable at 10%, matures May :
Note payable at 8%, matures September :
Convertible note payable at 10%, matures Octob&6 20

Total debt

Less current portion

Total long-term debt

* Collateralized by real esta
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September 30

2008 2007
$ - $ 1,839,77
2,070,66! 1,168,70:
2,696,799 2,759,71:
208,52¢ 251,15¢
918,55: 1,187,30:
- 615,41:
1,023,96! 1,727,66!
- 825,00(
- 691,68t
357,41 377,62
16,56( 23,35¢
2,117,66. 2,319,941
600,00( 600,00(
10,000,00 -
1,538,97: -
3,606,68: -
4,327,16! -
100,00( -
3,020,00! -
954,44 -
33,557,40 14,387,33
2,644,54. 3,291,15:
$ 30,912,86. $ 11,096,18
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F. Long-term Debt - continued

On July 22, 2005, the Company entered into a sdatoevertible debenture with a greater than 10%es$twder for a principal sum of $660,0
The debenture was convertible into 220,000 shdréseoCompanys common stock at a conversion price of $3.00 paresat the option of t
holder (subject to certain limitations). The termasafor three years and interest rate is at 12%apeum. The debenture was converted
220,000 common shares in July 2008. The Compamyisdsied 50,000 detachable warrants at $3.00 [aee $h relation to this debenture. -
warrants were exercisable at any time within theogebeginning on July 22, 2005 and expiring ony 22, 2008 and were exercised in .
2008. The value of the discount on note payable estisnated to be $106,656 at the date of grangusiBlack-Scholes optiopricing mode
with the following assumptions:

Volatility 138%
Expected life 3 years
Expected dividend yiel -

Risk free rate 4.31%

For the years ended September 30, 2008 and 208, dmpany recorded $29,627 and $35,552, respectfehterest expense. The deben
was secured by the Company’s ownership in Citdtimd, LLC and RCI Holdings, Inc., both are wholkymed subsidiaries of the Company.

The Company has accounted for this transaction ruBdeerging Issues task Force (“EITF”) Issue No.20QApplication of Issue No. 9B8-tc
Certain Convertible InstrumentsThe value of the embedded beneficial conversaatuire on the note payable was estimated to b&85%%
which was calculated using the EITF Issue No59&odel. For the years ended September 30, 2002@0id, the Company recorded $14,
and $17,952, respectively, of interest expenséaeho the value of the embedded beneficial conveifeature.

As a part of the purchase the New York club, thenffany obtained a $5.125 million promissory noteringasimple interest at the rate of 4.
per annum with a balloon payment at the end of yiwars. $2,000,000 of the principal amount of trenpssory note is convertible into share
restricted common stock at prices ranging from @4d® $7.50 per share. For the year ended SepteBthe2007, $75,000 of principal w
converted into 10,000 shares of the Company’sictstt common stock.

On February 6, 2006, the Company issued a Conleifibbenture (the “Debenturef) an unrelated investment group for the princqah o
$1,000,950 bearing interest at the rate of 10%aueum, with a maturity date of February 1, 2009déinthe terms of the Debenture,
Company was required to make three quarterly istggayments beginning May 1, 2006. ThereafterQbmpany is required to make nine e«
quarterly principal and interest payments. At ainyetafter 366 days from the date of issuance af Brébenture, the Company had the rigl
redeem the Debenture in whole or in part duringtémm of the Debenture. At the election of the koldhe holder had the right at any tim
convert all or any portion of the principal or irest amount of the Debenture into shares of thegaoyls common stock at a rate of $4.75
share, which approximates the closing price ofGlenpany’s stock on February 6, 2006. The proceédseoDebenture were used pay ofi
certain debt and increase working capital. Durlmg year ended September 30, 2007, the holder katkdlto convert $401,752 of principal
interest into 84,579 shares of the Compamng'stricted common stock. In November 2007, tHddrcelected to convert all remaining principz
$691,689 and accrued interest of $21,448 into BDshares of the Company’s restricted common stock.

On April 28, 2006, the Company entered into conbkrtdebentures with three shareholders, one ofhwisi a greater than 10% shareholder,
principal sum of $825,000. The debentures matunel 89, 2009 and bore interest at a rate of 12%gwerum. At the election of the holders,
holders had the right to convert (subject to cartanitations) until April 30, 2008, all or any pan of the principal amount of the debentt
into shares of the Company’s common stock at aogb$6.55 per share, which approximated the clogirice of the Compang’stock on Apr
28, 2006. The holders converted the debenturespril 2008 into 125,953 shares of the Compangbmmon shares. The proceeds of
debentures were used for the acquisition of Joarit\Mres, Inc.
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On August 24, 2006, as part of the purchase ol il San Antonio, Texas (formerly known as “Cefulels”), the Company obtained thi
promissory notes: a $400,000 note bearing simpkrest at the rate of 12% per annum and maturingcia007, a $200,000 note beal
interest at the rate of 12% per annum maturing lr2007, and a $1,700,000 note bearing intetdsiearate of 7.5% with a balloon paym
at end of five years. These notes payable are sgdwyr the real estate.

On November 9, 2006, the Company entered into atible debentures with three shareholders for aggal sum of $600,000. The term is
two years and the interest rate is 12% per annutnthd election of the holders, the holders have rtgbt to convert (subject to certi
limitations) all or any portion of the principal ammnt of the debentures into shares of the Comgaty'mon stock at a rate of $7.50 per sl
which was higher than the closing price of the Canys stock on November 9, 2006. The debentures prpaiaent shareholder approval,
the number of shares of the Compangbmmon stock that may be issued by the Compamcaquired by the holders upon conversion o
debentures shall not exceed 19.99% of the totalbeurof issued and outstanding shares of the Compairyymmon stock. The proceeds of
debentures were used for the acquisition of a 5&#teoship interest of Playmates Gentlense@lub LLC. The debentures were paid in cas
November 2008

On April 23, 2007, RCI Holdings, Inc., the Companwholly owned subsidiary ("RCI"), entered intoassignment of a certain real estate ¢
contract between the owner of the property and W.Kinc. for the purchase of the real property fedaat 7101 Calmont, Fort Worth, Te
76116 (the "Real Property") where the club is ledafor a total purchase price of $2,500,000, whiohsisted of $100,000 in cash .
$2,400,000 payable in a six year promissory notéheosellers which will accrue interest at the mait&.25% for the first two years, 8.25%
years three and four and 9.25% thereafter (themiBsory Note"). The Promissory Note is secured lideed of trust and security agreem
Further, the Company entered into an assignmentagadmption of lease agreement with sellers tonasshe lease agreement for the |
Property.

On October 12, 2007, the Company borrowed $1,0Q0f@0n an investment company under terms of a 16Atertible debenture. Interest o
is payable quarterly until the principal plus a@ttinterest is due in nine equal quarterly paymbatgnning in October 2008. The debentu
subject to optional redemption at any time afteé® @6ys from the date of issuance at 100% of thecipal face amount plus accrued interest.
debenture plus any outstanding convertible intagsesbnvertible by the holder into shares of thenpanys common stock at any time priol
the maturity date at the conversion price of $12spare.

In connection with the acquisition of TootdE&Cabaret in Miami Gardens, Florida, the Comparngred into two Secured Promissory Notes |
total of $10,000,000 (the "Notes"). The Notes hiatarest at the rate of 14% per annum with theggpad payable in one lump sum paymen
November 30, 2010. The Company canno-pay the Notes during the first twelve (12) monthgreafter, the Company may prepay the N
in whole or in part, provided that (i) any prepayrmby the Company from December 1, 2008 throughdidser 30, 2009, shall be paid at a
of 110% of the original principal amount and (ifjyaprepayment by the Company after November 30920ty be prepaid without penalty i
rate of 100% of the original principal amount. TiNetes are secured by the stock of the companiesiradgqunder a Pledge and Sect
Agreement.

Effective February 1, 2008, the Company borrowed@®1,000 from a lender. The funds were utilizegay off certain other Company deb
the amount of $1,797,529. The new debt bears sttete9% and interest is payable monthly until BEaby 1, 2013 at which time the principe
due in full. The note is collateralized by cert@lompany-owned property in Minneapolis, Minnesota.

In February 2008, the Company borrowed $1,561,50® fa lender. The funds were used to purchaseraratii The debt bears interest at 6.-
with monthly principal and interest payments of 8PB beginning March 12, 2008. The note matureBabruary 12, 2028.

As part of the acquisition of the Executive ClubDallas, the Company acquired the related Real éttpgrom DPC Holdings, LLC, a Tex
limited liability company ("DPC"). As part of theonsideration for the purchase of the Real Propémy Company entered into a $3,640,000
year promissory note (the "Promissory Note"). Thenfissory Note bears interest at a varying rateereater of (i) two percent (2%) above
Prime Rate or (ii) seven and one-half percent (§,58d is guaranteed by the Company and Eric Lantien Company Chief Executiv
Officer, individually.
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As part of the acquisition of the Platinum Clubirl Dallas, the Company acquired the Real PropedmnfWire Way, LLC, a Texas limit
liability company (“Wire Way"). Pursuant to a Rdadtate Purchase and Sale Agreement (the “RealeE&tatement’dated May 10, 2008, t
Company paid total consideration of $6,000,000,clwvhivas paid $1,650,000 in cash and $4,350,000 ghralie issuance of a five (5) y
promissory note (the “Promissory NoteThe Promissory Note bears interest at a varying aatthe greater of (i) two percent (2%) above
Prime Rate or (ii) seven and one-half percent (7,5%hich is guaranteed by the Company and by Eaiegan, the Compang'Chief Executiv
Officer, individually.

On September 5, 2008, as part of the purchaseloban Las Vegas, Nevada (formerly known as “Sstreghe Company obtained an unseci
promissory note in the amount of $3,000,000 beasintple interest at the rate of 8% per annum wiflve year amortization, with the initi
monthly payment due in April 2009 and a balloonmant of all then outstanding principal and intergsbn the expiration of two (2) years fr
the execution of the note.

In May 2008, the Company borrowed $150,000 from twwelated individuals under terms of a 10% conbkertdebenture. Interest only
payable quarterly beginning in August 2008 and ib&e matures on May 2009. At the election of th&déis, the holders have the righ
convert (subject to certain limitations) all or apgrtion of the principal and interest amounts lid tlebentures into shares of the Company’
common stock at a rate of $25.32 per share. On stgfly 2008, the Company paid part of the prindipéhe amount of $50,000 in cash.

Future maturities of long-term debt consist of fiblleowing:

2009 $ 2,644,54
2010 4,512,34!
2011 11,710,24
2012 872,69
2013 2,777,77
Thereafter 11,039,81

Total maturities of long-term debt $ 33,557,40

G. Income Taxes

The provision for income taxes consisted of théofeing for the years ended September 30, 2008 806d:2

2008 2007
Current $ 1,991,500 $ 436,81
Deferred 1,448,47. (200,36
Total income tax expense $ 343997 $ 236,441

Income tax expense for the years presented differa the “expectedfederal income tax expense computed by applyingulte federe
statutory rate of 34% to earnings before incomegdsrr the years ended September 30, as a reghk &llowing:

2008 2007
Computed expected tax expel $ 3,774,220 $ 1,119,05
State income taxe 220,99 32,91!
Stock option disqualifying dispositions and otherrpanent difference (346,34 (584,51t
Net operating loss carryforwa - (286,83t
Change in deferred tax valuation allowal (154,679 (44,17(
Other (54,216) -
Total income tax expense $ 3,439,970 $ 236,44t
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Deferred income taxes reflect the net tax effeétseemporary differences between the carrying am®uitassets and liabilities for financ

reporting purposes and the amounts used for indampurposes. The significant components of the gam’s deferred tax assets and liabili
at September 30 are as follows:

2008 2007
Deferred tax assets (liabilities
Bad debts allowanc $ 96,81¢ $ 93,56(
Goodwill and indefinite lived intangible (15,266,64) (5,019,81
Property and equipme (1,815,89) 481,17,
Net operating losse - 154,67
Unrealized (gain)/loss on marketable securi 4,671 (7,00¢
Other 213,03 139,36!
Valuation allowance - (154,67
Net deferred tax liabilities $ (16,768,02) $ (4,312,72
The net deferred tax liabilities are recorded i blalance sheets as follows:

2008 2007
Current assel $ 126,23t $ 78,77.
Long-term liabilities (16,894,25) (4,391,49
Net deferred tax liabilities $ (16,768,02) $ (4,312,72

At September 30, 2007, the Company had net opgrédss carryforwards related to a subsidiary notuided in the Compang’consolidate
income tax return of approximately $442,000, wheasipire in 2027 and were fully reserved with a vébraallowance due to uncertainty of
timing and amounts of future taxable income of thibsidiary. During the year ended September 308,2he remaining 49% of this subsidi
was acquired and the carryforwards were utilized.

During the 2007 fiscal year, the Company realizkdt tcertain deferred tax liabilities needed to beognized relating to prior busin
acquisitions and recorded these in the Septemhe208Y balance sheet. The offset to the deferpetidhilities was to goodwill. The recogniti
of these balance sheet items had no effect on iadamexpense for any period.

H. Stock Options

In 1995, the Company adopted the 1995 Stock Oftlan (the “1995 Planor employees and directors. In August 1999, then@any adopte
the 1999 Stock Option Plan (the “1999 Plan”) (atileely, “the Plans”).The options granted under the Plans may be eitit@mmtive stoc
options, or norgualified options. The Plans are administered leyBbard of Directors or by a compensation committfiete Board of Director
The Board of Directors has the exclusive powerdfed individuals to receive grants, to establisa terms of the options granted to €
participant, provided that all options granted kbal granted at an exercise price equal to at & of the fair market value of the comr
stock covered by the option on the grant date amdake all determinations necessary or advisatldenthe Plans.
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Following is a summary of options for the yearsesh&eptember 30, 2008 and 2007:

Weighted Aggregate Intrinsic
Average Weighted Average Value at
Exercise Remaining September 30,
Price Contractual Term 2008

Outstanding at October 1, 20 727,500 $ 2.7

Grantec 70,00( 9.4C

Forfeited - -

Exercised (252,500 2.5¢

Outstanding at September 30, 2( 545,00( 3.6(

Grantec - -

Forfeited - -

Exercised (125,000 2.7¢€

Outstanding at September 30, 2008 420,00( $ 3.8¢€ 1.2t $ 2,502,75I

Exercisable at September 30, 2008 410,00( $ 3.7 118 $ 2,498,55I

As of September 30, 2008, the range of exercisegifior outstanding options was $2.49 - $9.40.

In August 2007, the Company issued 10,000 stoclowegtto each Director who is a member of the Comjmaudit Committee and 5,0
options to the Company’'other Directors. These options (50,000 in tdiaome exercisable on August 24, 2008, have agtrike of $9.40 p:
share and expire in August 2009. On the same datefficer received 20,000 options to purchaseeshaf the Compang’common stock at .
exercise price of $9.40 as compensation. The sbptions, which expire on August 24, 2012, vest aves years with 10,000 stock optic
becoming exercisable on August 24, 2008 and 10s@fXk options becoming exercisable on August 28920

The fair value of options issued for the year en8egdtember 30, 2007 were estimated to be $2191ff@ alate of grant using a Bla8chole
option-pricing model using the following weightedeaage assumptions:

Volatility 75%
Expected live: 2.38 year
Expected dividend yiel -
Risk free rate: 4.42%
Expected forfeiture rat 14%

The expected lives were determined by using thel#ied method in accordance with Staff AccountBglletin 107.

The BlackScholes option valuation model was developed ferinestimating the fair value of traded optionkjclk have no vesting restrictic
and are fully transferable. In addition, optionuation models require the input of highly subjeetassumptions

including the expected stock price volatility. Basa changes in the subjective input assumptionsnezdarially affect the fair value estimate
management's opinion, the existing models do noesearily provide a reliable single measure oflrevalue of its employee stock options.

During the years ended September 30, 2008 and 200 Gompany recorded $157,080 and $196,871 ok4tased compensation, respectiv
Total unamortized stock compensation expense deBdger 30, 2008 was $44,065 and will be fully exgeehin fiscal year 2009.
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Leases

The Company leases certain equipment and facilitieler operating leases, of which rent expenseapproximately $2,431,000 and $1,494,
for the years ended September 30, 2008 and 20§7ectvely.

Rent expense for the Company’s operating leaseshvgenerally have escalating rentals over the tfrthe lease, is recorded using the straight-
line method over the initial lease term wherebygnal amount of rent expense is attributed to gaciod during the term of the lease, regarc

of when actual payments are made. Generally, #sslts in rent expense in excess of cash paymenitsgdthe early years of a lease and
expense less than cash payments in the later yderdifference between rent expense recognizecetudl rental payments is recorded as ¢
long-term liabilities in the consolidated balanbests.

Future minimum annual lease obligations as of Sepéz 30, 2008 are as follows:

2009 $ 3,261,19C
2010 3,233,95¢
2011 2,280,48-
2012 1,947,15¢
2013 1,940,18¢
Thereafter 8,873,224

Total future minimum lease obligations $ 21,536,19

Legal Matters
Sexually Oriented Business Ordinance of Houston, kas

In 1997, the City of Houston passed a comprehensaw ordinance regulating the location of and theduct within sexually orient
businesses (the “Ordinance”), which became theestilgf litigation, which affects the CompasySexually Oriented Business license
Houston, Texas. After extensive litigation, thealCourt in Houston rendered its judgment in fagbthe City of Houston in January 2007. "
Trial Court found that the City of Houston metlitsrden that there were sufficient alternate siteslable to relocate all of the existing sexu
oriented businesses in Houston in 1997. The TralrCfound the Ordinance constitutional and enfabde. Postrial motions were heard and
relief sought, a stay against enforcement, wasedehy the Trial Court. An appeal to the Fifth CitcQourt of Appeals was timely filed. T
Fifth Circuit granted a stay pending appeal. Orguaent was held before the Fifth Circuit CourtAgpeals in August 2007. The Fifth Circ
Court of Appeals ruled in favor of the City of Hoois in September 2007. Pleadings were filed seekirgjay against enforcement of
provisions of the Ordinance with the United Steepreme Court in conjunction with the request thatUnited States Supreme Court he¢
appeal of the Fifth Circuit Court of Appeals rulinthe United States Supreme Court refused to heamatter.

Additionally, the Company filed on behalf of threkthe Companys club locations in Houston state court lawsuitksegy judicial review of th
results of the amortization process contained withe Ordinance. The amortization process was dhat&998 due to the possible multiplic
of court actions. The final order by the Trial Corgsulted in the termination of the abatementalaived the amortization process to continu
provided in the Ordinance. Trial on the amortizatimases was held in April 2008. At the conclusidnthe trial, the Court ruled that t
amortization awards were proper and requesteditidihgs of fact and conclusions of law be subnditte the Court as well as a judgment in
case. A form of judgment has been entered by thetCbdhe amortization award periods have alreagjred for the Company’ affected club
An appeal of the amortization review by the Ha@sunty District Court was filed. A stay sought lnetclubs during the appeal was denie:
the event all efforts to stop enforcement activéy and the City of Houston elects to enforce jimgment, the Company, as well as every ¢
similarly situated sexually oriented business ledawithin the incorporated area of Houston, Texél,have to either cease providing nude
semi-nude entertainment or develop alternate metbbdperating. We have already taken steps theltite Compang’ entertainers in a mani
to eliminate the need for licenses and not to lgesti to the Ordinance. Approximately 9.4% of thempany’s club operatios’revenues ai
2.2% of income before income taxes for the twehanths ended September 30, 2008 were in HoustorasTdixis unknown at this time whet
this will have a material effect on the Companypemtions.
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Other Legal Matters

Beginning January 1, 2008, the Companyexas clubs became subject to a new state lawirireg|each club to collect a $5 surcharge for g
club visitor. A lawsuit was filed by the Texas Eméénment Association, an organization to which @@mpany is a member, alleging the
amounts to be an unconstitutional tax. On MarchZZ®)8, a State District Court Judge in Travis Cguiiiexas ruled that the new state
violates the First Amendment to the United Statesdiitution and is therefore invalid. The judgerder enjoined the State from collectin
assessing the tax. The State has appealed théscading. In Texas, when cities or the State giogae of appeal, it supersedes and suspeni
judgment, including the injunction. Therefore, jbdgment of the District Court cannot be enforcedilithe appeals are completed. Given
suspension of the judgment, the State has optedltect the tax pending the appeal. The Companyplas the tax for the first three calen
quarters under protest and expensed the tax iadt@mpanying financial statements. The Compaigxas clubs have filed a lawsuit agains
State to demand repayment of the taxes.

For all the above legal matters, no contingentrieseas liabilities have been recorded in the apamying balance sheets as such pote
losses are not deemed probable or estimable.

J.  Segment Information

The following information is presented in accordamdth SFAS No. 131Disclosures about Segments of an Enterprise andt®&&lnformatior
The Company is engaged in adult nightclubs, adoieréainment websites (“Internetgnd adult entertainment magazines and trade ¢
(“Media”). The Company has identified such segmdiatsed on management responsibility and the nafutee Companys products, servic
and costs. There are no major distinctions in gmulgcal areas served as all operations are in tlied) States. The Company measures se¢
profit as income from operations. Total assetslawee assets controlled by each reportable segment.

The following table sets forth certain informatiabout each segment’s financial information forykars ended September 30:

200¢ 2007
Business segment sali
Night clubs $ 58,412,500 $ 31,283,31
Internet 715,75¢ 730,62¢
Media 801,21*

$ 59,929,47 $ 32,013,94
Business segment operating incol

Night clubs $ 17,01859 $ 6,643,19
Internet 148,19 111,91¢
Media (28,01¢) -
General corporate (3,418,75I) (2,651,43)

$ 13,720,02 $ 4,103,68!
Business segment capital expenditu

Night clubs $ 11,009,54 $ 2,821,22
Internet 3,03¢ 2,14¢
General corporate 19,938,87 2,686,10:

$ 30,951,45 $ 5,509,47.
Business segment depreciation and amortiza

Night clubs $ 2,015,001 $ 1,341,34l
Internet 15,53¢ 23,05¢
Media 10,00( -
General corporate 501,13 232,24¢

$ 2,541,68 $ 1,596,65!
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J.  Segment Information - continued

2008 2007
Business segment asse
Night clubs $ 97,583,95 $ 29,738,13
Internet 196,29( 110,87:
Media 1,128,21i -
General corporate 38,160,34 17,226,75

$ 137,068,80 $ 47,075,76

K. Common Stock
During the year ended September 30, 2007, theWollp common stock transactions occurred:

Stock options totaling 252,500 shares were exadclse employees and directors for proceeds of $&80,Rlso, 675,000 shares of
Companys common stock were sold in two private transastifim $5,345,500, net of offering costs. The Conypalso sold 125,000 sha
subject to put rights for $1,033,750. The sellethef New York club converted $75,000 of princigalnf the related promissory note into 10,
shares of restricted common stock. The Compangis84,579 shares of common stock for $401,751iotipal and interest owed on exist
convertible debt.

During the year ended September 30, 2008, theWollp common stock transactions occurred:

Stock options totaling 125,000 shares were exeaicise employees and directors for proceeds of $307,Also, 1,837,000 shares of
Companys common stock were sold in two private transastifum $27,352,500, net of offering costs. The Comypalso sold 611,740 sha
subject to put rights for $13,448,594. The Compemsyied 552,069 shares of common stock for $2,4B89¢%2rincipal and interest owed
existing convertible debt. The Company also isse@@®00 shares in connection with the Las Vegassaetion which were accounted for ¢
deduction from additional paid in capital of $10#)3ue to the accounting for the related put opsicares.

L. Related Party Transactions

In May 2002, the Company loaned $100,000 to Erindam, Chief Executive Officer of the Company. Thtenis unsecured, bears intere:
11% and is amortized over a period of ten yearse. idte contains a provision that in the event Mmdan leaves the Company for any ree
the note immediately becomes due and payable inTiaé balance of the note was approximately $61 @i0September 30, 2007 and is inclt
in other assets in the accompanying consolidatézhba sheets. The note was paid off in full subeatito September 30, 2007.

On July 22, 2005, the Company entered into a sdatoevertible debenture with a greater than 10%e$twder for a principal sum of $660,0
The debenture matured on August 1, 2009 and batesest at a rate of 12% per annum. The debentaseawnverted to 220,000 share
common stock in July 2008. The Company also is&§iefl00 detachable warrants at $3.00 per shardatia® to this debenture. The warre
were exercised in July 2008. The value of the dist@n note payable was estimated to be $106,68tealate of grant using a BlaSchole
option-pricing model with the following assumptions

Volatility 138%
Expected life 3 year:
Expected dividend yiel -
Risk free rate 4.31%

For the year ended September 30, 2008 and 200G dhwany recorded $29,627 and $35,552 of intergstrese, respectively. The deben
was secured by the Compasydwnership in Citation Land, LLC and RCI Holdingis¢., both are wholly owned subsidiaries of them(pany
The Company has accounted for this transaction uBdeerging Issues task Force (“EITF”) Issue No.20QApplication of Issue No. 9B8-tc
Certain Convertible InstrumentsThe value of the embedded beneficial converseature on the note payable was estimated to be855
which was calculated using the EITF Issue No59&odel. For the years ended September 30, 2002@0id, the Company recorded $14,
and $17,952, respectively, of interest expenseeaeim the value of the embedded beneficial commerfgature.

On April 28, 2006, the Company entered into conblrtdebentures with three shareholders, one ofhwisi a greater than 10% shareholder,
principal sum of $825,000. The debentures matunel 89, 2009 and bear interest at a rate of 12%apeium. Atthe election of the holders, 1
holders had the right to convert (subject to cartamitations) until April 30, 2008, all or any piwn of the principal amount of the debent
into shares of the Company’s common stock at ach®6.55 per share, which approximates the clopiige of the Compang’stock on Apr
28, 2006. The shares were converted in April 2088 125,953 shares of common stock. The shareswih@n Stock underlying the princij
amount of the debentures had piggyback registratgirts and were registered with the SEC in Jur@20he proceeds of the debentures
used for the acquisition of Joint Ventures, Inc.
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On November 9, 2006, the Company entered into atible debentures with three shareholders for aggal sum of $600,000. The term is
two years and the interest rate is 12% per annutmthd election of the holders, the holders have rtgbt to convert (subject to certi
limitations) all or any portion of the principal ammnt of the debentures into shares of the Comgatymmon stock at a rate of $7.50 per sl
which was higher than the closing price of the Canys stock on November 9, 2006. The debentures prpaiaent shareholder approval,
the number of shares of the Compangdmmon stock that may be issued by us or acqbirélle holders upon conversion of the debenturaH
not exceed 19.99% of the total number of issuedautstanding shares of the Compangbmmon stock. The proceeds of the debentures
used for the acquisition of a 51% ownership intecdPlaymates GentlemenClub LLC. These debentures matured and wereipaidsh il
November 200€

M. E mployee Retirement Plar

The Company sponsors a Simple IRA plan (the “Blavhich covers all of the Company’s corporate ¢éogpes. The Plan allows the corporate
employees to contribute up to the maximum amodawald by law, with the Company making a matchingtdbution of 3% of the employee’s
salary. Expenses related to matching contributioriee Plan approximatekl44,000 and $39,000 for the years ended Septemb&088 and
2007, respectively.

N. Acquisitions and Dispositions

On April 5, 2006, the Comparg/'wholly owned subsidiary, RCI Holdings, Inc. coeteld the acquisition of real property located a9
Airport Blvd., Houston, Texas where the Companyrently operates Club Onyx South (previously Humngpsrts Bar and XTC South cluk
Pursuant to the terms of the agreement, the Compaidya total purchase price of $1,300,000, whimhststed of $500,000 in cash and 160
shares of the Compargytestricted common stock. The purchase price F0R1000 was determined to be the fair value ofélaé property bas
on the nature of the restrictions of the sharegseidsn the transaction. As part of the transacttbe, Company agreed to file a registra
statement for the resale of such restricted comstock within 45 days after the closing. The registn statement became effective on Jun
2006. Additionally, nine months after the filing thfe registration statement, the Seller has tha,rigut not the obligation, to have the Comg
buy the shares at a price of $5.00 per share ateaof no more than 10,000 shares per month wnth $ime as the Seller receives a tot:
$800,000 from the sale of such shares. Alternatjible Seller has the option to sell such shargearopen market. As of September 30, 2
90,000 of the shares of restricted common stoclewtassified on the consolidated balance sheetrapdrary equity in accordance with E
Topic D-98,Classification and Measurement of Redeemable S@=irDuring the year ended September 30, 2008, tHerS&impleted the se
of the related shares and the Company reclassiie80,000 shares out of temporary to permanerityedine transaction was the result of arms-
length negotiations between the parties.

On November 10, 2006, the Company purchased a mférship interest of Playmates Gentlense@lub LLC, an operator of an adult nightc
in Austin, Texas. The club is located at 8110 Spiale Street. The purchase price of $1,533,750paas$500,000 cash at closing and 125
shares of the Company’s restricted common stodkiedaat $8.27 per share in accordance with EITER®9The club has been converted
Rick’s Austin. As part of the agreement, twelve monfter ghe closing date, the seller has the right,rtmi the obligation, to have the Comp
buy the shares at a price of $8.00 per share ateaaf no more than 5,000 shares per month unti sime as the seller receives a tote
$1,000,000 from the sale of such shares. Alterebtivthe seller has the option to sell such shardke open market. The transaction was
result of arms-length negotiations between theigrmrt

The following information summarizes the allocatimirfair values assigned to the assets and liaslit the acquisition date.

Property and equipme $ 633,41:
Non-compete agreeme 175,00(
Goodwill 725,33
Net assets acquire $ 1,533,75

The results of operations of this acquired entityiacluded in the Comparg/tesults of operations since November 10, 200&oRna results ¢
operations have not been provided, as the amoueres mot deemed material to the consolidated firstatements. The transaction follows
Company’s growth strategy.
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On April 23, 2007, the Company completed a transador the purchase of 100% of the outstanding mam stock of W.K.C., Inc., a Tex
corporation (the "Business"), which owned and ofelan adult entertainment cabaret known as Newads Nights ("New Orleans Night
located in Fort Worth, Texas. Pursuant to the sfmaichase agreement, the Company acquired the é&ssiior a total cash purchase pric
$4,900,000. As part of the transaction, the selfgered a fiverear covenant not to compete with the Company @Bisiness. In addition, R
Holdings, Inc., the Company'wholly owned subsidiary ("RCI"), entered intoassignment of that certain real estate sales airtietween tr
owner of the property and W.K.C., Inc. for the phase of the real property located at 7101 Calmeat; Worth, Texas 76116 (the "R
Property") where New Orleans Nights is locatedddotal purchase price of $2,500,000, which coedistf $100,000 in cash and $2,400,
payable in a six year promissory note to the selidrich will accrue interest at the rate of 7.25%%the first two years, 8.25% for years three
four and 9.25% thereafter (the "Promissory Not&hHe Promissory Note is secured by a deed of tmdtsecurity agreement. Further, |
entered into an assignment and assumption of Egreement with the sellers to assume the leaseragre for the Real Property.

The following information summarizes the allocatiof fair values assigned to the assets andiliasilat the acquisition date.

Net current asse $ 30,48¢
Property and equipme 2,968,12!
Non-compete agreeme 100,00(
Goodwill 1,561,98!
SOB license: 4,401,51.
Deferred tax liability (1,540,29)
Net assets acquire $ 7,521,82

The results of operations of this acquired entityiacluded in the Company’s results of operatisinse April 24, 2007.

The following unaudited pro forma information féretyear ended September 30, 2007, presents tHesreSoperations as if the acquisition |
occurred as of October 1, 2006. The pro forma mfdion is not necessarily indicative of what woblave occurred had the acquisition k
made as of such periods, nor is it indicative adfife results of operations. The pro forma amouius gffect to appropriate adjustments for
fair value of the assets acquired, amortizatiomtaingibles and interest expense.

Revenue: $ 34,732,72
Net income 3,613,87:
Net income per sha~ basic $ 0.6:
Net income per sha~ diluted $ 0.5¢
Weighted average shares outstan« basic 5,700,54:
Weighted average shares outstanc- diluted 6,215,28!

On May 10, 2007, the Company entered into a Licengigreement with Rick’'s Buenos Aires Sociedad Aman (“Licensee”),a corporatio
organized under the laws of Argentina. The Compagseed to grant Licensee a license for use andixibn of the Compang’' logos
trademarks and service marks for the operationno&dult entertainment facility in the city of Buendires, Argentina, and Latin Ameri
Pursuant to the agreement, Licensee agreed tohpa@dmpany a royalty fee equal to 10% of grossmees of Licenseg’business, net of a
value added tax. No club has opened as of this time

On November 30, 2007, the Company entered intooakSPurchase Agreement for the acquisition of 108f%he issued and outstand
common stock of Stellar Management Corporationloaida corporation (the "Stellar Stock") and 100%¢he issued and outstanding comr
stock of Miami Garden Square One, Inc., a Floridgporation (the "MGSO Stock") which owns and opesaan adult entertainment cab
known as "Tootsie’s Cabaret" ("Toots&} located at 150 NW 183rd Street, Miami Garddiigrida 33169 (the "Transaction"). Pursuant tc
Stock Purchase Agreement, the Company acquire®tidgléar Stock and the MGSO Stock from Norman Hicken@fHickmore™) and Richa
Stanton ("Stanton") for a total purchase price 25,886,000 (which includes inventory and other @3spayable to the sellers $15,486,00
cash, $10,000,000 pursuant to two secured pronyigsates in the amount of $5,000,000 each to Staatah Hickmore (the "Notes"), pl
estimated transaction costs of
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$175,000. The Notes will bear interest at the cditt4% per annum with the principal payable in amap sum payment on November 30, 2(
Interest on the Notes will be payable monthly, rirears, with the first payment being due thirty)(8@ys aftethe closing of the Transaction. 1
Company cannot prpay the Notes during the first twelve (12) monttiereafter, the Company may prepay the Notes, iolevbr in part
provided that (i) any prepayment by the Companynfidecember 1, 2008 through November 30, 2009, &wapaid at a rate of 110% of
original principal amount and (ii) any prepaymentthe Company after November 30, 2009, may be jmepiéhout penalty at a rate of 100%
the original principal amount. The Notes are sedimgthe Stellar Stock and MGSO Stock under a Rledgl Security Agreement. As part of
Transaction, Hickmore and Stanton entered into-yiwar covenants not to compete with the Company.itiaally, as part of the Transacti
the Company entered into Assignment to Lease Ageatsnwith the landlord for the property where T@tsis located. The underlying lei
agreements for the property provide for an origleake term through June 30, 2014, with two opgieriods which give the Company the ri
to lease the property through June 30, 2034. Thestend conditions of the transaction were thelreguextensive arm's length negotiati
between the parties.

The following information summarizes the initialadation of fair values assigned to the assetsliabilities at the acquisition date based ¢
preliminary valuation. Subsequent adjustments mayeloorded upon the completion of the valuation thedfinal determination of the purch
price allocation.

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

The results of operations of this acquired entiyiacluded in the Company’s results of operatisinse December 1, 2007.

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 infororatis not necessarily indicative of what would haeeurred had the acquisition been nr
as of such periods, nor is it indicative of futuesults of operations. The pro forma amounts gifeceto appropriate adjustments for the
value of the assets acquired, amortization of mitales and interest expense.

FOR THE YEAR
ENDED SEPTEMBER 3C

2008 2007
Revenue! $ 62,896,13 $ 50,230,00
Net income $ 8,022,158 $ 6,404,00
Net income per shar basic $ 1.01 $ 0.9¢
Net income per sha~ diluted $ 0.9¢ $ 0.87
Weighted average shares outstan basic 7,931,12. 6,866,00!
Weighted average shares outstanc diluted 8,417,18 7,380,001

On March 31, 2008, the Company’s wholly owned stibsy, RCI Entertainment (Philadelphia), Inc. (tfarchaser’}completed the acquisitit
of 100% of the issued and outstanding shares ofnummstock (the “TEZ Shares9f The End Zone, Inc., a Pennsylvania corporatite
“Corporation”) which owns and operates “Crazy Hofeeo Cabaret” (the “Club”)located at 2908 South Columbus Blvd., Philadel]
Pennsylvania 19148 (the “Real Property”) from VincBiazza (the “Seller”). As part of the transagtithe Company wholly owned subsidiar
RCI Holdings, Inc. (“RCI Holdings”) acquired fronheé Piazza Family Limited Partnership (the “ParthigrsSeller”) 51% of the issued a
outstanding partnership interest (the “Partnershiprests”) in TEZ Real Estate, LP, a Pennsylvdinited partnership (the “Partnershipénc
51% of the issued and outstanding membership sitétlee “Membership Interestsi) TEZ Management, LLC, a Pennsylvania limited iliab
company, which is the general partner of the Peship (the “General Partner’fhe Partnership owns the Real Property where thd @
located. At closingthe Company paid a purchase price of $3,500,0@@&%h for the Partnership Interests and Memberst@dsts, and issu
195,000 shares of the Company'’s restricted comraok §the “Rick’s Shares”) valued at $23 per sHareéhe TEZ Shares.
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As part of the transaction, the Company entereal anit ock-Up/LeakOut Agreement with the Seller pursuant to whichpomfter one year aft
the closing date, the Seller shall have the right,not the obligation, to have Rick’s purchasarfr8eller 5,000 Ricls Shares per month (i
“Monthly Shares”), calculated at a price per shegeal to $23.00 (“Value of the Rick's Shares”).tAé Companys election during any givi
month, the Company may either buy the Monthly Share if the Company elects not to buy the MontBhares from the Seller, then the S
shall sell the Monthly Shares in the open markety Aeficiency between the amount which the Sekeeives from the sale of the Mont
Shares and the Value of the Rigl8hares shall be paid by the Company within tBgéusiness days of the date of sale of the Mgrfihlare
during that particular month. The Compasgbligation to purchase the Monthly Shares from3eller shall terminate and cease at such tit
the Seller has received a total of $4,485,000 ftloeensale of the Rick’ Shares and any deficiency. As of September 318,26e 195,000 shal
of restricted common stock were classified on thasolidated balance sheet as temporary equity aordance with EITF Topic @8,
Classification and Measurement of Redeemable Sessuri

Additionally, at closing, the Seller and the Parsihip Seller entered a five-year agreenrattto compete with the Company within a twenty)
mile radius of the Club. Finally, the Corporationtered into a new lease agreement with the Pahipergving it the right to lease the R
Property for twenty (20) years (“Original Term”)tlwian option for an additional nine (9) years ete{®l) eleven months (“Option Termith
rent payable at the rate of (i) $50,000 per mostibject to adjustment for increases in the Consufriee Index (CPI) every five years during
Original Term and the Option Term, or (ii) 8% obgs sales, whichever is higher. The maximum iner@ashe CPI for any five (5) year per
shall be 15%.

The following information summarizes the initialadation of fair values assigned to the assetsliabdities at the acquisition date based ¢
preliminary valuation. Subsequent adjustments mayeloorded upon the completion of the valuation thedfinal determination of the purch
price allocation.

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!

The results of operations of this acquired entiyiacluded in the Company’s results of operatisinse March 31, 2008.

Proforma results of operations have not been peakids the amounts were not deemed material todhsolidated financial statements.
transaction follows the Company’s growth strategy.

On March 31, 2008, the Company’s subsidiary, RQkeBEainment (Austin), Inc. (“RCI”")completed the acquisition of 49% of the membel
interest of Playmates Gentlemen’s Club, LLC (“Playes”) from Behzad Bahrami (“Sellerfesulting in 100% ownership by the Compan
RCI. Playmates owns an adult entertainment catb@@in as “Playmates” (the “Clublpcated at 8110 Springdale Road, Austin, Texas 4
(the “Premises”)Under the terms of the Purchase Agreement, RCl@#adal purchase price of $1,401,711 which wad $#&01,711 in cash a
debt forgiveness at the time of closing and thaaese of 35,000 shares of the Compangstricted common stock valued at $20.00 pere
(the “Shares™). For accounting purposes, the Coryigaimvestment is only $751,000, due to the previogses of the minority interest wh
have been expensed. The investment has been atsiggeodwill.

Pursuant to the terms of the Purchase Agreemertr after one year after the closing date, theeBshall have the right, but not the obliga
to have the Company purchase from Seller 5,000eShzar month (the “Monthly Shares”), calculated atice per share equal to $20.004lue
of the Shares”). Seller shall notify the Companyimy any given month of its election to “Putie Monthly Shares to the Company during
particular month. At the Comparsykelection during any given month, the Company either buy the Monthly Shares or, if the Comparece
not to buy the Monthly Shares from the Seller, tliee Seller shall sell the Monthly Shares in theropnarket. Any deficiency between
amount which the Seller receives from the saléhefonthly Shares and the Value of the Shares begliaid by the Company within three
business days of the date of sale of the Monthigr&hduring that particular month. The Compargbligation to purchase the Monthly Shi
from the Seller shall terminate and cease at suwh &s the Seller has received a total of $700{fi@ the sale of the Shares. As of Septer
30, 2008, the 35,008hares of restricted common stock were classifiethe consolidated balance sheet as temporaryyeiguitccordance wi
EITF Topic D-98 Classification and Measurement of Redeemable Sesuri
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In the event the Seller elects not to “Put” ther8hdo the Company, the Seller shall not sell niloa@ 10,000 Shares during any @y period il
the open market, provided that Seller complies Witihe 144 of the Securities Act of 1933, as amenthedonnection with his sale of the Shares.

The full results of operations of this entity aneluded in the Company’s results of operationsesiarch 31, 2008.

In April 11, 2008, the Company’'wholly owned subsidiary, RCI Entertainment (DsllJdnc., completed the acquisition of 100% of isier
and outstanding partnership interest (the "Partigisterest”) of Hotel Developmenflexas, Ltd, a Texas limited partnership (the "Raghip™
and 100% of the issued and outstanding membersitgpest (the "Membership Interest”) of Hizxas Management, LLC, a Texas lim
liability company, the general partner of the Parship (the "General Partner”) from Jerry GoldiKgnneth Meyer, and Charles McClure |
"Sellers"). The Partnership owns and operates ait edtertainment cabaret known as "The Executikd'C(the "Club"), located at 8550 No
Stemmons Freeway, Dallas, Texas 75247 (the "Regpdpty"). As part of the transaction, the Companwholly owned subsidiary, R
Holdings, Inc. ("RCI"), also acquired the Real Redp from DPC Holdings, LLC, a Texas limited liabilcompany ("DPC").

At closing, the Company paid a total purchase pofc$3,590,609 for the Partnership Interest and llenship Interest, which was paid thro
the issuance of 50,694 shares of the Compargstricted common stock to each of Messrs. GgJdieyer and McClure, for an aggregate 1

of 152,082 shares (collectively, the "Rick's Cluia&s") to be valued at $23.30 per share ($3,59%4rid $46,490 in cash. As consideratior
the purchase of the Real Property, RCI paid tovalsileration of $5,599,721, which was paid (i) $0,200, payable $610,000 in cash
$3,640,000 through the issuance of a five year m®sony note (the "Promissory Note") and (ii) theuiance of 57,918 shares of the Company’
restricted common stock (the "Rick's Real Prop8tiares”) to be valued at $23.30 per share ($1,34R,The Promissory Note bears intere

a varying rate at the greater of (i) two percet)above the Prime Rate or (ii) seven and baképercent (7.5%), and is guaranteed by R
and Eric Langan, individually. At Closing, the Restentered into an Amendment to Purchase Agreeswdelty to provide for the Sellers to
aside 10,500 Rick's Club Shares under an Escroveefgent for the offset of certain liabilities of tRartnership. The Company also incu
costs in the amount of $37,848, which was paidashc

At Closing, the Sellers entered into Lock-Up/Lealt Agreements pursuant to which on or after oree gdter the closing date, the Sellers ¢
have the right, but not the obligation to have Rigkurchase from Sellers not more than an aggrefeé8¢621 Shares per month (the "Mon
Club Shares"), calculated at a price per sharelequ#25.00 per share ("Value of the Rick's Cluta®is") until each of the individual Sellers
received a total of $1,267,350 from the sale of Riek's Club Shares. At the Compasiglection during any given month, the Company
either buy the Monthly Club Shares or, if the Compalects not to buy the Monthly Club Shares fréwa Eellers, then the Sellers shall sel
Monthly Club Shares in the open market. Any deficiebetween the amount, which the Sellers receom the sale of the Monthly Club She
and the Value of the Rick's Club Shares shall bid pg the Company within three (3) business dayshefdate of sale of the Monthly C
Shares during that particular month. The Compsuyligation to purchase the Monthly Club Sharemfthe Sellers shall terminate and cea
such time as the Sellers have received an aggregatef $3,802,050 from the sale of the Rick'siCEhares and any deficiency.

Additionally, at Closing, DPC entered into a Lock/Ueak-Out Agreement pursuant to which on or after ona wdi@r the closing date, DI
shall have the right, but not the obligation to éadRick's purchase from DPC 1,379 Shares per mdhth "Monthly Real Estate Share!
calculated at a price per share equal to $25.0GIpere ("Value of the Rick's Real Estate Sharest) DPC has received a total of $1,447,
from the sale of the Rick's Real Estate ShareshCompanys election during any given month, the Company either buy the Monthly Re
Estate Shares or, if the Company elects not totheywonthly Real Estate Shares from DPC, then Dirdll sell the Monthly Real Estate She
in the open market. Any deficiency between the amethich DPC receives from the sale of the MonfRbal Estate Shares and the Value o
Rick's Real Estate Shares shall be paid by the @agnwithin three (3) business days of the dateatsf sf the Monthly Real Estate Shares d.
that particular month. The Compagyobligation to purchase the Monthly Real Estatar&hfrom DPC shall terminate and cease at su@hdi
DPC has received an aggregate total of $1,447@80 the sale of the Rick's Real Estate Shares apdeficiency.

Finally, at Closing each of the Sellers entered/a year Non€ompetition Agreement with the Company pursuanwiich they agreed not
compete with the Company in Dallas County or arnjg@eht county.
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The following information summarizes the initialadation of fair values assigned to the assetsliabdities at the acquisition date based ¢

preliminary valuation. Subsequent adjustments mayeloorded upon the completion of the valuation thedfinal determination of the purch
price allocation.

Net current asse $ 34,44t
Property and equipment and other as 6,264,85I
Non-compete agreeme 300,00(
Goodwill 977,08:
SOB license: 2,640,76:
Deferred tax liability (977,087
Net assets acquire $ 9,240,05!

The results of operations of this entity are ineldidn the Company’s results of operations sincel Afr;, 2008.

Proforma results of operations have not been peakids the amounts were not deemed material toahsolidated financial statements.
transaction follows the Company’s growth strategy.

On June 18, 2008, the Company’s wholly owned sugnsidRCI Entertainment (Northwest Highway), Inchdt“Purchaser”completed th
acquisition of certain assets (the “Purchased A%sef North by East Entertainment, Ltd., a Texasited partnership (the “Sellerhy anc
through its general partner, Northeast PlatinumCLh Texas limited liability company (the “GeneRadrtner”)pursuant to an Asset Purch
Agreement dated May 10, 2008. The Seller ownedopedated an adult entertainment cabaret known lasifBm Club II” (the “Club”),locatec
at 10557 Wire Way (at Northwest Highway), Dallaex@s 75220 (the “Real Property”).

At closing, the Company paid a total purchase poic$1,500,000 cash for the Purchased Assets. @s$i@j, the principal of the Seller ente
into a fiveyear agreement not to compete with the Club by aip®y 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 efdtjacent counties thereto.

As part of the transaction, the Company’s whollyned subsidiary RCI Holdings, Inc. (“RCI8Iso acquired the Real Property from Wire V
LLC, a Texas limited liability company (“Wire Way"Pursuant to a Real Estate Purchase and Sale rAgntdthe “Real Estate Agreement”
dated May 10, 2008, RCI paid total consideratio8&000,000, which was paid $1,650,000 in cash$850,000 through the issuance of a
(5) year promissory note (the “Promissory Not&he Promissory Note bears interest at a varyingaathe greater of (i) two percent (2%) at
the Prime Rate or (ii) seven and one-half perc&ri%), which is guaranteed by the Company and by Eangan, the Company’Chie
Executive Officer, individually. The Company alswurred $69,998 in costs, which was paid in cash.

The following information summarizes the initialadation of fair values assigned to the assetsliabdities at the acquisition date based ¢
preliminary valuation. Subsequent adjustments mayeloorded upon the completion of the valuation thedfinal determination of the purch
price allocation.

Net current asse $ 151,78«
Property and equipment and other as 6,000,00I
Non-compete agreeme 100,00(
Goodwill 1,402,97!
Other assets 43,50(
Net assets acquire $ 7,698,25

The full results of operations of this entity aneluded in the Company’s results of operationsesinme 18, 2008.

Proforma results of operations have not been peakids the amounts were not deemed material todhgolidated financial statements.
transaction follows the Company’s growth strategy.
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On September 5, 2008, the Company’s wholly ownédxisliary RCI Entertainment (Las Vegas), Inc. (tReifchaser’ompleted the acquisitit
of certain assets (the “Purchased Assets”) of Qid~& Beverage of Las Vegas, LLC, a Nevada limitedility company (the “Seller"pursuar
to a Third Amended Asset Purchase Agreement (thédTAmendment”) between Purchaser,

Rick’'s Cabaret International, Inc. (“Rick’'s”), Setl and Harold Danzig (“Danzig”), Frank Lovaas (Maas”) and Dennis DeGori (“DeGoji”
who are all members of Seller. The Seller owned @petated an adult entertainment cabaret knowrBasrées” (the “Club”)Jocated at 33&
Procyon Street, Las Vegas, Nevada 89102 (the “Resderty”).

At Closing, Purchaser paid Seller an aggregate atremifollows (the “Purchase Price”):
0] $12,000,000 payable by wire transf

(ii) $3,000,000 pursuant to a promissory note (“the RiBkomissory Note”), executed by and obligatingk=s, bearing interest
eight percent (8%) per annum with a five (5) yeaodization, with monthly payments of principal ainderest, with the initi
monthly payment due in April 2009 with a balloonypeent of all then outstanding principal and interdge upon th
expiration of two (2) years from the execution o Ricl's Promissory Note; ar

(iii) 200,000 shares of restricted common stock, paev@u01 of Rick’s (the “Rick’s Shares§sued to the Seller, valued at $1:
per share

As part of the transaction, the Company entered int. ock-Up/LeakOut Agreement with the Seller pursuant to which,oorafter seven (
months after the closing date, the Seller shalehthe right, but not the obligation, to have R&kurchase from Seller a total of 150,000 o
Rick’'s Shares (“Rick’s Put Share”) in an amount ahé rate of not more than 6,250 of the Rick’s $hdres per month (the “Monthly Shanes”
calculated at a price per share equal to $20.0GIme (“Value of the Rick’s Shares”). At the Comya election during any given month,
Company may either buy the Monthly Shares or,éf@ompany elects not to buy the Monthly Shares fitwenSeller, then the Seller shall sell
Monthly Shares in the open market. Any deficieneyween the amount which the Seller receives fromstide of the Monthly Shares and
Value of the Ricks Shares shall be paid by us within three (3) lmssirdays of the date of sale of the Monthly Shduemg that particulz
month. The Compang’obligation to purchase the Monthly Shares fromSkller shall terminate and cease at such tintleeaSeller has receiv
a total of $3,000,000 from the sale of the Rick'mf&s and any deficiency. Under the terms of thekildp/LeakOut Agreement, Seller may 1
sell more than 25,000 Rick’'s Shares per 30-dayoperegardless of whether the Seller “Puts” thekRi®ut Shares to Ric&’or sells them in tt
open market or otherwise.

Upon closing of the transaction, the Company edtesetwo-year Non-Compete Agreement with DeGori (tbeGori Non-Compete
Agreement”) pursuant to which DeGori agreed notdmpete with the Club by operating an establishnsenting liquor and providing live
female nude or semi-nude adult entertainment imkGQTounty, Nevada or in a radius of 25 miles ofrl@ounty, Nevada; provided, however,
that the Non-Competition Agreement specifically leded the Penthouse Club and the Bada Bing Cludtéacin Clark County, Nevada. The
Company agreed to pay DeGori cash consideratidd66f667 for entering into the Non-Competition Agremt. Additionally, at Closing, the
Company also entered into a 12-month ConsultingeAgrent with DeGori (the “Consulting Agreement”) fototal aggregate of $133,333 in
consulting fees payable in eighteen (18) equal hipmayments of $7,407.38 per month with the fi@yment due October 15, 2008.

Upon closing of the transaction, the Company edterene-year Non-Compete Agreement with Lovaas“({theaas Non-Compete Agreemept”
pursuant to which Lovaas agreed not to compete thighClub by operating an establishment servingdicgand providing live female nude
semi-nude adult entertainment in Clark County, Neyeaor any of its surrounding counties; providedwaver, that this Not@ompetitior
Agreement shall specifically exclude the PenthdCisds and the Bada Bing Club located in Clark Couigvada.

The Company incurred $326,830 in costs in conneatiith the acquisition.
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The following information summarizes the initialadation of fair values assigned to the assetsliabdities at the acquisition date based ¢

preliminary valuation. Subsequent adjustments mayeloorded upon the completion of the valuation thedfinal determination of the purch
price allocation.

Net current asse $ 112,88!
Property and equipment and other as 1,953,06!
Non-compete agreeme 100,00(
Goodwill 15,981,54
Net assets acquire $ 18,147,49

The results of operations of this acquired entityiacluded in the Company’s results of operatisinse September 5, 2008.

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 inforomatis not necessarily indicative of what would haeeurred had the acquisition been nr
as of such periods, nor is it indicative of futwesults of operations. The pro forma amounts gifeceto appropriate adjustments for the
value of the assets acquired, amortization of mitales and interest expense.

FOR THE YEAR
ENDED SEPTEMBER 3C

2008 2007
Revenue! $ 76,508,02 $ 50,567,00
Net income $ 9,00694 $ 4,462,00
Net income per shar basic $ 111 % 0.6¢
Net income per sha~ diluted $ 1.0t $ 0.64
Weighted average shares outstan« basic 8,131,12. 6,573,001
Weighted average shares outstanc diluted 8,617,18 7,087,001

The following unaudited pro forma information pretethe results of operations as if the acquisitiohW.K.C., Inc., Miami Gardens Squ
One, Inc. and DI Food and Beverage of Las Vegas; bad occurred as of the beginning of the immediateeding period. The pro for
information is not necessarily indicative of whabwid have occurred had the acquisition been mads asch periods, nor is it indicative
future results of operations. The pro forma amoagius effect to appropriate adjustments for the ¥alue of the assets acquired, amortizatic
intangibles and interest expense.

FOR THE YEAR
ENDED SEPTEMBER 3C

2008 2007
Revenue! $ 79,474,68 $ 71,501,84
Net income $ 9,368,43' $ 8,370,08
Net income per shar basic $ 118 $ 1.1¢
Net income per sha~ diluted $ 1.1C $ 1.11
Weighted average shares outstan« basic 8,131,12: 7,065,541
Weighted average shares outstan« diluted 8,617,18 7,580,28!
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Media Acquisitions
On April 15, 2008, the Compars/'wholly owned subsidiary, RCI Entertainment (Metialdings), Inc., a Texas corporation ("RCI Medj
acquired 100% of the issued and outstanding conmstaok (the "ED Stock™) of ED Publications, Inc.Texas corporation ("ED"), 100% of 1
issued and outstanding common stock (the "TEEZEKSyaf TEEZE International, Inc., a Delaware comgion ("TEEZE") and 100% of tl
issued and outstanding membership interest (themieship Interest”) of Adult Store Buyers MagaziheC, a Georgia limited liabilit

company.

ED Publications, Inc.

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

(i) $300,000 cash at closing;
(il) $200,000 cash payable in 6 months; and
(i) The issuance of 8,696 shares of restricteghitmn stock valued at $23.00 per share (the "CloSimayes").

Additionally, during the three (3) year period fMling the Closing Date (the "Earn Out Period"), Wahall be entitled to earn additio
consideration (the "Additional Consideration") gb to $2,000,000 (the "Maximum Amount") consisting$500,000 cash (the “Cashgnc
65,217 shares of restricted common stock value$i28t00 per share (the "Earn Out Shares"), based tp® earnings before income 1
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 (2ar period following the Closing Date totals anraggte of $2,400,000. At the end of €
twelve (12) month period after the Closing Date | RM&dia shall determine its EBITDA and shall payaitt any such portion of the Additiot
Consideration as has been earned. The Closing SaaceEarn Out Shares are collectively referreabstthe "Rick's Shares".

At Closing, Waitt entered into a Lock-Up/Le&kit Agreement with the Company pursuant to whiclopafter one year after the closing ¢
with respect to the Closing Shares, or on or aféaten (7) months from the date of issuance withaesto 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, ¥éaidll have the right, but not the obligatiol
have Rick's purchase from Waitt 5,000 Rick's Shasrsmonth (the "Monthly Shares"), calculated atiae per share equal to $23.00 per s
("Value of the Rick's Shares") until Waitt has riee€ an aggregate of $1,700,000 (i) from the s&lh@ Rick's Shares sold in the open mark
in a private transaction or otherwise, and (ii) ffr@yment of any deficiency (as defined in the EDcRase Agreement) by Rick's. At
Companys election during any given month, the Company eityer buy the Monthly Shares or, if the Compargctd not to buy the Montt
Shares from Waitt, then Waitt shall sell the MoptBhares in the open market. Any deficiency betwbenamount which Waitt receives fr.
the sale of the Monthly Shares and the Value ofRlvk's Shares shall be paid by the Company wittiae (3) business days of the date of
of the Monthly Shares during that particular monthe Companys obligation to purchase the Monthly Shares fromti\éhall terminate ar
cease at such time as Waitt has received an adgregal of $1,700,000 from the sale of the Rid®wres and any deficiency (as defined ir
ED Purchase Agreement).

At Closing, Waitt also entered a three (3) year Eypent Agreement with RCI Media (the "Employmergréement™) pursuant to which
will serve as President. The Employment Agreemedérels through April 15, 2011, and provides for amual base salary of $250,C
Pursuant to the Employment Agreement, Mr. Waitalso eligible to participate in all benefit planaimtained by the Company for salal
employees. Under the terms of the Employment AgesgmMr. Waitt is bound to a confidentiality prois and cannot compete with -
Company upon the expiration of the Employment Agrest.

TEEZE/Adult Store B u yers Magazine LLC

Under the terms of a Purchase Agreement between @amnetta ("Cornetta”), Waitt, RCI Media and Ricldated April 15, 2008 (il
"TEEZE/ASB Purchase Agreement”), the Company agteepay the following consideration to Cornetta anditt for the purchase of t
TEEZE Stock and the Membership Interest:
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(i) an aggregate of $200,000 cash at closing; and

(i) the issuance of 6,522 shares of restrictedroom stock to each of Messrs. Waitt and Cornettaafoaggregate of 13,044 shares of restr
common stock to be valued at $23.00 per share'Rlok's TEEZE Shares").

Pursuant to the TEEZE/ASB Purchase Agreement, after one year after the closing date, each ofd#edVaitt and Cornetta shall have
right, but not the obligation to have Rick's pushahe Rick's TEEZE Shares calculated at a pricshpe equal to $23.00 per share ("Valt
the Rick's TEEZE Shares") until Messrs. Waitt arairétta have each received $150,000 (i) from the sfathe Rick's TEEZE Shares sold
them, regardless of whether sold to Rick's, solthewopen market or in a private transaction oewntiise, and (ii) the payment of any deficie
(as defined in the TEEZE/ASB Purchase Agreemenfibi('s. At the Companyg’election during any given month, the Company either bu
the Rick's TEEZE Shares or, if the Company eleotstm buy the Rick's TEEZE Shares, then CornettHanVaitt shall sell the Rick's TEE:
Shares in the open market. Any deficiency betwaenamount which Cornetta or Waitt receives fromgake of the Rick's TEEZE Shares
the Value of the Rick's TEEZE Shares shall be pgithe Company within three (3) business days efd#ite of sale of the Rick's TEEZE Sh
during that particular month. The Compasgbligation to purchase the Rick's TEEZE Sharefl sfrminate and cease at such time as Wait
Cornetta have each received $150,000 from theaddhe Rick's TEEZE Shares and any deficiency.

At Closing, Cornetta entered a five year Nobampetition Agreement with the Company pursuanivktich he agreed not to compete with
Company either directly or indirectly with TEEZESB, RCI Media, Rick's or any of their affiliates pyblishing any sexually oriented indus
trade print publications, with the exception ofubfication known as "Xcitement" which is currentwned and operated by Cornetta.

The following information summarizes the initialadation of fair values assigned to the assetsliabilities at the acquisition date based ¢
preliminary valuation for the ED Publications, InAdult Store Buyers Magazine LLC, and TEEZE Intgional, Inc. acquisitions. Subseqt
adjustments may be recorded upon the completidheofaluation and the final determination of thegbase price allocation.

Net current asse $ 469,37¢
Non-compete agreeme 100,00(
Goodwill 567,12!
Net current liabilities (66,74)
Net assets acquire $ 1,069,75

The results of operations of these entities arkided in the Company’s results of operations sivgel 15, 2008.

Proforma results of operations have not been peakids the amounts were not deemed material todhsolidated financial statements.
transaction follows the Company’s growth strategy.

P. Subsequent Event:
Subsequent to the fiscal year end, the Companyhpsed 48,200 shares of common stock at pricesngufigim $3.54 to $5.95.

Certain related party debentures aggregating $60Mtatured and were paid in cash in November 2008.
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Fiscal Year 2008
Quarters Ended
Dec. 31 March 31 June 30 Sept. 30

Revenue! $ 10,954,33 $ 15,464,26 $ 16,278,46 $ 17,232,41
Net income $ 1,783,27. $ 260538 $ 1,829,20. $ 1,442,81
Basic net income per she $ 0.2¢ $ 032 % 02z $ 0.1¢€
Diluted net income per sha $ 024 $ 03z % 021 % 0.1¢
Basic weighted average shares outstan 6,806,23: 7,561,16. 8,240,91. 9,116,17.
Diluted weighted average shares outstan 7,635,32 8,473,49 8,860,69! 9,378,45:

Fiscal Year 2007

Quarters Ended

Dec. 31 March 31 June 30 Sept. 30

Revenue! $ 7,030,120 $ 7,569,58 $ 8,446,35 $ 8,968,24
Net income $ 352,95: % 492,34 $ 1,031,72 $ 1,178,20
Basic net income per shé $ 0.07 $ 0.0¢ $ 0.17 $ 0.1¢
Diluted net income per sha $ 0.06 $ 0.0¢ $ 0.1€ $ 0.1¢
Basic weighted average shares outstan 5,141,48! 5,365,60:; 6,112,67: 6,182,42:
Diluted weighted average shares outstan 5,433,02 5,647,44. 6,789,64 6,865,94
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Exhibit 14 Code of Ethics
RICK’S CABARET INTERNATIONAL, INC.
Code of Ethics for Principal Executive and Senior lhancial Officers
l. Introduction and Purpose

This Code of Ethics for Principal Executive and i8efrinancial Officers (hereinafter referred tothe “Code”)helps maintain Ricl
Cabaret International, Inc.’s (hereinafter refertedas the “Company”standards of business conduct and ensures compliaitb lega
requirements, specifically, but not limited to, 8ec 406 of the Sarbanes-Oxley Act of 2002 and $&Es promulgated thereunder.

In addition to securing compliance with legal regaients, the purpose of the Code is to deter wrmingdand promote ethical condt
and full, fair, accurate, timely, and understandaticlosure of financial information in the peimdeports of the Company. The matters cov
in this Code are of the utmost importance to then@any, our stockholders and our business partaatsare essential to our ability to conc
our business in accordance with our stated values.

Financial executives hold an important and elevabéglin corporate governance and are uniquelyldapend empowered to ensure
stockholders' interests are appropriately balangedtected and preserved. Accordingly, this Codeviples principles to which financ
executives are expected to adhere and advocats. Chile embodies rules regarding individual and pesponsibilities, as well
responsibilities to the company, the public anceath
Il. Application

This Code is applicable to the following personaréinafter referred to as the “Officers”):

1. The Company'’s principal executive officers;

2. The Company’s principal financial officers;

3. The Company’s principal accounting officer or cofier; and
4. Persons performing similar functions.

II. Code of Ethics:
Each Officer shall adhere to and advocate thevatig principles and responsibilities governing ssional and ethical conduct:

1. Act with honesty and integrity, avoiding actualamparent conflicts of interest in personal andgssional relationships.

2. Provide information that is full, fair, accuratepnaplete, objective, relevant, timely, and underdédate to the Company’Board o
Directors, the Securities and Exchange CommissienCompany’s stockholders, and the public.

3. Comply with applicable governmental laws, rulegj aggulations.




4. Act in good faith, responsibly, with due care, catgmce and diligence, without misrepresenting nedtéacts or allowing you
independent judgment to be subordinated.

5. Take all reasonable measures to protect the contfadity of nonpublic information about the Company acquired ia tiourse of you
work except when authorized or otherwise legalliigatbed to disclose such information and to not siseh confidential information f
personal advantage.

6. Assure responsible use of and control over alltass®d resources employed or entrusted to you.
7. Promptly report to the Chairman of the Audit Conteet
a. any information you may have regarding any violatid this Code;

b. any actual or apparent conflict of interest betwpersonal and/or professional relationships inva@vinanagement or any ot
employee with a role in financial reporting disaloss or internal controls;

c. any information you might have concerning evideata material violation of the securities or ottews, rules or regulatio
applicable to the Company and its operations;

d. significant deficiencies in the design or operatminternal controls that could adversely affdoe tCompanys ability tc
record, process, summarize or report financial;data

e. any fraud, whether or not material, that involvesnagement or other employees who have a significd@tin the Company
financial reporting, disclosures or internal cotdro

V. Reporting Procedure, Process and Accountabi
As discussed above, Officers shall promptly repast violation of this Code to the Chairman of tren@any’s Audit Committee.

Reports of violations under this Code receivedi®y@hairman of the Audit Committee shall be inggtd by the Audit Committee.
the Audit Committee finds a violation of this Codteshall refer the matter to the full Board of 8dtors.

In the event of a finding that a violation of tli®de has occurred, appropriate action shall bentda is reasonably designed to d
wrongdoing and to promote accountability for adheeeto this Code, and may include written noticesthte individual involved of tt
determination that there has been a violation, wenby the Board, demotion or assignment of the individual involved, suspensiathwer
without pay or benefits, and up to and includinfgappropriate, termination of the individual's emphent. In determining what action
appropriate in a particular case, the Board of @mes (or the independent directors of the Boarthascase may be) shall take into accour
relevant information, including the nature and siyeof the violation, whether the violation wassagle occurrence or repeated occurrer
whether the violation appears to have been inteatior inadvertent, whether the individuals in digeshad been advised prior to the violatio
to the proper course of action and whether or metridividual in question had committed other Viiias in the past.




V. Anonymous Reporting

Any violation of this Code and any violation by tB®mpany or its directors or officers of the setesilaws, rules, or regulations,
other laws, rules, or regulations applicable toGmenpany may be reported to the Chairman of theitATammittee anonymously.

VI. No Retaliation

It is against the Company’s policy to retaliateaimy way against an Officer for good faith reportofgriolations of this Code.
VII. Waiver and Amendment

The Company is committed to continuously reviewargd updating its policies and procedures. Thereftie Code is subject
modification. Any amendment or waiver of any pramisof this Code must be approved in writing by @empanys Board of Directors al
promptly disclosed pursuant to applicable laws ragalilations.
VIII. Acknowledgment Of Receipt Of Code Of Ethics For ieipal Executive And Senior Financial Officer

I have received and read the Company's Code o€£&fbr Principal Executive and Senior Financiali€#ifs (the “Code”)l understan
the standards and policies contained in the Codeuaderstand that there may be additional poliolelaws applicable to my job. | agree
comply with the Code in all respects.

If | have questions concerning the meaning or apfibn of the Code, any Company policies, or tlgallend regulatory requireme
applicable to my job, | know that | can consulttwthe Chairman of the Audit Committee, knowing that questions or reports will remi

confidential to the fullest extent possible.

| understand that my agreement to comply with @osle does not constitute a contract of employment.

Officer Name

Signature

Date

Please sign and return this form to the Companiai@an of the Audit Committee.




Exhibit 21

Subsidiaries of the Registrant

Name State of Organizatio
Adult Store Buyer Magazine LL Georgia
Bobby's Novelty, Inc Texas
Broadstreets Cabaret, Ir Texas
Citation Land LLC Texas
ED Publications, Inc Texas
HD Texas Management, LL Texas
Hotel Development Texas, Lt Texas
Joint Ventures, Inc Texas
Miami Gardens Square One, It Florida
New Spiros, LLC Texas
Peregrine Enterprises, |i New York
Playmates Gentlem’s Club LLC Texas
RCI Billing, Inc. Texas
RCI Dating Services, Int Texas
RCI Debit Services, Inc Texas
RCI Entertainment (Austin), In Texas
RCI Entertainment (Fort Worth), In Texas
RCI Entertainment (Las Vegas), Ir Nevada
RCI Entertainment (Media Holdings), Ir Texas
RCI Entertainment (Minnesota), Ir Minnesota
RCI Entertainment (New York), In New York
RCI Entertainment (North Carolina), Ir North Caroling
RCI Entertainment (Northwest Highway), Ir Texas
RCI Entertainment (Philadelphia), Ir Philadelphie
RCI Entertainment (San Antonio), Ir Texas
RCI Entertainment (Texas), In Texas
RCI Holdings, Inc Texas
RCI Internet Holding, Inc Texas
RCI Internet Services, In Texas
RCI Leasing LLC Texas
Spiros Partners Ltc Texas
SRD Vending Compan Texas
Stellar Management, In Florida
Tantra Dance, Inc Texas
Tantra Parking, Inc Texas
Teeze International, In Delaware
Texas S&l, Inc Texas
TEZ Real Estate L| Philadelphie
Top Shelf Entertainment LL: North Caroling
Trumps Inc. Texas
W.K.C., Inc. Texas

XTC Cabaret, Inc Texas




EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Eric S. Langan, Chief Executive Officer of RiskCabaret International, Inc., certify that:
1. I have reviewed this annual report on Forn-KSB of Rick's Cabaret International, Int
2. Based on my knowledge, this report does not corgtainuntrue statement of a material fact or omattie a material fact necessar

make the statements made, in light of the circunt&s under which such statements were made, négadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operet and cash flows of the small business issuef,aend for, the periods presente:
this report;

4, The small business issugrbther certifying officer and | are responsible &stablishing and maintaining disclosure contrahs

procedures (as defined in Exchange Act Rule-15(e) and 15-15(e)) for the small business issuer and h

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned under t
supervision, to ensure that material informatiolatieg to the small business issuer, includingcitsolidated subsidiaries,
made known to us by others within those entitiestigularly during the period in which this repteing preparec

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahégorting to be design
under my supervision, to provide reasonable assaraggarding the reliability of financial reportimend the preparation
financial statements for external purposes in ataace with generally accepted accounting princjj

(c) Evaluated the effectiveness of the small busingessei's disclosure controls and procedures anemezs in this report o
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thegdeovered by this repc
based on such evaluation; ¢

(d) Disclosed in this report any change in the smaditess issuer's internal control over financiabrépg that occurred durit
the small business issuer's most recent fiscal tedrhas materially affected, or is reasonablgl{iko materially affect, tf
small business issuer's internal control over fam@reporting; anc

5. The small business issugrdther certifying officer and | have disclosedsdxh on our most recent evaluation of internal abrdve!
financial reporting, to the small business issuetiependent registered public accounting firm #ml audit committee of the sir
business issuer's board of directors (or persorierp@ng the equivalent functions

(a) All significant deficiencies and material weaknessethe design or operation of internal contradofinancial reporting whic
are reasonably likely to adversely affect the srbaBiness issuer's ability to record, process, samam and report financi
information; anc

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significdatin the sma
business issuer's internal control over finanaalrting.

Date: December 29, 2008 By: /s/ Eric S. Langal

Eric S. Langar
Chief Executive Office




EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Phillip K. Marshall, Chief Financial Officer arférincipal Accounting Officer of Rick’s Cabaret émbational, Inc., certify that:
1. I have reviewed this annual report on Forn-KSB of Rick's Cabaret International, Int
2. Based on my knowledge, this report does not corgtainuntrue statement of a material fact or omattie a material fact necessar

make the statements made, in light of the circunt&s under which such statements were made, négadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the smallisiness issuer as of, and for, the periods preger
this report;

4, The small business issugrbther certifying officer and | are responsible &stablishing and maintaining disclosure contrahs

procedures (as defined in Exchange Act Rule-15(e) and 15-15(e)) for the small business issuer and h

(a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned under t
supervision, to ensure that material informatiolatieg to the small business issuer, includingcitsolidated subsidiaries,
made known to us by others within those entitiestigularly during the period in which this repteing preparec

(b) Designed such internal control over financial réjpgr, or caused such internal control over finahégorting to be design
under my supervision, to provide reasonable assaraggarding the reliability of financial reportimend the preparation
financial statements for external purposes in ataace with generally accepted accounting princjj

(c) Evaluated the effectiveness of the small busingessei's disclosure controls and procedures anemezs in this report o
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thegdeovered by this repc
based on such evaluation; ¢

(d) Disclosed in this report any change in the smaditess issuer's internal control over financiabrépg that occurred durit
the small business issuer's most recent fiscal tedrhas materially affected, or is reasonablgl{iko materially affect, tf
small business issuer's internal control over fam@reporting; anc

5. The small business issugrdther certifying officer and | have disclosedsdxh on our most recent evaluation of internal abrdve!
financial reporting, to the small business issuetiependent registered public accounting firm #ml audit committee of the sir
business issuer's board of directors (or persorierp@ng the equivalent functions

(a) All significant deficiencies and material weaknessethe design or operation of internal contradofinancial reporting whic
are reasonably likely to adversely affect the srbaBiness issuer's ability to record, process, samam and report financi
information; anc

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significdatin the sma
business issuer's internal control over finanaalrting.

Date: December 29, 2008 By: /s/ Phillip K. Marshal

Phillip K. Marshall
Chief Financial Officer/Principal Accounting Offic




EXHIBIT 32.1

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

In connection with the annual report of Rick’'s Cadtalnternational, Inc. (the "Company"”) on Form K8B for the year endt
September 30, 2008 as filed with the Securities Bxchange Commission on the date hereof (the "R§parrEric S. Langan, Chief Executi
Officer of the Company, certify, pursuant to 18 lLSSec.1350, as adopted pursuant to Section 90 @arbanes-Oxley Act of 2002, that:

) The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operatic
of the Company

Date: December 29, 2008 By: /s/ Eric S. Langal

Eric S. Langar
Chief Executive Office




EXHIBIT 32.2

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

In connection with the annual report of Rick’'s Cadtalnternational, Inc. (the "Company"”) on Form K8B for the year endt
September 30, 2008 as filed with the Securities Brchange Commission on the date hereof (the "R§pdr Phillip K. Marshall, Chie
Financial Officer and Principal Accounting Officef the Company, certify, pursuant to 18 U.S.C. §&80, as adopted pursuant to Section
of the Sarbanes-Oxley Act of 2002, that:

() The Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly prets, in all material respects, the financial ctadiand results of operatic
of the Company

Date: December 29, 2008 By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer/Principal Accounting Offic




