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PART | FINANCIAL INFORMATION

ltem 1. Financial Statement

R IC K'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES
CONSOLIDATED BALANCE SHEETS

ASSETS
DECEMBER SEPTEMBEF
31, 200¢€ 30, 2008
(UNAUDITED)
CURRENT ASSETS
Cash and cash equivalel $ 2,978,138 $ 5,602,64!
Accounts receivabl
Trade, ne 785,55¢ 637,03!
Other, ne 199,53 230,29¢
Inventories 2,050,88! 1,717,23
Prepaid expenses and other current assets 557,42¢ 568,59¢
Total current asse 6,571,53 8,755,81.
PROPERTY AND EQUIPMENT
Buildings, land and leasehold improveme 44,538,12 44,239,72
Furniture and equipment 14,045,90 13,731,34
58,584,03 57,971,07
Accumulated depreciatic 8,714,43. 7,932,80!
Total property and equipment, r 49,869,59 50,038,26.
OTHER ASSETS
Goodwill and indefinite lived intangible 76,506,04 76,457,69
Definite lived intangibles, n¢ 1,247,241 1,335,50!
Other 570,45( 481,52!
Total other asse 78,323,73 78,274,72
Total asset $ 134,764,86 $137,068,80

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

LIABILITIES AND STOCKHOLDERS' EQUITY

DECEMBER SEPTEMBEF
31, 2008 30, 2008

(UNAUDITED)
CURRENT LIABILITIES:

Accounts payabl-trade $ 845,66¢ $ 1,203,55!
Accrued liabilities 2,873,58 4,579,91
Current portion of lon-term deb 2,245,53. 2,644,54.

Total current liabilities 5,964,78! 8,428,01.
Deferred tax liability 17,115,05 16,894,25
Other lon¢-term liabilities 563,92! 537,96’
Long-term debt, less current porti 30,239,19 30,312,86
Long-term debt-related parties - 600,00(

Total liabilities 53,882,95 56,773,10

COMMITMENTS AND CONTINGENCIES

MINORITY INTERESTS 3,356,591 3,358,091
TEMPORARY EQUITY- Common stock, subject to put rights (611,740 sh: 13,935,02 13,935,02
PERMANENT STOCKHOLDERS' EQUITY

Preferred stock, $.10 par, 1,000,000 shares aa#tyrnone issued and outstand - -
Common stock, $.01 par, 15,000,000 shares autlthr®z689,315 shares issu 96,89: 96,89:

Additional paic-in capital 53,968,211 53,948,17
Accumulated other comprehensive inca - (13,34
Retained earning 11,055,48 10,264,65
Less 956,730 and 908,530 shares of common stodkithéleasury, at cost, respectively (1,530,29) (1,293,78I)
Total permanent stockhold’ equity 63,590,29 63,002,58
Total liabilities and stockholde’ equity $ 134,764,86 $137,068,80

See accompanying notes to consolidated finan@ssients.
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R IC K'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE MONTH<S
ENDED DECEMBER 31

2008 2007
(UNAUDITED)
Revenues
Sales of alcoholic beverag $ 6,736,311 $ 4,195,19
Sales of food and merchand 1,429,38! 1,060,33
Service revenue 8,195,20: 5,023,49
Internet revenue 176,76: 170,78¢
Media revenue 183,63t -
Other 589,87! 504,52¢
Total revenue 17,311,17 10,954,33
Operating expense
Cost of goods sol 2,269,58! 1,341,83.
Salaries and wagt 4,297,11 2,586,47!
Stoclk-based compensatic 20,04 39,27(
Other general and administrati
Taxes and permit 2,353,49. 1,235,79:
Charge card fee 339,69¢ 198,71(
Rent 963,36. 464,45!
Legal and profession 509,04 293,37:
Advertising and marketin 1,177,31. 360,83
Insurance 243,04 201,39¢
Utilities 442,69¢ 209,73!
Impairment of nightclub asse 221,56: -
Depreciation and amortizatic 869,89: 511,33¢
Other 1,447,17. 939,23:
Total operating expenses 15,154,03 8,382,44.
Income from operation 2,157,13! 2,571,89
Other income (expense
Interest incomt 5,73¢ 43,06¢
Interest expens (833,47)) (461,88))
Minority interests (73,500 177,91
Income before income tax 1,255,89: 2,330,99.
Income taxe: 465,06¢ 547,72.
Net income $ 790,83. 1,783,27.
Basic and diluted earnings per sh
Net income, basi $ 0.0¢ 0.2¢
Net income, dilute $ 0.0¢ 0.2¢
Weighted average number of common shares outsigr
Basic 9,366,03. 6,806,23.
Diluted 9,599,95. 7,635,32

Comprehensive income for the three months ende@rmleer 31, 2008 and 2007 was $790,832 and $1,767#&8ectively. This includes 1

changes in available-for-sale securities and retrre.

See accompanying notes to consolidated finan@sients.
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R IC K'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to cash praViole (used in) operating activitie
Depreciation and amortizatic
Impairment of nightclub asse
Deferred taxe
Amortization of note discout
Beneficial conversiol
Minority interests
Deferred rent:
Writeoff of comprehensive income chal
Common stock issued for interest payn
Stock compensation exper
Changes in operating assets and liabili

Cash provided by (used in) operating activi

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of prope
Additions to property and equipme
Acquisition of businesses, net of cash acqu
Payments from notes receival

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
Distributions to minority interest
Purchase of treasury sto
Payments on long-term debt

Cash provided by (used in) financing activit

NET INCREASE (DECREASE) IN CASI
CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

CASH PAID DURING PERIOD FOR
Interest

Taxes

See accompanying notes to consolidated finan@sients.

FOR THE THREE MONTH<S
ENDED DECEMBER 31

2008 2007
(UNAUDITED) (UNAUDITED)
$ 790,83. $  1,783,27.

869,89: 511,33¢
221,56: -
220,08! (52,829
- 8,88¢

5,69t 4,48¢
73,50( (177,91)
25,95¢ 29,38¢
13,34 -
- 21,44¢
20,04 39,27(
(2,816,59) 90,97t
(575,682 2,258,32!
- 36,00(
(612,959 (570,019
(48,35)  (15,486,37)
2,371 62,94
(658,93) (15,957,44)
- 14,976,70

- 161,70

- 1,000,001
(75,000 -
(236,519 -

(1,078,37) (404,74

(1,389,89) __ 15,733,65

(2,624,51) 2,034,54;

5,602,64! 2,998,75:
$ 2097813 $  5,033,30
$ 755,76. $ 297,81
$  1,65500 $ 460,48
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Non-cash transactions:

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

In November 2007, the holder of a convertible démenconverted $713,807 of principal and interegtainto 150,134 shares of restricted
common stock.
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R IC K'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008
(UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying unaudited financial statements haen prepared in accordance with accountingiple@scgenerally accepted in the Un
States of America for interim financial informati@and with the instructions to Form ID-of Regulation SX. They do not include
information and footnotes required by accountinghgiples generally accepted in the United StatesAoferica for complete financi
statements. However, except as disclosed hetene thas been no material change in the informatisciosed in the notes to the finan
statements for the year ended September 30, 2@0&led in the Company's Annual Report on FornrK8R, as filed with the Securities
Exchange Commission. The interim unaudited finalrstiatements should be read in conjunction witis¢hfinancial statements included in
Form 10KSB. In the opinion of management, all adjustmeuatssidered necessary for a fair presentation,istimg solely of normal recurrit
adjustments, have been made. Operating resultbdahree months ended December 31, 2008 areegessarily indicative of the results
may be expected for the year ending September(8®.2

2. RECENT ACCOUNTING STANDARDS AND PRONOUNCEMENTS

In December 2007, the Financial Accounting StanslédBdard (“FASB”)issued Statement of Financial Accounting Stand#ds 141R
“Business Combinations,” (“SFAS 141R"§FAS 141R requires most identifiable assets, li#sl noncontrolling interests, and good
acquired in a business combination to be recortiédldair value. The Statement applies to all img@ss combinations, including combinati
among mutual entities and combinations by contémte. Under SFAS 141R, all business combinatiofises accounted for by applying t
acquisition method. SFAS 141R is effective for disgears beginning on or after December 15, 20@Bwaiti be effective for the Compa
beginning in fiscal 2010 for business combinatioosurring after the effective date.

In December 2007, the FASB issued Statement ofn€iabAccounting Standards No. 160ydncontrolling Interests in Consolidated Finar
Statements — an amendment of ARB No. 51,” (“SFAS"LESFAS 160 will require noncontrolling interests (gorisly referred to as minori
interests) to be treated as a separate componemnjuitf/, not as a liability or other item outsidiepermanent equity. The Statement applie
the accounting for noncontrolling interests anedections with noncontrolling interest holders amsolidated financial statements. SFAS
is effective for fiscal years beginning on or afcember 15, 2008 and is effective for the Compaeninning in fiscal 2010. The Comp:
does not expect that SFAS 160 will have a matariphct on its financial statements.

In December 2006, the FASB issued Statement ofnEiahAccounting Standards No. 157, “Fair Value Bl@aments,” (“SFAS 157" SFAS
157 clarifies the definition of fair value, des@# methods used to appropriately measure fair valod expands fair value disclos
requirements, but does not change existing guidaate whether or not an instrument is carriecdiatMalue. For financial assets and liabilit
SFAS 157 is effective for fiscal years beginningeaNovember 15, 2007, which will require the Comp#o adopt these provisions in fis
2009. For nonfinancial assets and liabilities, SA&S is effective for fiscal years beginning afisvember 15, 2008, which will require
Company to adopt these provisions in fiscal 20h0Fébruary 2007, the FASB issued Statement of EinhAccounting Standards No. 1
“The Fair Value Option for Financial Assets anddsinial Liabilities,” (“SFAS 159”)SFAS 159 provides companies with an option to nt
selected assets and liabilities at fair value. Hiigement contains financial statement presentatial disclosure requirements for assets
liabilities reported at fair value as a consequesfche election and is effective for the Compaegibning in fiscal 2009. The initial adopt
of SFAS 157 did not have a material effect on tlen@anys financial condition or results of operations. wéwer, the Company is still in t
process of evaluating this standard with respeitsteffect on norfinancial assets and liabilities and therefore ihatsyet determined the impi
that it will have on the Company’s consolidatedafinial statements upon full adoption.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

2. RECENT ACCOUNTING STANDARDS AND PRONOUNCEMENTS - continued

The Staff of the Securities and Exchange Commisssuned Staff Accounting Bulletin ("SAB") 110 whi@xpresses the views of the s
regarding the use of a "simplified" method, as uised in SAB No. 107 ("SAB 107"), in developing esiimate of expected term of "pl
vanilla" share options in accordance with StatenwérEinancial Accounting Standards No. 123 (revig€®4), “Share-Based Paymenii.
particular, the staff indicated in SAB 107 thatwilll accept a company's election to use the singuifmethod, regardless of whether
company has sufficient information to make morénest estimates of expected term. At the time SAB w@s issued, the staff believed

more detailed external information about employeer@se behavior (e.g., employee exercise patteynsidustry and/or other categories
companies) would, over time, become readily avilah companies. Therefore, the staff stated in SAB that it would not expect a comp
to use the simplified method for share option ggaafter December 31, 2007. The staff understanals ghch detailed information ab
employee exercise behavior may not be widely allgldy December 31, 2007. Accordingly, the stafil wbntinue to accept, under cert
circumstances, the use of the simplified methodhdyDecember 31, 2007. There were no option gduniag the quarter ended Decembel
2008.

3. STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION

Below is the summary of common stock options ouatiteg as of December 31, 2008:

Options Options Options Available for
Employee and Director Stock Option Pl Authorized Outstanding Vested Grant
1999 Stock Option Pla 1,500,001 420,00( 410,00( 438,00(

Employee and Director Stock Option Plans

In August 1999, the Company adopted the 1999 S@yution Plan (“the Plan”)The options granted under the Plan may be eithamitive
stock options or noqualified options. The Plan is administered by Buard of Directors or by a compensation commitie¢he Board ¢
Directors. The Board of Directors has the exclagpower to select individuals to receive grantgdtablish the terms of the options grante
each participant, provided that all options granskdll be granted at an exercise price equal teast 85% of the fair market value of
common stock covered by the option on the grarg dad to make all determinations necessary or alisunder the Plan. The options
subject to termination of employment and generallpire five years from the date of grant. Emplogpéons generally vest in installme
over two years. As of December 31, 2008, 438,0@0es of common stock were available for futurentgander the Plan.

The compensation cost recognized for the three Insogtided December 31, 2008 and 2007 was $20,04838n2(70, respectively. There w
35,000 stock option exercises for the three moatided December 31, 2007. There were no stockrogtiants for the three month peri
ended December 31, 2008 and 2007.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008
3. STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION - continued
Sock Option Activity

The following is a summary of all stock option tsastions for the three months ended December 3B:20

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Pric  Term (years Value
Outstanding as of September 30, 2 420,00C $ 3.8¢
Granted - -
Cancelled or expire - -
Exercisec - -
Outstanding as of December 31, 2( 420,000 $ 3.8¢ 1.0 $ 488,05(
Options exercisable as of December 31, Z 410,000 $ 3.7 92 % 488,05(

4. SEGMENT INFORMATION
Below is the financial information related to ther@pany’s segments:

FOR THE THREE MONTHS
ENDED DECEMBER 31

2008 2007
REVENUES
Club operation: $ 16,950,77 $ 10,783,54
Media 183,63t -
Internet websites 176,76: 170,78
$ 17,311,17 $ 10,954,33
NET INCOME
Club operation: $ 2,753,071 $ 3,248,67
Media (216,27 -
Internet website 34,73 14,17(
Corporate expenses (1,780,69) (1,479,570

$ 790,83: $ 1,783,27.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

5. LONG-TERM DEBT

During November 2008, $600,000 of related partyt deaitured and was paid in cash by the Company. Gdrapany also made $478,37
payments on other long-term debt.

6. COMMON STOCK

During the quarter ended December 31, 2008, thepaagpurchased 48,200 shares of Company commok f&toits treasury at an aggreg
cost of $236,518.

7. EARNINGS PER SHARE (EPS)

The Company computes earnings per share in acadaith SFAS No. 12&arnings Per Share. SFAS No. 128 provides for the calcula
of basic and diluted earnings per share. Basitimgs per share includes no dilution and is congbite dividing income available to comn
stockholders by the weighted average number of comsehares outstanding for the period. Diluted iegmper share reflect the poter
dilution of securities that could share in the @aga of the Company.

Potential common stock shares consist of sharéanthg arise from outstanding dilutive common stegkrants and options (the numbe
which is computed using the “treasury stock methaaitl from outstanding convertible debentures (thrabr of which is computed using
“if converted method”). Diluted EPS considers gogential dilution that could occur if the Compasyputstanding common stock warrants
convertible debentures were converted into comntooksthat then shared in the Compangarnings (as adjusted for interest expense
would no longer occur if the debentures were caeddr

Net earnings applicable to common stock and theghted — average number of shares used for basic and dileéedings per she
computations are summarized in the table thatviallo

FOR THE THREE MONTHS
ENDED DECEMBER 31
2008 2007

(UNAUDITED) (UNAUDITED)
Basic earnings per shai

Net earnings applicable to common stockholt $ 790,83 $ 1,783,27.

Average number of common shares outstan 9,366,03. 6,806,23
Basic earnings per she $ 0.0¢ $ 0.2¢€
Diluted earnings per shat

Net earnings applicable to common stockholt $ 790,83 $ 1,783,27.

Adj. to net earnings from assumed conversion diedeures (1 - 62,55(

Adj. net earnings for diluted EPS computat $ 790,83: $ 1,845,82.
Average number of common shares outstanc

Common shares outstandi 9,366,03. 6,806,23

Potential dilutive shares resulting from exercitgarrants and options (. 233,92: 403,13t

Potential dilutive shares resulting from conversiéraebentures (3) - 425,95:

Total average number of common shares outstandied for dilution 9,599,95. 7,635,32!

Diluted earnings per share $ 0.0¢ $ 0.24
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

7. EARNINGS PER SHARE - (EPS)- continued
(1) Represents interest expense on dilutive cdifverdebentures, that would not occur if they wassumed converted.
(2) All outstanding warrants and options were @dered for the EPS computation.

(3) Convertible debentures (principal and accrugdrest) outstanding at December 31, 2008 and 20f@fing $960,582 and $3,074,6
respectively, were convertible into common stock g@rice from $12.00 to $25.32 per share in 2008%8100 to $12.00 per share in 2007
resulted in additional common shares (based onageebalances outstanding). Potential dilutive ehaf 89,257 and 72,463 for the tt
months ended December 31, 2008 and 2007, resplgctieare been excluded from earnings per sharealbeing anti-dilutive.

8. ACQUISITIONS AND DISPOSITIONS

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%4he issued and outstanding comr
stock of Miami Garden Square One, Inc., a Floridgoration (the "MGSO Stock") which owns and opesaan adult entertainment cab
known as "Tootsie’s Cabaret" ("Toots¥ located at 150 NW 183rd Street, Miami Gardéibsrida 33169 (the "Transaction"). Pursuant tc
Stock Purchase Agreement, the Company acquire&tilar Stock and the MGSO Stock from Norman HickenHickmore") and Richa
Stanton ("Stanton") for a total purchase price 26,886,000 (which includes inventory and other @3spayable to the sellers $15,486,0C
cash, $10,000,000 pursuant to two secured pronyissates in the amount of $5,000,000 each to StaatmhHickmore (the "Notes"), pl
estimated transaction costs of $175,000. The Noitbear interest at the rate of 14% per annunhwlite principal payable in one lump <
payment on November 30, 2010. Interest on the Netiébe payable monthly, in arrears, with the fipgyment being due thirty (30) days &
the closing of the Transaction. The Company capn@pay the Notes during the first twelve (12) monthgreafter, the Company may pre
the Notes, in whole or in part, provided that €y arepayment by the Company from December 1, 208igh November 30, 2009, shall
paid at a rate of 110% of the original principalcamt and (ii) any prepayment by the Company aftevédnber 30, 2009, may be pref
without penalty at a rate of 100% of the originehpipal amount. The Notes are secured by the&8t8ilock and MGSO Stock under a Ple
and Security Agreement. As part of the Transactitibkmore and Stanton entered into fiyear covenants not to compete with the Comy
Additionally, as part of the Transaction, the Compantered into Assignment to Lease Agreements thithlandlord for the property whi
Tootsies is located. The underlying lease agreementhéptoperty provide for an original lease term tigio June 30, 2014, with two opt
periods which give the Company the right to ledse fgroperty through June 30, 2034. The terms anditons of the transaction were
result of extensive arm's length negotiations betwie parties.

The following information summarizes the allocatmfrfair values assigned to the assets and lisdsldt the acquisition date.

10
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

8. ACQUISITIONS AND DISPOSITIONS - continued

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 entigyiacluded in the Company'’s results of operatisinse December 1, 2007.

The following unaudited pro forma information pretethe results of operations for the quarter eridecember 31, 2007 as if the acquisi
had occurred as of the beginning of the immediatequling period. The pro forma information is netessarily indicative of what would hi
occurred had the acquisition been made as of seigbds, nor is it indicative of future results gfesations. The pro forma amounts give e
to appropriate adjustments for the fair value efalssets acquired, amortization of intangiblesiatedest expense.

Revenue! $ 13,960,99
Net income $ 2,126,99
Net income per sha~ basic $ 0.2¢
Net income per sha~ diluted $ 0.2¢
Weighted average shares outstandin- basic 7,439,38
Weighted average shares outstan« diluted 8,268,47!

On March 31, 2008, the Company’'s wholly owned didiasy, RCI Entertainment (Philadelphia), Inc. (tHeurchaser”)completed th
acquisition of 100% of the issued and outstandihgres of common stock (the “TEZ Sharesf) The End Zone, Inc., a Pennsylve
corporation (the “Corporation”) which owns and agtes “Crazy Horse Too Cabaret” (the “Cluldcated at 2908 South Columbus BI
Philadelphia, Pennsylvania 19148 (the “Real Prigpefrom Vincent Piazza (the “Seller”). As part the transaction, the Compasywholly
owned subsidiary, RCI Holdings, Inc. (“RCI Holdiripacquired from the Piazza Family Limited Partindps(the “Partnership Seller51% o
the issued and outstanding partnership interest ‘@artnership Interests’h TEZ Real Estate, LP, a Pennsylvania limited nmeghip (th
“Partnership”) and 51% of the issued and outstapdimlembership interest (the “Membership Interesis”)TEZ Management, LLC,
Pennsylvania limited liability company, which isetilygeneral partner of the Partnership (the “Gereaainer”).The Partnership owns the R
Property where the Club is located. At closingg thompany paid a purchase price of $3,500,000 $h ¢ar the Partnership Interests
Membership Interests, and issued 195,000 shardeedfompany'’s restricted common stock (the “Rickiares”)valued at $23 per share
the TEZ Shares.

11
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

8. ACQUISITIONS AND DISPOSITIONS - continued

As part of the transaction, the Company entered ént. ock-Up/Leakout Agreement with the Seller pursuant to which,oorafter one ye
after the closing date, the Seller shall have igbkt,rbut not the obligation, to have Rick’s pursedrom Seller not more than 5,000 Rk’
Shares per month (the “Monthly Shares”), calculaed price per share equal to $23.00 (“Value ef Rick’'s Shares”). At the Compay’
election during any given month, the Company méyeeibuy the Monthly Shares or, if the Company tsl@eot to buy the Monthly Shares fr
the Seller, then the Seller shall sell the MontBhares in the open market. Any deficiency betwberamount which the Seller receives f
the sale of the Monthly Shares and the Value oRitl’'s Shares shall be paid by the Company within t{8gbusiness days of the date of

of the Monthly Shares during that particular morfthe Companys obligation to purchase the Monthly Shares from Skller shall termina
and cease at such time as the Seller has receiiatdl af $4,485,000 from the sale of the R&Bhares and any deficiency. As of Septe
30, 2008, the 195,000 shares of restricted comntmok svere classified on the consolidated balaneetshs temporary equity in accorde
with EITF Topic D-98 Classification and Measurement of Redeemable Securities .

Additionally, at closing, the Seller and the Parshép Seller entered a fiwgear agreement not to compete with the Companyinihwent
(20) mile radius of the Club. Finally, the Corpdoatentered into a new lease agreement with then®ahip giving it the right to lease the F
Property for twenty (20) years (“Original Term”)tiian option for an additional nine (9) years ete{fl) eleven months (“Option Termiith
rent payable at the rate of (i) $50,000 per mosiihject to adjustment for increases in the Consutniee Index (CPI) every five years dur
the Original Term and the Option Term, or (ii) 8%gooss sales, whichever is higher. The maximumeiase in the CPI for any five (5) y
period shall be 15%.

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

Property and equipment and other as $ 3,882,88!
Non-compete agreeme 100,00(
Goodwill 1,458,58.
SOB license: 4,207,771
Deferred tax liability (1,458,58)
Net assets acquire $ 8,190,65!

The results of operations of this acquired entigyiacluded in the Company’s results of operatigsinse March 31, 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 March 31, 2008, the Company’s subsidiary, RQeEainment (Austin), Inc. (“RCI")completed the acquisition of 49% of the membel
interest of Playmates Gentlemen’s Club, LLC (“Playes”) from Behzad Bahrami (“Sellergsulting in 100% ownership by the Compan
RCI. Playmates owns an adult entertainment calbain as “Playmates” (the “Clubtpcated at 8110 Springdale Road, Austin, Texas 4
(the “Premises”).Under the terms of the Purchase Agreement, RCI @adadal purchase price of $1,401,711 which wad $&01,711 in ca:
and debt forgiveness at the time of closing andigkeance of 35,000 shares of the Compamgstricted common stock valued at $20.0(
share (the “Shares”). For accounting purposesCihrapanys investment is only $751,000, due to the previogses of the minority intere
which have been expensed. The investment hasasségmed to goodwill.
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Pursuant to the terms of the Purchase Agreemerdr after one year after the closing date, theeBshall have the right, but not the obliga
to have the Company purchase from Seller not nfae 5,000 Shares per month (the “Monthly Sharesilzulated at a price per share equ
$20.00 (“Value of the Shares”). Seller shall notifie Company during any given month of its elactio “Put” the Monthly Shares to t
Company during that particular month. At the Compa election during any given month, the Company midlyer buy the Monthly Shat
or, if the Company elects not to buy the Monthlya&s from the Seller, then the Seller shall sellMonthly Shares in the open market. .
deficiency between the amount which the Sellerivesefrom the sale of the Monthly Shares and thki&af the Shares shall be paid by
Company within three (3) business days of the datsale of the Monthly Shares during that particuteonth. The Compang’obligation ti
purchase the Monthly Shares from the Seller shathinate and cease at such time as the Selleebawed a total of $700,000 from the sal
the Shares. As of September 30, 2008, the 35,88fes of restricted common stock were classifiedh@nconsolidated balance shee
temporary equity in accordance with EITF Topic D-GBassification and Measurement of Redeemable Securities.

In the event the Seller elects not to “Put” therBhdo the Company, the Seller shall not sell ntioa@ 10,000 Shares during any @&y periol
in the open market, provided that Seller compliéth \Rule 144 of the Securities Act of 1933, as adeeh in connection with his sale of
Shares.

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

In April 11, 2008, the Company'wholly owned subsidiary, RCI Entertainment (Ds)jdnc., completed the acquisition of 100% of igsie(
and outstanding partnership interest (the "Parmersnterest”) of Hotel Development Fexas, Ltd, a Texas limited partnership
"Partnership") and 100% of the issued and outstendiembership interest (the "Membership Interest"HD-Texas Management, LLC
Texas limited liability company, the general partoéthe Partnership (the "General Partner”) framd Golding, Kenneth Meyer, and Cha
McClure (the "Sellers"). The Partnership owns apdrates an adult entertainment cabaret known as Ekeecutive Club” (the "Club"), locat
at 8550 North Stemmons Freeway, Dallas, Texas 73 "Real Property"). As part of the transactitile Companys wholly owne:
subsidiary, RCI Holdings, Inc. ("RCI"), also acadrthe Real Property from DPC Holdings, LLC, a Tebkmited liability company ("DPC"
At closing, the Company paid a total purchase poicg3,590,609 for the Partnership Interest and Blenrship Interest, which was paid thro
the issuance of 50,694 shares of the Commargstricted common stock to each of Messrs. Gglditeyer and McClure, for an aggregate |
of 152,082 shares (collectively, the "Rick's Clutaf&s") to be valued at $23.30 per share ($3,59% 41d $46,490 in cash. As considere
for the purchase of the Real Property, RCI paidltodnsideration of $5,599,721, which was paid4)250,000, payable $610,000 in cash
$3,640,000 through the issuance of a five year ®ony note (the "Promissory Note") and (ii) theuiance of 57,918 shares of the Company’
restricted common stock (the "Rick's Real Prop8iigres”) to be valued at $23.30 per share ($1,349,The Promissory Note bears intere
a varying rate at the greater of (i) two perceft)2above the Prime Rate or (ii) seven and bak-percent (7.5%), and is guaranteed by R
and Eric Langan, individually. At Closing, the Restentered into an Amendment to Purchase Agreesuéglly to provide for the Sellers to
aside 10,500 Rick's Club Shares under an Escroweigent for the offset of certain liabilities of tRartnership. The Company also incu
costs in the amount of $37,848, which was paidashc
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At Closing, the Sellers entered into Lock-Up/Leakt Agreements pursuant to which on or after orar gpéter the closing date, the Sellers ¢
have the right, but not the obligation to have Rigurchase from Sellers not more than an aggred@g21 Shares per month (the "Mon
Club Shares"), calculated at a price per sharelequg25.00 per share ("Value of the Rick's Cluta®is") until each of the individual Sell
has received a total of $1,267,350 from the salthefRick's Club Shares. At the Companglection during any given month, the Comg
may either buy the Monthly Club Shares or, if thempany elects not to buy the Monthly Club Sharemfthe Sellers, then the Sellers <
sell the Monthly Club Shares in the open markety Aeficiency between the amount, which the Seltecgive from the sale of the Mont
Club Shares and the Value of the Rick's Club Shshhedl be paid by the Company within three (3) bess days of the date of sale of
Monthly Club Shares during that particular monithe Companyg obligation to purchase the Monthly Club Sharesnfithe Sellers shi
terminate and cease at such time as the Sellessreaeived an aggregate total of $3,802,050 fraemstie of the Rick's Club Shares and
deficiency.

Additionally, at Closing, DPC entered into a Lock/Ueak-Out Agreement pursuant to which on or after one wé&r the closing date, DI
shall have the right, but not the obligation to é&ick's purchase from DPC not more than 1,379eShper month (the "Monthly Real Es
Shares"), calculated at a price per share equd2%000 per share ("Value of the Rick's Real EsEtares") until DPC has received a tote
$1,447,950 from the sale of the Rick's Real Estit@res. At the Compars/klection during any given month, the Company eighyer buy th
Monthly Real Estate Shares or, if the Company slact to buy the Monthly Real Estate Shares fron€PDRen DPC shall sell the Montl
Real Estate Shares in the open market. Any defigibetween the amount which DPC receives from #ife af the Monthly Real Estate She
and the Value of the Rick's Real Estate Shares Bhglaid by the Company within three (3) busindsgs of the date of sale of the Mon
Real Estate Shares during that particular montte Tlempanys obligation to purchase the Monthly Real Estatar&h from DPC shi
terminate and cease at such time as DPC has rdcaivaggregate total of $1,447,950 from the sak®fRick's Real Estate Shares and
deficiency. Finally, at Closing each of the Sellerdered a five year NoGBempetition Agreement with the Company pursuaniiich the
agreed not to compete with the Company in Dallasn@oor any adjacent county.

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

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

The results of operations of this entity are ineldidh the Company’s results of operations sincdl Afir, 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.
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8. ACQUISITIONS AND DISPOSITIONS - continued

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

At closing, the Company paid a total purchase pricglgb00,000 cash for the Purchased Assets. Afrigjothe principal of the Seller ente
into a fiveyear agreement not to compete with the Club byaipey an establishment with an urban theme thdt betves liquor and provic
live female nude or semi-nude adult entertainmemallas County, Tarrant County, Texas or any efdbjacent counties thereto.

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

The following information summarizes the initialcadation of fair values assigned to the assetsliabdities at the acquisition date based ¢
preliminary valuation. Subsequent adjustments tayrecorded upon the completion of the valuatiod #re final determination of t
purchase price allocation.

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

The results of operations of this entity are ineldidh the Company’s results of operations since 1i# 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 September 5, 2008, the Company’s wholly ownelsigsiary RCI Entertainment (Las Vegas), Inc. (tHeurchaser”)completed th
acquisition of certain assets (the “Purchased A¥sef DI Food & Beverage of Las Vegas, LLC, a Nevauaited liability company (th
“Seller”) pursuant to a Third Amended Asset Purehagreement (the “Third Amendment”) between Purehas

Rick’s Cabaret International, Inc. (“Rick’s”), Setl and Harold Danzig (“Danzig”), Frank Lovaas (Mlaas”) and Dennis DeGori (“DeGoji”
who are all members of Seller. The Seller owned and
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operated an adult entertainment cabaret known esréS” (the “Club”), located at 3355 Procyon Stréets Vegas, Nevada 89102 (theea
Property”).

At Closing, Purchaser paid Seller an aggregate atamifollows (the “Purchase Price”):
() $12,000,000 payable by wire transi

(i) $3,000,000 pursuant to a promissory note (“the RiBkomissory Note”), executed by and obligatingks, bearing intere
at eight percent (8%) per annum with a five (5)ryaaortization, with monthly payments of princigald interest, with tf
initial monthly payment due in April 2009 with allmn payment of all then outstanding principal anrest due upon t
expiration of two (2) years from the executiontod Ricl's Promissory Note; ar

(iii) 200,000 shares of restricted common stock, paevdlu01 of Ric’s (the*Rick’s Share”) issued to the Seller, valued
$13.77 per shar

As part of the transaction, the Company entereal éht.ock-Up/Leak®ut Agreement with the Seller pursuant to which,oorafter seven (
months after the closing date, the Seller shalkhtle right, but not the obligation, to have Ri&cgurchase from Seller a total of 150,000 o
Rick’s Shares (“Rick’s Put Share”) in an amount ahd rate of not more than 6,250 of the Rick’s $hres per month (the “Monthly Shanes”
calculated at a price per share equal to $20.06hmme (“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 filoenSeller, then the Seller shall
the Monthly Shares in the open market. Any deficiebetween the amount which the Seller receives filte sale of the Monthly Shares
the Value of the Ricls Shares shall be paid by us within three (3) lassirdays of the date of sale of the Monthly Shaweisg that particule
month. The Company’ obligation to purchase the Monthly Shares from Seller shall terminate and cease at such timtheaSeller he
received a total of $3,000,000 from the sale of Riek’'s Shares and any deficiency. Under the teofnthe Lock-Up/LeakOut Agreemen
Seller may not sell more than 25,000 Rick’s Shaers30- day period, regardless of whether the SdHets” the Rick’'s Put Shares to Risko!
sells them in the open market or otherwise.

Upon closing of the transaction, the Company edtesietwo-year Non-Compete Agreement with DeGori (tBeGori Non-Compet
Agreement”)pursuant to which DeGori agreed not to compete withClub by operating an establishment servingoigand providing liv
female nude or senmiude adult entertainment in Clark County, Nevadan @ radius of 25 miles of Clark County, Nevadayvided, howeve
that the Non€ompetition Agreement specifically excluded the tRense Club and the Bada Bing Club located in C@okinty, Nevada. Tl
Company agreed to pay DeGori cash consideratid66f667 for entering into the NdDempetition Agreement. Additionally, at Closinge
Company also entered into a 12-month Consultingefgrent with DeGori (the “Consulting Agreemerftij a total aggregate of $133,33:
consulting fees payable in eighteen (18) equal hipmiayments of $7,407.38 per month with the fpayment due October 15, 2008. U
closing of the transaction, the Company enterechexy@ar Non-Compete Agreement with Lovaas (the dasvNon-Compete Agreement”
pursuant to which Lovaas agreed not to compete thighClub by operating an establishment servingolicand providing live female nude
semi-nude adult entertainment in Clark County, Niayeor any of its surrounding counties; providedwaver, that this NoiGompetitior
Agreement shall specifically exclude the Penthdtisdy and the Bada Bing Club located in Clark Couhtgvada.
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The Company incurred $367,580 in costs in connedtiith the acquisition.
The following information summarizes the initialcadation of fair values assigned to the assetsliabdities at the acquisition date based «

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

Net current asse $ 112,88!
Property and equipment and other as 1,953,06!
Non-compete agreeme 100,00(
Goodwill 16,022,29
Net assets acquire $18,188,24

The results of operations of this acquired entigyiacluded 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 infoiorais not necessarily indicative of what would @axccurred had the acquisition b
made as of such periods, nor is it indicative ¢fife results of operations. The pro forma amogiws effect to appropriate adjustments for
fair value of the assets acquired, amortizatiomtangibles and interest expense.

2007
Revenue! $ 15,404,16
Net income $ 2,001,3L
Net income per sha~ basic $ 0.2¢
Net income per sha~ diluted $ 0.24
Weighted average shares outstane basic 7,678,23
Weighted average shares outstanc diluted 8,507,32

The following unaudited pro forma information pretsethe results of operations for the quarter eridecember 31, 2007 as if the acquisit
of Miami Gardens Square One, Inc. and DI Food aedeBage of Las Vegas, LLC had occurred as of tiggnbeng of the immediate preced
period. The pro forma information is not necesgdnticative of what would have occurred had thquésition been made as of such peri
nor is it indicative of future results of operationThe pro forma amounts give effect to approerédjustments for the fair value of the as
acquired, amortization of intangibles and inteeegiense.
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Revenue! $ 18,370,81
Net income $ 2,345,04.
Net income per sha~ basic $ 0.2¢
Net income per sha~ diluted $ 0.2¢
Weighted average shares outstane basic 8,311,38
Weighted average shares outstanc diluted 9,140,47

Media Acquisitions

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

ED Publications, Inc.

Under the terms of a Purchase Agreement betweerViDamtt ("Waitt"), RCI Media and Rick's Cabaret Imational, 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;
(i) $200,000 cash payable in 6 months (paid); and
(iii) The issuance of 8,696 shares of restrictethitmn stock valued at $23.00 per share (the "CloShayes").

Additionally, during the three (3) year period falling the Closing Date (the "Earn Out Period"), Wahall be entitled to earn additio
consideration (the "Additional Consideration") g to $2,000,000 (the "Maximum Amount") consisting$®00,000 cash (the “Cashanc
65,217 shares of restricted common stock value®28t00 per share (the "Earn Out Shares"), based thgo 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 (3ar period following the Closing Date totals anraegate of $2,400,000. At the end of €
twelve (12) month period after the Closing Date,| RM@2dia shall determine its EBITDA and shall pay\Waitt any such portion of tl
Additional Consideration as has been earned. Thsi@ Shares and Earn Out Shares are collectieédyred to as the "Rick's Shares".

At Closing, Waitt entered into a Lock-Up/Le&kit Agreement with the Company pursuant to whictooafter one year after the closing «

with respect to the Closing Shares, or on or afésen (7) months from the date of issuance withe@sto the Earn Out Shares, if any, W
shall have the right, but not
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the obligation to have with respect to the Earn Shares, if any, Waitt shall have the right, but the obligation to have Rick's purchase f
Waitt 5,000 Rick's Shares per month (the "Monthha®s"), calculated at a price per share equalR®0® per share (“Value of the Ric
Shares") until Waitt has received an aggregatelo?®,000 (i) from the sale of the Rick's Shardd so the open market or in a priv
transaction or otherwise, and (ii) the payment wy deficiency (as defined in the ED Purchase Agesginby Rick's. At the Compary’
election during any given month, the Company mé#yeeibuy the Monthly Shares or, if the Company tsleot to buy the Monthly Shares fr
Waitt, then Waitt shall sell the Monthly Sharegtie open market. Any deficiency between the amuaidnich Waitt receives from the sale of
Monthly Shares and the Value of the Rick's Shaledl e paid by the Company within three (3) busindays of the date of sale of
Monthly Shares during that particular month. Thempany’s obligation to purchase the Monthly Shares froniti/g¢hall terminate and ceast
such time as Waitt has received an aggregate @bthl,700,000 from the sale of the Rick's Sharekb amy deficiency (as defined in the
Purchase Agreement).

At Closing, Waitt also entered a three (3) year Eyyqment Agreement with RCI1 Media (the "Employmergréement”) pursuant to which
will serve as President. The Employment Agreemeaterels through April 15, 2011, and provides foramual base salary of $250,C
Pursuant to the Employment Agreement, Mr. Waitalso eligible to participate in all benefit plansintained by the Company for 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 Agreset.

TEEZE/Adult Store Buyers Magazine LLC

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

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

Pursuant to the TEEZE/ASB Purchase Agreement, @iter one year after the closing date, each ofskéedVaitt and Cornetta shall have
right, but not the obligation to have Rick's pumhshe Rick's TEEZE Shares calculated at a pricstpme equal to $23.00 per share ("Valu
the Rick's TEEZE Shares") until Messrs. Waitt armir@tta have each received $150,000 (i) from the afethe Rick's TEEZE Shares sold
them, regardless of whether sold to Rick's, soldhénopen market or in a private transaction oewtise, and (ii) the payment of any deficie
(as defined in the TEEZE/ASB Purchase AgreementiRizk's. At the Companyg’ election during any given month, the Company mitlye
buy the Rick's TEEZE Shares or, if the Companytsleot to buy the Rick's TEEZE Shares, then Coanatid/or Waitt shall sell the Ric
TEEZE Shares in the open market. Any deficiencyvbeh the amount which Cornetta or Waitt receivemfthe sale of the Rick's TEE
Shares and the Value of the Rick's TEEZE Shard$ lshgaid by the Company within three (3) busingags of the date of sale of the Ri
TEEZE Shares during that particular month. The Camyfs obligation to purchase the Rick's TEEZE Shared sfrminate and cease at s
time as Waitt and Cornetta have each received $08Grom the sale of the Rick's TEEZE Shares anyddaficiency.
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At Closing, Cornetta entered a five year Nbampetition Agreement with the Company pursuanktich he agreed not to compete with
Company either directly or indirectly with TEEZE SR, RCI Media, Rick's or any of their affiliates Ipyblishing any sexually orient
industry trade print publications, with the exceptbf a publication known as "Xcitement" which igrently owned and operated by Cornetta.

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

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

The results of operations of these entities arkudiezl in the Company'’s results of operations siyogl 15, 2008.

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

9. INCOME TAXES

Income tax expense for the periods presented diffem the “expectedfederal income tax expense computed by applyingUige feder:
statutory rate of 34% to earnings before incomesgdar the three months ended December 31, asih oéshe following:

2008 2007
Computed expected tax expel $ 427,000 $ 792,53¢
State income taxe 37,39¢ 23,31(
Stock option disqualifying dispositions and othermanent difference 66€ (268,12¢)
Total income tax expen: $ 465,06t $ 547,72.

Included in the Compang’deferred tax liabilities at December 31, 2008gproximately $14,200,000 representing the taxcefi® indefinite
lived intangible assets from club acquisitions whi@re not deductible for tax purposes. These oEfetax liabilities will remain in tr
Company’s balance sheet until the related clubsald:
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10. IMPAIRMENT OF NIGHTCLUB ASSETS

The Company’s San Antonio nightclub, “Encounteiss’turrently for sale. The accompanying finangtdtements as of and for the que
ended December 31, 2008 include an impairmentiestimated loss on the sale of $221,563.

11. COMMITMENTS AND CONTINGENCIES
Sexually Oriented Business Ordinance of Houston, kas

In 1997, the City of Houston passed a comprehensexg ordinance regulating the location of and tbadect within sexually orient
businesses (the “Ordinance”), which became theestilgf litigation, which affects the CompasySexually Oriented Business license
Houston, Texas. After extensive litigation, thealrCourt in Houston rendered its judgment in faweérthe City of Houston in Janug
2007. The Trial Court found that the City of Haustmet its burden that there were sufficient ali&zrsites available to relocate all of
existing sexually oriented businesses in Houstat®®7. The Trial Court found the Ordinance constinal and enforceable. Pdsial motion:
were heard and the relief sought, a stay agairist@ament, was denied by the Trial Court. An appeéhe Fifth Circuit Court of Appeals w
timely filed. The Fifth Circuit granted a stay pémgl appeal Oral argument was held before the Rifitcuit Court of Appeals in Augu
2007. The Fifth Circuit Court of Appeals ruledfavor of the City of Houston in September 2007edeings were filed seeking a stay ag:
enforcement of the provisions of the Ordinance wfith United States Supreme Court in conjunctiorn ilie request that the United St
Supreme Court hear an appeal of the Fifth Circoitr€of Appeals ruling. The United States Supr&pert refused to hear the matter.

Additionally, the Company filed on behalf of threethe Companys club locations in Houston state court lawsuitsks®y judicial review c
the results of the amortization process containé@tiinvthe Ordinance. The amortization process a&hated in 1998 due to the poss
multiplicity of court actions. The final order Ilye Trial Court resulted in the termination of #Himtement and allowed the amortization prc
to continue as provided in the Ordinance. Triatloe amortization cases was held in April 2008.tH&t conclusion of the trial, the Court ru
that the amortization awards were proper and regdetbat findings of fact and conclusions of law dadomitted to the Court as well a
judgment in the case. A form of judgment has beetered by the Court. The amortization award peribdse already expired for 1
Companys affected clubs. An appeal of the amortizatioviene by the Harris County District Court was filed. stay sought by the clu
during the appeal was denied. In the event allirffto stop enforcement activity fail and the QifyHouston elects to enforce the judgment
Company, as well as every other similarly situegedually oriented business located within the ipocated area of Houston, Texas, will h
to either cease providing nude or serade entertainment or develop alternate methodpefating. We have already taken steps to cldité
Companys entertainers in a manner to eliminate the needidenses and not to be subject to the Ordinargeproximately 7.6% of tt
Company’s club operatios’revenues and 1.8% of income before income tatethé three months ended December 31, 2008 weleliston
Texas. Itis unknown at this time whether thid Wwdve a material effect on the Company’s operation
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

11. COMMITMENTS AND CONTINGENCIES - continued
Other Legal Matters

Beginning January 1, 2008, our Texas clubs becamga to a new state law requiring each club ttecopay a $5 surcharge for every ¢
visitor. A lawsuit was filed by the Texas Ententaient Association, an organization to which wearaember, alleging the fee amounts t
an unconstitutional tax. On March 28, 2008, aeSEistrict Court Judge in Travis County, Texas dulleat the new state law violates the |
Amendment to the United States Constitution antthésefore invalid. The judges order enjoined the State from collecting or assgsthe
tax. The State has appealed the couwstruling. In Texas, when cities or the State giatice of appeal, it supersedes and suspent
judgment, including the injunction. Therefore, jhdgment of the District Court cannot be enforoedil the appeals are completed. Giver
suspension of the judgment, the State has optedlkect the tax pending the outcome of its appddle Texas Third Court of Appeals he
oral argument in this case on February 11, 200@eker no decision is expected in the immediateréutin the meantime, we have paid the
for the first four calendar quarters under protasd expensed the tax in the accompanying finastéements, except for two location:
Dallas where the taxes have not been paid, butrev@@cruing and expensing the liability. The Compas Texas clubs have filed a sepa
lawsuit against the State to demand repaymenteotakes.

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.
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| te m 2. Management’s Discussion and Analysis ofifriancial Condition and Results of Operations.

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

FORWARD LOOKING STATEMENT AND INFORMATION

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

GENERAL
We operate in three businesses in the adult eirteréent industry:

1. We own and/or operate upscale adult nightclubsisgrgrimarily businessmen and professionals. Oghteiubs offer live adu
entertainment and restaurant and bar operatiohsough our subsidiaries, we currently own and/ografe a total of nineteen ac
nightclubs that offer live adult entertainment aledtaurant and bar operations. Seven of our ahpesate under the name "Ric
Cabaret"; four operate under the name “Club Onyyiscale venues that welcome all customers but especially to urbe
professionals, businessmen and professional ashléte clubs operate under the name "XTC Cabamté club that operated
“Encounters” closed in January 2009, one club dpsras “Tootsie’s” and one club operates as “Dhatinas” formerly an Onyx
Our nightclubs are in Houston, Austin, San Antoillajlas and Fort Worth, Texas; Charlotte, Northdliaa; Minneapolis, Minnesot
New York, New York; Miami Gardens, Florida; Phildoleia, Pennsylvania and Las Vegas, Nevada. Noatexantact is permitted
any of our locations

2. We have extensive Internet activiti

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

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

adult products and services in an auction formag. &8rn revenues by charging fees for each transactinducted on tl
automated site
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3. In April 2008, we acquired a media division, indhgl the leading trade magazine serving the nhilien dollar adult nightcluk
industry. As part of the transaction we also aajpuiwo industry trade shows, two other industrgéraublications and more than
industry websites

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

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

CRITICAL ACCOUNTING POLICIES

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

Accounts and Notes Receivable

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

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

Inventories

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

Property and Equipment

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

In June 2001, the FASB issued SFAS No. X@@ydwill and Other Intangibles Assets, which addresses the accounting for goodwill atiabi
intangible assets. Under SFAS No. 142, goodwill emtangible assets with indefinite lives are nogenamortized, but reviewed on an an
basis for impairment. The Company adopted SFASIM@. effective October 1, 2001. The Companghnual evaluation was performed &
September 30, 2008, based on a projected discosasddflow method using a discount rate determlmedanagement to be commenst
with the risk inherent in the current business nhoflke Company determined that there is no goodmifiairment at September 30, 2008.
of the Companys goodwill and intangible assets relate to the teighb segment, except for $567,000 related to tediansegment. Defini
lived intangible assets are amortized on a strdight basis over their estimated lives. Fully atiredd assets are writtesff agains
accumulated amortization.

Revenue Recognition

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

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

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

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

Sales and Liquor Taxes

The Company recognizes sales and liquor taxesgsaidvenues and an equal expense in accordanc&mh06-3,How Taxes Collected from
Customers and Remitted to Governmental Authorities Should Be Presented in the Income Statement . Total sales and liquor taxes aggreg
$1,073,166 and $740,032 for the three months eBeéegmber 31, 2008 and 2007, respectively.

Advertising and Marketing

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

Deferred income taxes are determined using thditiamethod in accordance with SFAS No. 1@@counting for Income Taxes . Deferred ta
assets and liabilities are recognized for the futax consequences attributable to differencesdsivthe financial statement carrying amao
of existing assets and liabilities and their resipedax bases. Deferred tax assets and liabil#fesmeasured using enacted tax rates expec
apply to taxable income in the years in which thtesaporary differences are expected to be recoverestttied. The effect on deferred
assets and liabilities of a change in tax rategi®gnized in income in the period that includes ¢imactment date. In addition, a valug
allowance is established to reduce any deferredasmet for which it is determined that it is makeelly than not that some portion of
deferred tax asset will not be realized.

In June 2006, the FASB issued Interpretation Ng.A&®ounting for Uncertainty in Income Taxes, atefpretation of FASB Statement |
109, Accounting for Income Taxes (FIN 48), to ceeatsingle model to address accounting for unceytan tax positions. FIN 48 clarifies t
accounting for income taxes by prescribing a minimmecognition threshold a tax position is requitedneet before being recognized in
financial statements. FIN 48 also provides guidamtelerecognition, measurement, classificatiorgrest and penalties, accounting in inte
periods, disclosure and transition. FIN 48 is dffecfor fiscal years beginning after December 2806. The Company has adopted FIN 4
of October 1, 2007, as required. The adoption Iof B8 has had no effect on the Company's conselildihancial position, results
operations or cash flows. There are no unrecograetenefits to disclose in the notes to the fam@rstatements.

Stock Options

The compensation cost recognized for the three Insogtided December 31, 2008 and 2007 was $20,04838n2(70, respectively. There w
35,000 stock option exercises for the three moetited December 31, 2007. There were no stockngpérercises for the three months el
December 31, 2008.

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED DECEMBER 31, 2008 AS COMPARED TO THE THREE
MONTHS ENDED DECEMBER 31, 2007

For the three months ended December 31, 2008, dedresolidated total revenues of $17,311,171 coetpbtr consolidated total revenue
$10,954,338 for the three months ended Decembe2®X/, an increase of $6,356,833 or 58.0%. Thee@se in total revenues was prime
attributable to the increase in revenues generbjedur new media division and new clubs in Miamir@ms, Florida, Dallas, Tex
Philadelphia, Pennsylvania, and Las Vegas, Neved#e amount of $6,360,179.Total revenues for same-location-sapesiod of clul
operations decreased 0.1% to $8,767,438 for tlee thronths ended December 31, 2008 from $8,772@0thdé same period ended Decen
31, 2007.
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Following is a comparison of the Compasyhcome statement for the quarters ended DeceRih€2008 and 2007 with percentages comg
to total revenue:

2008 % 2007 %

Sales of alcoholic beverag 6,736,31! 38.% 4,195,19: 38.2%
Sales of food and merchand 1,429,38! 8.2% 1,060,33: 9.7%
Service Revenue 8,195,20: 47.2% 5,023,49 45.9%
Internet Revenue 176,76: 1.C% 170,78¢ 1.6%
Media 183,63t 1.1% - 0.C%
Other 589,87! 3.4% 504,52¢ 4.€%

Total Revenue 17,311,17 100.(%  10,954,33 100.(%
Cost of Goods Sol 2,269,58! 13.1% 1,341,83: 12.2%
Salaries & Wage 4,297,11 24.8% 2,586,47! 23.€%
Stock Base Compensati 20,04+ 0.1% 39,27( 0.4%
Taxes and permit 2,353,49 13.€% 1,235,79: 11.2%
Credit card fee 339,69¢ 2.C% 198,71( 1.8%
Rent 963,36 5.€% 464,45! 4.2%
Legal & professiona 509,04¢ 2.5% 293,37 2. 7%
Advertising and marketin 1,177,31: 6.8% 360,83: 3.2%
Insurance 243,04° 1.4% 201,39¢ 1.8%
Utilities 442,69¢ 2.6% 209,73t 1.9%
Impairment Expens 221 ,56: 1.2% - 0.C%
Depreciation and amortizatic 869,89: 5.C% 511,33¢ 4.7%
Other 1,447,17. 8.4% 939,23: 8.€%
Total operating expens: 15,154,03 87.5% 8,382,44. 76.5%

Income from operatior 2,157,13! 12.5% 2,571,89 23.5%
Interest incomt 5,73¢ 0.C% 43,06¢ 0.4%
Interest expens (833,47) -4.8% (461,88)) -4.2%
Minority interests (73,500 -0.4% 177,91: 1.6%
Income taxe: (465,06¢) -2.71% (547,72 -5.0%

Net Income 790,83. 4.€% 1,783,27. 16.2%

Following is an explanation of significant variasda the above amounts.

The increase in the cost of goods sold as a pexgerdf revenues for the three months ended Dece&ihe2008 was due primarilyto the
addition of our media operation and its related cbgoods which is significantly higher as a pettege of revenues compared to the nighr
operation. Media cost of goods amounted to $98faRthe quarter ended December 31, 2008. Theafagbods sold for the club operatir
for the three months ended December 31, 2008 wadd2ompared to 12.4% for the three months endezbmber 31, 2007. The cost
goods sold from our internet operations for the¢hmonths ended December 31, 2008 was 1.7% comjmaded% for the three months en
December 31, 2007. The cost of goods sold for dacaion-sameperiod of club operations for the three months dndecember 31, 201
was 12.2%, compared to 12.6% for the same periddd&eBecember 31, 2007.

The increase in payroll and related costs, stadetbalaries & Wagesabove, was primarily due to the addition of the rdubs. The increa
in percentage to total revenues is principally tu¢he new clubs in Dallas and Philadelphia whiel Bignificantly higher manager payr
and also the addition of a general manager andreagea in Miami and the change to salaried persofarahaintenance and landscapin
Miami from an outsourced company. Payroll for sdoration-samgeriod of club operations decreased to $1,879,663hke three montl
ended December 31, 2008 from $1,886,657 for theegaemiod ended December 31, 2007. Managementntiyrieelieves that its labor a
management staff levels are appropriate.
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The increase in the percentage of taxes and petnitstal revenues is principally due to the patraxin our nightclubs in Texas which v
instituted in January 2008 and amounted to $437d2@ig the quarter ended December 31, 2008.

The increase in the percentage of advertising aawtketing to total revenue is principally due to tebranding of the Club Onyx in Philadelg
and the addition of our new club in Las Vegas.

Rent expense increased principally due to significeew leases in Las Vegas and Philadelphia.
The increase in legal and professional expenserisipally due to contesting of labor lawsuits inrnviesota and New York.

Impairment expense of nightclub assets relatebadrhpairment of the assets of our nightclub, “Emters”,which is for sale at the curr¢
time. Encounters experienced a loss of approxiymn&4,000 before income taxes for the quarter dridecember 31, 2008.

The increase in interest expense was attributabdeit obtaining new debt during the year endede®epeér 30, 2008 to finance the purchas
the new clubs and related real estate. As of Dbeeidil, 2008, the balance of lotegm debt was $32,484,724 compared to $24,304,3&%
earlier.

The significant change in minority interests is do¢he purchase, effective March 31, 2008, ofréreaining 49% of our Austin Rick’Cabare
location and the purchase, effective the sameaféy] % of the partnership owning the real estatetr Philadelphia location.

Income taxes, as a percentage of income befores taas 37% and 23.5% for the quarters ended Decer@ber2008 and 20C
respectively. The increase in 2008 is due to #uok lof significant permanent difference deduction2008 compared to 2007, princip:
related to exercised stock options and also tinttreased significance of state taxes in 2008.

The decrease in net income was primarily due tontbieease in expenses detailed above and losses imew operations in Dallas, Philadelf
and Las Vegas. Income before income taxes (eixeluwd corporate overhead) for same-location-s@®éed of club operations decrease
$1,974,984 for the three months ended Decembe2(®IB from $2,295,644 for same period ended DeceBihe2007, or by 14.0%.

Losses, before income taxes, at clubs losing mduoeyng the quarter ended December 31, 2008 excegté&dmillion. The significant losit
clubs include Ricks Cabarets in Austin, Las Vegas, Dallas and PHjphie and Club Onyx in Dallas. Following is an &mation of the ste|
management has taken or is in the process of takirgmedy these losses:

The Rick’s Cabaret in Dallas lost $323,000 before incomedaduring the quarter ended December 31, 2008ahuary 2009, we ha
converted the location to XTC Cabaret Dallas. Y¥agkults are very encouraging and we expect teast break even for the quarter er
March 31, 2009 and become profitable after that.

The Rick’s Cabaret in Austin lost $240,000 before incomedaduring the quarter ended December 31, 2008 h&Ve negotiated lower re
discontinued day shift and all kitchen and foodrafiens and are currently considering re-conceptiiglocation.

The Rick’'s Cabaret in Philadelphia lost $276,000 beforenmedaxes during the quarter ended December 31,. 20@8have converted t
location to Club Onyx Philadelphia in January 2G0% the club has already turned a slight profilamuary 2009. We expect contin
profitability in 2009 going forward.

Club Onyx Dallas did not have a liquor license dgrthe quarter ended December 2008 until Decemp20@8 and lost $188,000 bef
income taxes during the quarter. January is ayrpaafitable and we expect ongoing profits in tlisation.
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Rick’s Cabaret Las Vegas lost approximately $678,000reéhcome taxes for the quarter ended Decembe2®18. Due to the economy
Las Vegas, we will continue to lose money at thisation until the Las Vegas economy improves, beithvave made expense reductions ir
location subsequent to December 31, 2008 and lwopeet better results in the subsequent quarters.

LIQUIDITY AND CAPITAL RESOURCES

Working Capital and Cash Flows

At December 31, 2008, we had working capital of&8@9 compared to $327,800 at December 31, 2007.

Net cash used by operating activities in the timeaths ended December 31, 2008 was $575,682 cothfmamash provided of $2,258,329
the three months ended December 31, 2007. Theakszin cash provided by operating activities wasgrily due to the payment of incol
taxes and accounts payable during the quarter ebdeember 31, 2008.

We used $658,935 of cash in investing activitiesnduthe three months ended December 31, 2008 camupa $15,957,446 during the th
months ended December 31, 2007. The decreaserimapplly due to the acquisition of the new clubMiami Gardens, Florida on Novem
30, 2007. Cash of $1,389,895 was used by finarmitigities during the three months ended DecerBheP008 compared to $15,733,659 «
provided during the three months ended Decembe@Q7. The decrease in cash provided by finanauigyities is primarily the result
common stock issuances to raise capital for aaugitie new Florida club in 2007.

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

Put Options

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

The maximum obligation that could be owed if owc&twere valued at zero is $13,935,020 and is dstbin our balance sheet at Septer
30, 2008 as Temporary Equity. We consider this typEnancing transaction to be similar to interése debt. If we are required to buy b
any of these put options, the buy-back transadtitiroe purely a balance sheet transaction, affigctinly Temporary Equity and Stockholders’
Equity and will have no income statement effectldvang is a schedule of the annual obligation wewd have if our stock price remains
the future at the closing market price on Febr2ar2009 of $4.00 per share, of which there candassurance:
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For the Year Ended September

2009 $ 2,670,33
2010 3,702,72.
2011 3,000,00!
2012 2,115,00!
Total $11,488,06

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

Other Liquidity and Capital Resources

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

On September 29, 2008, our Board of Directors ainbd us to repurchase up to $5,000,000 worth otommon stock. During the fiscal y
ending September 30, 2008, no shares were purchesied this program. During the three months eridedember 31, 2008, we purcha
48,200 shares of common stock in the open mark@ieds ranging from $3.54 to $5.95.

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

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

IMPACT OF INFLATION

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

SEASONALITY

Our nightclub operations are affected by seasaabfs. Historically, we have experienced redusaenues from April through Septem

with the strongest operating results occurringriyi®ctober through March. Our experience to dadécates that there does not appear to
seasonal fluctuation in our Internet activities.
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GROWTH STRATEGY

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

On November 30, 2007, we purchased one night chdsation for $25,486,000 (which includes inventand other assets). The acquisi
was funded by the issuance of 1,165,000 sharearakstricted common stock and $10,000,000 in dEbt. the three months ended Decer
31, 2008, this nightclub operation had total rexemnaf approximately $5,721,000 and income befarerire taxes of approximately $2,267,(
compared to approximately $2,001,000 and $954 @3pectively, for the month of December 2007 gitechase in the previous year.

We continue to evaluate opportunities to acquing nghtclubs and anticipate acquiring new locatitmet fit our business model as we t
done in the past.

We also expect to continue to grow our Internefipoenters. We plan to focus on highargin Internet activities that leverage our marig
skills while requiring a low level of stattp cost and ongoing operating costs and refinetand our Internet sites for better positionin
organic search rankings amongst the major seamhdars. We will restructure affiliate programspmovide higher incentives to our curr
affiliates to better promote our Internet sitesjlevhctively seeking new affiliates to send trafficour Internet sites.

The acquisition of additional clubs and/or interogerations will require us to obtain additionabtler issuance of our common stock
both. There can be no assurance that we will e tabobtain additional financing on reasonablentein the future, if at all, should the ni
arise. An inability to obtain such additional fiidng could have an adverse effect on our growttesgy.

| te m 4T. Controls and Procedures.

Disclosure Controls and ProceduresWe maintain "disclosure controls and procedures Suech term is defined in Rules 13a-15(e) and Bd-1
(e) under the Securities Exchange Act of 1934 '(Ehechange Act"), that are designed to ensure tifatfination required to be disclosed by
in reports that we file or submit under the Excleaidgt is recorded, processed, summarized, and texparithin the time periods specifiec
Securities and Exchange Commission rules and foand, that such information is accumulated and comcated to our manageme
including our Chief Executive Officer and Chief Rircial Officer, as appropriate, to allow timely d#mns regarding required disclosure
designing and evaluating our disclosure controt@ocedures, management recognized that disclesateols and procedures, no matter
well conceived and operated, can provide only nealsie, not absolute, assurance that the objeabf/tse disclosure controls and proced
are met. Additionally, in designing disclosure coig and procedures, our management necessarilyregpsred to apply its judgment
evaluating the codtenefit relationship of possible disclosure comstrahd procedures. The design of any disclosurealergnd procedures a
is based in part upon certain assumptions aboulikbiéhood of future events, and there can be ssueance that any design will succee
achieving its stated goals under all potential feittonditions.

There were no changes in our internal control diwvemcial reporting during our first quarter endedcember 31, 2008, that have mater
affected or are reasonably likely to materiallyeatf our internal control over financial reporting.
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PART II—OTHER INFORMATION
| te m 1. Legal Proceedings.

In 1997, the City of Houston passed a comprehensex ordinance regulating the location of and tbedtict within sexually orient
businesses (the “Ordinancetyhich became the subject of litigation which affeour Sexually Oriented Business licenses in Hoyskexas
After extensive litigation, the Trial Court in Haos rendered its judgment in favor of the City afudton in January, 2007. The Trial Ci
found that the City of Houston met its burden tiesre were sufficient alternate sites availableelocate all of the existing sexually orier
businesses in Houston in 1997. The Trial Courhiébthe Ordinance constitutional and enforceablest#ial motions were heard and the re
sought, a stay against enforcement, was denietléb¥tial Court. An appeal to the Fifth Circuit Cbaf Appeals was timely filed. The Fi
Circuit granted a stay pending appeal. Oral argumes held before the Fifth Circuit Court of Apfgem August 2007. The Fifth Circi
Court of Appeals ruled in favor of the City of Hoois in September 2007. Pleadings were filed seekirstay against enforcement of
provisions of the Ordinance with the United St&gepreme Court in conjunction with the request thatUnited States Supreme Court hee
appeal of the Fifth Circuit Court of Appeals rulinhe United States Supreme Court refused totheamatter.

Additionally, we filed on behalf of three of ourud locations in Houston state court lawsuits segkirdicial review of the results of t
amortization process contained within the Ordinantlee amortization process was abated in 1998tdube possible multiplicity of cot
actions. The final order by the Trial Court resdltin the termination of the abatement and allottedamortization process to continue
provided in the Ordinance. Trial on the amortiaatcases was held in April 2008. At the conclusidrthe trial, the Court ruled that 1
amortization awards were proper and requestedfitidings of fact and conclusions of law be subnditte the Court as well as a judgmer
the case. A form of judgment has been entered &\Ciburt. The amortization award periods have alreagbired for our affected clubs. .
appeal of the amortization review by the Harris @gwDistrict Court was filed. A stay sought by ttlebs during the appeal was denied. Ir
event all efforts to stop enforcement activity faild the City of Houston elects to enforce the jnedgt, we, as well as every other simil
situated sexually oriented business located witiénincorporated area of Houston, Texas, will haveither cease providing nude or semide
entertainment or develop alternate methods of dipgraWe have already taken steps to clothe oter&iners in a manner to eliminate
need for licenses and not to be subject to therartie. Approximately 7.6% of our club operat®névenues and 1.8% of income be
income taxes for the three months ended DecemheP@I8 were in Houston, Texas. It is unknown & thme whether this will have
material effect on our operations.

OTHER LEGAL MATTERS

Beginning January 1, 2008, our Texas clubs becamed to a new state law requiring each club ttecbpay a $5 surcharge for every ¢
visitor. A lawsuit was filed by the Texas Ententaient Association, an organization to which wearaember, alleging the fee amounts t
an unconstitutional tax. On March 28, 2008, aeSEistrict Court Judge in Travis County, Texas dulleat the new state law violates the |
Amendment to the United States Constitution anthésefore invalid. The judges order enjoined the State from collecting or asiagsthe
tax. The State has appealed the couwstruling. In Texas, when cities or the State giatice of appeal, it supersedes and suspent
judgment, including the injunction. Therefore, fhdgment of the District Court cannot be enforcedl! the appeals are completed. Giver
suspension of the judgment, the State has optedliiect the tax pending the outcome of its app&dle Texas Third Court of Appeals he
oral argument in this case on February 11, 200@eker no decision is expected in the immediateréutin the meantime, we have paid the
for the first four calendar quarters under protasi expensed the tax in the accompanying finarsteaements, except for two location:
Dallas where the taxes have not been paid, butrev@ecruing and expensing the liability. The Compas Texas clubs have filed a sepa
lawsuit against the State to demand repaymenteotakes.
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| te m 2. Unregistered Sales of Equity Securitiesnal Use of Proceeds.

During the three months ended December 31, 200®unehased 48,200 shares of common stock in the w@eket at prices ranging from
$3.54 to $5.95. Following is a summary of our pases by month:

Period:

Month Ending

(@)

Total Number of Shares
(or Units) Purchased

(b)

Average Price Paid per
Share

(©

Total Number of Shares
(or Units) Purchased as
Part of Publicly
Announced Plans or

(d)

Maximum Number (or
Approximate Dollar
Value) of Shares (or

Units) that May Yet be

Programs Purchased Under the
Plans or Programs
October 31, 2008 - - - $5,000,00
November 30, 2008 46,500 $4.94 46,500 $4,953,50
December 31, 2008 1,700 $4.03 1,700 $4,951,80
Total 48,200 $4.91 48,200 $4,951,80

| te m 6. Exhibits.

Exhibit 31.1— Certification of Chief Executive Officer of Rick'Cabaret International, Inc. required by Rule £3a(1) or Rule 15d 44(a) o
the Securities Exchange Act of 1934, as adoptesuaumt to Section 302 of the Sarbanes-Oxley Ac06P2

Exhibit 31.2— Certification of Chief Financial Officer of Rick’Cabaret International, Inc. required by Rule £3a(1) or Rule 15d 44(a) o
the Securities Exchange Act of 1934, as adoptesuaumt to Section 302 of the Sarbanes-Oxley Ac06P2

Exhibit 32.1-- Certification of Chief Executive Officer of RitkCabaret International, Inc. pursuant to Secfi6f of the Sarbane@xley Acl
of 2002 and Section 1350 of 18 U.S.C. 63.

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

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

RICK'S CABARET INTERNATIONAL, INC.

Date: February 17, 20( By: /s/ Eric S. Langal
Eric S. Langar
Chief Executive Officer and Preside

Date: February 17, 20( By: /s/ Phillip K. Marshall
Phillip K. Marshall
Chief Financial Officer and Principal Accountingfioér
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E XH IBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Eric S. Langan, Chief Executive Officer and Raest of Rick’s Cabaret International, Inc., certifiat:
1. | have reviewed this quarterly report on Forn-Q of Rick's Cabaret International, In

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

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

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

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidiatieg to the issuer, including its consolidatedsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

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

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

(d) Disclosed in this report any change in the essuinternal control over financial reporting tlwtcurred during the issuer's nr
recent fiscal year that has materially affectedjsoreasonably likely to materially affect, theusss internal control over financ
reporting; and

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

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

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

Date: February 17, 20( By: [/s/ Eric S. Langa
Eric S. Langar

Chief Executive Officer and Preside




EX HI BIT 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002
I, Phillip K. Marshall, Chief Financial Officer dRick’s Cabaret International, Inc., certify that:
1. | have reviewed this quarterly report on Forn-Q of Rick's Cabaret International, In

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

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

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

(a) Designed such disclosure controls and procsdunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidiatieg to the issuer, including its consolidatedsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

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

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

(d) Disclosed in this report any change in the essuinternal control over financial reporting tlwtcurred during the issuer's nr
recent fiscal year that has materially affectedjsoreasonably likely to materially affect, theusss internal control over financ
reporting; and

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

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

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

Date: February 17, 20( By: /s/ Phillip K. Marshall
Phillip K. Marshall
Chief Financial Officer and Principal Accountingfioér




EXHIBIT 32.1

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

In connection with the quarterly report of Rick’alaret International, Inc. (the "Company") on FAi®aQ for the quarter ended December 31,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the "Report"), |, Eric.&ngan, Chief Executive Officer and
President of the Company, certify, pursuant to 18.0. 81350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that:

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

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

Date: February 17, 20( By: [/s/ Eric S. Langa
Eric S. Langar

Chief Executive Officer and Preside




EXHIBIT 32.2

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

In connection with the quarterly report of Rick’alaret International, Inc. (the "Company") on FAi®aQ for the quarter ended December 31,
2008 as filed with the Securities and Exchange Cimsion on the date hereof (the "Report"), |, Phiki. Marshall, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. §1380adopted pursuant to Section 906 of the Sarlb@rkes Act of 2002, that:

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

operations of the Company.

Date: February 17, 20( By: /s/ Phillip K. Marshal
Phillip K. Marshall
Chief Financial Officer and Principal AccountingfiCer




