UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

T Quarterly report pursuant to Section 13 Or 15(dhefSecurities Exchange Act of 1934; For the quirperiod ended: December 31,
2007
£ Transition report pursuant to Section 13 or 15¢dhe Securities Exchange Act of 19

Commission File Number: 0-26958

RICK'S CABARET INTERNATIONAL, INC.

(Exact name of registrant as specified in its @rart

Texas 76-045822¢
(State or other jurisdiction of incorporation (IRS Employer Identification No
organization’
10959 Cutten Road
Houston, Texas 77066
(Address of principal executive offices, includinig code)

(281) 397-6730
(Registrant's telephone number, including area)code

Check whether the issuer: (i) filed all reportsuiegd to be filed by Section 13 or 15(d) of the Eacge Act during the past 12 months (ol

such shorter period that the registrant was reduioefile such reports), and (ii) has been subjecsuch filing requirements for the past

days. Yes T No £

Indicate by check mark whether the registrantsbell company (as defined in Rule 12-b-2 of theHaxge Act). Yes £ No T
APPLICABLE ONLY TO CORPORATE ISSUERS

On February 4, 2008, there were 7,558,676 sharesromon stock, $.01 par value, outstanding (exolydieasury shares).

Transitional Small Business Disclosure Format (khate): Yes £ No T




PART |

Item 1.

Iltem 2.

Iltem 3.

PART Il

Item 1.

Iltem 2.

Iltem 6.

RICK'S CABARET INTERNATIONAL, INC.

TABLE OF CONTENTS

FINANCIAL INFORMATION
Financial Statemen
Consolidated Balance Sheets as of December 31, @0@udited) and September 30, 2007 (aud

Consolidated Statements of Operations for the thheeths ended December 31, 2007 and 2006 (una

Consolidated Statements of Cash Flows for the thr@eths ended December 31, 2007 and 2006 (unay

Notes to Consolidated Financial Stateme
Management's Discussion and Analysis or Plan of&jpa

Controls and Procedur

OTHER INFORMATION

Legal Proceeding

Unregistered Sales of Equity Securities and Udero€eed:
Exhibits

Signature:

16

22

22

23

24

25




Table of Contents
PART | FINANCIAL INFORMATION
ltem 1. Financial Statements.

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

ASSETS
DECEMBER 31, SEPTEMBER 3C
2007 2007
(UNAUDITED) (AUDITED)
CURRENT ASSETS
Cash and cash equivale $ 5,033,301 $ 2,998,75!
Accounts receivabl
Trade 559,57( 557,29!
Other, ne 302,17( 218,74t
Marketable securitie 17,79¢ 33,36¢
Inventories 1,139,08: 368,55
Prepaid expenses and other current assets 446,86 286,88.
Total current asse 7,498,78. 4,463,60
PROPERTY AND EQUIPMENT
Buildings, land and leasehold improveme 25,192,82 21,249,42
Furniture and equipme! 7,183,83. 5,770,18!
32,376,65 27,019,61
Accumulated depreciatic (6,116,710 (5,654,20)
Total property and equipment, r 26,259,94 21,365,41
OTHER ASSETS
Goodwill and indefinite lived intangible 47,148,53 20,179,61
Definite lived intangibles, n¢ 849,76( 698,58«
Other 438,92! 368,54«
Total other asse 48,437,21 21,246,73
Total assets $ 82,19593 $ 47,075,76

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

LIABILITIES AND STOCKHOLDERS' EQUITY

DECEMBER 31, SEPTEMBER 3C

2007 2007
(UNAUDITED) (AUDITED)
CURRENT LIABILITIES:
Accounts payabl-trade $ 719,19¢ $ 493,49¢
Accrued liabilities 2,194,51: 1,709,421
Current portion of long-term debt 3,292,02 3,291,15.
Total current liabilities 6,205,73 5,494,07!
Deferred tax liability 11,373,96 4,391,49!
Other lon¢-term liabilities 449,80: 420,41!
Long-term debt, less current porti 18,927,25 9,011,18!
Long-term dek-related partie 2,085,00! 2,085,00!
Total liabilities 39,041,76 21,402,17
COMMITMENTS AND CONTINGENCIES - -
MINORITY INTERESTS 2,81¢ 180,72¢
TEMPORARY EQUITY- Common stock, subject to put rights (125,000 arisl@®10 shares
respectively’ 1,000,001 1,450,001
PERMANENT STOCKHOLDERS' EQUITY
Preferred stock, $.10 par, 1,000,000 shares aa#tirnone issued and outstand - -
Common stock, $.01 par, 15,000,000 shares autthr®;840,380 and 6,903,354 shares is 83,40« 69,03«
Additional paic-in capital 38,970,03 22,643,59
Accumulated other comprehensive inco 4,44¢ 20,02:
Retained earning 4,387,25! 2,603,98
Less 908,530 shares of common stock held in trgaaticost (1,293,78)) (1,293,78))
Total permanent stockhold’ equity 42,151,36 24,042,85
Total liabilities and stockholde’ equity $ 82,19593 $ 47,075,76

See accompanying notes to consolidated financissents.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE THREE MONTHS
ENDED DECEMBER 31
2007 2006

(UNAUDITED)

Revenues
Sales of alcoholic beverag $ 4,195,19: $ 2,594,59
Sales of food and merchand 1,060,33: 664,08t
Service revenue 5,023,49 3,351,79:i
Internet revenue 170,78¢ 187,97¢
Other 504,52¢ 231,66
Total revenue 10,954,33 7,030,12!
Operating expense
Cost of goods sol 1,341,83 891,16¢
Salaries and wagt 2,586,471 2,071,138
Stock compensatic 39,27( 65,35¢
Other general and administrati\
Taxes and permit 1,235,79: 872,94t
Charge card fee 198,71( 144,00:
Rent 464,45! 353,23.
Legal and profession 293,37 238,85¢
Advertising and marketin 360,83: 358,76¢
Insurance 201,39¢ 128,45:
Utilities 209,73! 166,41
Depreciation and amortizatic 511,33¢ 364,60:
Other 939,23: 788,29¢
Total operating expenses 8,382,44. 6,443,23!
Income from operatior 2,571,89 586,89(
Other income (expense
Interest incomt 43,06¢ 10,63«
Interest expens (461,88)) (325,56°)
Minority interests 177,91 80,99:
Income before income tax 2,330,99. 352,95
Income taxe: 547,72. -
Net income $ 1,783,27. $ 352,95:
Basic and diluted earnings per shs
Net income, basi $ 0.2¢ $ 0.07
Net income, dilute $ 02, % 0.0¢
Weighted average number of common shares outsigr
Basic 6,806,23. 5,141,48
Diluted 7,635,32 5,433,02.

Comprehensive income for the three months ende@rmleer 31, 2007 and 2006 was $1,767,700 and $33#@82ectively. This includes 1
changes in available-for-sale securities and reztnre.

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

FOR THE THREE MONTHS
ENDED DECEMBER 31
2007 2006
(UNAUDITED)  (UNAUDITED)
CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 1,783,27. $ 352,95:
Adjustments to reconcile net income to cash pravidy operating activities
Depreciation and amortizatic 511,33¢ 364,60:
Bad debt: - 13,38¢
Deferred taxe (52,82%) -
Amortization of note discout 8,88¢ 8,88¢
Beneficial conversiol 4,48¢ 4,48¢
Minority interests (177,91) (80,999
Deferred rent: 29,38¢ 30,65:
Common stock issued for interest paynm 21,44¢ 25,02
Stock options issued for employee servi 39,27( 65,35¢
Changes in operating assets and liabilities 90,97¢ (72,53¢)
Cash provided by operating activiti 2,258,32! 711,82(
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of prope 36,00( 9,69t
Additions to property and equipme (570,019 (253,99)
Acquisition of businesses, net of cash acqu (15,486,37) (500,001)
Payments from notes receivable 62,94! 8,84¢
Cash used in investing activiti (15,957,44) (735,459
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from sale of common st 14,976,70 -
Proceeds from stock options exerci: 161,70( 350,53:
Proceeds from lor-term debt 1,000,001 600,00(
Payments on long-term debt (404,74) (319,299
Cash provided by financing activiti 15,733,65 631,23
NET INCREASE IN CASI 2,034,54; 607,60:
CASH AT BEGINNING OF PERIOD 2,998,75! 854,93.
CASH AT END OF PERIOD $ 5,033,300 $ 1,462,53!
CASH PAID DURING PERIOD FOR
Interest $ 297,81: $ 284,60!
Taxes $ 460,48 $ -

Non-cash transactions:

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

During October 2006, the Company purchased a 51#ewship interest of Playmates Gentlense@lub LLC for $1,533,750, payable w
$500,000 cash at closing and 125,000 shares oictest common stock.

In November 2006, the holder of a convertible délmenconverted $25,023 of interest owed into 5868 es of restricted common stock.

In December 2006, the Company foreclosed on aeetal house due to nquayment of a note receivable from an unrelatedi tharty. Th
balance of the note receivable was $ 55,175.

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

Non-cash transactions (continued):

On November 30, 2007, the Company purchased TostSigbaret in Florida for $25,486,000 (which inckidé inventory 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 détmenconverted $713,807 of principal and interesed into 150,134 shares of restric
common stock.

See accompanying notes to consolidated financtistents
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007
(UNAUDITED)

1. BASIS OF PRESENTATION

The accompanying unaudited financial statements haen prepared in accordance with accountingiple@scgenerally accepted in the Un
States of America for interim financial informati@nd with the instructions to Form 10-QSB of Retjata SB. 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®ed 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, 2007 areegessarily indicative of the results
may be expected for the year ending September(8B.2

2. RECENT ACCOUNTING STANDARDS AND PRONOUNCEMENTS

In 2006, the FASB issued Interpretation No. 48 KtFI8"), Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statement
No. 109, Accounting for Income Taxes. FIN 48 clarifies the accounting for uncertaintyimeome taxes recognized in an enterpriséisiancia
statements in accordance with SFAS 109. FIN 48 ptsscribes a recognition threshold and measureattibute for the financial statem:
recognition and measurement of a tax position takeexpected to be taken in a tax return. FIN A&vides guidance on decognition
classification, interest and penalties, accountimgnterim periods, disclosure and transition. Te@mpany adopted FIN 48 as of Octobe
2007, as required.

The current Company policy classifies any interestognized on an underpayment of income taxes tasest expense and classifies
statutory penalties recognized on a tax positiogerseral and administrative expense. There wamteoest and an insignificant amoun
general and administrative expenses recognizetbdeta income taxes for the three months ended ibeee 31, 2007. The Company has
taken a tax position that would have a materiaafbn the financial statements or the effectiwertde for the three months ended Decel
31, 2007 or during the prior three years applicaiider FIN 48. It is determined not to be reastnpbssible for the amounts of unrecogni
tax benefits to significantly increase or decreaghin 12 months fo the adoption of FIN 48. Then@jmany is currently subject to a three \
statute of limitations by major tax jurisdictions.

3. STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION

Below is the summary of common stock options outiteg as of December 31, 2007:

Options Option Options Available
Employee and Director Stock Option Pl Authorized Outstanding Vested for Grant
1999 Stock Option Pla 1,500,00( 510,000 440,000 438,000

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 non-qualified options. The Pladministered by the Board of




Table of Contents

RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

3. STOCK OPTIONS AND STOCK-BASED EMPLOYEE COMPENSATION - continued

Directors or by a compensation committee of therBad Directors. The Board of Directors has thelesive power to select individuals
receive grants, to establish the terms of the aptgranted to each participant, provided that ptioms granted shall be granted at an exe
price equal to at least 85% of the fair market gadfithe common stock covered by the option orgtiaat date and to make all determinat
necessary or advisable under the Plan. The opmmsubject to termination of employment and gaheexpire five years from the date
grant. Employee options generally vest in instaelits over two years. As of December 31, 2007,0fBBshares of common stock w
available for future grants under the Plan.

Accounting Treatment

Effective October 1, 2006, the Company adopted tFer value recognition provisions of Statement ofingncia
Accounting Standards No. 123Rhare-Based Payments , using the modified prospective application meththder this transition methc
compensation cost recognized for the three momitdese December 31, 2007 and 2006 includes the afdi@mounts of: (a) compensatio

all stock-based payments granted prior to, butyedtvested as of October 1, 2007 (based on the-deda fair value estimated in accorde
with the original provisions of SFAS 123 and preagty presented in pro forma footnote disclosurasyl (b) compensation cost for all stock-
based payments granted subsequent to October &,23@d on the gradite fair value estimated in accordance with the peovisions ¢
SFAS No. 123R). Results for periods prior to Oetob, 2006, have not been restated. The compensatist recognized for the three mol
ended December 31, 2007 was $39,270 as a resintpiEmenting SFAS No. 123R. There were 35,000kstiqution exercises for the thi
months ended December 31, 2007.

There were no stock option grants for the threettmperiod ended December 31, 2007.
Stock Option Activity

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

Shares Weighted Weighted Aggregate
Average Average Intrinsic Value
Exercise Price Remaining
Contractual

Term (years
Outstanding as of September 30, 2! 545,00 $ 3.61
Granted at market pri -
Granted above market pri -
Cancelled or expire -
Exercise( (35,000 $ 4.62
Outstanding as of December 31, 2( 510,000 $ 3.5¢ 182 % 11,921,55

Options exercisable as of December 31, Z 440,000 $ 2.61 1.7: % 10,695,15
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007
4. SEGMENT INFORMATION

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

FOR THE THREE MONTHS
ENDED DECEMBER 31

2007 2006
REVENUES
Club operation: $ 10,783,54 $ 6,842,15.
Internet websites 170,78 187,97¢
$ 10,954,33 $ 7,030,12!
NET INCOME (LOSS)
Club operation: $ 3,248,67. $ 1,082,771
Internet website 14,17( 25,13¢
Corporate expenses (1,479,570 (754,96()
$ 1,783,27. $ 352,95«

5. LONG-TERM DEBT

On November 9, 2006, the Company entered into atible debentures with three shareholders for agpal sum of $600,000. The tern
for two years and the interest rate is 12% per annAt the election of the holders, the holdersenhthe right at any time to convert all or
portion of the principal or interest amount of thebentures into shares of the Compargdmmon stock at a rate of $7.50 per share, whia:
higher than the closing price of the Compangtock on November 9, 2006. The debentures pepwdtsent shareholder approval, tha
number of shares of the Compasmycommon stock that may be issued by the Comparacquired by the holders upon conversion o
debentures shall not exceed 19.99% of the totabeurof issued and outstanding shares of the Compamynmon stock. The proceeds of
debentures were used for the acquisition of a 5iteoship interest of Playmates Gentlemen’s Club LLC

On October 12, 2007, the Company borrowed $1,000f@fn an investment company under terms of a 10%vertible debenture. Inter
only is payable quarterly until the principal plascrued interest is due in nine equal quarterlyngayts beginning in October 2008.
debenture is subject to optional redemption at tamg after 366 days from the date of issuance 88d@f the principal face amount p
accrued interest. The debenture plus any outstgntbinvertible interest is convertible by the holdgo shares of our common stock at
time prior to the maturity date at the conversioitg of $12 per shareThe value of the embedded beneficial conversiotufeaon the no
payable was calculated using the EITF Issue No5,98¢ecounting for Convertible Securities with Beneficial Conversion Features or
Contingently Adjustable Conversion Ratios. For the three months ended December 31, 2007 esitexpense related to the value of
embedded beneficial conversion feature was imnadteri

In November 2007, the holder of a convertible délnenelected to convert $713,807 of principal ameriest owed into 150,134 shares of
Company's restricted common stock.

On November 30, 2007, in connection with the adtjoisof Tootsie's Cabaret (see Note 9), the Companered into two secured promiss
notes in the amount of $5,000,000 each to thersegllbe "Notes"). The Notes will bear interesttad tate of 14% per annum with the princ
payable in one lump sum payment on November 300.20terest on the Notes will be payable monthiyairears, with the first payment be
due thirty (30) days after the closing of the tei®n. The Company cannot ppay the Notes during the first twelve (12) montihereaftel
the Company may prepay the Notes, in whole or i, peiovided that (i) any prepayment by the Comp&moyn December 1, 2008 throt
November 30, 2009, shall be paid at a rate of 1d0%e original principal amount and (ii) any prgpeent by the Company after Novem
30, 2009, may
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

5. LONG-TERM DEBT - continued
be prepaid without penalty at a rate of 100% ofdtiginal principal amount.
6. TEMPORARY EQUITY

During the three months ended December 31, 200000Ghares of the Comparytommon stock valued at $450,000 were reclasdifed
temporary equity to permanent equity, as the haddlerput option sold such shares on the open rharke

7. COMMON STOCK

On November 19, 2007, the Company completed a teriplacement of equity securities solely to acd¢estinvestors. Pursuant to the pri
placement, the Company issued 1,165,000 shardseo€bmpanys restricted common stock at a price of $14.00gbare for a total gro
offering price of $16,310,000 with net proceedsapproximately $15,000,000 to the Company after egps. Pursuant to the terms of
transaction, the Company is obligated to file dastegtion statement no later than February 15, 200& offer and sale of the common s
was made pursuant to exemptions from the registratequirements of the Act pursuant to Section 4(J Rule 506 of Regulation
promulgated thereunder. All of the offers and saleshe common stock were made exclusively to “aedited investors”ds such term
defined in Rule 501(a) of Regulation D) in offerslasales not involving a public offering. The puasers purchased the securities for their
account and not with a view towards or for res@le private placement was conducted without gersadaitation or advertising.

8. EARNINGS PER SHARE (EPS)

The Company computes earnings per share in acamdaith 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 comehares outstanding for the period. Diluted iegmper share reflect the poter
dilution of securities that could share in the @zga of the Company.

Potential common stock shares consist of sharésthy arise from outstanding dilutive common stegkrants and options (the numbe
which is computed using the “treasury stock methaaiitl from outstanding convertible debentures (thrabrr of which is computed using
“if converted method”). Diluted EPS considers gogential dilution that could occur if the Compasputstanding 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
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

8. EARNINGS PER SHARE (EPS)- continued

FOR THE THREE MONTHS
ENDED DECEMBER 31
2007 2006
(UNAUDITED) (UNAUDITED)
Basic earnings per shal

Net earnings applicable to common stockholt $ 1,783,27. $ 352,95:

Average number of common shares outstan 6,806,23 5,141,48!
Basic earnings per she $ 0.2¢ $ 0.07
Diluted earnings per shat

Net earnings applicable to common stockholt $ 1,783,27. $ 352,95

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

Adj. net earnings for diluted EPS computation $ 1,845,82 $ 352,95«
Average number of common shares outstanc

Common shares outstandi 6,806,23. 5,141,48!

Potential dilutive shares resulting from exercitaarrants and options (. 403,13¢ 291,53

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

Total average number of common shares outstandied for dilution 7,635,32! 5,433,02.
Diluted earnings per share $ 0.2/ % 0.0€

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

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

(3) Convertible debentures (principal and accrugdrest) outstanding at December 31, 2007 and 2#@6éng $3,074,639 and $3,102,6
respectively, were convertible into common stocl gtrice from $3.00 to $12.00 per share in 2007 rasdlted in additional common she
(based on average balances outstanding). Potdiitiive shares of 72,463 for the three monthseendecember 31, 2007 have been excl
from earnings per share due to being anti-dilutive.

10
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

9. ACQUISITIONS AND DISPOSITIONS

On October 11, 2006, the Company sold its propeitieWise County for $165,000, which was the vadfighe properties included in t
Company’s balance sheet at September 30, 2006rafterding an impairment charge of $68,134 in Saptr 2006.

On November 10, 2006, the Company purchased a 5dfership interest of Playmates Gentlense@lub LLC, an operator of an ac
nightclub in Austin, Texas. The club is located®&i0 Springdale Street. The purchase price &3Rl750 was paid $500,000 cash at clc
and 125,000 shares of the Company’s restricted aamsiock, valued at $8.27 per share in accordariteBATF 99-12Determination of the
Measurement Date for the Market Price of Acquirer Securities Issued in a Purchase Business Combination . The club has been convertes
Rick’s Austin. As part of the agreement, twelve morsdfier the closing date, the seller has the right, ot the obligation, to have 1
Company buy the shares at a price of $8.00 pee<itaa rate of no more than 5,000 shares per morthsuch time as the seller receive
total of $1,000,000 from the sale of such shardterAatively, the seller has the option to selltssbares in the open market. The transa
was the result of armength negotiations between the parties. As alt,e$1,000,000 was added to temporary equity inabeompanyin
balance sheets.

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

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

The results of operations of this acquired enfitgm November 10, 2006 to December 31, 2006, ackidied in the Compang’results ¢
operations, with minority interest offsetting suelsults in the balance sheet.

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

On April 23, 2007, the Company completed a tratisador the purchase of 100% of the outstandingnoon stock of W.K.C., Inc., a Te»
corporation (the "Business"), which owned and ofgelr@n adult entertainment cabaret known as Newa@sl Nights ("New Orleans Night
located in Fort Worth, Texas. Pursuant to theksfmorchase agreement, the Company acquired then@ssfor a total cash purchase pric
$4,900,000. As part of the transaction, the seligered a fivgrear covenant not to compete with the CompanyherBusiness. In additic
RCI Holdings, Inc., the Compars/'wholly owned subsidiary ("RCI"), entered into assignment of that certain real estate sales ao
between the owner of the property and W.K.C., facthe purchase of the real property located &t 7Calmont, Fort Worth, Texas 76116
"Real Property") where New Orleans Nights is lodater a total purchase price of $2,500,000, whiohnsisted of $100,000 in cash
$2,400,000 payable in a six year promissory notili¢asellers which will accrue interest at the 1@it§.25% for the first two years, 8.25%
years three and four and 9.25% thereafter (the Mixsory Note"). The Promissory Note is securedabyleed of trust and secu
agreement. Further, RCI entered into an assignemehtassumption of lease agreement with the seébleassume the lease agreement fo
Real Property.

11
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007
9. ACQUISITIONS AND DISPOSITIONS - continued

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

Net current asse $ 30,48¢
Property and equipme 2,968,12
Non-compete agreeme 100,00(
Goodwill 1,540,29
SOB license: 4,401,51:
Deferred tax liability (1,540,29)
Net assets acquire $ 7,500,122

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

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

For the three
months ended
December 31,

2006
Revenue! $ 8,042,00!
Net income $ 516,00(
Net income per sha~ basic $ 0.0¢
Net income per sha~ diluted $ 0.0¢
Weighted average shares outstan basic 5,816,48!
Weighted average shares outstanc- diluted 6,108,02-

On May 10, 2007, the Company entered into a Licensigreement with Rick’s Buenos Aires Sociedad Amn(“Licensee”),a corporatio
organized under the laws of Argentina. The Compagreed to grant Licensee a license for use antbieegion of the Companyg logos
trademarks and service marks for the operation rofadult entertainment facility in the city of Buend\ires, Argentina, and La
America. Pursuant to the agreement, Licensee ddoepay the Company a royalty fee equal to 109ro$s revenues of Licensedjusines
net of any value added tax. No club has opened #ss time, but plans are for a location to of@nbusiness by the end of the second qu
of 2008.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

9. ACQUISITIONS AND DISPOSITIONS - continued

On November 30, 2007, the Company entered intooakSPurchase Agreement for the acquisition of 1Qff%he issued and outstand
common stock of Stellar Management Corporationloaida corporation (the "Stellar Stock™") and 100%4te issued and outstanding comr
stock of Miami Garden Square One, Inc., a Floridgooration (the "MGSO Stock") which owns and opesaan adult entertainment cab
known as "Tootsie’s Cabaret" ("Toots#) located at 150 NW 183rd Street, Miami Gardéitstida 33169 (the "Transaction"). Pursuant tc
Stock Purchase Agreement, the Company acquireStiiar Stock and the MGSO Stock from Norman Hicken@Hickmore") and Richa
Stanton ("Stanton") for a total purchase price 26,886,000 (which includes inventory and other @3spayable to the sellers $15,486,0C
cash, $10,000,000 pursuant to two secured pronyissates in the amount of $5,000,000 each to StaatwhHickmore (the "Notes"), pl
estimated transaction costs of $125,000. The Neitbear interest at the rate of 14% per annunhulite principal payable in one lump <
payment on November 30, 2010. Interest on the Noiéde payable monthly, in arrears, with the fippyment being due thirty (30) days &
the closing of the Transaction. The Company capm®pay the Notes during the first twelve (12) monthgreafter, the Company may pre
the Notes, in whole or in part, provided that flyarepayment by the Company from December 1, 2068igh November 30, 2009, shall
paid at a rate of 110% of the original principaleamt and (ii) any prepayment by the Company aftevédnber 30, 2009, may be pref
without penalty at a rate of 100% of the originghpipal amount. The Notes are secured by the&t8ilock and MGSO Stock under a Ple
and Security Agreement. As part of the Transactitibkmore and Stanton entered into figgar covenants not to compete with the Comg
Additionally, as part of the Transaction, the Compa&ntered into Assignment to Lease Agreements thighlandlord for the property wht
Tootsies is located. The underlying lease agreementh&optoperty provide for an original lease term tigto June 30, 2014, with two opt
periods which give the Company the right to ledse groperty through June 30, 2034. The terms anditons of the transaction were
result of extensive arm's length negotiations betwbe parties.

The following information summarizes the initialaation 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 $ 390,00(
Property and equipment and other as 4,919,001
Non-compete agreeme 200,00(
Goodwill 7,036,001
SOB license: 20,102,00
Deferred tax liability (7,036,000
Net assets acquire $ 25,611,00

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 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.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

9. ACQUISITIONS AND DISPOSITIONS - continued

Revenue!
Net income

Net income per sha~ basic
Net income per shar- diluted

Weighted average shares outstane basic
Weighted average shares outstanc- diluted

FOR THE THREE MONTHS
ENDED DECEMBER 31

2007

$ 13,960,99
$ 2,126,99

$ 0.2¢
$ 0.2¢

7,439,38
8,268,47!

2006

$ 11,263,95
$ 1,690,17

$ 0.27
$ 0.2¢

6,306,48!
6,598,02:

The following unaudited pro forma information pretethe results of operations as if the acquisitioh W.K.C., Inc. and Miami Garde
Square One, Inc. had occurred as of the beginritiggdmmediate preceding period. The pro fornfarimation is not necessarily indicative
what would have occurred had the acquisition beadaras of such periods, nor is it indicative otifatresults of operations. The pro fo
amounts give effect to appropriate adjustmentshierfair value of the assets acquired, amortizatidntangibles and interest expense.

Revenue!
Net income

Net income per sha~ basic
Net income per shar- diluted

Weighted average shares outstane basic
Weighted average shares outstanc- diluted
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FOR THE THREE MONTHS
ENDED DECEMBER 31

2007

13,960,99
2,126,99

0.2¢€
0.2¢€

7,439,38
8,268,47!

2006

12,275,82
1,853,22.

0.27
0.2

6,981,48!
7,273,02
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

10. INCOME TAXES

Income tax expense for the years presented differa the “expectedfederal income tax expense computed by applyingutg feder:
statutory rate of 34% to earnings before incomegdwr the three months ended December 31, asith oéshe following:

2007 2006
Computed expected tax expel $ 792,53t $ 120,00«
State income taxe 23,31( 3,52¢
Stock option disqualifying dispositions and otherrmpanent difference (268,129) (232,609)
Change in deferred tax valuation allowa - 109,07!
Total income tax expense $ 547,72: $ .

11. SUBSEQUENT EVENTS

On January 29, 2008, the Company entered into anfle@mendment to Purchase Agreement (thménded and Restated Purct
Agreement”) pursuant to which the Company will dogui00% (rather than 51%) of the issued and outistg shares (the “TEZ Sharess)
The End Zone, Inc. (“TEZ ") from Vince Piazza (“&=l). TEZ owns and operates “Crazy Horse Too Catigthe “Club®) located at 29C
South Columbus Blvd., Philadelphia, Pennsylvan®d4B (the “Real Property”). As previously disclds@ s part of the transaction, «
subsidiary, RCI Holdings, Inc. (“RCI Holdings”) wihcquire from Seller or the Piazza Family Limitédrtnership (the “Partnership Seller”
51% of the issued and outstanding partnershipéaatdthe “Partnership Interestst) TEZ Real Estate, LP, a Pennsylvania limited renghiy
(the “Partnership”) and 51% of the issued and auatdihg membership interest (the “Membership Intsfgsn TEZ Management, LLC,
Pennsylvania limited liability company, which isthyeneral partner of the Partnership (the “Gerieaainer”). The Partnership owns the R
Property where the Club is located.

The Purchase Agreement originally provided forifseiance of 225,000 shares of the Compangstricted common stock for the T
Shares and the payment of $3,500,000 for the RafhtipeInterests and Membership Interests. Purstahe terms of the Amended
Restated Purchase Agreement, at closing the Compdhgiow issue 195,000 shares of the Company istett common stock (the “Rick’
Shares”)in exchange for the TEZ Shares. RCI Holdings paty the previously announced price of $3,500,00@He Partnership Interests :
Membership Interests. In addition, the Amended Radtated Purchase Agreement changed the terrhe gbut” provision to provide that, «
or after one year after the closing date, the Bshall have the right, but not the obligation fvé Rick’s purchase from Seller 5,000 Rk’
Shares per month (the “Monthly Share€jculated at a price per share equal to $23.06lpae (previously valued at $10.00 in the Purc
Agreement) (“Value of the Rick’s Shares”) until tiseller has received a total of $4,485,000 from ghke of the Ricls Shares. At tt
Companys election during any given month, the Company eithyer buy the Monthly Shares or, if the Compargcehot to buy the Month
Shares from the Seller, then the Seller shallteellMonthly Shares in the open market. Any deficiebetween the amount which the S
receives from the sale of the Monthly Shares aprdvihilue of the Ricls Shares shall be paid by the Company within tfBgéusiness days
the date of sale of the Monthly Shares during plzaticular month. In the event the Seller eledssta “put” the Ricks Shares to the Compa
the Seller shall not sell more than 25,000 Rickiar®s per 30-day period and shall not sell more #8000 Rick’s Shares per @@y periol
regardless of whether the Seller “puts” the RicBhares to the Company, sells them in the opekanagells them in a private transactior
otherwise. The Company’s obligation to purchageMonthly Shares from the Seller shi@fminate and cease at such time as the Sell
received a total of $4,485,000 from the sale ofRiek’s Shares and any deficiency.
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RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

11. SUBSEQUENT EVENTS- continued

Upon closing of the transaction, the Seller andRbegnership Seller will enter a fiwear agreement not to compete with the Companyimwg
twenty (20) mile radius of the Club. Further, aisihg RCI Holdings and the Partnership Seller sbiatér into a First Amendment to Limi
Partnership Agreement relating to the ownershighefr partnership interests and a First Amendmer@perating Agreement relating to
ownership of their membership interests. Additibnat closing the Company will enter into a neaase agreement with the Partnership g
it the right to lease the Real Property for twef®9) years with an option to extend the lease foadditional nine years and eleven montl
$50,000 per month subject to adjustment for in@eas the Consumer Price Index (CPI) every fiveryehuring the original term and 1
option term, or 8% of gross sales, whichever ishéig Finally, as part of the transaction, the Camypwill enter into a Lock-up/Leadui
Agreement with the Seller regarding the sale oRiek’s Shares.

The Agreement provides for the transaction to closeor before seven (7) days after the approvaheftransfer of the TEZ Shares to
Company by the Pennsylvania Liquor Control Boardt, ib no event later than March 15, 2008, contingegyon the transfer of all necess
licenses and permits, and other conditions to itpsjpical for transactions of this nature.

Beginning January 1, 2008, the Companykxas clubs became subject to a new state lavirirggithe Company to collect a $5 surcharge
every club visitor. A lawsuit has been filed byetliexas Entertainment Association, an organizatiomwhich the Company is a memt
alleging the fee amounts to be unconstitutional tkthis time, it is premature for the Companyktow what effect, if any, the fee will he
on the Company’s patron business or profitability.

Effective February 1, 2008, the Company borrowe®®1,000 from a lender. The funds were utilizegay off certain other Company deb
the amount of $1,797,529. The new debt bears Bitete9% and interest is payable monthly until Baby 1, 2013, at which time the princi
is due in full. The note is collateralized by cart@ompany-owned property in Minneapolis, Minnesota

It em2. Management's Discussion and Analysis or Plan of Opations.

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 cautionatgtement in this Form 1QSB to make applicable and take advantage of tfeetsabo
provision of the Private Securities Litigation Refo Act of 1995 for any forwartboking statements made by, or on behalf of,
Company. Forwardboking statements include statements concerniagsplobjectives, goals, strategies, future eventgedformance ar
underlying assumptions and other statements, wéniehother than statements of historical facts.talresstatements in this Form 1IP8B arn
forward-looking statements. Words such as "expetiglieves,” "anticipates,”rthay,” and "estimates” and similar expressions riended 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 expectatibeefs and projections are expresse
good faith and are believed by the Company to teveasonable basis, including without limitatiorgnagement’'s examination of histor
operating trends, data contained in the Comparmgerds and other data available from third partieg, there can be no assurance
management's expectation, beliefs or projectiotisregult, be achieved, or be accomplished. Initaadto other factors and matters discu
elsewhere herein, the following are important festiat, in the view of the Company, could caus¢ens adverse affects on the Compa
financial condition and results of operations: tis&s and uncertainties relating to our Internetgrations, the impact and implementation of
sexually oriented business ordinances in the jiotisths where our facilities operate, competitieetbrs, the timing of the openings of o
clubs, the availability of acceptable financingfimd corporate expansion efforts, and the deperelenckey personnel. The Company ha
obligation to update or revise these forward-logkitatements to reflect the occurrence of futuenessor circumstances.
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GENERAL
We presently conduct our business in two diffeegets of operation:

1. We own and operate upscale adult nightclsbssing primarily businessmen and profession@isr nightclubs offer live adt
entertainment, restaurant and bar operations. Weamwd operate ten adult nightclubs under the ndRiek's Cabaret" and "XTC" in Houst«
Austin, Fort Worth and San Antonio, Texas; MinndapdJinnesota; and New York, New York. We alsceagte three upscale venues
cater especially to urban professionals, businessamgl professional athletes called “Club Onyx”Houston, Texas and Charlotte, Nt
Carolina. In August, 2007, we converted our Cluiy®location in San Antonio, Texas to "Encountergliich is a club for adult couples w
enjoy the swingers' lifestyle. Currently, our ngwtquired club in Miami Gardens, Florida, operatesTootsies Cabaret. “

2. We have the following Internet activities:

a)  We currently own two adult Internet membership VW#les at www.couplestouch.coamd www.xxxpassword.com We acquir
www.xxxpassword.corsite content from wholesalel

b)  We operate an online auction site www.naughtybaia.c This site provides our customers with the opputy to purchase adi
products and services in an auction format. We earenues by charging fees for each transactiodwzied on the automated s

Our nightclub revenues are derived from the saldicpfor, beer, wine, food, merchandise, cover cbsrgnembership fees, indepen:
contractors' fees, commissions from vending and Afilchines, valet parking, and other products amdicgs. Our internet revenues
derived from subscriptions to adult content inténwebsites, traffic/referral revenues, and comrissiearned on the sale of products
services through Internet auction sites, and adhgvities. Our fiscal year end is September 30.

RESULTS OF OPERATIONS FOR THE THREE MONTHS ENDED DECEMBER 31, 2007 AS COMPARED TO THE THREE
MONTHS ENDED DECEMBER 31, 2006

For the three months ended December 31, 2007, dedresolidated total revenues of $10,954,338 coethtr consolidated total revenue
$7,030,129 for the three months ended Decembe2®15, an increase of $3,924,209 or 55.82%. The&se in total revenues was prime
attributable to the increase in revenues generbjedur new clubs in Fort Worth, Texas and Miami @ems, Florida in the amount
$3,034,106 and by the increase in revenues gedebateour other locations in the amount of $907,282,3.26% increase; offset by
decrease in internet operations in the amount 81D, a 9.14% decrease, from a year agiotal revenues for same-location-sapesiod o
club operations increased to $7,541,210 for theettmonths ended December 31, 2007 from $6,670@9%ame period ended December
2006, a 13.04% increase. The increase was priretiibutable to the overall increase in reveninesur club operations.
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The cost of goods sold for the three months endeceBber 31, 2007 was 12.25% of total revenues cadpa 12.68% for the three mon
ended December 31, 2006. The decrease was duarjyitto the decrease in cost of goods sold atenisting clubs. The cost of goods ¢
for the club operations for the three months eridedember 31, 2007 was 12.37% compared to 12.89%éothree months ended Decen
31, 2006. The cost of goods sold from our inteopetrations for the three months ended Decembe2®X7, was 4.64% compared to 4.97%
the three months ended December 31, 2006. Theofagbods sold for same-location-saperiod of club operations for the three mo
ended December 31, 2007 was 11.35%, compared48%2for the same period ended December 31, 2006.

Payroll and related costs for the three months eémecember 31, 2007 were $2,586,476 compared @y $2,37 for the three months en
December 31, 2006. The increase was primarily tdugddition of the new clubs. Payroll for samealtb@n-sameperiod of club operatiol
decreased to $1,559,991 for the three months emzbmber 31, 2007 from $1,600,732 for the sameogeended December .
2006. Management currently believes that its layat management staff levels are appropriate.

Other general and administrative expenses forttteetmonths ended December 31, 2007 were $4,45dqt3gared to $3,480,934 for the tt
months ended December 31, 2006. The significasrtease was the result of the addition of new looatiin Fort Worth, Texas and Mis
Gardens, Florida, which resulted in increases xegaand permits, charge card fees, rent, advegtsind marketing, legal and professio
indirect operating expenses, insurance, and aslitiThese increased expenses were also a reguttedised revenues from our operations.

Interest expense for the three months ended DeceBih@007 was $461,883 compared to $325,563 ttree months ended Decembel
2006. The increase was attributable to our obigimew debt to finance the purchase and renovatidghe new clubs. As of December
2007, the balance of long-term debt was $24,304¢c283pared to $14,000,805 a year earlier.

Net income for the three months ended Decembe@17 was $1,783,272 compared to $352,954 for tfeetmonths ended December
2006. The increase in net income was primarily tuthe increase in revenues generated by our saeadens-saméeriod club operatiol
and by our new clubs in Fort Worth, Texas and Mi&@ardens, Florida. Income before income tax&slsive of corporate overhead)
same-location-samperiod of club operations increased to $2,164,@23He three months ended December 31, 2007 frqv$574 for san
period ended December 31, 2006, or by 84.63%.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2007, we had working capital 0f298,045 compared to a deficit of $1,030,472 at Saeper 30, 2007. The increast
working capital was primarily due to increases @sit and cash equivalents and prepaid expensestanyeand other current assets, offse
increases in accounts payable and accrued liasilas a result of increased cash flow from operstistock option exercises, lotgm dek
borrowings, and common stock issuances. The \aflagailable-forsale marketable securities decreased by $15,5t8ddhree month perii
ended December 31, 2007.

Net cash provided by operating activities in thee¢hmonths ended December 31, 2007 was $2,258@8pared to $711,820 for the th
months ended December 31, 2006. The increasesinpravided by operating activities was primariledo income from operations exclud
depreciation.

We used $15,957,446 of cash in investing activiiiesng the three months ended December 31, 200ipaced to $735,454 during the tt
months ended December 31, 2006. The increase nivecipally due to the acquisition of the new clubMiami Gardens, Florida on Novem
30, 2007. Cash of $15,733,659 was provided bynfimay activities during the three months ended Dewmr 31, 2007 compared to $631,
cash provided during the three months ended Dece®ihe2006. The increase in cash provided by filrapactivities is primarily the result
common stock issuances to raise capital for acgyttie new Florida club.
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We require capital principally for construction acquisition of new clubs, renovation of older cligl investments in technology. We 1
also utilize capital to repurchase our common stxckart of our share repurchase program.

On November 19, 2007, the Company completed a teriplacement of equity securities solely to acd¢estinvestors. Pursuant to the pri
placement, the Company issued 1,165,000 shardseo€ompanys restricted common stock at a price of $14.00gbare for a total gro
offering price of $16,310,000 with net proceedsapproximately $15,000,000 to the Company after egps. Pursuant to the terms of
transaction, the Company is obligated to file dastegtion statement no later than February 15, 200& offer and sale of the common s
was made pursuant to exemptions from the registratequirements of the Act pursuant to Section 4(J Rule 506 of Regulation
promulgated thereunder. All of the offers and saleshe common stock were made exclusively to “aedited investors”ds such term
defined in Rule 501(a) of Regulation D) in offerglesales not involving a public offering. The phassers purchased the securities for their
account and not with a view towards or for res@le private placement was conducted without gersadaitation or advertising.

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

On September 16, 2003, the Company was authorigéd board of directors to repurchase up to ariteel $500,000 worth of our comm
stock. No shares have been purchased under #his pl

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

The sexually oriented business industry is higldynpetitive with respect to price, service and lmegtas well as the professionalism of
entertainment. Although management believes tleaake 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 impaarnfinflation in our operations during the pastesal years. To the extent permittec
competition, we have managed to recover increassts chrough price increases and may continue teadoHowever, there can be
assurance that we will be able to do so in theréutu

SEASONALITY

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

with the strongest operating results occurringrtyi®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 andtP&/orth, Texas, and Miami Gardens, Florida, (cfdom joint ventures or partnerships
reduce startyp and operating costs, with us contributing eqiiityhe form of our brand name and management &xpefd) to develop ne
club concepts that are consistent with our manageraed marketing skills, (e) to acquire real esiateonnection with club operatiol
although some clubs may be in leased premisespra(fiito enter into licensing agreements in sgetdocations, as is the case with the lice
agreement with Rick’s Buenos Aires Sociedad Anornimargentina .

During this fiscal year, we purchased one nighbaperation for $25,486,000 (which includes inveytnd other assets). The acquisition
funded by the issuance of 1,165,000 shares of estricted common stock and $10,000,000 in debiceSthe date of acquisition throt
December 31, 2007, the nightclub had total reverafeapproximately $2,000,000 and a net income leefocome tax of approximate
$950,000.

During fiscal 2007, we acquired two existing nidhkc operations for a total cost of $8,900,000. Bhasquisitions were funded prima
through indebtedness of $2,400,000, issuance ofastricted common stock valued at $6,379,250, $6@D,000 in cash. Part of the fu
received from stock issuances will be used in é@sts and future acquisitions. For the three momthded December 31, 2007, these nigh
operations had total revenues of approximately 32,00 and net income before income tax of appratety $130,000.

During fiscal 2006, we acquired three existing mifjib operations for a total cost of $3,865,00(hede acquisitions were funded prime
through indebtedness, $3,195,000, and cash, $6870/dr the three months ended December 31, 20@3¢etnightclub operations had t
revenues of approximately $586,000, compared tooxppately $678,000 for the three months ended Béer 31, 2006, and a net los:
approximately $190,000, compared to a net losppfaimately $306,000.

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

We also expect to continue to grow our Internefipoenters. We plan to focus on highargin Internet activities that leverage our marig
skills while requiring a low level of stattp cost and ongoing operating costs and refinetand our Internet sites for better positionin
organic search rankings amongst the major seambidars. We will restructure affiliate programsgmvide 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 additionabter 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.

Subsequent Events

On January 29, 2008, we entered into a Second Amentto Purchase Agreement (the “Amended and Restaurchase Agreemept”
pursuant to which we will acquire 100% (rather t55486) of the issued and outstanding shares (th& ‘Skares”) of The End Zone, IncTEZ
") from Vince Piazza (“Seller”). TEZ owns and opts “Crazy Horse Too Cabaret” (the “Clubdrated at 2908 South Columbus BI
Philadelphia, Pennsylvania 19148 (the “Real Prtyper As previously disclosed, sipart of the transaction, our subsidiary, RCI kad, Inc
(“RCI Holdings™) will acquire from Seller or the #za Family Limited Partnership (the “Partnerstafie3”) 51% of the issued and outstanc
partnership interest (the “Partnership Interesits"yEZ Real Estate, LP, a Pennsylvania limited ienghip (the “Partnershipgnd 51% of th
issued and outstanding membership interest (thenfbéaship Interests’n TEZ Management, LLC, a Pennsylvania limited ilip company
which is the general partner of the Partnership {(€eneral Partner”). The Partnership owns thd Rezperty where the Club is located.
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The Purchase Agreement originally provided for igmiance of 225,000 shares of our restricted comstack for the TEZ Shares and
payment of $3,500,000 for the Partnership Interaats Membership Interests. Pursuant to the tefmiieoAmended and Restated Purcl
Agreement, at closing we will now issue 195,000rebaof our restricted common stock (the “Rick’s i®is8) in exchange for the TE
Shares. RCI Holdings will pay the previously anmced price of $3,500,000 for the Partnership Istsrand Membership Interests.

In addition, the Amended and Restated Purchaseefiggat changed the terms of the “pptbvision to provide that, on or after one yeaes
the closing date, the Seller shall have the right, not the obligation to have us purchase frome8&,000 Ricks Shares per month (!
“Monthly Shares”), calculated at a price per stegeal to $23.00 per share (previously valued atGELD the Purchase Agreementyélue o
the Rick’s Shares”) until the Seller has receivetbtal of $4,485,000 from the sale of the Rgl8hares. At our election during any gi
month, we may either buy the Monthly Shares onéfelect not to buy the Monthly Shares from thdeBethen the Seller shall sell the Mont
Shares in the open market. Any deficiency betwberamount which the Seller receives from the ehllae Monthly Shares and the Value
the Rick’s Shares shall be paid by us within three (3) mssidays of the date of sale of the Monthly Shdweisg that particular month. Int
event the Seller elects not to “put” the Rick’s &isato us, the Seller shall not sell more than @b Rick’s Shares per 3fay period and shi
not sell more than 75,000 Rick’'s Shares per 90g#aiod regardless of whether the Seller “puts”’Riek’s Shares to us, sells them in the ¢
market, sells them in a private transaction, oentlise. Our obligation to purchase the Monthly i8eadrom the Seller shall terminate
cease at such time as the Seller has receivedlafd4,485,000 from the sale of the Rick’s Shaned any deficiency.

Upon closing of the transaction, the Seller andRbetnership Seller will enter a fiwear agreement not to compete with us within a twé20)
mile radius of the Club. Further, at closing RClltHogs and the Partnership Seller shall enter énféirst Amendment to Limited Partners
Agreement relating to the ownership of their pash@ interests and a First Amendment to Operafiggeement relating to the ownershig
their membership interests. Additionally, at chgsive will enter into a new lease agreement withRartnership giving us the right to lease
Real Property for twenty (20) years with an opttonextend the lease for an additional nine yeats elaven months at $50,000 per m¢
subject to adjustment for increases in the Consuniee Index (CPI) every five years during the g term and the option term, or 8%
gross sales, whichever is higher. Finally, as phthe transaction, we will enter into a Lock-upédkout Agreement with the Seller regard
the sale of the Rick’s Sharékhe Agreement provides for the transaction to ctwser before seven (7) days after the approviietransfer ¢
the TEZ Shares to us by the Pennsylvania Liquortit@bBoard, but in no event later than March 150&0contingent upon the transfer of
necessary licenses and permits, and other consglit@alosing typical for transactions of this natur

Beginning January 1, 2008, our Texas clubs becarbjeat to a new state law requiring us to colle@basurcharge for every club visitor.
lawsuit has been filed by the Texas Entertainmesgo&iation, an organization to which we are a memdléeging the fee amounts to
unconstitutional tax. At this time, it is prematuor us to know what effect, if any, the fee viadlve on our patron business or profitability.

Effective, February 1, 2008, the Company borrowg®®0,000 from a lender. The funds were utilizeddy off certain other Company deb

the amount of $1,797,529. The new debt bears sttete9% and interest is payable monthly until Eaby 1, 2013, at which time the princi
is due in full. The note is collateralized by cert&@ompany-owned property in Minneapolis, Minnesota
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It em 3. Controls and Procedures

Eric S. Langan, our Chief Executive Officer and ditent, and Phillip K. Marshall, our Chief Finarlc@@fficer, have concluded that ¢
disclosure controls and procedures are appropaiadeeffective. They have evaluated these consmudsprocedures as of December 31, 2
There has been no change in our internal contrel dwancial reporting during the last fiscal qearthat has materially affected, ol
reasonably likely to materially affect our interaintrol over financial reporting.

PART Il OTHER INFORMATION
It eml. Legal Proceedings
SEXUALLY ORIENTED BUSINESS ORDINANCE OF HOUSTON, AS

In January 1997, the City Council of the City ofddton passed a comprehensive new Ordinance reguldie location of and the cond
within Sexually Oriented Businesses (the “Ordindhc&he Ordinance established new minimum distancesSfgrually Oriented Busines:
may be located from schools, churches, playgrowart$ other sexually oriented businesses. There wer@rovisions in the Ordinan
exempting previously permitted sexually orientedibasses from the effect of the new Ordinance.

The Ordinance provided that a business which wagdea renewal of its operating permit due to clesnig distance requirements undel
Ordinance would be entitled to continue in operafar a period of time (the “Amortization Periodf)the owner were unable to recoup, by
effective date of the Ordinance, its investmentthe business that was incurred through the dat¢thefpassage and approval of
Ordinance. Our nightclub in our south Houston timcahad a valid temporary permit/license. Thenmies for our north Houston location &
our Bering Drive location have expired.

In May 1997, the City of Houston agreed to defeplementation of the Ordinance until the constitudiity of the entire Ordinance w
decided by court trial. In February 1998, the Wsstrict Court for the Southern District of Texddpuston Division, struck down cert
provisions of the Ordinance, including the provisimandating a 1,500 foot distance between a clubsahools, churches and other sext
oriented businesses, leaving intact the provisiotin® 750 foot distance as it existed prior to @relinance. The City of Houston appealec
District Court’s rulings with the Fifth Circuit Couof Appeals.

In November 2003, a three judge panel from thehRtfircuit Court of Appeals published their Opiniahich affirmed the Trial Cours ruling
regarding lighting levels, customer and dancer i distances and licensing of dancers and.sfdfe Court of Appeals, however, did
follow the Trial Courts ruling regarding the distance from which a cluyrbe located from a church or school. The Cou#ppeals held thi
a distance measurement of 1,500 feet would be dpif@n a showing by the City of Houston that iirals that there were alternative <
available for relocating clubs could be substaetlat The case was remanded for trial on the $ssfithe alternative sites.

The trial commenced on December 4, 2006 and coadloth December 12, 2006. The Trial Court rendisgddgment in favor of the City
Houston on January 31, 2007. The Trial Court fotlvad the City of Houston met its burden that theege sufficient alternate sites availabl
relocate all of the existing businesses in 199e Trial Court found the 1997 ordinance constingicand enforceable. Pdsial motions wer
heard and the relief sought, a stay against enfogog was denied by the Trial Court. An appeatht Fifth Circuit Court of Appeals w
timely filed. The Fifth Circuit granted a stagmling appeal. Oral argument was held before ittle €ircuit Court of Appeals on August
2007. The Fifth Circuit Court of Appeals ruledfavor of the City of Houston in September 2007edelings have been filed seeking a
against enforcement of the provisions of the omdgeawith the United States Supreme Court in conjonovith the request that the Uni
States Supreme Court hear an appeal of the FifttuiCiCourt of Appeals ruling. Neither relief nany indication of the Supreme Court’
position on the appeal has been received to date.
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Additionally, we have filed on behalf of three aircclub locations in Houston state court lawsuésking judicial review of the results of
amortization process contained within the OrdinanEkis process was abated in 1998 due to the ldessiultiplicity of court actions. Tl
final order by the Trial Court resulted in the témation of the abatement and allowed the amortmagirocess to continue as provided in
Ordinance. We are presently in discussions wigh@ity of Houston to attempt to resolve this mattdtris anticipated that further injunct
relief will be sought in the state court cases #thd@ubecome necessary. In the event all effartstop enforcement activity fail and the City
Houston elects to enforce the judgment, we, as agelvery other similarly situated sexually orienbeisiness located within the incorpor:
area of Houston, Texas, will have to either ceasgiging nude or semiude entertainment or develop alternate methodpefating. In suc
event, we presently intend to clothe our entertaifre a manner to eliminate the need for licensesta take such steps as to not be subj
SOB ordinance compliance. Approximately 14.6% of olub operatiors revenues for the three months ended Decembe208, were i
Houston, Texas. The ruling could have a matedakase impact on our operations, but it is unknaivthis time.

OTHER LEGAL MATTERS—SUBSEQUENT EVENTS

Subsequent to the end of the fiscal quarter, béayindanuary 1, 2008, our Texas clubs became sulgjechew state law requiring us to col
a $5 surcharge for every club visitor. A lawsugishbeen filed by the Texas Entertainment Associatm organization to which we ar
member, alleging the fee amounts to be uncongitatitax. At this time, it is premature for uskiwow what effect, if any, the fee will have
our patron business or profitability.

Ilte m2. Unregistered Sales of Equity Securities and Use Bfoceeds

During our quarter ended December 31, 2007, intmadio the transaction previously disclosed onnr@-K, we completed the followir
transactions in reliance upon exemptions from tegfien under the Securities Act of 1933, as amdrtiee "Act") as provided in Section 4
thereof. All certificates issued in connection wiliese transactions were endorsed with a reseitéigend confirming that the securities c
not be resold without registration under the Actaor applicable exemption from the registration meunents of the Act. None of t
transactions involved a public offering, undervmgtidiscounts or sales commissions. We believedheh person was a “qualifiedivesto
within the meaning of the Act and had knowledge arperience in financial and business matters, whllowed them to evaluate the me
and risks of our securities. Each person was kragédable about our operations and financial conditio

In November 2007, the holder of a convertible déenconverted $713,807 of principal and interegéd into 150,134 shares of restric
common stock.
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Item  6Exhibits.

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 adoptesiyamt to Section 302 of the Sarbanes-Oxley AcDOR2

Exhibit 31.2— Certification of Chief Financial Officer of Rick’Cabaret International, Inc. required by Rule £3a1(1) or Rule 15d 44(a) o
the Securities Exchange Act of 1934, as adoptesuaumt to Section 302 of the Sarbanes-Oxley Ac0602

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

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

RICK'S CABARET INTERNATIONAL, INC.

Date: February 12, 20( By: /s/ Eric S. Langal

Eric S. Langar
Chief Executive Officer and Preside

Date: February 12, 20( By: /s/ Phillip K. Marshal

Phillip K. Marshall
Chief Financial Officer and Principal Financial @#r
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EXHIBIT 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Eric S. Langan, Chief Executive Officer and Rdest of Rick's Cabaret International, Inc., certifat:
1. | have reviewed this quarterly report on Forn-QSB of Ricl's Cabaret International, In
2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or ométste a material fact necessar

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

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

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

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

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatiolatieg to the small business issuer, includingcisisolidated subsidiaries, is m
known to us by others within those entities, paftidy during the period in which this report isifige 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 assurancardew the reliability of financial reporting anthet preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the small bussinissuer's disclosure controls and procedurespasgented in this report ¢
conclusions about the effectiveness of the disciosantrols and procedures, as of the end of tHegeovered by this report basec
such evaluation; and

(d) Disclosed in this report any change in the $fmasiness issuer's internal control over finanogglorting that occurred during
small business issuer's most recent fiscal yeathdmmaterially affected, or is reasonably likelynaterially affect, the small busin
issuer's internal control over financial reportiaggd

5. The small business issugrother certifying officer and | have disclosedsdxh on our most recent evaluation of internal ardvel
financial reporting, to the small business issutiependent registered public accounting firm #relaudit committee of the sn
business issuer's board of directors (or persorisrp@ng the equivalent functions

(a) All significant deficiencies and material weakgses in the design or operation of internal cbwotrer financial reporting which &
reasonably likely to adversely affect the smallibeiss issuer's ability to record, process, sumraair report financial informatic
and

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

Date: February 12, 2008 By: /s/ Eric S. Langa

Eric S. Langar
Chief Executive Officer and Preside




EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE
SARBANES-OXLEY ACT OF 2002

I, Phillip K. Marshall, Chief Financial Officer dRick’s Cabaret International, Inc., certify that:
1. | have reviewed this quarterly report on Forn-QSB of Ricl's Cabaret International, In
2. Based on my knowledge, this report does not corajnuntrue statement of a material fact or ométste a material fact necessar

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

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

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

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

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatiolatieg to the small business issuer, includingcisisolidated subsidiaries, is m
known to us by others within those entities, paftidy during the period in which this report isifige 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 assurancardew the reliability of financial reporting anthet preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the small bussinissuer's disclosure controls and procedurespasgented in this report ¢
conclusions about the effectiveness of the disciosantrols and procedures, as of the end of tHegeovered by this report basec
such evaluation; and

(d) Disclosed in this report any change in the $fmasiness issuer's internal control over finanogglorting that occurred during
small business issuer's most recent fiscal yeathdmmaterially affected, or is reasonably likelynaterially affect, the small busin
issuer's internal control over financial reportiaggd

5. The small business issugrother certifying officer and | have disclosedsdxh on our most recent evaluation of internal ardvel
financial reporting, to the small business issutiependent registered public accounting firm #relaudit committee of the sn
business issuer's board of directors (or persorisrp@ng the equivalent functions

(a) All significant deficiencies and material weakgses in the design or operation of internal cbwotrer financial reporting which &
reasonably likely to adversely affect the smallibeiss issuer's ability to record, process, sumraair report financial informatic
and

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

Date: February 12, 2008 By: /s/ Phillip K. Marshall

Phillip K. Marshall
Chief Financial Officer and Principal Financial @&r




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’aléaret International, Inc. (the "Company") on FA®QSB for the quarter ended December
31, 2007 as filed with the Securities and Excha@gmmission on the date hereof (the "Report"), i¢ Bt Langan, Chief Executive Officer a
President of the Company, certify, pursuant to 18.0. §1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that:

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

operations of the Company.

Date: February 12, 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’aléaret International, Inc. (the "Company") on FA®QSB for the quarter ended December
31, 2007 as filed with the Securities and Excha@gmmission on the date hereof (the "Report"), llliBiK. Marshall, Chief Financial Officer
of the Company, certify, pursuant to 18 U.S.C. 81 3 adopted pursuant to Section 906 of the Sasb@mxley Act of 2002, that:

() 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 12, 20( By: /s/ Phillip K. Marshall

Phillip K. Marshall
Chief Financial Officer and Principal Financialfioér




