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PROSPECTUS

RICK'S CABARET INTERNATIONAL, INC.
920,000 Shares of Common Stock issuable upon &eeofi920,000 Redeemable Common Stock Purchaseahitarr
160,000 Shares of Common Stock issuable upon eeeotil60,000 Representative's Warrants

80,000 Shares of Common Stock issuable upon eren€i80,000 Underlying Warrants

This Prospectus relates to an Offering (the "Offigh) by Rick's Cabaret International, Inc., a Tegagporation ("Ricks" or the "Company")
1,160,000 shares of Common Stock, $.01 par valushzge of the Company (“Common Stock") consistidi) 920,000 shares of Common
Stock underlying 920,000 Redeemable Common StoothR@se Warrants (the "Warrants"); (ii) 160,000 ekaxf Common Stock underlying
160,000 Representative Warrants ("RepresentatiVatsants™); and (iii) 80,000 shares of Common Stigsskiable upon the exercise of the
Underlying Warrants ("Underlying Warrants"). Eactaitant entitles the holder to purchase one sha@oofmon Stock for $3.00 per share,
subject to adjustment under certain circumstana®#, October 12, 1998. The Warrants are not egafile unless, at the time of exercise, the
Company has a current Prospectus covering thesbh&f@ommon Stock issuable upon exercise of ther&dts. The Warrants may be
redeemed by the Company at $.05 per Warrant, atigyprior to their expiration, on not less thairty (30) days written notice, if the
closing price of the Common Stock for a periodhifty (30) consecutive trading days equals of edsek6.00 per share, subject to
adjustment, provided that such notice is mailedatet than ten (10) days after the end of suctodeThe Company has agreed to use its
efforts to have a current Registration Statemeseffiect with respect to the Common Stock underlythmgyWarrants at any time when the
holders thereof may exercise their Warrants.

Each Representative's Warrant entitles the hotdputchase one share of Common Stock for $4.3Shmre. The Representative's Warrants
are exercisable until October 12, 2000. The UndeglyVarrants entitle the holder to purchase oneesbbCommon Stock at an exercise p
of $4.35 per share. The Underlying Warrants areaisable until October 12, 1998.

The outstanding Warrants were initially issueddanmection with an October, 1995, public offeringlod Company's securities (the "Public
Offering"), and the Representative's Warrants andddying Warrants were sold to the Representatiibe several underwriters of the
Public Offering. The Company will receive the predes from the exercise of the Warrants, the Reptatesis Warrants and the Underlying
Warrants.

The Company's Common Stock and Warrants are tranddhe NASDAQ SmallCap Market ("NASDAQ") under thembols "RICK" and
"RICKW", respectively. On July 8, 1996, the lastde prices for the Common Stock and Warrants astexgbon NASDAQ were $5 3/8 per
share and $2 9/16 per warrant, respectively.



THE SECURITIES OFFERED HEREBY ARE SPECULATIVE ANDYOLVE A HIGH DEGREE OF RISK AND SHOULD NOT BE
PURCHASED BY INVESTORS WHO CANNOT AFFORD THE LOSS-OHEIR ENTIRE INVESTMENT. SEE "RISK FACTORS."

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPRED BY THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION NOR HAS THE COMBISION OR ANY STATE SECURITIES COMMISSION PASSED
UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUSNX REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

EXERCISE UNDERWRITING PROCEEDS
PRICE DISCOUNTS AND T O COMPANY
PER SHARE COMMISSIONS 1)
Redeemable Common Stock
Purchase Warrants . . .......... $ 300 - $ 2,760,000
Representative Warrants . . . .. .. .. $ 43 0 - 696,000
Underlying Warrants . ... ....... $ 435 0 - 348,000
Total .................. $ 3,804,000

(1) Before deducting expenses estimated at $12#)@ble by the Company.

THE DATE OF THIS PROSPECTUS IS JULY 16, 1996
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No dealer, salesperson representative, or otheppéras been authorized to give any informatioio onake any representations other t
those contained in this Prospectus, and if givemade, such information or representations musbeaatlied upon as having been author
by the Company. This Prospectus does not constitutifer to sell or solicitation of an offer toyoany securities other than securities offe
by this Prospectus or an offer to sell, or a st@tn of an offer to buy any securities by, anyspe in any jurisdiction in which such offer or
solicitation is unlawful. Neither the delivery dfi$ Prospectus nor any sale made hereunder shdlly any circumstances, imply that the
information contained herein is correct as of ametsubsequent to the date of this Prospectus.
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AVAILABLE INFORMATION

The Company is subject to the informational requeats of the Securities Exchange Act of 1934, asmal®d (the "Exchange Act"), and, in
accordance therewith, files reports and other imfiron with the Securities and Exchange Commistioa"Commission™). Reports, proxy
statements, and other information filed by the Canypwith the Commission pursuant to informatiormgjuirements of the Exchange Act n
be inspected and copied, at prescribed rateseatublic reference facilities maintained by the @uasion at Room 1024, Judiciary Plaza,
450 Fifth Street, N.W., Washington D.C. 20549, anhthe following Regional Offices of the Commissidlew York Regional Office, 7
World Trade Center, Suite 1300, New York, New Ya@048; and Chicago Regional Office, 500 West MauiStreet, Suite 1400, Chicago,
lllinois 60661.



The Company has filed with the Commission a Regfistn Statement on Form SB-2 ("Registration Statéfender the Securities Act of
1933, as amended, with respect to the securitfesenf by this Prospectus. This Prospectus doesamtéin all of the information set forth in
the Registration Statement, certain parts of whighomitted in accordance with the rules and reiguis of the Commission. Statements
contained in this Prospectus as to the conterdsyptontract or other document are not necessauityplete and, where the contract or other
document has been filed as an exhibit to the Regiish Statement, each such statement is qualifiedl respects by reference to the
applicable document filed with the Commission. @spif the Registration Statement may be inspeati¢iilput charge, at the offices of the
Commission, or obtained at prescribed rates frarPthblic Reference Section of the Commission,attidress set forth above.
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PROSPECTUS SUMMARY

The following summary is qualified in its entirdiy reference to the more detailed information andrfcial statements, including the notes
thereto, appearing elsewhere in this Prospectush f@spective investor is urged to read this Rross in its entirety. All dollar amounts in
this Prospectus are stated in U.S. dollars.

THE COMPANY

The Company was organized in 1994 to acquire ah@futstanding capital stock of Trumps, Inc. (Iifips"), a Texas corporation formed in
1982, from Robert L. Watters, its sole stockholddris acquisition was authorized and approved byBibard of Directors of the Company in
December, 1994, and was consummated in Februa®p, Bince 1983, Trumps has operated Rick's Cafi&tiek's"), a premiere adult
nightclub offering topless entertainment in Housfbaxas. Rick's Cabaret has sought to develogeatele base which includes professionals,
business executives and other individuals withalsple income who seek adult entertainment in taactite, upscale, yet discreet
environment.

Trumps has operated Rick's Cabaret since 1983WMdtters acquired a 10% stock ownership intere$timps from a shareholder in
November, 1987, becoming one of three stockholiefsumps. Mr. Watters' ownership interest in Trunipcreased to 50% of tl
outstanding stock in 1989 with another purchasgtadk from a shareholder. Mr. Watters became tleestockholder of Trumps in 1993
through a series of business transactions witthtkie remaining former stockholder of Trumps. In Asig 1995, the Board of Directors of the
Company authorized the acquisition from Mr. Wattrkis wholly owned companies, Tantric Enterprjdas., Tantra Dance, Inc., and
Tantra Parking, Inc. (hereinafter collectively regel to as "Tantra") which own and operate Targtnagpn-sexually oriented discotheque and
billiard club in Houston, Texas. See "Business-tbtis."

In February, 1996, the Company formed RCI Entent&int, Louisiana, Inc., a Louisiana corporation,tf@ purpose of administering,
operating, managing and leasing its new locatidNemw Orleans, Louisiana. The Company presentlyciguaties that it will open its new
facility in New Orleans in November, 1996. In adiatit the Company formed RCI Entertainment (Texl), in June, 1996, for the purpose
of acquiring 1.13 acres of land in Houston, TeXdse Company plans to build a new adult orientedhteigb at this location within the next
twelve to eighteen months.

The Rick's Cabaret adult nightclub located in HonsTexas is presently the Company's only curresyilsrating location.
RICK'S CABARET
The key elements of Rick's operating strategy ar@li#ows:

Female Entertainment. Management of the Company Ipadicy of maintaining high standards of bothgoeal appearance and personality
for its topless entertainers and waitresses. Thahighpolicy has the effect of limiting the numhpértopless entertainers who are permitted to
perform at Rick's Cabaret, management believestthpolicy of maintaining these high standardmithe best interest of its lortgfrm marke
position.



Management. The Company has recruited its manadestaghfrom outside the topless entertainment gtiu The Company believes that
this practice results in a management team chaizateby the highest standards of integrity. Thiscgice of training management without
prior adult club experience could result in a defathe Company's anticipated growth plans duééatime required to attract qualified
managers.

Food and Drink. Management of the Company believiesy to the success of a premiere adult nightslabquality, first-class bar and
restaurant operation to compliment its adult eatenhent. Rick's Cabaret currently employs a chéfi approximately 28 years experience
and a bar manager with five years experienceférefin extensive and varied menu, as well asts@isof premiere wine, liquor and beer.

Controls. Management of the Company believes tpatational and accounting controls are essentidfleésuccessful operation of a cash-
intensive business such as a nightclub, restaarahbar. For example, the Company separates maeagearsonnel from all cash handling
and uses a combination of accounting and physiwaintory control devices to insure a high levesecurity in its accounting practices.
Deposits of cash and credit card receipts are mieaheach day to a daily income report. In additidaily computer reports alert managen
of any variances from expected financial resulteleon historical norms.

Compliance Policies. The management of Rick's Galieas a policy of ensuring that its businessiigezhon in conformity with local, state
and federal laws. In particular, the Company's rganmeent has a "no tolerance" policy as to illegabdsse in or around the premises. Posters
placed throughout the nightclub reinforce this ppls do periodic unannounced searches of thetaimer's lockers. Entertainers and
waitresses who arrive for work are not allowedeavie the premises without the permission of managernce an entertainer does leavt
premises, she is not allowed to return to workldhé next day. Management continually monitorstibbavior of entertainers, waitresses and
customers to ensure that proper standards of b@hang observed. The Company's management haswer o levy fines on entertainers
breaches of the Company's rules. In the event amtamer is fined three times by management, thertainer is barred from future
performances at Rick's Cabaret.

Management also reviews all credit card chargesrbgdcustomers while at Rick's. Specifically, maaragnt has in place a formal policy
which provides that all credit card charges musafygroved, in writing, by management before anygdmare accepted. Management is
particularly trained to review credit card chargensure that the only credit card charges apprémepayment are for food, drink and
entertainment at Rick's Cabaret.

Atmosphere. Rick's Cabaret maintains high standaris facility and its decor. The environmentmfisic selection, employee appearance
and demeanor and all aspects of customer sengceaaefully monitored on a continuous basis.

Advertising and Promotion. The Company's markegihjosophy is to portray Rick's Cabaret as the feetnopless cabaret in the markets it
serves, providing adult entertainment in an enjialet discreet, environment.
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TANTRA

The Company owns and operates Tantra, a non-sgxar@hted discotheque and billiard club in Houstbexas. The Company intends to
evaluate opening a nightclub similar or identicalintra in each city into which it expands itsladightclub operations, subject to
acceptable site location and adequate financing.

Unless otherwise indicated, references to the Compelude Trumps and Tantra, its wholly-owned sdibsies. The offices of the Company
are located at 3113 Bering Drive, Houston, Texd@b77and its telephone number is
(713) 785-0444.

Securities Offered

1,160,000 shares

underlying 920,00
Representative's
exercise of the u
share of Common S
October 12, 1998.
Warrant under cer
this Prospectus,
written consent o
Underlying Warran
per share, exerci
"Description of S

Common Stock outstanding
before the Offering(1) 3,723,333

Common Stock outstanding

after the Offering(1)

Use of Proceeds

Risk Factors

Nasdag Symbols

4,883,333

The Company inten

general corporate
of its business t

The securities of

should not be pur
investment. See

Common Stock--RIC

Warrants--RICKW

THE OFFERING

of Common Stock consisting of: (i) 920,000 shares o
0 Warrants; (ii) 160,000 shares of Common Stock und
Warrants; and (iii) 80,000 shares of Common Stock i
nderlying Warrants. Each Warrant entitles the hold
tock at $3.00 per share, subject to adjustment, at
The Warrants are subject to redemption by the Com
tain circumstances. Prior to the first anniversary
the Warrants will not be redeemable by the Company
f the Representative. Each Representative's Warran
t entitle the holder to purchase one share of Commo
sable until October 12, 2000 and October 12, 1998,
ecurities."

ds to use the net proceeds of this Offering for wor
purposes. The Company may also utilize the procee
hrough acquisition. See "Use of Proceeds."

fered hereby are speculative and involve a high deg
chased by anyone who cannot afford the loss of such
"Risk Factors."

K

f Common Stock
erlying 160,000
ssuable upon

er to purchase one
any time prior to
pany at $.05 per
of the date of
without the

tand each

n Stock for $4.35
respectively. See

king capital and
ds for expansion

ree of risk and
person's

(1) Does not include 300,000 shares of Common Stesdérved for issuance upon the exercise of optiader the Company's Stock Option
Plan, of which 105,000 options have been grantexf #® date of this Prospectus but none have beerctised. See "Executive
Compensation--Employee Stock Option Plan," "Desiotipof Securities."

9



SUMMARY FINANCIAL INFORMATION

The summary financial information set forth bel@nderived from the financial statements appearisgménere in this Prospectus. Such
information should be read in conjunction with sficlancial statements, including the notes thereto.

HISTORICAL

AS ADJUSTED
FOR PROCEEDS

SIX MONTHS ENDED

------------ MARCH 31, YEAR ENDED SEPTEMBER 30,
MARCH 31, - sees e
1996(2) 1996 1995 1 995 1994
(UNAUDITED) (UNAUDITED)
STATEMENT OF INCOME DATA:
Revenues
Sale of alcoholic beverages $1,196,006 $1,191,293 $2,2 86,157 $2,381,250
Sale of food 137,729 109,566 2 13,537 196,773
Service revenues 912,330 833,717 1,7 00,133 1,730,653
Other 127,944 149,946 3 34,879 258,617
Total Revenues 2,369,009 2,284,522 45 34,706 4,567,293
Income (loss) from operations (163,353) 172,031 5 93,670 348,017
Income (loss) before income taxes (78,992) 155,369 5 53,427 292,041
Net income (loss) (83,792) 95,069 3 59,427 191,041
Net income (loss) per common share (0.02) 0.05 0.20 0.11
Weighted average shares outstanding 3,640,000 1,800,000 1,8 00,000 1,800,000
BALANCE SHEET DATA:
Total assets $9,930,844 $5,226,844 $1,355,422 $1,4 49,458 $629,755
Working capital (deficit) 7,980,510 3,276,510 785,420 (7 41,220) (448,445)
Total liabilities 823,451 823,451 1,402,554 1,2 32,232 771,956
Stockholders' equity (deficit)(1) 9,107,726 4,403,393 (47,132) 2 17,226 (142,201)

(1) The Company's negative stockholder equity atetid of 1994 is a result of stock repurchasesidyompany in prior years, and is not the
result of operating losses of the Company.

(2) Assumes issuance of (i) 920,000 shares of Camfatock issuable upon exercise of the Warrants{igri2#0,000 shares of Common
Stock issuable upon the exercise of the RepresegitatVarrants and the Underlying Warrants. Alssuases issuance of 200,000 shares
relating to Consultants's Warrants at an exeraise pf $4.50 per share of Common Stock previousgystered pursuant to Form S-8, of
which 50,000 were exercised on July 8, 1996. Tharebe no assurance that any other warrants wékbecised. An additional 200,000
shares of Consultants Warrants are not includethegshave not vested.
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INITIAL PUBLIC OFFERING

In October, 1995, the Company completed an offenint, 840,000 shares of Common Stock and 920,0@@&mable Common Stock
Purchase Warrants ("Warrants") pursuant to a Regjist Statement filed under the Securities Act @33, as amended (the "IPO"). Barron
Chase Securities, Inc. (the "Representative") seasethe Underwriter in the IPO. Since the dattn@fiPO and through the date of this
Prospectus, no Warrants sold in the IPO have beamrised to purchase shares of Common Stock. 92@@res of Common Stock are
hereby offered by the Company pursuant to the terfitise outstanding Warrants. For a more completedption of the terms of the
Warrants, see "Description of Securities."

As a portion of the consideration paid to the Repnéative in the IPO, the Company issued to thed®eptative, Representative's Warran
purchase 160,000 shares of Common Stock at anisxgmice of $4.35 per share and 80,000 UnderlWagrants to purchase 80,000 shares
of Common Stock at an exercise price of $4.35 pares For a complete description of the terms eRkpresentative's Warrants and the
Underlying Warrants, see "Description of Securities

RISK FACTORS

The Shares of Common Stock offered hereby are fgga@iand involve a high degree of risk. In additio the other information set forth in
this Prospectus each prospective investor shoutfudly consider the following risk factors befamaking an investment decision.

RISK OF ADULT NIGHTCLUB OPERATIONS

Historically, the adult entertainment, restaurart har industry has been an extremely volatile stigu The industry tends to be extremely
sensitive to the general local economy, in thatwégonomic conditions are prosperous, entertainmenstry revenues increase, and when
economic conditions are unfavorable, entertainnrghistry revenues decline. Coupled with this eco@ansitivity is the trendy personal
preferences of the customers who frequent aduliresh The Company continuously monitors trendtsioustomers' tastes and entertainr
preferences so that, if necessary, it can makeoggpte changes which will allow it to remain orfdtee premiere adult cabarets. However,
any significant decline in general corporate cdodg or uncertainties regarding future economicpeets that affect consumer spending
could have a material adverse effect on the Condpdmugsiness. In addition, Rick's has historicallfeced to a clientele base from the upper
end of the market. Accordingly, further reductigmshe amounts of entertainment expenses allowetddsctions from income under the
Internal Revenue Code of 1954, as amended, cowletrsely affect sales to customers dependent upgmoiie expense accounts.

FINANCIAL CONTROLS

A significant part of the revenues earned by then@any through its adult nightclub operations wéldollected in cash by full and part-time
employees. Comprehensive financial controls areired to minimize the potential loss of revenuetlgh theft or misappropriation of cash.
To the extent that these controls are not strudtareexecuted properly, significant cash revenwesdcbe lost and profitability of the
Company impaired. The Company believes that itimpéemented significant cash controls, includingasating management personnel from
actually
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handling cash and utilizing a combination of acdmgrand physical inventory control devices to défteft and to ensure a high level of
security within its accounting practices and prared. See "Business--Business Strategy--Controls."

COMPETITION

The adult topless club entertainment businesgisiyicompetitive with respect to price, service &ahtion, as well as the professionalism of
the entertainment. Rick's Cabaret in Houston coaegpeith a number of locally-owned adult cabareises of whose names may enjoy
recognition that equals that of Rick's. There gugraximately 50 adult cabarets located in the Hmustrea of which approximately 10 are in
direct competition with the Company. In the pastry®ick's has been the sixth highest adult nightah the Houston area in alcoholic
beverage sales, according to the information madgadle by the Texas Alcoholic Beverage Commisslarthe year prior thereto, Rick's
was the fourth highest adult nightclub in alcohdlé&verage sales in the Houston area. Although dmepany believes that it is wellsitionec

to compete successfully, there can be no assuthat®ick's will be able to maintain its high lewlname recognition and prestige within
marketplace. See "Business--Competition."

DEPENDENCE ON AND AVAILABILITY OF MANAGEMENT; MANAG EMENT OF GROWTH

The success of the Company is substantially depengbn the time, talent, and experience of Rob&tters, its President and Chief
Executive Officer. In 1995, the Company entered mthree-year employment agreement with Mr. Wattgdditionally, the Company has
obtained key-man life insurance on the life of Mfatters in the amount of $3,000,000. The loss efsérvices of Mr. Watters would have a
material adverse impact on the Company and itskasi In the event of Mr. Watters' unavailabilityrothe event that he should become
temporarily disabled, the Company believes thptdasently has in place management systems andtownthich are sufficiently strong to
enable it to run efficiently and effectively untllr. Watters' return or until a replacement coulddnend. No assurance can be given, however,
that a replacement for Mr. Watters could be locatetie event of his unavailability. Further, irder for the Company to expand its business
operations, it must continue to improve and expaedevel of expertise of its personnel and muséaet, train and manage qualified manay
and employees to oversee and manage the expandetiops. The Company's practice of training mameage without prior adult topless
club experience could result in a delay in the Canys anticipated growth plans due to the timeireduo attract and train such qualified
managers and employees. See "Business--Businegedyt-Management."

KEY EMPLOYEES AND ENTERTAINERS

The Company's success depends on maintaining agbaglty of female entertainers and waitresses. (@sition for topless entertainers in-
adult entertainment business is intense. The laekailability of quality, personable, attractivetertainers or the Company's inability to
attract and retain other key employees, such akéiit personnel and bartenders, could adverselycinipa business of the Company.
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ABILITY TO MANAGE GROWTH

It is the intention of the Company to expand itstng business operations by opening additionaletss nightclubs in other metropolitan
areas under the trade name "Rick's Cabaret." Tapiong of additional topless nightclubs will subjdueé Company to a variety of risks
associated with rapidly growing companies. In paitir, the Company's growth may place a signifistratin on its accounting systems and
internal controls and personal overview of its daygday operations. Although management intendsisoi that its internal controls remain
adequate to meet the demands of further growthe tten be no assurance that its systems, contrpksrsonnel will be sufficient to meet
these demands. Inadequacies in these areas coaldiimaaterial adverse effect on Rick's businesantiial condition and results of
operations.

PERMITS RELATING TO THE SALE OF ALCOHOL

Rick's derives a significant portion of its reveadi@m the sale of alcoholic beverages. In Texesauthority to issue a permit to sell
alcoholic beverages is governed by the Texas AlimBeverage Commission (the "TABC"), which has shehority, in its discretion, to

issue the appropriate permits. Rick's presentlgsalMixed Beverage Permit and a Late Hours Pdthat"Permits”). These Permits are
subject to annual renewal, provided Rick's has demhpvith all rules and regulations governing tlegrpits. Renewal of a permit is subject to
protest, which may be made by a law enforcemem@ger by a member of the general public. In thentwf a protest, the TABC may hol
hearing at which time the views of interested partire expressed. The TABC has the authority stfiigh hearing not to issue a renewal of the
protested alcoholic beverage permit. While Rickls hever been subject to a protest hearing aghmseénewal of its Permits, there can be no
assurance that such a protest could not be matie future, nor can there be any assurance th&ehaits would be granted in the event ¢

a protest was made. Other states may have sirilar Which may limit the availability of a permitsell alcoholic beverages or which may
provide for suspension or revocation of a permieth alcoholic beverages in certain circumstan€hs.temporary or permanent suspension
or revocations of either of the Permits or the iliigtto obtain permits in areas of expansion wobf’e a material adverse effect on the
revenues, financial condition and results of openatof the Company. See "Business--GovernmentguR#gons."

NECESSARY PERMITS

In Houston, Texas, where Rick's is located, anudmy other cities, location of a topless cabarstiigect to restriction by city ordinance.
Rick's is subject to "The Sexually Oriented Busin@sdinance" (the "Ordinance") which contains pitfans on the location of an adult
cabaret. The prohibitions deal generally with dise@afrom other sexually oriented businesses and §chools and churches, and contain
restrictions based on the percentage of residemitieim the immediate vicinity of the sexually orted business. The granting of a Sexually
Oriented Business Permit ("Business Permit") issudject to discretion; the Business Permit mugjrbated if the proposed operation
satisfies the requirements of the Ordinance. Ritksheld a Business Permit since passage of tfinadrce in 1986. The Business Permit,
which is transferable, is valid for a period of grear and is renewable by application of the pehwoitler. The permit holder for Rick's
Cabaret is Robert Watters who, prior to this offgriwas the sole stockholder of the Company. Iretrent of the failure by Mr. Watters to
renew the Business Permit, it is likely that a riBwginess Permit would not be granted for the locatif Rick's Cabaret, because of the
location of another
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sexually oriented business enterprise within thuhiited distance from Rick's Cabaret. The losthefBusiness Permit would have a mate
adverse effect on Rick's business, financial caorliind results of operations. See "Business--Gowental Regulations.”

A dancehall permit is required for the operatioraafiscotheque in the city of Houston. The dandgieamit is not a discretionary permit, but
must be granted by the city if the provisions @& #pplicable ordinance are satisfied. A danceleathit may be revoked or renewal may be
refused if certain criminal activities occur on fhremises or if the person listed as the applibastcommitted certain named offenses.
Tantra's dancehall permit is held by Mr. Wattettse Tompany believes that it could obtain a new ehaalt permit if for any reason Mr.
Watters failed to renew or was refused the reneiviiie dancehall permit.

STATUS OF ENTERTAINERS AS INDEPENDENT CONTRACTORS

The Company believes its entertainers to be inddg@rcontractors and not employees for federalmectax purposes and that the
entertainers should be treated as self-employeshigrdent contractors under the income tax withhglgrovisions of the Internal Revenue
Code and under the Federal Insurance Contribufi@hsand the Federal Unemployment Tax Act. In additithe Company believes the
entertainers are independent contractors for pepokregulations administered by the United StBegzartment of Labor. However, the
status of the entertainers as independent contsaistoot free from doubt. The Company has sougtther a ruling from either the Internal
Revenue Service or the Department of Labor norpami@n of counsel as to the status of its enteetairas independent contractors. After
consultation with counsel, the Company does naébelthat it could obtain an opinion on this issti@ cost which the Company would find
acceptable. Moreover, the Company believes thasanl opinion, if obtained, would be of very linttealue, given the inherently factual
nature of the issue. To the extent that a deteitinimavere made that the entertainers are not inug® contractors, but rather are employees
for tax or labor purposes, and a similar deternmatvere not made as to other adult cabarets, tmep@ny could be at a competitive
disadvantage with other adult cabarets. Moreowsh & determination could result in the impositidipenalties against the Company for its
prior treatment, the effect of which could be miateiThe Company is a member of the Texas Entertairt Association, an organization
composed of the largest adult cabarets in Texas.dDthe objectives of the Texas Entertainment gisgion has been to keep the
membership informed of changes in the law relatinthe status of entertainers as independent aatsaand to coordinate the policies of
major adult cabarets in an effort to ensure thahges in the policies and procedures relatingg¢athployment status of entertainers are r
uniformly by the entire adult industry in Texas.eT@ompany presently intends to change its treatofdts entertainers from independent
contractors to employees in the near future. Theamy is working cooperatively with the Texas Eratierment Association in an effort to
achieve an orderly transition within the entireustty.

EXISTING LITIGATION; POSSIBLE MATERIAL ADVERSE EFFE CTS

The Company and Mr. Watters are presently involnezkrtain litigation (the "Zu Lawsuit") with a forer stockholder of the Company (the
"Defendant") which, if decided unfavorably, coulaMe a material adverse effect on the Company. 8sméss--Litigation. The litigation,
which was initiated by Mr. Watters, seeks to conthelDefendant to convey to Mr. Watters all ofatenership interest in Zu Corporation,
which is the lessor to the Company of the land lanittling where Rick's is located. The Defendanéoi the Company as a party to the
lawsuit, claiming that
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the Company had breached its lease agreement dioe &dleged late payment of rent for one montte @&se was tried in August, 1992, and
judgment was rendered in favor of Mr. Watters drel@ompany. The Defendant, however, appealed #tisidn and in an opinion rendet

in August 1995 the Texas Court of Appeals revessatiremanded the decision of the District Courtotup re-hearing of this case, the Court
of Appeals, in an opinion rendered February 1, 19@8n which one of three Justices dissented, smdeand rendered judgment against Mr.
Watters and the Company. The Company filed a mdbonehearing of the decision of the Court of Aglse which was denied on May 2,
1996.

The Company intends to file an Application for WaftError with the Texas Supreme Court. Based erréfasoning of the dissenting opinion
to the decision of the Court of Appeals, counsehtiCompany believes that there is a likelihoad the Supreme Court will grant the
Company's Application for Writ of Error. Counsekhadvised the Company that this appellate prosdgsely to require from four to thirty
months depending upon whether the Texas Supreme @aimts the Company's Application for Writ of &rrDuring this time, the Company
anticipates that it will continue to operate inptesent location.

If the Company is unsuccessful in overturning theision of the Court of Appeals and is unable wceasfully renegotiate a new lease, it will
be necessary for the Company to relocate Rick'slevtitie Company believes that it could relocatekRito an equally desirable location, a

in fact, has recently completed the acquisitioa tfact of land in Houston, Texas, upon which tiddoa new facility, such a move could have
a material adverse impact on the Company. While&Citn@pany would extensively advertise its new laratit is possible that some custon
would be lost to other competing clubs in the vilgif Rick's present location. It is likely thathange in location would result in some
decline in revenue for a period until goodwill cille established at the new location. Other adwedfeets of a change of location could
include the cost of the move and the lost revenuing any period that Rick's would be unable torafgeduring such move. See "Business

- -- Litigation."

The Company and Mr. Watters are also presentlylaebin certain litigation (the "Young Lawsuit") wdh was initiated in 1989 when one of
the former stockholders of the Company was sued ligeownership interest in the Company. Mr. Wattemd the Company were joined in
the litigation based on allegations that they magroperly transferred certain assets to the Comfrany another corporation that had
previously operated Rick's. In June, 1993, summadgment was rendered by the district court in fasfathe Company and Mr. Watters.
Subsequent to an appeal by the parties suing theefesstockholder, the Texas Court of Appeals, 8tficlal District, reversed the summary
judgment and remanded the case to the trial coha.Company filed an application for a Writ of Brmith the Texas Supreme Court. T
Writ was denied and the case was remanded to stécticourt for trial. The Company and Mr. Wattegsently mediated this matter and
pursuant to such mediation, entered into a settiémgreement with the Plaintiff, Mr. Young. Thetlghent agreement provides that the
litigation will be dismissed, with prejudice, astte Company, Mr. Watters and all other entitiewihich Mr. Watters is or was associated.
The documents evidencing this settlement agreearentresently being prepared by legal counsdbifany reason, this settlement is not
consummated, the Company believes, after consuitatith counsel that it has substantial defenséiseé@laims being asserted against it and
that the risk of material financial exposure to @@mpany is remote. There can be no assurance vieoytbat the Company will be succes:
in asserting its defenses or that any judgmentrttzgt be rendered against the Company will not biemnah See "Business -- Litigation."
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CONFLICTS OF INTEREST; CERTAIN TRANSACTIONS

In 1991 Mr. Watters exercised an option to purctedisef the outstanding shares of capital stocKwiCorporation which owns the land on
which the present operation of Rick's Cabaretdéatied. The seller of Zu Corporation has protestedsalidity of the exercise of this option
and Mr. Watters initiated litigation. Trumps, Iscléase with Zu Corporation expired in FebruangélSnd Trumps exercised its option to
renew the lease for an additional term of 10 yeHns. Seller of Zu Corporation has, likewise, prt#dghe validity of the exercise of this
renewal option. See "Risk Factors--Litigation" dBdisiness--Litigation." Although the terms and citinths of the lease between Trumps,
Inc. and Zu Corporation were not the result of ariength negotiations, management believes thaethes are comparable to or better than
those that would be available from unaffiliatedtjga. See "Certain Transactions."

UNINSURED RISKS

The Company maintains insurance in amounts it densiadequate for personal injury and property dama which the business of the
Company may be subject. Because of what the Comghe@ms to be prohibitively expensive premium cdstsyever, the Company does not
maintain any personal injury liquor liability inamce. Therefore, the Company may be exposed tofmitaninsured liabilities which may be
imposed pursuant to the Texas "Dram Shop" statusénglar "Dram Shop" statutes or common law the®of liability in other states where
the Company may expand. The Texas "Dram Shop"tstptovides a person injured by an intoxicated gretke right to recover damages
from an establishment that wrongfully served aldimhoeverages to such person if it was apparetitéserver that the individual being sold,
served or provided with an alcoholic beverage wasausly intoxicated to the extent that he presgatelear danger to himself and others.
An employer is not liable for the actions of itsoyee who overserves if (i) the employer requiteemployees to attend a seller training
program approved by the TABC; (ii) the employee &etsially attended such a training program; and

(iii) the employer has not directly or indirectip@uraged the employee to violate the law. It ésghblicy of Rick's to require that all server:
alcohol working at Rick's be certified as servarder a training program approved by the TABC, wltehtification gives statutory immunity
to the sellers of alcohol from damage caused td fhérties by those who have consumed alcoholiefages at such establishment pursuant
to the Texas Alcoholic Beverage Code. There candoagssurance, however, that uninsured liabilitiag mot arise which could have a
material adverse effect on the Company. In 1938Qbmpany was sued by the relatives of a deceaseatcident victim who alleged that
one of the Company's employees wrongfully causediéath of the accident victim. The Company regesttled this litigation making a
nominal payment of less than $4,000 to the Pldnt8ee "Business--Litigation."

BROAD DISCRETION IN APPLICATION OF PROCEEDS

The Company is allocating all of the net proceedbis Offering for working capital and general porate purposes, including the opening of
adult cabarets in the format and bearing the ndRiek's Cabaret" in cities other than Houston, TeXasordingly, management will retain
broad discretion in the use of proceeds. In additiee Company may, when and if the opportunityes; acquire other businesses involved in
the topless entertainment business. Accordingprpapective investor will not have an opportundyet/aluate the precise locations where the
Company will expand or to review and evaluate tharfcial condition of any other entity involved
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in the topless entertainment business which thegaommay acquire. Consequently, prospective investil be relying upon the judgment
of management of the Company for such decisiongstiors should consider such broad discretionarafiplication of proceeds of the
offering prior to making a determination to purahaise securities offered hereby. See "Use of Pos;eeBusiness--Future Expansion” and
"Management."

CONTROL BY MANAGEMENT

The Chief Executive Officer and Chairman of the Bloaf the Company owns approximately 49% of thestautding Common Stock of the
Company. As a result, management, as a practidameill be able to elect all directors and othise control the affairs of the Company
the foreseeable future. However, the Company heesedgvith the Representative to appoint, for agueof three years ending October, 1998,
two persons to the Board of Directors, who shallbeaffiliated with the Company. See "Principad¢kholders."

LIMITATIONS ON PROTECTION OF SERVICE MARKS

Rights of the Company to the tradenames "Rick'sl"'&ick's Cabaret" are established under the comiamwnbased upon the Company's
substantial and continuous use of these tradenmaikgerstate commerce since at least as earlp8%.1'RICK'S AND STARS DESIGN"
logo was registered through service mark registnatissued by the United States Patent and TraéteDffice ("PTO") in 1989. Due to an
oversight, these registrations were canceled byPiie@ for failure of the Company to file a requirgtidavit with the PTO setting forth that
the service mark was still in use in commerce. Aggpilons for service mark registration have betdfto re-register the Company's RICK'S
AND STARS DESIGN logo service mark with the PTO €8k applications were published for opposition @ay28, 1996 and June 4, 1996.
If an opposition or request for extension of tiradile an opposition is not filed within 30 daystbe corresponding date of publication, the
registrations should issue within six months folilegvpublication.

Applications for service mark registration for tGempany's RICK'S CABARET service mark have alsaiféed. These applications were
published for opposition on May 28, 1996. If an ogiion or request for extension of time to file@position is not filed within 30 days of
the date of publication, the registrations shostaie within about six months following publication.

There can be no assurance that these steps takba Bpmpany to protect its service marks will Hecuate to deter misappropriation of its
protected intellectual property rights. Litigatioray be necessary in the future to protect the Cogipaights from infringement, which may
be costly and time consuming. The loss of the lidt@lial property rights owned or claimed by the @amny could have a material adverse
affect on the Company.

POSSIBLE VOLATILITY OF COMMON STOCK PRICE

The market price of the Common Stock may be higblgtile, as has been the case with the secudfiesany other small capitalization
companies. Additionally, in recent years, the siéiesrmarkets have experienced a high level ofepaicd volume volatility and the market
prices of securities for many companies, partidulsmall capitalization companies, have experiengetk fluctuations which have not
necessarily been related to the operating perfocesar underlying asset values of such companies.
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SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, assuming the eigr of the Warrants, the Representative's Warrantsthe Underlying Warrants, the
Company will have outstanding 4,883,333 sharesamfiion Stock, of which 3,083,333 shares will beljréeadeable without restriction or
further registration under the Securities Act, gtder any shares purchased by an "affiliate” @ @ompany (in general, a person who has a
control relationship with the Company).

There are 1,800,000 shares of Common Stock ouisgnahich are owned by Mr. Watters and, which@emed to be "restricted securiti
as that term is defined under Rule 144 of the SéesiAct ("Rule 144"), in that such shares wesied in private transactions not involving a
public offering.

In addition to the limitations placed on the sdieestricted securities pursuant to Rule 144, Mat\sts has entered into a letter agreement
with the Representative not to sell or otherwispdse of any securities of the Company prior tolA®, 1997, without the prior written
consent of the Representative. Further, Mr. Wdtassentered into an agreement at the request &eabarities Commissioner of Texas which
places further restrictions on the sale and trarwff&,600,000 of his shares of Common Stock.

No prediction can be made as to the effect, if #myt sales of shares of Common Stock or the dvibifjaof such shares for sale will have
the market prices prevailing from time to time. Metheless, the possibility that substantial amoahtSommon Stock may be sold in the
public market would likely have a material advesgffect on prevailing market prices for the Commaacg® and could impair the Company's
ability to raise capital through the sale of itsiigg securities. See "Shares Eligible for FuturteSa

NO CASH DIVIDENDS

The Company has never paid cash dividends on itsn@n Stock and the Board of Directors does notaguatie paying cash dividends in the
foreseeable future. It currently intends to refainre earnings to finance the growth of its bus@eee "Dividend Policy."

ANTI-TAKEOVER EFFECTS OF ISSUANCE OF PREFERRED STOCK

The Board of Directors has the authority to isspéaul,000,000 shares of Preferred Stock, $.1@glae per share, in one or more series, to
fix the number of shares constituting any sucheserand to fix the rights and preferences of tlaeeshconstituting any series, without any
further vote or action by the stockholders. Theasge of Preferred Stock by the Board of Directandld adversely affect the rights of the
holders of Common Stock. For example, such issuangkl result in a class of securities outstandirag would have preferences with resj
to voting rights and dividends and in liquidatioreothe Common Stock, and could (upon conversiastlegrwise) enjoy all of the rights
appurtenant to Common Stock. The Board's authtwitysue Preferred Stock could discourage potetati@over attempts and could delay or
prevent a change in control of the Company thranghger, tender offer, proxy contest or otherwisenaking such attempts more difficult
achieve or more costly. There are no issued arstanding shares of Preferred Stock; there are reeagents or understandings for the
issuance of Preferred Stock, and the Board of Birsdas no present intention to issue PreferredkSt
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INABILITY TO EXERCISE WARRANTS

No Warrants will be exercisable unless at the tihexercise the Company has a current prospectestiee with the SEC covering shares
Common Stock issuable upon exercise of such Warard such shares have been registered or qualifiéelemed to be exempt under the
securities laws of the state of residence of tHddroThe Company will use its best efforts to hallesuch shares so registered or qualified on
or before the exercise date and to maintain a cum@spectus relating thereto until the expiratibthe Warrants, although there is no
assurance that it will be able to do so. See "Dygtson of Securities--Public Warrants."

POTENTIAL ADVERSE EFFECTS OF REDEMPTION OF WARRANTS

The Warrants may be redeemed by the Company, atragyprior to the expiration, at a price of $0@% Warrant upon at least 30 days'
notice mailed within 10 days after the market valfithe Common Stock has equaled or exceeded $@10dhare for a period of 30
consecutive trading days. The Company may onlyeedine Warrants if at the time of redemption thenfany has a current prospectus
effective with the SEC covering the shares of Comi8tock issuable upon exercise of such Warrantsacid shares have been registered or
qualified or deemed to be exempt under the seesridiws of the state of residence of the holdedeRwption of the Warrants could force the
holders to exercise the Warrants and to pay theceseeprice at a time when it may be disadvantagémuthe holders to do so, to sell the
Warrants at the then-current market price when thigjt otherwise wish to hold the Warrants, or¢oept the redemption price, which is
likely to be substantially less than the marketieadf the Warrants at the time of redemption. Thefahts are not redeemable by the
Company prior to the first anniversary of the efifex date of this Prospectus without the writtensent of the Representative. See
"Description of Securities--Public Warrants."

LIMITATION ON DIRECTOR LIABILITY

The Company's Articles of Incorporation provide pasmitted by governing Texas law, that a direcfathe Company shall not be personally
liable to the Company or its stockholders for mangtiamages for breach of fiduciary duty as a tireevith certain exceptions. These
provisions may discourage stockholders from brigginit against a director for breach of fiduciangydand may reduce the likelihood of
derivative litigation brought by stockholders orhbE of the Company against a director. See "Mamsagg--Limitation on Directors'

Liability; Indemnification."
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USE OF PROCEEDS

In the event that shares of Common Stock are issped exercise of all of the Warrants, the Repriadime's Warrants and the Underlying
Warrants described herein, the Company will recav@et proceeds, a maximum of $3,792,000, afaualimg estimated offering expenses.
The Company expects to use the net proceeds, iivaed available, for working capital and generapooate purposes. As there are no
commitments from the holders of the Warrants, thprBsentative's Warrants or the Underlying Warram$® exercise such securities and
purchase Common Stock, there can be no assuraatcanh Warrants, Representative's Warrants or UWyidgrWarrants will be exercised.

The Company reserves the right to change its upeogkeds when and if market conditions or unexqubchanges in operating conditions or
results occur. In addition, the Company may, wheshifithe opportunity arises, acquire other busieedgnvolved in activities which are
compatible with the Company's business. If sucbortunity arises, the Company may use a portidheoproceeds of this offering for that
purpose. The Company has no specific plans, armaeges, agreements or understanding with respeatyt@cquisition in which these funds
would be used, and there is no assurance thatauysitions will be made.

The Company believes that the cash flow from opearat together with the proceeds from the IPO kéllsufficient to meet operating
requirements and capital expenditures for at [82shonths. Proceeds not immediately required femptirposes described above will be
invested principally in U.S. government securittesnoney market funds.
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PRICE RANGE OF COMMON STOCK

Since October 13, 1995, the Company's Common Staslbeen traded on The NASDAQ SmallCap Market utidesymbol "RICK." The
following table sets forth the quarterly high and/llast sales prices per share for the Common Stsckeported by NASDAQ.

Common Stock Price Range

High Low
1995
FourthQuarter.............. ... $ 5 $ 37/8
1996
FirstQuarter .............. ... $ 5 $ 315/16
SecondQuarter . ............. ... $ 5314 $ 412
Third Quarter (through July 8,1996) ... .. ....... $ 53/8 $51/4

On July 8, 1996, the last sales price for the Com&twck as reported by The NASDAQ SmallCap Markas &5 3/8 per share. On July 8,
1996, there were approximately 300 stockholdergadrd of the Common Stock.

DIVIDEND POLICY

The Company has never declared a cash divident$ @ommon Stock. The Board of Directors presemtgrids to retain all earnings for use
in the Company's business, and, therefore, doeamicipate paying any cash dividends in the fazabée future. The declaration of
dividends, if any, in the future will be subjecttte discretion of the Board of Directors, whichyntansider such factors as the Company's
results of operations, financial condition, capitakds and acquisition strategy, among others!daeagement's Discussion and Analysis of
Financial Condition and Results of Operations."
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CAPITALIZATION

The following table sets forth the capitalizatidittee Company at March 31, 1996, and as adjusteeflect the exercise of the 920,000
Warrants at $3.00 per share and 240,000 Repreisefgal/arrants and Underlying Warrants at an eserprice of $4.35 per share of

Common Stock. The table should be read in conjanaiiith the Company's financial statements andsbtereto that are included elsewhere
in this Prospectus.

MARCH 31, 1996

A S
HISTORICAL ADJUSTE D (1)
Stockholders' Equity:

Common Stock--$.01 par value; 15,000,000 shares
authorized 3,640,000 shares issued and outstand ing $ 36,400 $ 5 0,333
Additional Paid In Capital 4,251,559 8,94 1,959
Retained earnings 115,434 11 5,434
Total Stockholders' Equity $4,403,393  $9,10 7,726
Total Capitalization $4,403,393  $9,10 7,726

(1) Assumes issuance of (i) 920,000 shares issugtale exercise of the Warrants, and (ii) 240,0G0eh of Common Stock issuable upon the
exercise of the Representative's Warrants and tiuietlying Warrants. Also assumes issuance of 200s8@res relating to Consultant's
Warrants at an exercise price of $4.50 per shafaimon Stock previously registered pursuant terF8¢8, of which 50,000 were exercised
on July 8, 1996. There can be no assurance thaithry warrants will be exercised. An additionad D0 shares of Consultants Warrants are
not included, as they have not vested.
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SELECTED FINANCIAL DATA

The selected combined financial data presentedifeloeach of the two-years ended September 30,1828 1994, have been derived from
the audited financial statements of the Compang. Sdlected combined financial data for the six m®ended March 31, 1996, and 1995
have not been audited but in management's opinidndes all adjustments consisting only of norrealrring adjustments necessary to
present fairly the financial data for and at thd ehsuch periods. The data presented below shmutgad in conjunction with "Management's
Discussion and Analysis of Financial Condition &websults of Operations” and with the Company's fingrstatements, related notes and
other financial information included elsewherehistProspectus.

A S ADJUSTED
FO R PROCEEDS HISTORICAL
S IX MONTHS SIX MONTHS ENDED
ENDED MARCH 31, Y EAR ENDED SEPT. 30,
MARCH 31, e - e
1996(2) 1996 1995 1995 1994
( UNAUDITED) (UNAUDITED)
STATEMENT OF INCOME DATA:
Revenues
Sale of alcoholic beverages $1,196,006 $1,191,293 $2 ,286,157 $2,381,250
Sale of food 137,729 109,566 213,537 196,773
Service revenues 912,330 833,717 1 ,700,133 1,730,653
Other 127,944 149,946 334,879 258,617
Total Revenues 2,369,009 2,284,52 4 ,534,706 4,567,293
Income (loss) from operations (163,353) 172,031 593,670 348,017
Income (loss) before income taxes (78,992) 155,369 553,427 292,041
Net income (loss) (83,792) 95,069 359,427 191,041
Net income (loss) per common share (0.02) 0.05 0.20 0.11
Weighted average shares outstanding 3,640,000 1,800,000 1 ,800,000 1,800,000
BALANCE SHEET DATA:
Total assets $9,930,844 $5,226,844  $1,355,422 $1 449,458 $ 629,755
Working capital (deficit) 7,980,510 3,276,510 785,420 (741,220) (448,445)
Total liabilities 823,451 823,451 1,402,554 1 ,232,232 771,956
Stockholders' equity (deficit)(1) 9,107,726 4,403,393 (47,132) 217,226  (142,201)

(1) The Company's negative stockholders' equitheend of 1994 is a result of stock repurchasebdy¥ompany in prior years, and is not
the result of operating losses of the Company.

(2) Assumes issuance of (i) 920,000 shares of Camfatock issuable upon exercise of the Warrants{igri2#0,000 shares of Common
Stock issuable upon the exercise of the RepresegitatVarrants and the Underlying Warrants. Alssuates issuance of 200,000 shares
relating to Consultant's Warrants at an exercigeemf $4.50 per share of Common Stock previousgystered pursuant to Form S-8, of
which 50,000 were exercised on July 8, 1996. Tharebe no assurance that any other warrants wékbecised. An additional 200,000
shares of Consultants Warrants are not includethegshave not vested.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith the financial statements appearing in@oenpany's Annual Report on Form 10-
KSB filed with the Securities and Exchange Commisgor the fiscal year ending September 30, 199bthe unaudited financial statements
appearing in the Company's Quarterly Reports omFi-QSB for the quarters ending December 31, B@@bMarch 31, 1996.

GENERAL

The Company was formed in December 1994 to acallicf the outstanding capital stock of Trumps,.JecTexas corporation (“Trumps")
formed in 1982. Since 1983, Trumps has operatekis@abaret, a premier adult nightclub offeringlégp entertainment in Houston, Texas.
In 1995, the Company acquired Tantra, a non-sexoaiknted discotheque and billiard club also ledah Houston, Texas from Robert L.
Watters, the principal shareholder. Tantra becapegational during the second quarter of fiscal 199 Company's fiscal year end is
September 30.

Revenues are derived from the sale of liquor, beire and food, which comprises approximately 60%otal revenues, and charges to the
entertainers and cover charges which comprise appabely 38% of total revenues for the second eurat fiscal 1996 revenues. For the
second quarter of fiscal 1995, these percentages 3686 and 36%, respectively. The remaining reveiane derived from the sale of
memberships, merchandise, and miscellaneous @henue sources. Membership sales are for acc&sks VIP Room, and range in price
from $550 to $1,200 for a lifetime membership. Attdial benefits include waiver of cover charge$/lid 15% discount on drink prices,
complimentary drink tickets and miscellaneous otierefits depending on the type of membership @mssth. Membership sales were $9,550
and $14,850, which represented sales of 12 andet8arships, respectively, for the second quartéiscdl years 1996 and 1995.

RESULTS OF OPERATIONS

Six Months Ended March 31, 1996 compared to theMgirths Ended March 31, 1995. For the six monthsckl&1, 1996, the Company had
consolidated net revenues of $2,369,009, an inereb$84,487 from the net revenues of $2,284,522® six months ended March 31, 1¢
Single location revenues of Rick's Cabaret decliffédas compared to the first six months of fis@d3.or approximately $134,000. The
decline at Rick's Cabaret is offset by Tantra reresnof $373,581 during the six months ended MaigH 896.

Cost of goods sold were 33% and 26% of sales ohalic beverages and food for the first six morghiscal 1996 and 1995, respectively.
Renovations to the kitchen area at Rick's Cabanéhg the months of November and December, 1998ired| the Company to use outside
sources for catering lunch and dinner meals whishilted in limited menu offerings at higher costs.

Salaries and wages increased 26% or $164,976 frerfirst six months of fiscal 1995 due to the addiof Tantra ($46,716) and the addition
of management personnel and staff in anticipatforpening additional locations.
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Other general and administrative expenses increb&¥dor $162,038 from the first six months of fist@95. Taxes and permits increased
from the first six months of fiscal 1995 due to #uguisition and opening of Tantra. Charge card fxreased $30,605 largely due to
increased cash sales during fiscal 1996. Rentrastlilue to the acquisition of a parking lot whichsvpreviously leased and is currently used
extensively with the Tantra operation. Advertisargl promotion increased by $167,633 as the Comganied and extensive outdoor and
radio advertising campaign. Management believepdtséive effects of advertising for the Compang aften deferred for a period of several
months. During fiscal year 1995, the Company endageadvertising and public relations firm to aswsish the placement of advertising.
Other costs increased as result of increased teanklodging costs incurred by staff involved viltle opening of the New Orleans location
and the review of other potential acquisitions.

Interest income increased to $92,943 for the sintimoended March 31, 1996 as a result of inveskiagroceeds of the Company's public
offering. Interest expense was reduced to $8,582 $17,101 during the six months of fiscal 1996 ttue reduction in the average amour
bank and lease financing debt outstanding.

The Company experienced a net loss for the six hsoeded March 31, 1996 of ($83,792) comparedttineme of $95,069 for the six
months of fiscal 1995. Management anticipatestti@tCompany may also experience losses for the émd fourth quarters of fiscal 1996
until revenue growth from acquisitions and the dpgrof new locations is realized.

Year Ended September 30, 1995 compared to YeardEpedptember 30, 1994. For the 1995 fiscal yearCtrapany had consolidated total
revenues of $4,534,706, a decrease of $32,587ffsmal 1994 revenues of $4,567,293. Single locatéenues for Rick's Cabaret declined
11% from fiscal 1994 or approximately $489,000. Teeline at Rick's Cabaret is offset by the addiiad opening of Tantra during the
second quarter of fiscal 1995 which provided reesnof $490,000. The overall decline in revenuedtithutable to the increased level of
competition in the Houston, Texas area and a dedalimdvertising expenditures during early fisc@®4. Additionally, management time and
working capital which otherwise would have beeressted by the Company in advertising was committeti¢ successful completion in
October 1995 of the Company's initial public offeri During the later quarters of fiscal 1995 artdraompleting the initial public offering,
management has increased advertising expenditndelas retained the services of an advertisingoabtic relations firm.

Cost of goods sold were 28% and 27% of sales ohalic beverages and food for fiscal 1995 and 18€gpectively. This increase is belie
to be attributable to a slight increase in foo@sathich carries a higher cost than beverage sales.

Salaries and wages decreased 3% or $39,891 freal i994 due to a reduction in the bonus accruéldet@hief Executive Officer and a
reduction in management staffing, offset by $122 @8Tantra salaries for fiscal 1995.

Other general and administrative expenses decre@8écr $251,035 from fiscal 1994 to fiscal 1998cEeases occurred in all general and
administrative expense categories except Taxe®amdits which increased 4% from 1994 due to theiatpn and opening of Tantra.
Charge card fees decreased $25,746 due to theadedresales noted above. Legal and accountingaesd $29,047 due to a lower level of
activity relating to the defense of lawsuits. Adigng
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and promotion was lower by $109,746 at Rick's Cetbas the Company reduced advertising during tHg gaarters of fiscal 1995 due to
increased working capital needs in preparationt$anitial public offering, offset by $96,627 irafitra advertising. Additionally, the
amortization of a nomompete agreement ($48,000) was completed in 1%®4ne corresponding expense in 1995. Managemédigtves tha
the reductions in all categories, in addition te thasons stated above, are attributable to addititnanagement controls instituted at the
beginning of fiscal year 1995.

Interest expense was reduced to $55,976 from $12%8e to a reduction in the average amount of bakease financing debt outstanding
during the year.

Net income increased for fiscal 1995 by $168,3888% as compared to fiscal 19!

For the Years Ended September 30, 1994 and Sept@&®b£993. For the year ended September 30, 19994"), the Company had
revenues of $4,567,293 compared with $4,551,77hfoyear ended September 30, 1993

("1993"), an increase of $15,518. Overall revermaesained flat due to (1)

the effects of the 1993 tax increase which prigaffected the high revenue customers of the ¢Ribthe reduction in the deductible
percentage of entertainment expenses, (3) theasetklevel of competition in the Houston, Texasaas well as (4) the under funding of
advertising in the fiscal years ending Septembed 903 and 1992. In addition, the Company changedral policies regarding charges to
entertainers which reduced revenue from servicen $1,819,213 to $1,730,653 and resulted in a tgrgeion of the overall revenues of the
Company being derived from the sale of food andekegyes. These policy changes related to a dedrettsefacility fee charged to
entertainers for day shifts to encourage ententsitteperform during the day and early evening.

Costs of goods sold of food and beverages increfased$583,795 to $686,944, or from 23% to 27%obdlt revenues in part as a result of
increase in the percentage of sales attributabibeverages and food as compared with total reverulsitionally, food costs increased by
$83,307 from 1993 to 1994. This increase was dilee@ompany pursuing the lunch market by meamsneh buffets. The Company
believes that this market has developed suffigieiatiallow adjustment to its marketing plans and siace reduced food cost in comparisa
revenues. Cost of goods sold as a percentageesf shhlcoholic beverages remained consistent jrean to year. Salaries and wages
decreased from $1,458,000 in 1993 to $1,311,09994, a decrease of 10%, primarily as a resultreflaction in management salaries. The
individual components of other general and adnriatiste expenses remained consistent from 199334 &9cept for advertising, rent, and
other expenses. Advertising increased $252,40814 859 in 1994. Management believes that advegtisias under funded in the prior two
fiscal years and that the effect was not felt uht 1994 fiscal year due to the time delay in fienfom advertising expenditures. Rent
increased from $273,435 to $326,563, or $53,12& iflcrease was primarily due to the increase émtionthly rent due on the principal
location of the Company. Rent is calculated onragreage of alcohol sales which increased in 1B8dal and accounting expenses were
$135,618 and $127,360 in 1994 and 1993 respectivelyn increase of $8,258. The remaining incr@as¢her general and administrative
costs was a result of general increases in vanpesating expenses.

Interest expense was reduced from $129,377 to $6%Ba decrease of 57%. This reduction from 1998994 was due to the elimination by
the Company of $300,000 of debt.
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The Company had income before income taxes of $292n 1994 compared with $570,510 for 1993. A®da@bove, this was the result of
an increase in advertising, rent, and other germerdladministrative expenses.

LIQUIDITY AND CAPITAL RESOURCES

At March 31, 1996 the Company had working capifa&#$276,510 as a result of the successful congpleif the Company's initial public
offering. Funds available to the Company (afterwtithg underwriting commissions and expenses aataativith the offering) approximated
$4,270,000 and will be used for capital improveraeatthe original Houston location, opening twoitddal locations, and for general
corporate working capital purposes.

At September 30, 1995 the Company had a workingalageficit of $741,220, compared to a working itapdeficit of $448,445 at the end
fiscal 1994. The increase in negative working @ps primarily due to the provision of working d¢&b from operations less equipment and
leasehold improvements acquired. This decreaserkimg capital was offset during October 1995 whien Company completed its initial
public offering by selling 1,840,000 common shawethe public market.

In the opinion of management, working capital i$ a¢rue indicator of the status of the Company tduae short cycle to liquidity, which
results in the realization of cash within no mdrart five (5) days after the culmination of a trauti®e. In addition, trade payables are
comprised of more than $100,000 in legal feesdhapaid on extended terms, and other chargegddiathe initial public offering that will
be paid from the proceeds of the offering. Thegalléees resulted from litigation concluded in 1892l the Company does not anticipate
incurring legal fees to this extent in the futufbe Company had negative stockholder's equity 42#01 at the end of 1994 as a result of
agreements by the Company to repurchase sharesesping the entire ownership of previous sharedis|chot from operating losses. These
shares were subsequently canceled by the Company.

Net cash provided by operating activities increase$ir56,827 in 1995 from $193,796 in 1994. Theoedor the net increase in ce

provided by operating activities was due to thedase in net income of $168,386, an increase iowis payable and accrued liabilities of
$188,652 and an increase in income taxes payalfi#4ff,319. Net cash used in investing activities §416,082 in 1995 and was due to
investments in property and equipment almost tptdtcounted for by the acquisition of Tantra. Caséd by financing activities in 1995 was
used primarily to finance the costs associated thighinitial public offering of the Company.

The Company has established a line of credit wgthhank, Sunbelt National Bank -- Houston, Texaiklhas been used on an "as-needed"
basis to fund various improvements. As of Septer8Bed 995, the Company's maximum borrowing limis\w§420,000 with an outstanding
balance of $110,000. Repayment of the note begangust 1995, with monthly payments of principle$df,000 plus interest at bank prime
plus 1% (10.75% at September 30, 1995). This rsosedured by accounts receivable, furniture angewnt, and a certificate of deposit
owned by the current shareholder.

Although the Company has not established linegseditother than the existing debt, there can bassurance that the Company will be able
to obtain additional financing on reasonable
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terms, if at all. Management believes, howevett, phaceeds from this offering will provide adequieiidity to meet the expansion plans i
working capital needs of the Company for the nétrfonths. The Company has no material capital comemits as of September 30, 1995.

Because of the large volume of cash handled bgdhgany, stringent cash controls have been impleeddsy the Company. These
procedures have been improved over the life oftmpany, to take advantage of improvements in @olgy. Management believes that it
will be able to duplicate the financial controlsitlexist at its current location at future locasipand that these controls will provide sufficient
safeguards to protect the interests of the Comparthe event the topless club industry is requitedonvert the entertainers who perform
from independent contractor to employee statusCtivapany has prepared alternative plans that Maneagebelieves will protect the
profitability of the Company. In addition, Manageméelieves that the industry standard of treatiimegentertainers as independent
contractors provides sufficient safe harbor pradecto preclude any tax assessment for prior ypaysoll taxes.

The adult topless club entertainment businesggisiyicompetitive with respect to price, service &ahtion, as well as the professionalism of
the entertainment. Rick's Cabaret in Houston coagpeith a number of locallgpwned adult cabarets, some of whose names enjogméion
that equals that of Rick's. Although the Companijebes that it is well-positioned to compete susfalty in the future, there can be no
assurance that Rick's will be able to maintaitiggh level of name recognition and prestige witthie marketplace.

SEASONALITY

The Company is significantly affected by seasoaetdrs. Typically, Rick's has experienced reduesgmues from May through September.
The Company has historically experienced its steshgperating results during October through April.
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BUSINESS

The Company currently owns and operates Rick's @glepremiere adult nightclub offering toplesteelainment and restaurant and bar
operations in Houston, Texas. Rick's Cabaret, wbathrs primarily to businessmen, has developdig@tele base which includes
professionals, business executives and other ohat$ who tend to entertain more frequently thanaberage person and who tend to have
greater disposable income. From its inceptionQbmpany's objective was to provide a first-clageainment environment for the business
consumer. To achieve this goal and reach its tangeket, Rick's created an attractive, yet disceegtronment, complimented by a first-class
bar and restaurant operation conducive to attrgdtirsinessmen and out-of-town convention clienfehe Company also currently owns and
operates Tantra, a non-sexually oriented discothequ billiard club in Houston, Texas.

HISTORY

The Company was organized as a Texas corporatid®da to acquire all of the outstanding capitatktof Trumps, Inc., a Texas corporati
("Trumps") from Robert L. Watters, its sole stockier. As a result of this transaction, Trumps begamvholly owned subsidiary of the
Company.

Trumps was incorporated in 1982 and has operateldsRTabaret since 1983. Mr. Watters initially braeaa 10% stockholder of Trumps in
November, 1987, becoming one of three stockholefsumps. Mr. Watters' ownership interest in Trumipcreased to 50% of tl
outstanding stock in 1989. Mr. Watters became tthe stockholder of Trumps in 1993 through a sesfdsusiness transactions with the only
other then remaining stockholder.

In September, 1995, the Company acquired all ot#pital stock of Tantric Enterprises, Inc., Taridance, Inc., and Tantra Parking, Inc.
(collectively "Tantra") from Mr. Watters. The Taatcompanies own and operate Tantra, a Berually oriented discotheque and billiard ¢
in Houston, Texas.

In February, 1996, the Company formed RCI Entent&int, Louisiana, Inc., a Louisiana corporation,tfa purpose of administering,
operating, managing and leasing its new locatidNemw Orleans, Louisiana. The Company presentlyciguaties that it will open its new
facility in New Orleans in November, 1996. In adiatit the Company formed RCI Entertainment (Texas), in June, 1996, for the purpose
of acquiring 1.13 acres of land in Houston, TexXd®e Company plans to build a new adult orientedhteigb at this location within the next
twelve to eighteen months.

BUSINESS STRATEGY

Prior to Rick's opening in 1983, the topless nilghidusiness was characterized by small establisteyyenerally managed by their owner.
Such establishments were often dimly lit and tlaedards for performers' personal appearance asdrpaity were not maintained. It was
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customary for performers to alternate between aanand waitressing. The quantity and quality ofdswice was low and food was not
frequently offered. Music was usually "hard" roaidaoll, played at a loud level by a disc jockeyodtequently interrupted the music to
make general announcements. Usually, only castae@pted and businessmen felt uncomfortable in an@nvironment. Recognizing a
void in the market for a first-class adult cabatte¢, Company designed Rick's and targeted the ésmsimen's segment of the market by
providing a unique quality entertainment environim@ime following summarize the areas of operatibRiok's which management believe
distinguish it from its competitors.

Female Entertainment. Management of the Companyofias/ed a policy of maintaining high standardglie areas of both personal
appearance and personality of its topless entersiend waitresses. Though a performer's physigearance is very important, of equal
importance is her ability to present herself attvaty and to converse intelligently with customevianagement insists that the performers it
hires are experienced dancers. Prospective perferane initially interviewed by the Company's magragnt personnel. Management mak
determination as to whether a particular applitastitable based on such factors of appeararniedat dress, communication skills and
demeanor. If an applicant is found to be suitadie, is given an identification card and a computenber. New performers are given a brief
orientation to the club and the applicable ruled mgulations which govern each performer's condidee Company charges each perforr
facility fee ranging from $17.00 per shift for dslyifts, to $27.00 per shift for evening and nidhifts. Each entertainer retains 100% of all
cash payments made to her by customers for anyegaréormed. If a customer desires to pay by ceadid, the Company processes the
credit card charge and pays the entertainer 80&hypperformance charged to a credit card. All ¢realid charges made by customers while
at Rick's must be approved, in writing, by managarbefore any charge is accepted.

The performers dance on the main stage or on snstdlges throughout the club. While their perforogsninclude topless dancing,
management insists that they be elegantly attiteginwnot performing, as opposed to being scantégsid as in many other adult cabarets.
Full nudity is never permitted in the club. Managatwill not hire any performers who have tattond the performers who are hired are
provided guidelines as to the manner of dressstydé; makeup and general demeanor, in an effartaimtain a high standard of
professionalism amongst the performers and to erthat they maintain a pleasant, congenial demeatradl times. Further, management
evaluates each performer's appearance and perfoenoana nightly basis and advises performers if tiress, makeup, hairstyle, general
appearance or demeanor do not meet the standarcls Rick's sets forth. Rick's has had 18 entertaiméno have performed at Rick's
featured as centerfolds in the country's leading'snentertainment magazines. Though these polieies the effect of limiting the number of
performers who are permitted to dance or serveadtsegses at Rick's Cabaret, the Company beliénadsts policy of maintaining these high
standards is in its best interest of long-term reapgosition.

Management. It is common practice in the adult oattiadustry to allow its day-to-day operationalrmagement to receive the bulk of their
income directly from the performers in the form
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of cash tips. Rick's, however, was the first cabaodts knowledge, to place managers on a saadyto prohibit managers from receiving
cash tips. The Company has recruited its managest&ifiexclusively from outside of the topless iatly, in the belief that management
which has not been exposed to operating practieafent in the topless industry and with diverssmagement backgrounds will produce a
management team that operates with a high levietedrity. This practice of training managementhwiit adult nightclub experience may
cause the Company to experience a shortage ofigdatianagement necessary to fulfill its anticipageowth plans due to the additional ti
required to train such personnel.

Compliance Policies. The management of Rick's Galieas a policy of ensuring that its businessiigezhon in conformity with local, state
and federal laws. In particular, the Company's rgan@nt has a "no tolerance" policy as to illegabduse in or around the premises. Posters
placed throughout the nightclub reinforce this ppls do periodic unannounced searches of thetaimer's lockers. Entertainers and
waitresses who arrive for work are not allowede@vie the premises without the permission of managernce an entertainer does leavt
premises, she is not allowed to return to workluh# next day. Management continually monitorsiibbavior of entertainers, waitresses and
customers to ensure that proper standards of bahang observed. The Company's management haswer o levy fines on entertainers
breaches of the Company's rules. In the event tmtaimer is fined three times by management, theriner is barred from future
performances at Rick's Cabaret.

Management also reviews all credit card chargesrbgdcustomers while at Rick's. Specifically, maaragnt has in place a formal policy
which provides that all credit card charges musafygroved, in writing, by management before anygémare accepted. Management is
particularly trained to review credit card chargieensure that the only credit card charges apprémepayment are for food, drink and
entertainment at Rick's Cabaret.

Food and Drink. The Company believes a key to tleeass of a premiere adult nightclub is a qudiitgt-class bar and restaurant operatic
compliment its adult entertainment. The Companyleggpa full-time Service Manager who is in chardgeeeruiting and training a
professional waitress staff and ensuring that easkomer receives prompt and courteous servicé&'sReenploys a Chef with approximately
28 years experience and a Bar Manager, who isargehof ordering inventory and scheduling of baffswith five years experience. The
Company believes that the operation of a firsttastaurant is a necessary component to the apeddta premiere adult cabaret, as is the
provision of premium wine, liquor and beer in ortieensure that the customer perceives and olgaiod value. The Company's restaurant
operation is a full service operation which proideisiness lunch buffets and a full-scale lunchdinder menu service offering hot and cold
appetizers, salads, seafood, steak and lobstezxemsive selection of premiere wines are offececbimpliment any customer's lunch or
dinner selection. Drinks are provided to custoniretarge glasses with a generous measure of alcohol

Controls. Operational and accounting controls aseastial to the successful operation of a casinsnte nightclub and bar business. The
Company has implemented internal procedures and
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controls designed to ensure the integrity of itsrafional and accounting records. The Company aggmmanagement personnel from all
cash handling to ensure that management is isdfiadedand does not handle any cash. The Comparsyaisembination of accounting and
physical inventory control mechanisms to ensur@h kevel of integrity in its accounting practic€omputers play a significant role in
capturing and analyzing a variety of informatiorptovide management with the information necesgagfficiently manage and control the
nightclub. Deposits of cash and credit card resedpe reconciled each day to a daily income repoaddition, management reviews on a
daily basis (i) cash and credit card summaries wtieetogether all cash and credit card transastamturring at the front door, the bars in the
club and the cashier station, (ii) a summary ofdaiy bartenders' check-out reports, and (iiijp#ydcash requirements analysis which
reconciles the previous day's cash on hand toetipgirements for the next day's operations. The#g a@mputer reports alert management of
any variances from expected financial results baselistorical norms. Further, the Company condwrisa monthly basis, an independent
overview of its financial condition and has engagetbpendent accountants to conduct an annual andito review and advise the Company
relating to its internal controls.

Atmosphere. Rick's maintains a high standard ifaitity and in its decor. The furniture and fwshings in the club area were designed to
create the feeling of an upscale restaurant. Thedseystem was designed to provide quality soumhelats where conversations could still
take place. This environment is carefully monitoiiederms of maintenance, music selection, eritextaand waitress appearance and all
aspects of customer service on a continuous basis.

VIP Room. In keeping with Rick's emphasis on sag\hre upper-end of the business market, Rick'seghés VIP room in 1987, which is
open only to individuals who purchase memberships room is approximately 3,000 square feet ie simd memberships are sold which
give access to the room and discounts on food enksd The VIP room provides a higher level of luxin its decor and services.
Membership in Rick's VIP room requires a joiningmieeership fee which ranges from $250 for a non-mdithdividual membership to $550
for an individual resident membership and $1,200sfcorporate membership. Additionally, a non-menrthay use the VIP room for a one-
night admission fee of $100. Membership in RickiB Yoom will also entitle members to access tootHE rooms at all other locations
opened by the Company.

Advertising and Promotion. Rick's marketing philpbg towards customers is to portray Rick's as enfne cabaret providing topless
entertainment in a fun, yet discreet, environmEotel publications, local radio, cable televisioewspapers, billboards, taxi-cab reader
boards as well as a variety of promotional campmaigmsure that Rick's name is kept before the public

Rick's has received a significant amount of me#jgosure over the years. Mr. Watters has appearied tm the talk show "Geraldo" talking
about Rick's and was featured in an episode og4tyfies of the Rich and Famous" focusing on thiesspindustry. In addition, Penthouse
magazine produced a nine page article on the c¢ldiPéayboy magazine covered Rick's spring 1993tgalfnament in a recent article. For
the past 12 years, Rick's has sponsored a semahbgolfi tournament and outing which has generaignificant interest and tradition.
Articles covering the
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nightclub have appeared in Glamour magazine asagdladies Home Journal. The nightclub has beeriomenl in an inside cover story in
Time magazine as well as being mentioned on nunsevocasions in both the Houston Chronicle and theskbn Post and in a recent 1995
article published in Texas Monthly. In 1993 Rigiteduced the Girls of Rick's, a 90 minute videddes, which was aired as a Pay-per-View
feature on Warner cable. The video was reviewesgireral local newspapers as well as the Hollywoade#y magazine. In December, 1994,
Rick's provided entertainers for a Pay-Per-Viewidfeaproduced by a local radio station.

Rick's received extensive national coverage dF@ and articles appeared in The Wall Street Jduioa Angeles Times, Houston Business
Journal, and numerous other regional newspapeestélévision program "Extra" ran a short featuréRick's as did the program "Inside
Edition."

TANTRA

The Company owns and operates Tantra, a non-sgxar@hted discotheque and billiard club in Houstbexas. Tantra is located in a 6,500
square foot building and incorporates separatesdogdar service, dancing and playing billiardeebilliard area of the club is also designed
to accommodate occasional live performances by lwd national acts. Tantra is designed to appeahtaudience of people between the
ages of 21 through 40 who wish to dance to musichvimay be categorized as modern dance music. & antlesigned to appeal to both
couples and single men and women. The Companydsatienevaluate opening a nightclub similar or idttto Tantra in each city in which
expands its adult nightclub operations, subjeeicimeptable site location and adequate financingtrdds seen as a separate, but
complimentary, business activity to Rick's Cabaret is part of the Company's business philosoplipersify into a broader based
entertainment company.

RECENT DEVELOPMENTS

On July 11, 1996, the Company entered into a SRagkhase Agreement (the "Agreement") to acquirefdate outstanding shares of capital
stock of Classic Affairs, Inc., a Minnesota corpimma, d/b/a Schiek's Palace Royale ("Palace RoyaRglace Royale, a first class cabaret
featuring an adult entertainment restaurant andibéocated in downtown Minneapolis, MinnesotaeT@ompany believes that Palace
Royale, which has been in existence for eight yésusurrently the premiere adult cabaret in Mirp@is, Minnesota. Palace Royale is
situated in a historic landmark building which ommrised the Federal Reserve Bank in Minneapolis.ddémpany's plans for the facility
include minor interior refurbishing and expansidrh® kitchen facilities. The Company intends téeof first class menu to complement the
outstanding adult entertainment presently offeng@alace Royale. The Agreement with Palace Rogadelject to the completion of due
diligence and approval of regulatory authorities.
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FUTURE EXPANSION

It is the Company's intention to open adult calsairethe format and bearing the name "Rick's Cdabar@ther cities. Construction has
commenced on its newly acquired location in Newe@k, Louisiana, which is located at 315 Bourbeeesin the New Orleans celebrated
French Quarter. The Company's lease for the NewaDs' location commenced on May 7, 1996, and esraof 39 1/2 years. The lease is a
triple net lease with tenant paying taxes, maimeaand insurance. The club will occupy 16,200 sgjfeet in a three story building. The ¢
will be comprised of two entertainment venues,fitg being a cabaret in the format of Rick's Cabam Houston, Texas, which will occupy
the bottom floor. The second venue and format edtiupy the second floor of the building and willdb#heater, seating 250 patrons. Live
choreographed shows will take place twice a nigtt @& cast separate from the cabaret facilitiesit Rebased on a fixed minimum payment
with a percentage supplement in the event thasgakes exceed certain numbers.

Additionally, a one acre tract of land has beercpased on U.S. Highway 59 in Houston, Texas, teesas a new location for Rick's Cabaret
in Houston, Texas. Management believes that thegiews superior in many respects to its existibwgition. There are over 250,000 cars per
day which will view the new facility and the locati is convenient to the three main business distiicHouston, Texas, including the
downtown business district. It is also in closexmmity to Houston's main sports facilities. The Guany plans to build the new club at this
location within the next twelve months.

The Company also will consider the acquisition adilacabarets in other cities. In determining whadfes will be prime locations for a
"Rick's Cabaret" a variety of factors will be catesied. The current regulatory environment will Ine of such factors. The city must prese
permit alcoholic beverages to be sold in a toptedsret and must permit table dancing in the talle-style similar to Rick's present location
in Houston, Texas. Another factor which will be siiered is the availability of sites. The city mhave available a number of sites suitable
for conversion to a Rick's style cabaret, locateligh traffic commercial areas. The Company al8breview potential competition in the
area and will attempt to analyze the current macketitions and profitability of other adult cabigran the city. The proximity to Houston ¢
particular city will also be considered. In thelgaears of expansion the city must be within eesynmuting distance by air of Houston. This
will facilitate the training of management in Homistand enable the participation of Houston-basedagament in the construction and
opening of the new enterprise. It is anticipateat thsignificant number of personnel from the Honsiperation will be used to ensure thai
same operational systems and controls used atciion in Houston will be implemented and mairgdiat its new locations. The existing
business climate will also be of critical importan@he city must have a significant populationnafigenous businessmen, be a recognized
tourist destination and have a well developed cotioe business.

COMPETITION

The adult topless club entertainment businesgisiyicompetitive with respect to price, service &ahtion, as well as the professionalism of
its entertainment. Rick's Cabaret in Houston coewpetith a number of locally-owned adult cabaraime of whose names may enjoy
recognition that equals that of Rick's. While thare restrictions on the location of a so-called
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"sexually oriented business" there are no barteestry into the adult cabaret entertainment nisatke only the name "Rick's" and "Rick's
Cabaret" are proprietary. There are approximat@lgdult cabarets located in the Houston area oflwapproximately 10 are in direct
competition with the Company. The Company belighes the combination of its existing name recognitaind the entertainment
environment that it has created which is distiretnd unique will allow the Company to effectivebympete within the industry. In the past
year, Rick's has been the fourth highest adulttoigh in the Houston area in alcoholic beveragessaccording to the information me
available by the Texas Alcoholic Beverage Commissio the two years prior thereto, Rick's was eithe second or third highest adult
nightclub in alcoholic beverage sales in the Housiea. Although the Company believes that it ik-p@sitioned to compete successfully,
there can be no assurance that Rick's will be tabteaintain its high level of name recognition gumestige within the marketplace.

GOVERNMENTAL REGULATIONS

The Company is subject to various federal, statklaral laws affecting its business activitiesphrticular, in Texas the authority to issue a
permit to sell alcoholic beverages is governedheyTexas Alcoholic Beverage Commission (the "TAB@Mich has the authority, in its
discretion, to issue the appropriate permits. Ripkésently holds a Mixed Beverage Permit and a Haturs Permit (the "Permits"). These
Permits are subject to annual renewal, provide#t'Rltas complied with all rules and regulationsegaing the permits. Renewal of a permit
is subject to protest, which may be made by a lafereement agency or by a member of the generdiqub the event of a protest, the
TABC may hold a hearing at which time the viewsntérested parties are expressed. The TABC hasutherity after such hearing not to
issue a renewal of the protested alcoholic bevepagmit. Rick's has never been the subject of septdearing against the renewal of its
Permits. Other states may have similar laws whiely fimit the availability of a permit to sell alcolic beverages or which may provide for
suspension or revocation of a permit to sell aliohmeverages in certain circumstances. Prior fmaexing into any new market, the Comp
will take all steps necessary to ensure compliavitteall licensing and regulatory requirementstfoe sale of alcoholic beverages as well as
the sale of food.

Various groups have increasingly advocated cergstrictions on "happy hour" and other promotianslving alcoholic beverages. The
Company feels its entertainment value, admittamegge beginning after normal "happy hours" angdigcy of not discounting drink prices
are effective tools in promoting its business. Twenpany cannot predict whether additional restitgion the promotion of sales of alcoh
beverages will be adopted, or if adopted, the effiésuch restrictions on its business.

In addition to various regulatory requirements etifeg the sale of alcoholic beverages, in Houstowl in many other cities, location of a
topless cabaret is subject to restriction by cityimance. Rick's is subject to "The Sexually OmehBusiness Ordinance" (the "Ordinance")
which contains prohibitions on the location of aula cabaret. The prohibitions deal generally vdistance from schools, churches, and other
sexually oriented businesses and contain restngti@sed on the percentage of residences withimtinediate vicinity of the sexually

oriented business. The granting of a Sexually @eBusiness Permit ("Business Permit") is notettio discretion; the Business Permit
must be granted if the proposed operation satifiesequirements of the Ordinance. Rick's has &@dsiness Permit since passage of the
city ordinance
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in 1986. The Business Permit, which is transferablealid for a period of one year and is renewdly application of the permit holder. The
permit holder for Rick's Cabaret is Robert Watteh®, prior to the Company's recent public offerings the sole stockholder of the
Company. In the event of the failure by Mr. Wattersenew the Business Permit it is likely thateavrBusiness Permit would not be granted
for the location of Rick's Cabaret, because ofitlsation of another sexually oriented businessrpnte within the prohibited distance to
Rick's Cabaret.

The Company is also required to have a dancehatipér the operation of a discotheque in the otyHouston. The dancehall permit is not
a discretionary permit, but must be granted byciheif the provisions of the applicable ordinarare satisfied. A dancehall permit may be
revoked or renewal may be refused if certain crahactivities occur on the premises or the persiad as the applicant has committed
certain named offenses. Tantra's dancehall pesmpitasently held by Mr. Watters. The Company bebahat it could obtain a new dancehall
permit if for any reason Mr. Watters failed to rener was refused the renewal of the dancehall gefmior to expanding into any new
market, the Company will take all steps necessapptain any required dancehall permits and to dgmvjih any other related regulatory
requirements within that market.

LITIGATION

In Dallas Fontenot and Robert L. Watters v. Cas8dt-Acapulco, S.A. and Zu Corporation, Cause 3609194 in the 125th District Court
of Harris County, Texas (the "Zu Lawsuit"), filed 1991, Mr. Watters and a former stockholder of@oenpany (the "Plaintiffs”) filed suit
against another former stockholder of the Comp#my '(Defendant™). The suit sought to compel thedndfnt to convey to the Plaintiffs all
of its ownership interest in two entities, one dfieh, Zu Corporation, owns the land and buildingevéhRick's is located and which is leased
by the Company. The Defendant joined the Comparay@aty to the lawsuit, claiming that the Comphag breached its lease agreement
due to the alleged late payment of rent for onetmorhe case was tried in August, 1992 and judgmeistrendered in favor of the Plaintiffs
and the Company. The Defendant appealed this dedisithe Texas Court of Appeals 14th Judicial idistThe Court of Appeals, in an
opinion rendered in August, 1995, reversed and nel@a the case for a new trial in the District Coufton a re-hearing of this case, the
Court of Appeals, in an opinion rendered Februard2B6, from which one of three Justices dissenmtadrsed and rendered judgment ag:
Mr. Watters and the Company. The Company filed &éandor rehearing of the decision of the CouriApipeals, which was denied on May
1996.

The Company intends to file an Application for WaftError with the Texas Supreme Court. Based errélasoning of the dissenting opinion
to the decision of the Court of Appeals, counseheoCompany believes that there is a likeliho@t the Supreme Court will grant the
Company's Application for Writ of Error. Counsekhadvised the Company that this appellate prosdsieely to require from four to thirty
months depending upon whether the Texas Supreme @aints the Company's Application for Writ of &rrDuring this time, the Company
anticipates that it will continue to operate inptesent location.

If the Company is unsuccessful in overturning teeision of the Court of Appeals and is unable weasfully renegotiate a new lease, it will
be necessary for the Company to relocate Rick'slefttire Company believes that it could relocatekRito an equally desirable location,

36



and, in fact, has recently completed the acquisitiba tract of land in Houston, Texas, upon whibuild a new facility, such a move could
have a material adverse impact on the Company.&/d Company would extensively advertise its resation, it is possible that some
customers would be lost to other competing clulikénvicinity of Rick's present location. It isdily that a change in location would result in
some decline in revenue for a period until goodeallild be established at the new location. Othee# effects of a change of location ct
include the cost of the move and the lost revenuiang any period that Rick's would be unable torapeduring such move. See "Business --
Litigation."

In Vernon Young, Jr. v. Dallas J. Fontenot, Jryrips, Inc. and Robert Lewis Watters, Cause No.3#43 in the 11th District Court of

Harris County, Texas (the "Young Lawsuit"), filed1987, Dallas Fontenot, one of the former stodltéid of the Company was sued over his
ownership interest in the Company. Mr. Watters tn@dCompany were joined in the litigation basedl&gations that they had improperly
transferred certain assets to the Company fromhanabrporation that had previously operated Ri¢k'Sune, 1993, Summary Judgment'
rendered in favor of the Company and Mr. WattershigyDistrict Court. Subsequent to an appeal byp#réy suing the former stockholder,
Texas Court of Appeals, 8th Judicial District resezt the summary judgment and remanded the calse taal court. The Company filed an
application for Writ of Error with the Texas Supreri@ourt. This Writ was denied and the case wasmdgthto the district court for trial. The
Company and Mr. Watters recently mediated thisenaihd pursuant to such mediation, entered in&itlement agreement with the Plaintiff,
Mr. Young. The settlement agreement provides thatitigation will be dismissed, with prejudice,tasthe Company, Mr. Watters and all
other entities with which Mr. Watters is or was@sated. The documents evidencing this settlemgmesment are presently being prepared
by legal counsel. If, for any reason, this settlatrie not consummated, the Company believes, eftesultation with counsel, that it has
substantial defenses to the claims being assegtdst it, and that the risk of material finan@aposure to the Company is remote. There car
be no assurance, however, that the Company willbeessful in asserting its defenses or that adgnjent that may be rendered against the
Company will not be material. In 1989, the 11thtEi$ Court appointed Scott C. Mitchell as Receigéthe Company for the limited purpose
of reviewing the receipt and disbursement of reesmf the Company. The District Court terminatezlréceivership in March, 1993. Mr.
Mitchell's firm has continued to provide accountsegvices for the Company subsequent to the tetramaf the receivership. Mr. Mitchell
currently a Director of the Company.

In Richard Ball, Cynthia Ball, Eric Ward, Malia Giay, as next friend of Jonathan Ward and Joshua Wanors, Wayne Ward and Frances
Ward v. Trumps, Inc., d/b/a Rick's Cabaret and 38é48ng Corporation d/b/a Rick's Cabaret, Cause984)60776 (the "Ball Lawsuit"), file

in 1993, the Company was sued by the relativesdafceased car accident victim. This suit, filethie 190th District Court of Harris County,
Texas, alleged that one of the Company's employeasgfully caused the death of the accident vicfiime suit alleged that an employee of
the Company had become intoxicated at Rick's ahdesjuently was involved in an automobile accidenthich the victim was killed. The
Company answered the Original Complaint and dealleaf the allegations. The Company recently sdithés litigation making a nominal
payment of less than $4,000 to the Plaintiffs.

In Dallas J. Fontenot v. Trumps, Inc. and RobeiMatters, Cause No. 94-057144 in the 127th Dis@mtrt of Harris County, Texas (the
"Fontenot Lawsuit"), Mr. Fontenot sued the
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Company and Mr. Watters for alleged breaches &fgneement entered into in April, 1993 among Mr. temot, the Company and Mr.
Watters. Mr. Fontenot alleges that Mr. Watters gnmedCompany have breached this Agreement, butmiateéadicate the manner in which the
breach has occurred. The Company believes thasifuily complied with its obligations under thigreement. The litigation is in its initial
stages and no trial date has been set. The Contjadiryes, after consultation with counsel, théiais substantial defenses to the claims being
asserted against it and that the risk of matenalnfcial exposure to the Company is remote.

TRADEMARKS

Rights of the Company to the tradenames "Rick'sl"'&ick's Cabaret" are established under commontased upon the Company's
substantial and continuous use of these tradenmaikgerstate commerce since at least as earlp88.7'RICK'S AND STARS DESIGN"

logo was registered by the United States Patenfaademark Office ("PTO") in 1989. Due to an ovghtj these registrations were canceled
by the PTO for failure of the Company to file auggqd affidavit with the PTO setting forth that tbervice mark was still in use in commerce.
Applications for service mark registration haverbéked to re-register the Company's RICK'S AND SR DESIGN logo service mark with
the PTO. These applications were published for siipm on May 28, 1996 and June 4, 1996. If an sjifom or request for extension of time
to file an opposition is not filed within 30 dayktbe corresponding date of publication, the regigins should issue within about six months
following publication.

Applications for service mark registration for tiempany's RICK'S CABARET service mark have alsoiféded. These applications were
published for opposition on May 28, 1996. If an ogiion or request for extension of time to file@position is not filed within 30 days of
the date of publication, the registrations shosfaie within about six months following publication.

EMPLOYEES AND INDEPENDENT CONTRACTORS

As of June 30, 1996, the Company had approximdt@byfull-time employees, of which 10 are in managetpositions, including corporate
and administrative operations and approximatelyd2sengaged in food and beverage service, ingusiintenders and waitresses. None of
the Company's employees are represented by a antbhthe Company considers its employee relatiobg tgood.

Additionally, the Company has independent contracttationships with over 400 entertainers, whosaié-employed and work with the
Company on a non-exclusive basis as independetraotors.

FACILITIES

The Company leases the premises where Rick's Gabdmeated in Houston, Texas. The cabaret costamaggregate 12,300 square feet,
divided into two separate club areas and execatiekadministrative offices. The main club areattedVIP club area together contain 10,
square feet and seat approximately 300 peopleeXéeutive and administrative offices comprise 1,8@0are feet. In addition, a woman's
apparel boutique leases approximately 300 squateafehe same location. SRD Vending Company,(i&RD"), a Texas Corporation
wholly-owned by

38



Mr. Watters also occupies 120 square feet at theedacation. SRD provides and maintains the cigaretnding machines located at Rick's
Cabaret. See "Certain Transactions."

The Company presently owns a 6,500 square foadibgilin which Tantra is located. The building ingorates separate areas for bar service,
dancing and playing billiards. The building is @ntly leased to Tantra, pursuant to a ten yeaelagseement which expires on August 1,
2004. The lease agreement provides for lease pagroéthe greater of (i) $1,500 per month or (¥ 5f Tantra's gross receipts per month
until such time as the Company has received $2800@ental income.
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MANAGEMENT
EXECUTIVE OFFICERS AND DIRECTORS

The Company's executive officers and directorsaarillows:

NAME AGE POSITION
Robert L. Watters 45 Chairman of the Board, President and Chief Executiv e
Officer
Erich Norton White 26 Director, Vice-President and Secretary
Scott C. Mitchell 42 Director
Martin Sage 45 Director
Robert Gary White 41 Chief Financial Officer

Directors are elected annually and hold officeluhg& next annual meeting of the stockholders ef@ompany or until their successors are
elected and qualified. Officers are elected anguaild serve at the discretion of the Board of Daex There is no family relationship
between or among any of the directors and execofiieers of the Company. The Company has agredu tve Representative to appoint for
a period of three years ending October, 1998, trsgns to the Company's Board of Directors wha stwtlbe affiliated with the Company.

Robert Watters has been a director of the Compiaicg 4986, and has been the sole stockholder aEtimepany since March 1993. Mr.
Watters has been president and chief executiveesftif the Company since 1991. He was also a faunde989 and operator until 1993 of
the Colorado Bar & Grill, an adult cabaret locaitetHouston, Texas and in 1988 performed site Selechegotiated the property purchase
and oversaw the design and permitting for the eglihat became the Cabaret Royale, in Dallas, Té4asNatters practiced law as a
solicitor in London, England and is qualified t@aptice law in New York state. Mr. Watters workedhe international tax group of the
accounting firm of Touche, Ross & Co. (now succedale Deloitte & Touche) from 1979 to 1983 and wagaged in the private practice of
law in Houston, Texas from 1983 to 1986, when heabwe involved in the full-time management of therpany. Mr. Watters graduated
from the London School of Economics and Politicaie8ce, University of London, in 1973 with a Baaredf Laws (Honours) degree and in
1975 with a Master of Laws degree from Osgoode Halt School, York University.

Erich Norton White, vice president and secretary $erved as a director of the Company since JAB5.1Mr. White joined the Company in
January, 1993 as a night manager and from May, LfifilbBNovember, 1995 was its General Manager. F@gtober, 1989, until joining the
Company in 1993, Mr. White worked in the hospitalitdustry for the Bennigan's restaurant chain. White completed the Bennigan's
Restaurant Management Training Program in 1992.

Scott C. Mitchell has served as a director of thenGany since December, 1994. Mr. Mitchell has leeeartified public accountant in private
practice since 1976 and has been a principal afisfirm since 1981. Mr. Mitchell's current firmitdhell & Cavallo, P.C. serves
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a wide range of business and individual clients. Mitchell has been licensed since 1980 to pradéieein the State of Texas and since 1986
has been admitted to practice before the Tax Giuhe United States. Further, Mr. Mitchell hasheppointed by various District Courts as
a receiver and special master of business entitidsr court jurisdiction. Mr. Mitchell was appoidta Receiver of the Company in
September, 1989 with limited authority to overseé geview the receipt and disbursement of revenfiee Company. Mr. Mitchell,
however, had no authority over the managementeoCitbmpany. The receivership was terminated in Mare83.

Martin Sage has served as a director of the Compiguee July, 1995. Mr. Sage is the founder andctbreof Sage Productions, Inc., which is
involved in the development of applying advancedneng theory to business. The Sage Learning Me#imadbles individuals to build
innovative approaches to management, leadershipeand building. The Sage Learning Method worksreate dynamic relationships which
motivate and create synergy between individualstaadusinesses where they work. For the past A&yMr. Sage has served as a
consultant to businesses throughout the Uniteg$Stainging his innovative approach to businessday organizations and corporations.

Robert Gary White, Chief Financial Officer, has h&éth the Company since February, 1996. A CPAmdtate of Texas since 1979, Mr.
White was previously an audit manager with Jack&®thodes, P.C., an accounting firm located in BallBexas, from 1994 to 1996, where
he was responsible for the Rick's Cabaret Intenatj Inc. engagement. He has additional experigno®naging his own accounting
practice and consulting with entertainment companidiich he did from 1992 to 1994. Additionallyprin 1989 through 1991, Mr. White was
an officer of International Broadcast Systems, LadNASDAQ listed entertainment company, becomiwuiirector in 1990. Prior thereto, he
was with Deloitte Touche L.L.P. (formerly TouchedR& Co.) for twelve and one half years. He is @71§raduate of the University of Te»
at Austin with a B.B.A. in accounting.

LIMITATION ON DIRECTORS' LIABILITY; INDEMNIFICATION

Texas law authorizes corporations to limit or eliate the personal liability of directors to corganas and their stockholders for monetary
damages for breach of directors' fiduciary dutgarfe. The Articles of the Company limit the liatyilof directors of the Company (in their
capacity as directors but not in their capacitpfiisers) to the Company or its stockholders toftiikest extent permitted by Texas law.
Specifically, directors of the Company will not personally liable for monetary damages for bredchdirector's fiduciary duty as a direct
except for liability (i) for any breach of the diter's duty of loyalty to the Corporation or iteatholders, (ii) for acts or omissions not in g
faith or which involve intentional misconduct okaowing violation of law, (iii) under Article 2.4dnder the Texas Business Corporation Act
("TBCA"), or (iv) for any transactions from whiche director derived an improper personal benefigtiver or not the benefit resulted from
an action taken in the person's official capacity.

Section 2.41 of the TBCA relates to directors'iliabfor unlawful dividends and stock issuances.

The inclusion of this provision in the Articles mhgve the effect of reducing the likelihood of dative litigation against directors, and may
discourage or deter stockholders or managementlfirimging a lawsuit against directors for breachhefir duty of care, even though such an
action, if successful, might otherwise have beadfthe Company and its stockholders.
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The Company's Articles provide for the indemnifioatof its executive officers and directors, and #ulvancement to them of expenses in
connection with any proceedings and claims, tduHest extent permitted by the TBCA law. The Algis include related provisions meant to
facilitate the indemnitees' receipt of such besefihese provisions cover, among other thingspgification of the method of determining
entitlement to indemnification and the selectionnafependent counsel that will in some cases makle determination, (ii) specification of
certain time periods by which certain paymentsaiedninations must be made and actions must be,take (iii) the establishment of cert
presumptions in favor of an indemnitee. Insofaindemnification for liabilities arising under thecAmay be permitted to directors, officers
persons controlling the Company pursuant to thegoing provisions, the Company has been informat] ith the opinion of the SEC, such
indemnification is against public policy as expezb the Act and is therefore unenforceable.

KEY MAN INSURANCE

The Company has obtained "key man" insurance oliféhef Robert L. Watters in the amount of $3,0). The loss, incapacity or
unavailability of Mr. Watters at the present timdrothe foreseeable future, before a qualifiedaegment is found, could have a material,
adverse effect on the Company's operations. Sesk FRictors--Dependence on and Availability of Maragnt; Management of Growth."
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EXECUTIVE COMPENSATION

The following table reflects all forms of compensatfor services to the Company for the fiscal geamded September 30, 1995, 1994 and
1993 of the chief executive officer of the CompaNyp. executive officer (other than the chief exegitfficer) of the Company received
compensation which exceeded $100,000 during 1995.

SUMMARY COMPENSATION TABLE

LONG-TERM
ANNUAL COMPENSATION COMPENSATION
-- - ALL
RESTRICTED STOCK OTHER
STOCK OPTIO NS COMPEN-
NAME & PRINCIPAL POSITION YEAR SA LARY BONUS OTHER(1) AWARDS (SHARE S) SATION
Robert L. Watters
Chief Executive Officer 1995 $29 8,000 -O- -0- -0- -0 - -0-
1994 $38 2,970 -0- -0- -0- -0 - -0-
1993 $51 4,125 -0- -0- -0- -0 - -0-

(1) The Company provides Mr. Watters certain pessbenefits. Since the value of such benefits dat¢®xceed the lesser of $50,000 or :
of annual compensation, the amounts are omitted.

DIRECTOR COMPENSATION

The Company does not currently pay any cash dirgdes, but it pays the expenses of its diredtoastending board meetings. Scott C.
Mitchell, Martin Sage and Erich N. White, directafsthe Company were granted stock options on @ct@R, 1995 for services provided to
the Company as directors. Messrs. Mitchell, SageVithite were each granted 5,000 stock optiongtalh exercise price of $3.00 per share
until January, 2005. The options are exercisablg amto one-fourth of the total number of shamgeced by each grant of options during
each 12-month period commencing 12 months aftegtaet date.

EMPLOYEE STOCK OPTION PLAN

While the Company has been successful in attraetimgretaining qualified personnel, the Companiebeb that its future success will
depend in part on its continued ability to attraed retain highly qualified personnel. The Comppays wages and salaries which it believes
are competitive. The Company also believes thaityqwnership is an important factor in its ability attract and retain skilled personnel,

in 1995 adopted a Stock Option Plan (the "Planefoployees and directors.

The purpose of the Plan is to further the inteoéshe Company, its subsidiaries and its stockhslthy providing incentives in the form of
stock options to key employees and directors whitritute materially to the success and profitapitif the Company. The grants will
recognize and reward outstanding individual perfamoes and contributions and will give such persopsoprietary interest in the Company,
thus enhancing their personal interest in the Caryipaontinued success and progress. This Plaralsdl assist the Company and its
subsidiaries in
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attracting and retaining key employees and dirscfbine options granted under this Plan may berditioentive Stock Options, as that tern
defined in Section 422A of the Internal Revenue €0tl1986, as amended, or nonstatutory optiongitarder Section 83 of the Internal
Revenue Code of 1986, as amended. The Plan is estienéd by the Board of Directors or by a Compeaasafommittee of the Board of
Directors. The Board of Directors has the exclugigerer to select the participants in the Planstaldish the terms of the options granted to
each participant, provided that all options grarsiedll be granted at an exercise price equal lerat 85% of the fair market value of the
Common Stock covered by the option on the grard datl to make all determinations necessary or alolesinder the Plan. A total of
300,000 shares may be optioned and sold underdh®@ny's Stock Option Plan. As of June 30, 1996,d0D stock options had been
granted under the Plan, none of which have beercicre.

EMPLOYMENT AGREEMENT

The Company presently has a three year employngeeement with Robert L. Watters (the "Agreemerd"$érve as its President and Chief
Executive Officer. The Agreement, which extendstigh December 31, 1997, provides for an annual $alsey of $300,000. The Agreem
also allows for an annual bonus, in the discretibthe Board of Directors (excluding Mr. Wattersased upon the financial performance,
including evaluation of the income and earningthefCompany during the year. The Agreement alseighes for participation in all benefit
plans maintained by the Company for salaried engadeyMr. Watters' Agreement contains a confidatytiptovision and an agreement by
Mr. Watters not to compete with the Company upa@nekpiration of the Agreement. The Company hasstatblished, nor does it provide
for, long-term incentive plans or defined benefitotuarial plans.

CERTAIN TRANSACTIONS

Prior to the Company's reorganization, the Compasy privately-held company engaged in certaiimkas transactions with Mr. Watters,
its sole stockholder. These transactions are destielow. The Board of Directors of the Company d@opted a policy that Company aff.
will be conducted in all respects by standardsiapble to publicly-held corporations and that th@@any will not enter into any future
transactions and/or loans between the Companytaundficers, directors and 5% shareholders unlessdrms are no less favorable than ¢
be obtained from independent, third parties antiheilapproved by a majority of the independenintisested directors of the Company. In
the Company's view, all of the transactions desckibelow involving the Company meet this standard.

The Company was organized in 1994 to acquire ahefoutstanding common stock of Trumps, Inc.("Tpsth), a Texas corporation formed
in 1982, from Robert L. Watters, its sole stockleoldrhe Company issued to Mr. Watters 1,750,00@eshaf its common stock in exchange
for the common stock of Trumps. This exchange, Winésulted in Trumps becoming a wholly owned subsydof the Company, was
consummated in February 1995. The transaction waseaxd as part of a corporate reorganization,dkalr of which was to create the
Company as a holding company for Trumps.
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In August, 1995, the Board of Directors of the Camp authorized the acquisition from Mr. Wattersalbiof the capital stock of Tantric
Enterprises, Inc., Tantra Dance, Inc., and TandrkiRg, Inc. (collectively "Tantra"). The Comparsgiied to Mr. Watters 50,000 shares of its
common stock in exchange for the stock of Tanthe @xchange was consummated in September, 1999.arttiea companies own and
operate Tantra, a non-sexually oriented discothagaebilliard club in Houston, Texas. The Boardakctors determined that the
combination of the business operations of Tantchthe Company will create a synergy which will emtethe profitability of both
businesses. Moreover, the diversification of thenfany's operations into the business of Tantratisipated to enhance the public image of
the Company. The Board of Directors has receivedpamion of an independent third-party appraiseat the terms of the transaction are fair
and reasonable to the Company and are at leaavasble to the Company as would be the case betweelated parties. Mr. Watters had
no cost basis in the stock of Tantra.

In 1986, the Company entered into a lease agreewitnZu Corporation, a Texas corporation ("Zu9r the land and building where Rick's
Cabaret is located. In 1991, Mr. Watters exercaedption to purchase all of the outstanding shafesapital stock of Zu. The seller,
however, contested the validity of the exercisthisf option and Mr. Watters initiated litigatione&"Risk Factors--Existing Litigation;
Possible Material Adverse Effects" and "Businessightion."

The lease agreement provided for lease paymentd exthe greater of $10,000 per month or 8% ofgreceipts per month. The lease was
amended in September, 1989, to reduce the morehtyte the greater of $10,000 or 5% of the grossipts. The lease payments to Zu for
1994 and 1995 were $224,996 and $175,652, respctivhe lease expired in February, 1996 and Truexgscised its option to renew the
lease for an additional term of 10 years. The I@ageides that the Company is obligated to payafor maintenance to the premises, to
maintain adequate insurance on the building anhyoall utilities and taxes.

As of September 30, 1993, SRD Vending Company,(l&RD"), a company wholly-owned by Robert L. Wedtehad advanced the
Company $60,501. This amount was increased dune@bmpany's 1994 fiscal year to $69,722. Duringevuber, 1994, the Company
converted these advances, which were demand dbligadf the Company, to a promissory note bearntgyést at the rate of 9% per annum
in favor of SRD in the amount of $69,722. The batanutstanding at September 30, 1995, was $46]2i€&9promissory note was due on
November 30, 1995, at which time it was paid in.1

SRD has provided and maintained the cigarette wegnaliachines at Rick's Cabaret since 1986. SRD&ntms are generated from the sale of
cigarettes from vending machines located at Ricklsaret. SRD is responsible

(i) to service the vending machines to ensurettiet are in good working order and (ii) to maintaimadequate supply of cigarettes in the
vending machines. The Company has agreed with SRCany revenues received from the vending macliftes December 31, 1994 will |
split equally between the Company and SRD. Duri@@fland 1995, SRD received less than $25,000 @erfy@n the vending machines.

During 1995 and 1994, the Company paid $16,560628¢172, respectively for accounting services twaating firms in which Mr.
Mitchell, a director of the Company, was a printipa
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PRINCIPAL STOCKHOLDERS

The following table sets forth certain informatias of June 30, 1996, with respect to the benefisiadership of shares of Common Stock by
(i) each person who owns beneficially more thand%he outstanding shares of Common Stock, (iihedicector of the Company, (iii) each
executive officer of the Company and (iv) all exiel officers and directors of the Company as aigro

PERCENTAGE OF
OUTSTANDING

NUMBER OF SHARES SHARES OF COMMON S TOCK
NAME AND ADDRESS OF BENEFICIALLY BEFORE A FTER
BENEFICIAL OWNER(1) OWNED OFFERING OFF ERING
Robert L. Watters
3113 Bering
Houston, Texas 77057 1,800,000 49% 37.25%
Erich Norton White
3113 Bering
Houston, Texas 77057 13,425(2) 43% .33%
Scott C. Mitchell
820 Gessner
Suite 1380
Houston, Texas 77024 10,000(3) 27% .20%
Martin Sage
100 Congress Ave., Ste. 2100
Austin, Texas 78701 -0-(3) 0% 0%
Robert Gary White
3113 Bering
Houston, Texas 77057 -0-(4) 0% 0%
All directors and officers as a
group (5) persons 1,823,425 49.70% 37.78%

(1) Messrs. Watters, White and Mitchell have saléng and investment power with respect to theeshahown as beneficially owned by
them.

(2) Includes options to purchase 12,500 shares axercise price of $3.00 per share, which aregpthsexercisable; and does not include
options to purchase an additional 17,500 sharas akercise price of $3.00 per share, none of wiiilbecome exercisable within the next
60 days.

(3) Does not include options to purchase 5,000esharone of which will become exercisable withia tiext 60 days.

(4) Does not include options to purchase 25,000eshat an exercise price of $4 3/4 per share, obnéich are exercisable within the next
days.
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DESCRIPTION OF SECURITIES

The authorized capital stock of the Company coagistl5,000,000 shares of Common Stock, $.01 gdaeyand 1,000,000 shares of
preferred stock $.10 par value ("Preferred Stook¥)of the date of this Prospectus, the Companyhgsanding 3,723,333 shares of
Common Stock and there are no shares of Prefetostt Sutstanding.

The following summary description of the securitiéshe Company is qualified in its entirety byarfnce to the Articles of Incorporation
("Articles") of the Company, a copy of which isefil as an exhibit to the Registration Statementhd€hvthis Prospectus is a part. See
"Additional Information."

COMMON STOCK

The holders of Common Stock are entitled to one petr share with respect to all matters requirethto be submitted to stockholders of
the Company. The holders of Common Stock havedleeright to vote, except as otherwise providedavy or by the Company's Articles of
Incorporation, including provisions governing amgférred Stock. The Common Stock does not haveeamulative voting, preemptive,
subscription or conversion rights. Election of dites and other general stockholder action requiresffirmative vote of a majority of sha
represented at a meeting in which a quorum is seppted. The outstanding shares of Common Stoclkaadethe shares of Common Stock
offered hereby will be, upon payment therefor agemplated herein, validly issued, fully paid arhrassessable.

Subject to the rights of any outstanding shard®referred Stock, the holders of Common Stock atilexhto receive dividends when, as and
if declared by the Board of Directors out of furkelgally available therefor. In the event of liquida, dissolution or winding up of the affairs
of the Company, the holders of Common Stock argleto share ratably in all assets remaining lalzée for distribution to them after
payment or provision for all liabilities and anyefgrential liquidation rights of any Preferred $tdlgen outstanding.

PUBLIC WARRANTS

General. The 920,000 Warrants offered and soldhéyCompany during the IPO were issued in registined pursuant to the terms of a
warrant agreement ("Warrant Agreement") dated GatdR, 1995, between the Company and American Stoanksfer and Trust Company,
as warrant agent ("Warrant Agent"). The followitgtements and summaries of certain provisions@Marrant Agreement are subject to
more detailed provisions of the Warrant Agreemeopies of which may be examined at the principite$ of the Warrant Agent and a cc
of which is filed as an exhibit to the Registrat®tatement of which this Prospectus forms a part.

Rights to Purchase Shares of Common Stock. Eachawiagntitles the registered holder to purchase fitte Company one share of Comn
Stock at an exercise price of $3.00 per share duhe three-year period commencing on October 9251
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Exercise. Each holder of the Warrant may exeraisé $Varrant by surrendering the certificate evidegmsuch Warrant, with the form of
election to purchase on the reverse side of sudificate properly completed and executed, togethigr payment of the exercise price to the
Warrant Agent. No Warrants may be exercised urdéefise time of exercise there is a current progpecdvering the shares of Common
Stock issuable upon the exercise of such Warrardenan effective registration statement. The Cam&required either to maintain the
effectiveness of this Registration Statement diléca new registration statement with respechi €ommon Stock underlying the Warrants
prior to the exercise or redemption of the Warrafte Company has agreed to use its best effottavte a current registration statement in
effect with respect to the Common Stock underlyheyWarrants at any time when the holders therenf exercise their Warrants. While it
the Company's intention to do so, there can bessorance that it will be able to do so.

The exercise price shall be payable in cash orebtjfied or official bank check payable to the Canp. Subject to certain limited exceptions,
no adjustment as to any dividends with respedtésshares of Common Stock of the Company will bdengon any exercise of Warrants. If
less than all of the Warrants evidenced by a wawaeriificate are exercised, a new certificate Wélissued for the remaining number of
Warrants. Certificates evidencing the Warrants tmagxchanged for new certificates of different deimations by presenting the Warrant
certificate at the office of the Warrant Agent.

Adjustments. The exercise price and the numbeharfes of Common Stock purchasable upon exerciaayofVarrants and the number of
Warrants are subject to adjustment upon the ocaceref certain events, including stock dividends|assifications, reorganizations,
consolidations, mergers and certain issuanceseatahptions of Common Stock and securities conVeritilto or exchangeable for Common
Stock. No adjustment in the exercise price wilkéguired to be made with respect to the Warranti$ eurmulative adjustments amount to
$.05. In the event of any capital reorganizati@rain reclassification of the Common Stock, anysmdidation or merger involving the
Company (other than a consolidation or merger whimds not result in any reclassification or chaing@e outstanding shares of Common
Stock), or sale of the properties and assets oftmpany, as, or substantially as, an entiretyntoadher corporation, Warrants would
thereupon become exercisable only for the numbehafes of stock or other securities, assets trtoashich a holder of the number of
shares of Common Stock of the Company purchasabtbé time of such reorganization, reclassifiagtimnsolidation, merger or sale) upon
exercise of such Warrants would have been entifieh such reorganization, reclassification, codsoion, merger or sale.

Other Rights. In the event of an adjustment inrthmber of shares of Common Stock issuable uporciesecof the Warrants, the Company
will not be required to issue fractional share€ofmmon Stock upon exercise of the Warrants. Indigfuactional shares of Common Stock,
there will be paid to the holder of the Warrantthattime of such exercise an amount in cash dquhk same fraction of the closing bid pi
of the Common Stock on the last trading day paathe exercise date.

Warrant holders do not have voting or any othdntagf stockholders of the Company and are notledtio dividends.
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Redemption of Warrants. If the closing price of @@mmon Stock shall have equalled or exceeded $&08hare for a period of 30
consecutive trading days at any time, the Compaay medeem the Warrants by paying holders $.05 pmraMt; provided that such notice is
mailed not later than 10 days after the end of qg&rfod and prescribes a redemption date at I€agdags thereafter. Warrant holders will be
entitled to exercise Warrants at any time up tobtiiginess day next preceding the redemption dag Warrants are not redeemable by the
Company prior to the first anniversary of the efffex date of this Prospectus without the prior teritconsent of the Representative.

Modification of the Warrant Agreement. The WarrAgreement contains provisions permitting the Conypeamd the Warrant Agent, without
the consent of the Warrant holders, to supplemeat@nd the Warrant Agreement in order to cureaamliguity, and to correct or
supplement any provisions contained therein whiely tve to cure any ambiguity, and to correct or famppnt any provision contained thel
which may be defective or inconsistent with anyeothrovision therein, or to make any other provisioregard to matters or questions
arising thereunder which the Company and the Warkgent may deem necessary or desirable and wlueb dot adversely affect the
interests of the Warrant holders.

PREFERRED STOCK

The Board of Directors is authorized, without actity the holders of the Common Stock, to providetie issuance of the Preferred Stock in
one or more series, to establish the number oksharbe included in each series and to fix thegdations, powers, preferences and rights of
the shares of each such series and the qualificatiinitations or restrictions thereof. This indés, among other things, voting rights,
conversion privileges, dividend rates, redemptights, sinking fund provisions and liquidation riglwhich shall be superior to the Common
Stock. The Company will not issue shares of PreteBtock which are convertible into shares of Comi@tock at a price less than the then
current market price of the Common Stock. The issaaf one or more series of the Preferred Stoaldcadversely affect the voting power
of the holders of the Common Stock and could hheestfect of discouraging or making more difficalty attempt by a person or a group to
attain control of the Company. The Company hasraegnt plans to issue any additional shares oéResf Stock.

REPRESENTATIVE'S WARRANTS

At the closing of the Company's IPO, the Compasyesl to Barron Chase Securities, Inc. (the "Reptatiee"), Representative's Warrant:
purchase 160,000 shares of Common Stock at anigxgmice of $4.35 per share, exercisable for @ ywar period ending October 12, 2000,
and issued to the Representative 80,000 UnderWiagants to purchase one share of Common Stoak exxercise price of $4.35 per share
for a three year period ending October 12, 1998.

The Representative's Warrants contain provisioosgiging for appropriate adjustment in the evenaisy merger, consolidation,
recapitalization, reclassification, stock dividesthck split or similar transaction. The Represtves Warrants contain net issuance
provisions permitting the holder thereof to elecekercise the Representative's Warrants in whale art and instruct the Company to
withhold from the shares issuable upon exercisgnaber of shares, valued at the current fair maréikete on the date of exercise, to pay the
exercise price. Such net exercise
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provision has the effect of requiring the Compamissue shares of Common Stock without a corregpgndcrease in capital. A net exercise
of the Representative's Warrants will have the sditnéve effect on the interests of the Comparsgtekholders as will a cash exercise. The
Representative's Warrants do not entitle the Reptative to any rights as a stockholder of the Caamypuntil such Representative's Warrants
are exercised and the Representative's Sharesiatgaged thereunder.

TRANSFER AGENT AND REGISTRAR; WARRANT AGENT

The transfer agent and registrar for the Commonksand the Warrant Agent for the Warrants will beékican Stock Transfer and Trust
Company. Its address is 40 Wall Street, New YomrywN ork 10005.

PLAN OF DISTRIBUTION

The 920,000 shares of Common Stock issuable uparise of the Warrants, are being offered herebghbyCompany and are distributable
when and as such Warrants are exercised by theaWdrolders. No underwriters are employed with eespo the exercise of any of the
Warrants, nor will the Company pay any fees upeir thxercise. The Company will receive the exerpisee upon exercise of the aforesaid
Warrants as proceeds.

The Company has been informed that each of theetolof the Representative's Warrants and Underdagants (the "Holders") has a
direct or indirect business relationship with Bar@hase Securities, Inc., the underwriter of then@any's IPO. To the best of the Company's
knowledge, there is no other material relationdig@fween any of the Holders and the Company.

The 240,000 shares of Common Stock issuable umoaxércise of the outstanding Representative Wiareard Underlying Warrants will be
offered for sale by the Holders from time to timetie public marketplace or otherwise. The Holdeesnot restricted as to the prices at wl
they may sell their shares and sales of such shatess than the market price may depress theanparice of the Common Stock. It is
anticipated that none of the securities offeredhgyHolders are being offered through underwriterd no arrangements have been made with
any outside broker, dealer or underwriter for #gate of such securities, all of which may be effefior sale from time to time through the
NASDAQ system or otherwise. The Holders currenitgind to publicly offer and sell the securities erying the Representative's Warra
and Underlying Warrants through customary brokedgmnels either through broker-dealers actingyasta or brokers for the seller, or
through broker-dealers acting as principals, whg than resell the shares in the over-the-counteketgor in a private sale in the over-the-
counter market or otherwise, at negotiated prices prevailing market prices at the time of thiesaor by a combination of such methods.
Thus, the period for sale of such securities byHbklers may occur over an extended period of tifte Company will receive the exercise
price upon exercise of the Representative's Warramd Underlying Warrants, but will not receive angceeds from the sale of such
securities after exercise.
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SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this Offering, assuming the eis® of the Warrants, the Representative's Waremdghe Underlying Warrants, the
Company will have outstanding 4,883,333 sharesamfiion Stock, of which 3,083,333 shares will beljréadeable without restriction or
further registration under the Securities Act, gtder any shares purchased by an "affiliate” @ @ompany (in general, a person who has a
control relationship with the Company).

There are 1,800,000 shares of Common Stock ouisgnahich are owned by Mr. Watters and, which@emed to be "restricted securiti
as that term is defined under Rule 144 of the SéesiAct ("Rule 144"), in that such shares wesied in private transactions not involving a
public offering.

Rule 144 governs resales of "restricted securifi@sthe account of any person (other than an i3saed restricted and unrestricted securities
for the account of an "affiliate" of the issuer.sReted securities generally include any secwitiequired directly or indirectly from an issuer
or its affiliates which were not issued or solccannection with a public offering registered untter Securities Act. An affiliate of the issuer
is any person who directly or indirectly contratscontrolled by, or is under common control withe issuer. Affiliates of the Company may
include its directors, executive officers, and passdirectly or indirectly owning 10% or more oétbutstanding Common Stock. Under Rule
144 unregistered resales of restricted Common Stackot be made until it has been held for two y&am the later of its acquisition from
the Company or an affiliate of the Company. Thasrathares of Common Stock may be resold withegistration subject to Rule 144's
volume limitation, aggregation, broker transactinatice filing requirements, and requirements camiog publicly available information
about the Company ("Applicable Requirements"). Rsshy the Company's affiliates of restricted anceatricted Common Stock are subject
to the Applicable Requirements. The volume limdas provide that a person (or persons who museggtg their sales) cannot, within any
three-month period, sell more than the greater) @inle percent of the then outstanding sharedi)dh¢ average weekly reported trading
volume during the four calendar weeks precedindp sach sale. A person who is not deemed an "défliaf the Company and who has
beneficially owned shares for at least three yeansid be entitled to sell such shares under Rudevtithout regard to the Applicable
Requirements.

In addition to the foregoing restrictions on resaflérestricted securities", Mr. Watters has agreetito sell, contract to sell or otherwise
transfer, pledge or dispose of any securities @@bmpany prior to April 12, 1997, without the priaritten consent of the Representative.
After the expiration of such agreement, 1,750,0@0ras of Common Stock held by Mr. Watters will bigikle for sale, subject to the
applicable requirements of Rule 144 and 50,000eshaill be eligible for sale in September, 199hjeat to the applicable requirements of
Rule 144. Further, 1,600,000 shares of the Comntock®wned by Mr. Watters are subject to furthetrietions on their resale and transfer
imposed under an agreement between Mr. Watter& dhgpany, and the Securities Commissioner of Taraer the Texas Securities Act.
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LEGAL MATTERS

Certain legal matters with respect to the securitifered hereby will be passed upon for the ComsnAxelrod, Smith & Kirshbaum,
Houston, Texas.

EXPERTS

The financial statements of Rick's Cabaret Intéonat, Inc. at September 30, 1995 and 1994, appgarithis Prospectus and Registration

Statement have been audited by Jackson & Rhodegsiffd€pendent auditors, as set forth in their refi@reon appearing elsewhere herein
and in the Registration Statement, and are inclileeliance upon such reports, given upon theaiithof such firm as experts in account

and auditing.
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INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholders
Rick's Cabaret International, Inc.

We have audited the accompanying consolidated balsineets of Rick's Cabaret International, Inc.safx$idiaries, as of September 30, 1
and 1994, and the related consolidated statemépfsenations, changes in stockholders' equity ¢it¢fand cash flows for the years then
ended. These financial statements are the resplitgsih the Company's management. Our responsjhidi to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of Rick's Cabaret
International, Inc. and subsidiaries as of SepterBbe1995 and 1994, and the results of their dmrsand their cash flows for the years 1
ended in conformity with generally accepted accimgnprinciples.

Jackson & Rhodes P.C.

Dallas, Texas
November 15, 199



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

SEP TEMBER 30,
MARCH 31,  ------emee- e
1996 1995 1994
(UNAUDITED)
ASSETS
Current assets:
Cash $ 3,838,769 $ 195,112 $ 113,630
Accounts receivable 21,723 - 15,947
Inventories 31,606 31,612 25,291
Prepaid expenses 56,684 51,455 -
Total current assets 3,948,782 278,179 154,868
Property and equipment:
Buildings, land and leasehold improvements 949,090 664,902 378,692
Furniture and equipment 731,597 486,447 358,442
1,680,687 1,151,349 737,134
Less accumulated depreciation (464,537) (408,717 ) (299,347)
1,216,150 742,632 437,787
Other assets:
Deferred offering costs (Note 1) - 389,680 -
Other 61,912 38,967 37,100
$ 5,226,844 $ 1,449,458 $ 629,755
LIABILITI ES AND STOCKHOLDERS' EQUITY (DEFICIT)
Current liabilities:
Current portion of long-term debt (Note 3) $ 117,703 $ 193,139 $ 106,524
Accounts payable - trade (Note 5) 338,542 501,012 337,321
Accrued expenses 169,532 97,753 72,292
Income taxes payable 46,495 227,495 87,176
Total current liabilities 672,272 1,019,399 603,313
Long-term debt, less current portion (Note 3) 151,179 212,833 168,643
Total liabilities 823,451 1,232,232 771,956
Commitments and contingencies (Note 6) - - -
Stockholders' equity (deficit) (Note 1):
Preferred stock - $.10 par, authorized
1,000,000 shares; none issued - - -
Common stock - $.01 par, authorized 15,000,000 s hares;
issued 3,640,000 and 1,800,000 36,400 18,000 18,000
Additional paid in capital 4,251,559 - -
Retained earnings (deficit) 115,434 199,226 (160,201)
Total stockholders' equity (deficit) 4,403,393 217,226 (142,201)
$ 5,226,844 $ 1,449,458 $ 629,755

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

SIX MONTHS ENDED Y EARS ENDED
MARCH 31, S EPTEMBER 30,
1996 1995 1995 1994
(UNAUDITED)
Revenues:
Sales of alcoholic beverages 1,196,006 $ 1,191,293 $ 2,286,15 7 $ 2,381,250
Sales of food 132,729 109,566 213,53 7 196,773
Service revenues 912,330 833,717 1,700,13 3 1,730,653
Other 127,944 149,946 334,87 9 258,617
2,369,009 2,284,522 4,534,70 6 4,567,293
Operating expenses:
Cost of goods sold 435,692 342,835 699,63 0 686,944
Salaries and wages 794,928 629,952 1,271,20 4 1,311,095
Other general and administrative:
Taxes and permits 304,340 279,715 541,21 4 522,179
Charge card fees 37,540 68,145 149,17 6 174,922
Rent 148,200 204,819 294,59 2 326,563
Legal and accounting 39,573 57,335 106,57 1 135,618
Advertising 323,943 156,310 298,04 0 311,159
Other 448,146 373,380 580,60 9 750,796
2,532,362 2,112,491 3,941,03 6 4,219,276
Income (loss) from operations (163,353) 172,031 593,67 0 348,017
Other income (expense)
Interest income 92,943 439 0 0
Interest expense (8,582) (17,101) (40,24 3) (55,976)
84,361 (16,662) (40,24 3) (55,976)
Income (loss) before income taxes (78,992) 155,369 553,42 7 292,041
Income taxes 4,800 60,300 194,00 0 101,000
Net income (loss) $ (83,792) $ 95,069 $ 359,42 7 $ 191,041
Net income (loss) per common share $ (0.02) $ 005 $ 0.2 0 $ 0.11
Weighted average shares outstanding 3,640,000 1,800,000 1,800,00 0 1,800,000

See accompanying notes to consolidated financ#tsients.



RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

NUMBER

SHARE
Balance, October 1, 1993 1,750,
Acquisition of Tantra (Note 1) 50,
Net income -
Balance, September 30, 1994 1,800,
Net income -
Balance, September 30, 1995 1,800,
Sale of Common stock, net of offering

costs of $564,491 1,840,

Net loss -
Balance, March 31, 1996 3,640,

COMMON STOCK

------------------ ADDITIONAL
OF PAID IN RETAINED
S AMOUNT CAPITAL EARNINGS
000 $ 17,500 $ -  $ (351,242
000 500 - -
- - 191,041
000 18,000 - (160,201
- - 359,427
000 18,000 - 199,226
000 18,400 4,251,559 0
- - (83,792

000 $ 36,400 $ 4,251,559 $ 115434

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

SIX MONTHS ENDED Y EARS ENDED
MARCH 31, SE PTEMBER 30,
1996 1995 1995 1994

(UNAUDITED)
Net (loss) income $ (83,792) $ 95,069 $ 3594 27 $ 191,041

Adjustments to reconcile net (loss) income to net
cash (used in) provided by operating activities:

Depreciation 55,820 45,550 110,2 58 72,696
Amortization of deferred interest - - - 48,000
Deferred taxes - - - 84,700
Changes in assets and liabilities:
Accounts receivable (21,723) (13,137) 15,9 a7 (13,675)
Inventories 6 (12,226) 6,3 21) (1,138)
Prepaid expenses and other assets (5,229) - (51,4 55) 10,288
Accounts payable and accrued liabilities (90,691) (74,676) 188,6 52 (186,063)
Income taxes payable (181,000) 20,000 140,3 19 (12,053)
Net cash (used in) provided by operating acti vities (326,609) 60,580 756,8 27 193,796

Cash flows from investing activities:

Additions to property and equipment (529,338) (86,533)  (439,6 09) (131,930)
Retirements of fully depreciated assets - - 25,3 94 -
Increase in other assets (22,945) (1,054) 1,8 67) -
Investment in film - - - (3,400)

Net cash used in investing activities (552,283) (87,587) (416,0 82) (134,930)
Cash flows from financing activities:

Proceeds from the sale of common stock 4,834,450 1,777 - -
Proceeds from borrowing - 161,137 133,5 26 109,221
Payments on long-term debt (137,090) - 3,1 09) (430,136)
Increase in deferred financing costs (174,811) (150,043)  (389,6 80) -

Net cash provided by (used in) financing acti vities 4,522,549 12,871 (259,2 63) (320,915)
Net increase (decrease) in cash 3,643,657 (14,136) 81,4 82 (262,049)
Cash at beginning of period 195,112 113,630 113,6 30 375,679
Cash at end of period $ 3,838,769 $ 99,494 $ 1951 12 $ 113,630

Cash paid during the period for:
Interest $ 8,582 $ 10,505 $ 34,0 83

Income taxes $ 181,000 $ 20,000 $ 53,6 81

Non-cash transaction:
On December 29, 1994, the Company acquired certai n land with a $95,000 note.

See accompanying notes to consolidated financsgistents.
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 1996 AND 1995 AND
SEPTEMBER 30, 1995 AND 1994

1. ORGANIZATION

Rick's Cabaret International, Inc. (the "Comparwas formed in December 1994, to acquire all thetantling common stock of Trumps Inc.
("Trumps"), a company owned 100% by the Compargfs stockholder. The transaction has been accodiotex a reorganization of
Trumps; therefore, the transaction has been gietnactive effect whereby Trumps has been deem#teagporting entity. The
accompanying consolidated financial statementsessmt the financial position and results of operetiof Trumps until December 1994,
except the common stock information and net incpareshare represents that of the Company. The Qoyripgends to raise equity funds in
the public market and has filed a registrationestent with the Securities and Exchange Commis$iate( 7). Rick's Cabaret is a premiere
adult nightclub offering topless entertainment ioudton, Texas.

Effective August 1, 1995, the Company acquired fiafEnterprises, Inc. and two related companiestfBaDance, Inc. and Tantra Parking,
Inc. (collectively, "Tantra") from Mr. Watters (th€ombination") for 50,000 shares of the Compangimimon stock. The Tantra companies
were incorporated on August 1, 1994 but had noaifmers until December 1994. The acquisition has la@eounted for in a manner similar
to the pooling-of-interests method due to Mr. Wdteontrol of the respective companies. Accordintiie Company has presented, in the
accompanying financial statements, the combinaifdhe companies as if the acquisition had occuapszh the inception of Tantra.
Outstanding common shares at September 30, 1995%9are represented by the Company's outstastiargs plus the 50,000 shares
issued for Tantra.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Unaudited Interim Information

The accompanying financial information as of MaBdh 1996 and for the six month periods ended Ma&igHL 996 and 1995 has been
prepared by the Company, without audit, pursuathéaules and regulations of the Securities anthBrge Commission. The financial
statements reflect all adjustments, consistingoofmal recurring accruals, which are, in the opinddimanagement, necessary to fairly present
such information in accordance with generally ate@@ccounting principles.
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Principles of Consolidation

The consolidated financial statements include to®ants of the Company and its subsidiaries andraaas explained in Note 1. All
significant intercompany balances and transactisasliminated in consolidation.

Net Income Per Common Share

Net income per common share is computed by dividieigncome by the weighted average number of stanstanding during the yea
after giving retroactive effect to the reorganiaatiransaction and the Combination (Note 1).

Inventories
Inventories, consisting principally of liquor anabfl products, are stated at the lower of cost aketdfirst-in, first-out method).
Cash Equivalents

For purposes of the statement of cash flows, thegamy considers all highly liquid debt instrumepischased with an original maturity of
three months or less to be cash equivalents.

Property and Equipment

Property and equipment are stated at cost. Cqubplerty renewals and betterments are capitalizests of property maintenance and repairs
are charged against operations as incurred.

Depreciation is computed using the straight-linehroé over the estimated useful lives of the indiaildassets, as follows:

Building and improvements 31 years
Equipment 5-7 years
Leasehold improvements 5-7 years

Revenue Recognition

The Company recognizes all revenues at point-a-gpbn receipt of cash, check or charge sale.imbligdes VIP Room Memberships, since
the memberships are non-refundable and the Contpasno material obligation for future performance.
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED)
Income Taxes

The Company accounts for its income taxes in aesure with Statement of Financial Accounting Stads&fo. 109, which reflects an asset
and liability approach in accounting for incomedaxThe objective of the asset and liability metisotd establish deferred tax assets and
liabilities for the temporary differences betweha financial reporting basis and the tax basi®ief@ompany's assets and liabilities at enactec
tax rates expected to be in effect when such ams@aretrealized or settled.

3. LONG-TERM DEBT

Following is a summary of long-term debt:

MARCH 31 , SEPTEMBER 30,
1996 1995 1994
(UNAUDIT ED)

Notes payable to a bank, due in

monthly installments of

approximately $1,700, including

interest at 9.75%, unsecured $ - $ - $ 24,085

Note payable to a bank, due in

monthly installments of $1,800,

including interest at 10%, matures

October 1996, secured by the

Company's land and building 83,5 72 94,372 106,360

Note payable to a bank, due in

monthly installments of $8,333 plus

interest at 9.25%, secured by the

Company's accounts receivable,

inventory and furniture and

fixtures -- - 75,000

Notes payable to affiliated

companies owned by the Company's

sole stockholder, interest at 9% and

principal due November 30, 1995 -- 46,279 69,722

Note payable to a bank, payable

$10,000 per month plus interest at

the prime rate plus 1%, matures

August 24, 1996, collateralized by

accounts receivable, inventory,

furniture and fixtures of the

Company 50,0 00 110,000 --
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

3. LONG-TERM DEBT (CONTINUED)

(UNAUD
Note payable to a bank, payable $1,000
per month plus interest at the prime
rate plus 1%, matures December 29, 1996,
collateralized by the Company's accounts
receivable, inventory, furniture,
fixtures and equipment and a second lien
on real estate $ 25

Note payable to a bank, payable $1,500
per month plus interest at the prime

rate plus 1%, matures October 28, 1996,
collateralized by the Company's accounts
receivable, inventory, furniture, fixtures
and equipment and a second lien on real
estate 26

9% note payable to individuals, payable
$1,203 per month, including interest,
until maturity on January 15, 2000,
collateralized by a first lien on real

31, SEPTEMBER 30,
6 1995 1994
ITED)

,000 $ 31,000 $ -

estate 84

268
Less current portion (117
Long-term debt $ 151

Substantially all the Company's assets are pletigedcure the above debt.

Following are the maturities of long-term debt:

1996
1997
1998
1999
2000
2001

YEARS ENDING YEA
MARCH 31, SEP

F-10

137 32,930 -
173 91,301 -

882 405972 275,167
,703)  (193,139) (106,524)

179 $ 212,833 $ 168,643

RS ENDING
TEMBER 30,
$193,139
134,607
7,751
8,879
61,596



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

4. INCOME TAXES
Income tax expense consisted of the following:

SIX MONTHS ENDED

MARCH 31,
(UNAUDITED)
1996 1995
Current $ 4,800 $ 60,300
Deferred -- --

$ 4,800 $ 60,300

YEARS ENDED
SEPTEMBER 30,

1995 1994

$194,000 $ 16,300
- 84,700

$194,000 $101,000

Deferred tax expense and the deferred tax asseicim year result from differences in the timinglefluctions of certain tort claims for tax i

financial purposes.

Following is a reconciliation of income taxes at th.S. Federal tax rate to the amounts recordegtlebompany:

SIX MONTHS ENDED

YEARS ENDED

MARCH 31, SEPTEMBER 30,
(UNAUDITED)
1996 1995 1995 1994
Taxes on income before income
taxes at the statutory rate $ 4,800 $ 60,300 $188,200 $ 99,300
Other differences - -- 5,800 1,700
$ 4,800 $ 60,300 $194,000 $101,000

5. RELATED PARTY TRANSACTIONS

The Company leases its nightclub space from a caypnpéose ownership is subject to litigation. Owhgrds claimed by the Company's s
stockholder, Mr. Robert Watters, and by a formem@any stockholder (Note

6). Lease payments are equal to the larger of $0RH@r month or 5% of gross receipts per month.|&ase provides that the Company is

obligated to pay for any maintenance to the presnigemaintain adequate insurance on the buildimgta pay all utilities and taxes. Rental
expense amounted to $175,652 and $224,996 foreiies ynded September 30, 1995 and 1994, respgaivel$119,555 and $138,959 for
the six months ended March 31, 1996 and 1995, ctisply.
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

5. RELATED PARTY TRANSACTIONS (Continued)

As of September 30, 1994, SRD Vending Company,('&RD"), a company wholly-owned by Mr. Wattersdtadvanced the Company
$69,722. During November 1994, the Company condettese advances, which were demand obligatiotteea€ompany, to promissory
notes in favor of SRD in the amount of $69,722. phamissory note, which bears interest at the s&8% per annum, is due in full on
November 30, 1995. The balance outstanding at Beqete30, 1995 was $46,279. The obligations wersesylently paid and at March :
1996 there was no balance outstanding.

SRD has provided and maintained the cigarette wgnaliachines at Rick's Cabaret since 1986. Duri®g 1SRD received less than $25,000
per year from the vending machines. The Compangezgwith SRD that any revenues received from tineling machines after December
31, 1994 will be split equally between the Compang SRD.

During 1995 and 1994, the Company paid $16,55062%172, respectively, for accounting servicest@aecounting firm in which a director
of the Company was a principal. During the six nhergnded March 31, 1996, the Company paid $4,1€@tatasame firm for services.

Included in accounts payable at September 30, 486851994 and March 31, 1996 and 1995, is a $100i80iGty to a former stockholder for
the purchase of treasury stock under terms ofteeseint agreement with the former stockholder.

6. COMMITMENTS AND CONTINGENCIES
Leases
The Company leases the nightclub space from a coynphose ownership is subject to litigation, unems of an operating lease (Note 5).

During February 1996, the Company entered int@addor existing facilities located in New Orlealbsuisiana. The lease is for a period of
thirty nine and one-half years and contains prowisifor percentage rent at the rate of 5% of gsakss.. Future minimum rental payments for
the fiscal year ending September 30, 1996 is $46,0nimum rental payments for the next five years $180,000 per year. Total minimum
rental payments due over the term of the leasecgatg approximately $7,100,000.

Rent expense amounted to approximately $265,0063ahd,000 for the years ended September 30, 199338, and approximately
$134,000 and $188,000 for each of the six montlogerended March 31, 1996 and 1995.
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6. COMMITMENTS AND CONTINGENCIES (CONTINUED)
Employment Agreement

The Company presently has a three year employngeeement with Robert L. Watters ("the Agreemerd"$érve as its President and Chief
Executive Officer. The Agreement, which extendstiygh December 31, 1997, provides for an annual $alsey of $300,000. The Agreem
also allows for an annual bonus, at the discraticthe Board of Directors (excluding Mr. Wattersased upon the financial performance,
including evaluation of income and earnings of @enpany during the year. The Agreement also pravideparticipation in all benefit pla
maintained by the Company for salaried employebs. Agreement contains a confidentiality provisiod an agreement by Mr. Watters not
to compete with the Company upon expiration ofAlgeeement.

Concentration of Credit Risk

The Company invests its cash and certificates pbslié primarily in deposits with major banks. Certdeposits are in excess of federally
insured limits. The Company has not incurred losskded to its cash on deposit with banks.

Litigation

In 1991, Mr. Watters and a former stockholder ef @ompany (the "Plaintiffs") filed suit against &#mer former stockholder of the Company
(the "Defendant"). The suit sought to compel théelddant to convey to the Plaintiffs all of its owslgip interest in two entities, one of whi
Zu Corporation, owns the land where Rick's is ledaind which is leased by the Company. The Defdnjdeed the Company as a party to
the lawsuit, claiming that the Company had breadtxeléase agreement due to the alleged late payofieent for one month. The case was
tried in August, 1992 and judgment was renderddigtrict Court in favor of the Plaintiffs and the@pany. The Defendant has appealed this
decision to the Texas Court of Appeals, and in@inion made in August 1995, the Court of Appealgersed and remanded the decision of
the District Court. Upon a re-hearing of this cake, Court of Appeals, in a opinion rendered Felyrda 1996, from which one of the three
justices dissented, reversed and rendered judgagaimst Mr. Watters and the Company. The Compaeg & motion for r-hearing of the
decision of the Court of Appeals, which was dedadVay 2, 1996. The Company intends to file an Agation for Writ of Error with the
Texas Supreme Court. Based on the reasoning afiskenting opinion to the decision of the CourAppeals, counsel to the Company
believes that there is a likelihood that the Sugré€ourt will grant the Company's Application for ¥\of Error. Counsel has advised the
Company that this appellate process is likely tpune from four to thirty months depending on wlegtthe Texas Supreme Court grants the
Company's Application for Writ of Error. During thiime, the Company anticipates that it will congérto operate in its present location. If
Company is unsuccessful in overturning the decisiaihe Court of Appeals and is unable to succdlgsfenegotiate a new lease, it will be
necessary for the Company to relocate Rick's indttou While the Company believes that it could cate to an equally desirable location
and, and in fact, has recently completed the aitopuisof a tract
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6. COMMITMENTS AND CONTINGENCIES (CONTINUED)
of land in Houston, Texas, upon which to build a/rdacility, such a move could have a material adeempact on the Company.

In 1989, one of the former stockholders of the Canypwas sued over his ownership interest in the @my. Mr. Watters and the Company
were joined in the litigation based on allegatitms they had improperly transferred certain ageetise Company from another corporation
that had previously operated Rick's. In 1992, Surgrdadgment was rendered in favor of the ComparlyMn Watters. Subsequent to an
appeal, the Texas Court of Appeals remanded thetoatke trial court. As of June 1996, the Compamg Mr. Watters mediated this matter
and pursuant to such mediation, entered into Eeseht agreement with the plaintiff. The settlenolvides that the litigation will be
dismissed, with prejudice, as to the Company, Mattéfs and all other entities with which Mr. Wadtés or was associated. The documents
evidencing this settlement are currently being areg by legal counsel. The Company believes, aftesultation with counsel, that the risl
material financial exposure to the Company is remot

A former Company stockholder has sued the CompadyMr. Watters for alleged breaches of an Agreereatdred into in April 1993
among the stockholder, the Company and Mr. Watférs.stockholder alleges that Mr. Watters and tom@any have breached this
Agreement, but does not indicate the manner inlwthics breach has occurred. The Company beliewastthas fully complied with its
obligations under this Agreement. The litigatiofnists initial stages and no trial date has bestnBhe Company believes, after consultation
with counsel, that it has substantial defensekdataims being asserted against it and that sheofi material financial exposure is remote.

The Company has been sued by the relatives ofe@aded car accident victim. This suit alleges thataf the Company's employees
wrongfully caused the death of the accident vicfiime suit alleges that an employee of the Compaytiecome intoxicated at Rick's and
subsequently was involved in an automobile accidenthich the victim was killed. The Company ansegkthe original complaint and den
all of the allegations. The Company recently sdttles litigation making a nominal payment of Iéisan $4,000 to the plaintiffs. The
Company does not, however, carry liquor liabilitgurance against this type of claim.

7. SUBSEQUENT EVENT

In October 13, 1995, the Company successfully ceteglits initial public offering by selling 1,84@@ common shares to the public market.
Funds available to the Company (after deductingeamdting commissions and expenses associatedthétioffering) approximate
$4,400,000 and will be used for capital improveraaatthe existing Houston location, for opening &udalitional locations and for general
corporate working capital purposes.
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RICK'S CABARET INTERNATIONAL, INC.
AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

8. EMPLOYEE STOCK OPTION PLAN

The Company has adopted a Stock Option Plan (tla™Pfor employees and directors. The options ggaminder this Plan may be either
Incentive Stock Options, as that term is define8éction 422A of the Internal Revenue Code of 1@8&mended, or nonstatutory options
taxed under Section 83 of the Internal Revenue ©@6d886, as amended. The Plan is administeretidBbard of Directors or by a
Compensation Committee of the Board of Directorse Board of Directors has the exclusive power tecs¢he participants in the Plan, to
establish the terms of the options granted to pacticipant, provided that all options granted Ehalgranted at an exercise price equal to at
least 85% of the fair market value of the Commarctlksicovered by the option on the grant date andake all determinations necessary or
advisable under the Plan. A total of 300,000 sharayg be optioned and sold under the Company's Sption Plan. As of March 31, 1996,
105,000 options have been granted under the Plan.
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PART Il
INFORMATION REQUIRED IN PROSPECTUS

ITEM 24. INDEMNIFICATION OF DIRECTORS AND OFFICERS

The Articles of Incorporation of the Company ("At&s") provide for indemnification of Directors a@dficers in accordance with the Texas
Business Corporation Act. Article Eight of the Atés provides as follows:

A director of the Corporation shall not be persbniéble to the Corporation or its stockholders feonetary damages for breach of fiduciary
duty as a director, except for liability (i) forybreach of the director's duty of loyalty to ther@oration or its stockholders, (ii) for acts or
omissions not in good faith or which involve intental misconduct or a knowing violation of the law,for which the person is found liable
to the Corporation, (iii) under Article 2.41 of thexas Business Corporation Act, or

(iv) for any transaction from which the directorided an improper personal benefit, whether orthetbenefit resulted from an action taken
in the person's official capacity.

Article Nine of the Articles provides as follows:

Section 9.1 The Corporation shall indemnify anysparwho was or is a party or is threatened to badenaaparty to any threatened, pending
completed action, suit or proceeding, whether corilminal, administrative, or investigative (otitean an action by or in the right of the
Corporation) by reason of the fact that he is o walirector, officer employee or agent of the ooaion, partnership, joint venture, trust or
other enterprise, against expenses (includingragy® fees), judgments, fines and amounts paidtitement, actually and reasonably incul
by him in connection with such action, suit or greding, if he acted in good faith and in a manrergasonably believed to be in or not
opposed to the best interests of the Corporatiaah, &ith respect to any criminal action or procegghad no reasonable cause to believe his
conduct was unlawful. The termination of any actisunt, or proceeding by judgment, order, settleineanviction or upon a plea of nolo
contendere or its equivalent, shall not, of itselgate a presumption that the person did nonagbod faith and in a manner which he
reasonably believed to be in or not opposed td#st interest of the Corporation and with respeetrty criminal action or proceeding, had
reasonable cause to believe that his conduct wasvui.

Section 9.2 The Corporation shall indemnify anysparwho was or is a party or is threatened to baenaaparty to any threatened, pending or
completed action or suit by or in the right of therporation to procure a judgment in its favor bggon of the fact that he is or was a director,
officer, employee or agent of the Corporation,sooii was serving at the request of the Corporatsoa director, officer, employee or agent of
another corporation, partnership, joint ventunestiior other enterprise against expenses (incluglitagneys' fees) actually and reasonably
incurred by him in connection with the defenseeaitlsment of such action or suit if he acted indjéaith and in a manner he reasonably
believed to be in or not opposed to the best
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interests of the Corporation and except that nenmuification shall be made in respect of any clagsue, or matter as to which such person
shall have been adjudged to be liable to the Catfmor unless and only to the extent that the dounthich such action or suit was brought
shall determine upon application that, despiteattijedication of liability but in view of all the iumstances of the case, such person is fairly
and reasonably entitled to indemnity for such espserwhich such court shall deem proper.

Section 9.3 To the extent that a director, offieenployee or agent of the Corporation has beeresstd on the merits or otherwise in
defense of any action, suit or proceeding refetodd Sections 9.1 and 9.2., or in defense of daiyr; issue or matter therein, he shall be
indemnified against expenses (including attornfees) actually and reasonably incurred by him innaztion therewith.

Section 9.4 Any indemnification under Sections&ndl 9.2 of this Article Nine (unless ordered byoart) shall be made by the Corporation
only as authorized in the specific case upon araétation that indemnification of the director, io#fr, employee or agent is proper in the
circumstances because he has met the applicabtiasthof conduct set forth in Section 9.1 and Suth determination shall be made (1) by
the Board of Directors by a majority vote of a quarconsisting of directors who were not partiesuoh action, suit or proceeding, or (2) if
such a quorum is not obtainable, or, even if olatalie a quorum of disinterested directors so dirdgtsndependent legal counsel in a written
opinion, or (3) by the shareholders in a vote thatludes the shares held by directors who aregsaii such action, suit or proceeding.

Section 9.5 Expenses incurred in defending a oivdriminal action, suit or proceeding shall bedpay the Corporation in advance of the fi
disposition of such action, suit or proceedingath@rized by the Board of Directors upon receipaofundertaking by or on behalf of the
director, officer, employee or agent of his gooithfaelief that he has met the standard of condacessary for indemnification under
Sections 9.1 and 9.2 and a written undertakingpay such amount if it shall ultimately be detemuithat he is not entitled to be indemnit
by the Corporation as authorized in this Articlen®li

Section 9.6 The indemnification and advancemeseixpEnses provided by, or granted pursuant to, tther paragraphs of this Article Nine
shall not be deemed exclusive of any other rightshich those seeking indemnification or advancaméexpenses may be entitled under
any by-law, agreement, vote of stockholders ontisested directors or otherwise, both as to adtidms official capacity and as to acting in
another capacity while holding such office.
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Section 9.7 The Corporation shall have the powg@utchase and maintain insurance on behalf of anyom who is or was a director, officer,
employee or agent of the Corporation, or is or s&xsing at the request of the Corporation as atdireofficer, employee or agent of another
corporation, partnership, joint venture, trust tivew enterprise against any liability assertedragjdiim and incurred by him in any such
capacity, or arising out of his status as such thdreor not the Corporation would have the powentemnify him against such liability
under the provisions of this Article Nine.

Section 9.8 For the purpose of this Article Nireferences to "the Corporation” shall include, idiadn to the resulting Corporation, any
constituent corporation (including any constituehé constituent) absorbed in a consolidation orgamewhich, if its separate existence had
continued, would have had power and authority tmnify its directors, officers and employees agrdg, so that any person who is or was a
director, officer, employee or agent of such cdustit corporation, or is or was serving at the esjof such constituent corporation as a
director, officer, employee or agent of anothepeooation, partnership, joint venture, trust or otheterprise, shall stand in the same position
under the provisions of this Article Nine with respto the resulting or surviving corporation asamelld have with respect to such constitt
corporation if its separate existence had continued

Section 9.9 For purposes of this Article Nine, refieed to "other enterprises” shall include empddyenefit plans; references to "fines" shall
include any excise taxes assessed on a persomesgjilct to an employee benefit plan; and referetoc&grving at the request of the
Corporation” shall include any service as a direcifficer, employee or agent of the Corporatioriciiimposes duties on, or involves
services by, such director, officer, employee @ragvith respect to an employee benefit plan, atsigipants or beneficiaries; and a person
who acted in good faith and in a manner he readptatieved to be in the interest of the particifsaand beneficiaries of an employee ber
plan shall be deemed to have acted in a manneoppmsed to the best interests of the Corporatiseferred to in this Article Nine.

Section 9.10 The indemnification and advancemeekptnses provided by, or granted pursuant toAttisle Nine shall, unless otherwise
provided when authorized or ratified, continueaa person who has ceased to be a director, gféiogployee or agent and shall inure to the
benefit of the heirs, executors and administrabduch a person.

Section 9.11 The provisions of this Article NinB:gre for the benefit of, and may be enforceddach person entitled to indemnification
hereunder, the same as if set forth in their egtirea written instrument duly executed and defaekby the Corporation and such person; and
(i) constitute a continuing offer to all presenidgfuture persons entitled to indemnification hader. The Corporation, by its filing of these
Articles of Incorporation: (a) acknowledges andeggrthat each person entitled to indemnificaticedngder has relied upon and will contir

to rely upon the provisions of this Article Nineaacepting and serving in any of the capacitie#lieigt such person to indemnification
hereunder; (b) waives reliance upon, and all netafeacceptance of, such provisions by such persons(c) acknowledges and agrees th
present
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or future person entitled to indemnification heréeinshall be prejudiced in such person's righnforee the provisions of this Article Nine in
accordance with their terms by any act or failaradt on the part of the Corporation.

Section 9.12 No amendment, modification, or repé#his Article Nine or any provision hereof shiallany manner terminate, reduce, or
impair the right of any past, present or futuresperentitled to indemnification hereunder to beemdified by the Corporation, nor the
obligation of the Corporation to indemnify any sypgrson, under and in accordance with the provésidrthis Article Nine as in effect
immediately prior to such amendment, modificationrepeal with respect to claims arising from datiag to matters occurring, in whole or
in part, prior to such amendment, modificationrepeal, regardless of when such claims may aribe aisserted.

The foregoing discussion of the Company's Artieled of the Texas Business Corporation Act is neinded to be exhaustive and is quali
in its entirety by such Articles and statutes, essipely.

ITEM 25. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth the estimated expsris be incurred in connection with the distribntof the securities being registered. The
expenses shall be paid by the Registrant.

SEC RegistrationFee .............. ... $0.00
NASDFee ...... ..o 0.00
Nasdaqg Application and Listing Fee ....... .. ... 0.00
Printing and Engraving Expenses ......... ... 3,000.00
Legal Fees and Expenses . ............ ... 6,000.00
Accounting Fees and Expenses  .......... ... 3,000.00
Blue Sky Fees and Expenses . .......... ... 0.00
Transfer AgentFees ............... ... 0.00
Financial Advisory Fees ............. ... 0.00
Non-Accountable Expense Allowance ........  ..... 0.00
Total ... oo $12,000.00

ITEM 26. RECENT SALES OF UNREGISTERED SECURITIES.

On December 9, 1994, the Company issued 1,750/t@@s of Common Stock to Robert L. Watters in emgbdor all of the shares of
outstanding Common Stock of Trump's, Inc., a Texaporation pursuant to Section 351 of the InteRetenue Code, as amended. The
transaction was effected in reliance upon an exiemtom the registration under the Securities #fc1933, as amended (the "Act"),
provided in Section 4(2) thereof. The certificate $hares

-4



of common stock issued to Mr. Watters containegbahd stating that the securities had not beestezgd under the Act in setting forth the
restrictions on their transferability and sale. alerwriter participated in nor did the registrpay any commissions or fees to any
underwriter in connection with this transaction.

In August, 1995, the Board of Directors of the Camp authorized the acquisition from Mr. Watteraliof the capital stock of Tantric

Enterprises, Inc., Tantra Dance, Inc., and TanarkiRg, Inc. (collectively "Tantra") in exchange 0,000 shares of common stock of the
Company pursuant to Section 351 of the InternalRee Code, as amended. The exchange was consunim8egatember, 1995. The

transaction was effective in reliance upon an exempgrom the registration under the Act, providedection 4(2) thereof. The certificate
shares of common stock to be issued to Mr. Wattdrgontain a legend stating that the securitiad hot been registered under the Act in
setting forth the restrictions on their transfeligband sale. No underwriter participated in nall the Registrant pay any commissions or f
to any underwriter in connection with this trangact

Trumps, Inc. has not issued any securities withéngdast three years.

ITEM 27. EXHIBITS

The following exhibits are filed as part of thisgR&ration Statement:

Exhibit No.

Identification of Exhibit

2.1(1)

2.2(2)

3.1(1)
3.2(1)
4.1(3)

4.2(1)

4.3(2)

4.4(2)

5.1(4)

10.1(1)

10.2(1)

10.3(1)

Consent of the Directors of Regist

Consent of the Directors of Regist
of Tantric Enterprises, Inc., Tant
Parking, Inc.

Certificate of Incorporation of th

Bylaws of the Registrant

Common Stock specimen

See Exhibits 3.1 and 3.2 for provi
Incorporation and Bylaws of the Re

holders of common stock of the Reg

Form of Representative's Warrant A
Certificate

Warrant Agreement and Warrant Spec

Opinion of Axelrod, Smith & Kirshb

Letter of Intent between Robert L.
relating to the lease of premises

Street, New Orleans, Louisiana dat

Lease Agreement between Zu Corpora
Inc., as Lessee, dated February 28

Amendment to Lease Agreement betwe
and Trump's, Inc., Lessee, dated S

-5

rant
rant relating to acquisition

ra Dance, Inc. and Tantra

e Registrant

sions of the Articles of
gistrant defining rights of
istrant

greement and Form of Warrant

imen

aum, including Consent
Watters and Edson C. Tung
located at 315-21 Bourbon
ed November 9, 1994

tion as Lessor and Trump's,
, 1986

en Zu Corporation, Lessor
eptember 10, 1989



10.4(1) - Lease Agreement between Trump's, | nc., as Lessor and Tantric

Enterprises, Inc., as Lessee dated December 1, 1994
10.5(1) - Agreement between Trump's, Inc., a nd SRD Vending Company, Inc.
10.6(2) - Form of Financial Advisory Agreeme nt between Barron Chase

Securities, Inc. and Registrant

10.7(2) - Form of Merger and Acquisition Agr eement between Barron Chase
Securities, Inc. and the Registran t

10.8(3) - Employee Stock Option Plan

10.9(1) - Employment Agreement between the R egistrant and Robert L.
Watters

23.1(4) - Consent of Axelrod, Smith & Kirshb aum (included in Exhibit
5.1)

23.2(4) - Consent of Jackson & Rhodes, P.C.

24.1(4) - Power of Attorney with respect to certain signatures in the
Registration Statement (contained on signature page of this

Registration Statement)

(1) Previously filed as an exhibit to the CompatRegyistration Statement on Form SB-2 (No. 33-88372)

(2) Previously filed as an exhibit to Amendment Mldo the Company's Registration Statement on FRBa2 dated August 24, 1995. (No. 33-
88372).

(3) Previously filed as an exhibit to Amendment 8do the Company's Registration Statement on FRBa2 dated September 28, 1995. (No.
33-88372).

(4) Filed herewith.

ITEM 28. UNDERTAKINGS

(a) The undersigned registrant hereby undertakes:

(1) To file, during any period in which offer orlea are being made, a post-effective amendmehigoegistration statement:
i. To include any prospectus required by Sectiofa}{B) of the Securities Act of 1933;

ii. To reflect in the prospectus any facts or esarising after the effective date of the regigtrastatement (or the most recent post-effective
amendment thereof) which, individually or in thegeggate, represent a fundamental change in themiaton set forth in the registration
statement; and

iii. To include any additional or changed matendibrmation with respect to the plan of distributio
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(2) That, for the purpose of determining any lipiinder the Securities Act of 1933, each such-ptfective amendment shall be deemed to
be a new registration statement relating to thersies offered therein, and the offering of suebgities at that time shall be deemed to be
the initial bona fide offering thereof.

(3) To remove from registration by means of a pditetive amendment any of the securities beingsteged which remain unsold at the
termination of the offering.

(4) To provide to the underwriter at the closing@fed in the underwriting agreements certificatesuch denominations and registered in
such names as required by the underwriter to pgumaitpt delivery to each purchaser.

(5) i. That, for the purpose of determining | iability under the
Securities Act of 1933, the informatio n omitted from the
form of prospectus filed as part of th is registration
statement in reliance upon Rule 430A a nd contained in a
form of prospectus filed by the regist rant pursuant to
Rule 424(b)(1) or (4), or 497(h) under the Securities Act
of 1933 shall be deemed to be part of this registration
statement as of the time it was declar ed effective.

ii. That, for the purpose of determining liabiliynder the Securities Act of 1933, each post-effeciimendment that contains a form of
prospectus shall be deemed to be a new registrst@d@ment relating to the securities offered thewnd the offering of such securities at
time shall be deemed to be the initial bona fideraig thereof.

(b) Insofar as indemnification for liabilities ang under the Securities Act of 1933 (the "Act")yntee permitted to directors, officers and
controlling persons of the registrant pursuanhtforegoing provisions, or otherwise, the regitias been advised that in the opinion of
Securities and Exchange Commission such indemtidités against public policy as expressed in tlet ad is, therefore, unenforceable. In
the event that a claim for indemnification agamsth liabilities (other than the payment by thaggnt of expenses incurred or paid by a
director, officer or controlling person of the rsigant in the successful defense of any actiomosyproceeding) is asserted by such director,
officer or controlling person in connection withethecurities being registered, the registrant willess in the opinion of its counsel the me
has been settled by controlling precedent, suldtdourt of appropriate jurisdiction the questidrether such indemnification by it is
against public policy as expressed in the Act aitidoe governed by the final adjudication of sushuie.
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B33, the Registrant certifies that it has reabte grounds to believe that it meets all of
the requirements for filing on Form SB-2 and auithent this Registration Statement to be signedohetalf by the undersigned, thereunto
duly authorized, in the City of Houston, State efkas, on July 11, 1996.

RICK'S CABARET INTERNATIONAL, INC.

By: /sl Robert L. Watters

Robert L. Watters, Chairman of the
Board and Chi ef Executive Oficer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that Rick's Cabakheternational, Inc., and each of its undersignfiders and directors hereby
constitutes and appoints Robert L. Watters its an lawful attorney-in-fact and agent with fullvper of substitution and resubstitution for
his and in his name, place and stead, in any dédcities, to sign all or any amendments (inclgghost-effective amendments) of and
supplements to this Registration Statement on F&iBa2 and to the same; with all exhibits thereta ather documents in connection
therewith, with the Securities and Exchange Comiarisgiranting unto such attorney-in-fact and adethipower and authority to do and
perform each and every act and thing requisitereeeéssary to be done in and about the premisel,itdents and purposes and as fully as
said Corporation itself and each said officer @ectior might or could do in person, hereby ratifyand confirming all that such attorney-in-
fact and agent, or his substitutes, may lawfullyodeause to be done by virtue hereof.
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Pursuant to the requirements of the SecuritiesoAtB33, this Registration Statement has been dige®w by the following persons in the

capacities and on the dates indicated:

Signature Title

Chairman of the Bo
Chief Executive
Robert L. Watters and Director

Director and Execu
Vice President

/s/ Erich Norton White
Erich Norton White
/sl Scott C. Mitchell Director
Scott C. Mitchell
Director
Martin Sage

Chief Financial Of
Principal Accoun

/sl Robert Gary White

Robert Gary White

-9

Date
ard, July 11, 1996
Officer
tive July 11, 1996
July 10, 1996
July __, 1996
ficer and July 11, 1996
ting Officer
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88372).

(3) Previously filed as an exhibit to Amendment I8do the Company's Registration Statement on FRBA2 dated September 28, 1995. (No.

33-88372).

(4) Filed herewith



EXHIBIT 5.1(4)
July 10, 1996

Robert L. Watters, President
Rick's Cabaret International, Inc.
3113 Bering Drive

Houston, Texas 77057

Dear Mr. Watters:

As counsel for Rick's Cabaret International, lacT,exas corporation ("Company"), you have requestedirm to render this opinion in
connection with the registration statement of tloenany on Form SB-2 ("Registration Statement") ulie Securities Act of 1933, as
amended (the "Act"), filed with the Securities d&dthange Commission relating to the registratiothefissuance of up to 1,160,000 shares
of common stock, par value $.01 per share (the ‘@omStock"), consisting of (i) 920,000 shares of@mn Stock underlying 920,000
Redeemable Common Stock Purchase Warrants (ther8Wsi) of the Company, (ii) 160,000 shares of Camr8tock underlying 160,000
Representative's Warrants ("Representative's Wat)eamd (iii) 80,000 shares of Common Stock isseiapon the exercise of the Underly
Warrants ("Underlying Warrants"). The Warrants, Resgntative's Warrants and the Underlying Warrargseferred to collectively herein as
"Warrants."

We are familiar with the Registration Statement tredregistration contemplated thereby. In givinig bpinion, we have reviewed the
Registration Statement and such other documentseatiticates of public officials and of officer$ the Company with respect to the
accuracy of the factual matters contained therewehave felt necessary or appropriate in ordegrider the opinions expressed herein. In
making our examination, we have assumed the gemesseof all signatures, the authenticity of allidoents presented to us as originals, the
conformity to original documents of all documentsgented to us as copies thereof, and the authgmiche original documents from which
any such copies were made, which assumptions we mavindependently verifie:



Robert L. Watters
Page 2

July 10, 1996

Based upon the foregoing, we are of the opiniot tha
1. The Company is a corporation duly organizedgdlyakxisting and in good standing under the lafvthe State of Texas.

2. The shares of Common Stock underlying the Wisrembe issued upon exercise of such Warranteadidly authorized and, upon exerc
of the Warrants in accordance with their terms| bel validly issued, fully paid and nonassessable.

We consent to the use in the Registration Stateofahe reference to Axelrod, Smith, & Kirshbaundenthe heading "LEGAL MATTERS

This opinion is conditioned upon the Registratidat&ment being declared effective by the SecuritiekExchange Commission and upon
compliance by the Company with all applicable psas of the Act and such state securities rutggjlations and laws as may be applice

Very truly yours,

Axelrod, Smith & Kirshbaun



EXHIBIT 23.2(4)

The Board of Directors
Rick's Cabaret International, Inc.

We consent to the use of our reports included hexed to the reference to our firm under the heptlixperts" in the Prospectus.

Jackson & Rhodes P.C.

Dallas, Texas

July 15, 199¢



ARTICLE 5

PERIOD TYPE 6 MOS
FISCAL YEAR END SEP 30 199
PERIOD START OCT 01 199
PERIOD END MAR 31 199¢
CASH 3,838,76!
SECURITIES 0
RECEIVABLES 21,72
ALLOWANCES 0
INVENTORY 31,60¢
CURRENT ASSET¢ 3,948,78:
PP&E 1,680,68
DEPRECIATION (464,537
TOTAL ASSETS 5,226,84.
CURRENT LIABILITIES 672,27.
BONDS 0
COMMON 36,40(
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 4,366,99.
TOTAL LIABILITY AND EQUITY 5,226,84.
SALES 2,369,00!
TOTAL REVENUES 2,369,00!
CGS 435,69:
TOTAL COSTS 2,096,67
OTHER EXPENSE¢ 2,096,67!
LOSS PROVISION 0
INTEREST EXPENSE 8,52¢
INCOME PRETAX (78,992
INCOME TAX 4,80(
INCOME CONTINUING (83,792
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (83,792
EPS PRIMARY (0.02;
EPS DILUTED 0
End of Filing
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