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INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLEDIN OR AMENDMENT. A REGISTRATION STATEMENT
RELATING TO THESE SECURITIES HAS BEEN FILED WITH THSECURITIES AND EXCHANGE COMMISSION. THESE
SECURITIES MAY NOT BE SOLD NOR MAY OFFERS TO BUY BECCEPTED PRIOR TO THE TIME THE REGISTRATION
STATEMENT BECOMES EFFECTIVE. THIS PROSPECTUS SHANOT CONSTITUTE AN OFFER TO SELL OR THE
SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BENY SALE OF THESE SECURITIES IN ANY STATE IN WHICH
SUCH OFFER, SOLICITATION OR SALE WOULD BE UNLAWFUPRIOR TO REGISTRATION OR QUALIFICATION UNDER THE
SECURITIES LAWS OF ANY SUCH STATE.

SUBJECT TO COMPLETION, DATED APRIL 3, 1998
RICK'S CABARET INTERNATIONAL, INC.
95,000 SHARES OF COMMON STOCK

This Prospectus relates to the resale of 95,00@sld common stock, par value $0.01 per share'@benmon Stock"), of Rick's Cabaret
International, Inc. (the "Company") which may béoéd and sold from time to time (the "Stockhol8&ares”) by a certain security holder of
the Company (the "Selling Stockholder"). The Sell8tockholder may from time to time sell all or gyortion of the Common Stock in the
over-the-counter market, on any regional or natiseaurities exchange on which the Common Stodiktisd or traded, in negotiated
transactions or otherwise, at prices then prevaiinrelated to the then current market price aregfotiated prices. A current Prospectus must
be in effect at the time of the sale of the shaféSommon Stock to which this Prospectus relatbe. Common Stock may be sold directly or
through broker dealers, or in a distribution by onenore underwriters on a firm commitment or atleéforts basis. The Selling Stockholder
and any brokedealer who participates in the distribution of @@mmon Stock may be deemed to be Underwriters (Bdmdters") within thi
meaning of the Securities Act of 1933, as amentted"@Act"”). Any commission received by any brokeater and any profit on resale of
Common Stock purchased by them may be deemedunderwriting commission under the Act. The Compuaillynot receive any proceeds
upon the sale of the Common Stock offered hereby.

The Company's Common Stock and Warrants are quot¢ide National Association of Securities DealRPsSDAQ Small Cap Market
automated quotation system under the symbol "RI@kd "RICKW", respectively. On March 26, 1998, thstlclosing bid price of the
Company's Common Stock as reported by the Natissciation of Securities Dealer's NASDAQ Small Gégrket was $2.25 per share
bid.

FOR A DISCUSSION OF CERTAIN FACTORS THAT SHOULD BEONSIDERED IN CONNECTION WITH AN INVESTMENT IN
THE COMMON STOCK, SEE THE "RISK FACTORS"
SECTION OF THIS PROSPECTUS BEGINNING ON PAGE 4.

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.

The Date of this Prospectus is April __, 1998



NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATIN OR TO MAKE ANY REPRESENTATIONS It
CONNECTION WITH THIS OFFERING OTHER THAN THOSE COMINED IN THIS PROSPECTUS AND, IF GIVEN OR MADE,
ANY SUCH INFORMATION OR REPRESENTATION MUST NOT BEELIED UPON AS HAVING BEEN AUTHORIZED BY THE
COMPANY OR ANY OTHER PERSON. NEITHER THE DELIVERYFOTHIS PROSPECTUS NOR ANY SALE MADE HEREUNDER
SHALL, UNDER ANY CIRCUMSTANCE, CREATE ANY IMPLICATDN THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS
OF THE COMPANY OR ITS SUBSIDIARIES SINCE THE DATEEREOF. THIS PROSPECTUS DOES NOT CONSTITUTE AN OFF

TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY SEURITIES OTHER THAN THOSE TO WHICH IT RELATES OR AN
OFFER TO ANY PERSON IN ANY STATE WHERE SUCH OFFERONLD BE UNLAWFUL.
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AVAILABLE INFORMATION

The Company is subject to the informational requigats of the Securities Exchange Act of 1934, asraled (the "Exchange Act") and in
accordance therewith files reports, proxy statesant other information with the Commission. Thenpany will provide without charge to
each person who receives a copy of this Prospagpas, written or oral request, a copy of any infation that is incorporated by reference in
this Prospectus (not including exhibits to the infation that is incorporated by reference unles=tthibits are themselves specifically
incorporated by reference). Such request shoulirbeted to Rick's Cabaret International, Inc.efitton of Robert L. Watters, 3113 Bering
Drive, Houston, Texas 77057, tel. (713) 785-0444.

The Company has filed with the Commission a Regjisin Statement on Form S-3 under the Act withees the securities offered by this
Prospectus. This Prospectus does not contain #ileahformation set forth in the Registration 8taent, certain parts of which are omitted in
accordance with the rules and regulations of then@tssion. For further information with respect e tCompany and this offering, reference
is made to the Registration Statement, includirgetkhibits filed therewith, as well as such repgitexy statements and other information
filed with the Commission, which may be inspectathaut charge at the public reference facilitiedntained by the Commission at 450 F
Street, N.W., Washington, D.C. 20549. Copies ohsuaterial may also be obtained from the PubliceRafce Section of the Commission at
450 Fifth Street, N.W., Washington, D.C. 20549 &scribed rates. The Commission maintains a Welogithe Internet that contains
reports, proxy and information statements and dtifermation regarding issuers that file electratlic with the Commission. The address of
the site is http://www.sec.gov. Visitors to theegitay access such information by searching the BRGd#ta base on the site.

DOCUMENTS INCORPORATED BY REFERENCE

The Company hereby incorporates by reference smRhaspectus (i) the Company's Annual Report omFd)-KSB for the fiscal year ended
September 30, 1997; and, (ii) the Company's QugifRaport on Form 10-QSB for the fiscal quarteresh@ecember 31, 1997. All other
reports filed by the Company pursuant to Sectio@)L8r 15(d) of the Exchange Act since Septembed 307, are hereby incorporated herein
by reference.

All documents subsequently filed by the Companyspant to Section

13(a), 13(c), 14, or 15(d) of the Exchange Actoptd the termination of this offering, shall beed®ed to be incorporated by reference into
this Prospectus. Any statement contained in a deatiincorporated or deemed to be incorporated feyerce in this Prospectus shall be
deemed to be modified or superseded for purpostssoProspectus to the extent that a statemenaicta in this Prospectus or any other
subsequently filed document which also is or isntegk to be incorporated by reference modifies diaegs such statement.
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THE COMPANY

The Company was organized in 1994 by Robert L. &/ato acquire all of the outstanding capital stockrumps, Inc. (“Trumps"), a Texas
corporation formed in 1982, from Robert L. Wattéts sole shareholder. Since 1983, Trumps has tgzbRick's Cabaret ("Rick's"), a
premiere adult nightclub offering topless entertaémt in Houston, Texas. Rick's Cabaret, which sgteémarily to businessmen, has
developed a clientele base which includes professso business executives and other individuals twhd to entertain more frequently than
the average person and who tend to have greamsdible income. From its inception, the Comparlyjsative was to provide a first-class
entertainment environment for the business consufteachieve this goal and reach its target mafkiek's created an attractive, yet discreet
environment, complimented by a first-class bar mastiaurant operation conducive to attracting bssimen and out-of-town convention
clientele.

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 non-sexu@digted discotheque and billiard club
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 locatid3l&tBourbon Street, New Orleans, Louisiana.

In December 1996, the Company acquired the landailding at its primary Houston, Texas locatiorconnection with the settlement of
certain litigation, thereby allowing the Companyrémnain at the location.

In January 1997, the Company formed RCI Entertaimr{idinnesota), Inc., a Minnesota corporation,tfe purpose of acquiring,
administering, operating and managing its new loaah Minneapolis, Minnesota. The acquisition loé tMinneapolis facility was completed
in December 1997. The Company recently opened ii&&polis cabaret.

RISK FACTORS

THE COMMON STOCK OFFERED HEREBY IS SPECULATIVE ANIDNVOLVES A HIGH DEGREE OF RISK. IN ADDITION TO THI
OTHER INFORMATION SET FORTH IN THIS PROSPECTUS, EA®ROSPECTIVE INVESTOR SHOULD CAREFULLY CONSIDE
THE FOLLOWING

RISK FACTORS BEFORE MAKING AN INVESTMENT DECISION.
RECENT LOSSES AND ACCUMULATED DEFICIT

The Company incurred losses for the fiscal yeairen8eptember 30, 1997 of $(1,293,330) and an actaied deficit of $(1,802,718) at
September 30, 1997. For the first quarter of fid&88 ended December 31, 1997, the Company gedexatet profit of $35,553. Revenues
increased during the fiscal year ending Septem®et 397 to $6,277,579 from $4,630,298 during thevijous fiscal year. During the first
quarter of fiscal 1998, revenues increased to 8l4&% from $1,082,615 from the same quarter dutiegprevious fiscal year ended
September 30, 1997. Losses have been largelyudtthile to operations and the increase in costsidsd with acquisition activities and the
opening of the New Orleans location and the Mino&agpocation. The Company has experienced dectgesales at its Houston location as a
result of the current level of competition andhe public perception of a recently enacted Citjofiston, Texas Ordinance (the
"Ordinance"). Management believes that with thenome of the Minneapolis location and recent coduion programs put into place duri
fiscal 1997, that the losses incurred during trevious fiscal year will likely be mitigated. SeesRiFactors -- Necessary Permits -- Recent
Houston City Ordinance and Recent Events.



NECESSARY PERMITS -- RECENT HOUSTON CITY ORDINANCE

In addition to various regulatory requirements effeg the sale of alcoholic beverages in the citieshich it operates, the location of a
topless cabaret is sometimes subject to a citynartie. Accordingly, Rick's is subject to such séyuwmaiented business ordinances of citie
which it operates. Such ordinances deal generatly distance from schools, churches, and otheraixariented businesses and contain
restrictions based on the percentage of residemitein the immediate vicinity of the sexually orted business, as well as the conduct of
business within a club.

In January 1997, the City Council of the City ofudton passed a comprehensive new Ordinance raguthg location of and the conduct
within Sexually Oriented Businesses. The new Omiiraestablished new distances that Sexually OddBtisinesses may be located to
schools, churches, playgrounds and other sexuaéyted businesses. There were no provisions i®tidinance exempting previously
permitted sexually oriented businesses from theceff the new Ordinance. In 1997, the Companyimfasmed that Rick's Cabaret at its
location at 3113 Bering Drive failed to meet thgquigements of the Ordinance and accordingly thewah of the Company's Business Lice
at that location was denied.

The Ordinance provided that a business which waiede renewal of its operating permit due to clearig distance requirements under the
Ordinance would be entitled to continue in operafar a period of time (the "Amortization Periodf'}he owner were unable to recoup, by
the effective date of the Ordinance, its investnietie business that was incurred through the dfatiee passage and approval of the
Ordinance.

The Company filed a written request with the Cit{Houston requesting an extension of time duringcwithe Company could continue
operations at its original location under the Arization Period provisions of the Ordinance sinae@ompany was unable to recoup its
investment prior to the effective date of the Oadice. An administrative hearing (the "Hearing") vuaki by the City of Houston to determ
the appropriate Amortization Period to be grantethe Company. At the Hearing, the Company wastgtaan amortization period through
July 1998. The Company has the right to appealdaaysion of the Hearing official to the districtuzbin the State of Texas.

In May, 1997, the City of Houston agreed to deffieplementation of the Ordinance until the constitadility of the entire Ordinance was
decided by court trial. In February 1998 the U.&tifict Court for the Southern District of Texasous$ton, Division, struck down certain
provisions of the Ordinance, including the prouisinandating a 1,500 foot distance between a cldtsahools, churches and other sexually
oriented business, leaving intact the provisiothef750 foot distance as it existed in the priouston, Texas Ordinance.

There are other provisions in the Houston, Texakirance, such as provisions governing the levégbfing in a sexually oriented business,
the distance between a customer and dancer wiildahcer is performing in a state of undress aadigions regarding the licensing of
dancers that were upheld which may be detrimeaottile business by the Company. The Company, inecbmdth other sexually oriented
businesses, is appealing these aspects of the dhpdstxas Ordinance.

It is unknown if the City of Houston will appealetitourt's rulings. In the event that the City ofuldimn is successful in an appeal, the
Company's Houston location could be out of comgkarsuch an outcome could have an adverse impabeddompany's future.
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On April 1, 1998, the City of Houston began enfogceertain portions of the Ordinance, including distance requirement between a
customer and a dancer while dancing, and the rexqeint that dancers be licensed. The City of Holstmforcement of the recently
implemented provisions of the Ordinance could revadverse impact on the Rick's location in Houst@xas. The current requirement of a
three foot distance between a dancer and a custmuoét reduce customer satisfaction and could r@sdewer customers at the Houston
location. The requirement that a dancer be licensay result in fewer dancers working, which coudd an adverse impact on the Houston
location. It is unknown what impact the enforcemafrihe Ordinance may have on the Company's Houstation.

A dance hall permit is required for the operatiéa discotheque in the city of Houston. The daraégermit is not a discretionary permit,
must be granted by the city if the provisions @& #pplicable ordinance are satisfied. A dancegwlhit may be revoked or renewal may be
refused if certain criminal activities occur on firemises or if the person listed as the applibastcommitted certain named offenses. The
loss of the dance hall permit would have a matadalerse effect on Rick's business, financial domdand results of operations.

RISK OF ADULT NIGHTCLUB OPERATIONS AND DINNER THEAT ER CONCEPT

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 thatwéeonomic conditions are prosperous, entertainindaostry revenues increase, and when
economic conditions are unfavorable, entertainnrehistry revenues decline. Coupled with this ecoie@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 makeogppte changes which will allow it to remain orfatee premiere adult cabarets. However,
any significant decline in general corporate candi or uncertainties regarding future economicpeets that affect consumer spending
could have a material adverse effect on the Conipdmugsiness. In addition, Rick's has historicallfeced to a clientele base from the upper
end of the market. Accordingly, further reductigmshe amounts of entertainment expenses allowetdsctions from income under the
Internal Revenue Code of 1954, as amended, covklsely affect sales to customers dependent upgoEie expense accounts. The
Company continues to plan for the opening of a izttsyle dinner theater on the second floor ofNleev Orleans location. Completion of 1
second floor facility is currently contingent upolbtaining additional construction cost financingiddrtainties relating to the opening of the
facility relate to the availability and suitabilitf financing, the timing of the opening and aviligy of talent, and ultimately the overall
market acceptance of this concept.

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 araired to minimize the potential loss of revenuettyh 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 handling cash and utilizing a combinatidraccounting and physical inventory control desite deter theft and to ensure a high I

of security within its accounting practices andqadures.



COMPETITION

The adult topless club entertainment businessgisiyricompetitive with respect to price, service #oahtion, as well as the professionalism of
the entertainment. Rick's competes with a numbérazily-owned adult cabarets in each of the citibere its clubs are located, some of
whose names may enjoy recognition that equalsofrick’s. Although the Company believes that ivisl-positioned to compete
successfully, there can be no assurance that Ridklse able to maintain its high level of nameagnition and prestige within the
marketplace.

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. The Company has entered intareg-year employment agreement with Mr. Wattershvieixtends to December 31, 2000.
The loss of the services of Mr. Watters would haveaterial adverse impact on the Company and gmbss. In the event of Mr. Watters
unavailability or in the event that he should beedemporarily disabled, the Company believes thatasently has in place management
systems and controls which are sufficiently strtmgnable it to run efficiently and effectively uiilr. Watters' return or until a replacement
could be found. No assurance can be given, howthara replacement for Mr. Watters could be logé@tethe event of his unavailability.
Further, in order for the Company to continue tpand its business operations, it must continuenfirdve and expand the level of expertise
of its personnel and must attract, train and mawggédified managers and employees to oversee andgeahe expanded operations. The
Company's practice of training management withoiatr @dult topless club experience could resuk mhelay in the Company's anticipated
growth plans due to the time required to attracttaain such qualified managers and employees.

KEY EMPLOYEES

The Company's success depends on maintaining agbaghty of female entertainers and waitresses. (@sition for topless entertainers in-
adult entertainment business is intense. The laakailability 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.

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." Tariog of additional topless nightclubs will subjdue 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 daeygday 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 codlchmaaterial adverse effect on Rick's businesanfiial condition and results of
operations. The Company has recruited its managestedifi exclusively from outside of the toplessustty in the belief that management
which has not been exposed to operating practitéshvthe Company believes prevalent elsewheredrdpless industry and with diverse
management backgrounds will produce a managememt tigat operates with a high level of integrityisTpractice of training management
without adult nightclub experience may cause then@any to experience a shortage of qualified managémecessary to fulfill its
anticipated growth plans due to the additional tieguired to train such personnel.
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PERMITS RELATING TO THE SALE OF ALCOHOL

Rick's derives a significant portion of its reveati@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 shethority, in its discretion, to
issue the appropriate permits. Rick's presentlg$ialMixed Beverage Permit and a Late Hours Pésmied by the State of Texas and
permits to sell alcohol issued by the States ofitiana and Minnesota (the "Permits"). These Perangssubject to annual renewal, provided
Rick's has complied with all rules and regulatignserning the permits. Renewal of a permit mayigext to protest. In the event of a
protest, the regulatory authority may hold a hepehwhich time the views of interested partieseaqeressed. The liquor license authorities
have the authority after such hearing not to isstenewal of the protested alcoholic beverage fievithile Rick's has never been subject to a
protest hearing against the renewal of its Perrfitse can be no assurance that such a protest gkotibe made in the future, nor can ther
any assurance that the Permits would be grantdwirvent such a protest was made. Other statetavaysimilar laws which may limit the
availability of a permit to sell alcoholic beveragar which may provide for suspension or revocatiba permit to sell alcoholic beverages in
certain circumstances. The temporary or permaneamension or revocations of either of the Permithe inability to obtain permits in areas
of expansion would have a material adverse effedhe revenues, financial condition and resultsperations of the Company.

STATUS OF ENTERTAINERS AS INDEPENDENT CONTRACTORS

The Company believes its entertainers to be inddgr@rcontractors and not employees for federalnmectax 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 Contribui@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 enteetaras independent contractors. After
consultation with counsel, the Company does naébelthat it could obtain an opinion on this issMereover, the Company believes that
such opinion, if obtained, would be of very limitealue, given the inherently factual nature ofidsie. To the extent that a determination
were made that the entertainers are not indepedetractors, but rather are employees for taxabol purposes, and a similar determination
were not made as to other adult cabarets, the Qoyrmgrauld be at a competitive disadvantage with roéiiellt cabarets. Moreover, such a
determination could result in the imposition of pkties against the Company for its prior treatmthd,effect of which could be material.
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EXISTING LITIGATION

The Company and Mr. Watters are presently invoimezkrtain litigation. In DALLAS J. FONTENOT V. TRMPS, INC. AND ROBERT L.
WATTERS, Cause

No. 94-057144 in the 127th District Court of Harris Cogritexas (the "Fontenot Lawsuit"), Mr. Fontenotdtiee Company and Mr. Watters
for alleged breaches of an Agreement entered imfpril, 1993 among Mr. Fontenot, the Company and Watters. Mr. Fontenot alleges
that Mr. Watters and the Company have breachedirisement, but does not indicate the manner irchvitie breach has occurred. The
Company believes that it has fully complied withabligations under this Agreement. In March, 1388 h of the parties agreed to dismiss
this litigation with prejudice. The Settlement downts have been prepared and are in the procéssngf executed by the parties.

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. As of September 1996, dmep@ny maintains personal injury liquor liabilitysurance, however, there can be no
assurance that the Company may not be exposedédontjab liabilities in excess of the coverage pdad by insurance, which liabilities may
be imposed pursuant to the Texas "Dram Shop" statusimilar "Dram Shop" statutes or common lavotles of liability in other states
where the Company may expand. The Texas "Dram S$tapite provides a person injured by an intoxit@erson the right to recover
damages from an establishment that wrongfully skaleoholic beverages to such person if it was egpdo the server that the individual
being sold, served or provided with an alcoholiedrage was obviously intoxicated to the extent tieapresented a clear danger to himself
and others. An employer is not liable for the attiof its employee who overserves if (i) the emptagquires its employees to attend a seller
training program approved by the TABC; (ii) the dayge has actually attended such a training progeant (iii) the employer has not
directly or indirectly encouraged the employeeitdate the law. It is the policy of Rick's to recgithat all servers of alcohol working at
Rick's be certified as servers under a traininggam approved by the TABC, which certification givaatutory immunity to the sellers of
alcohol from damage caused to third parties byehaso have consumed alcoholic beverages at suablissiment pursuant to the Texas
Alcoholic Beverage Code. There can be no assur&oeggver, that uninsured liabilities may not amgéch could have a material adverse
effect on the Company.

CONTROL BY MANAGEMENT

The Chief Executive Officer and Chairman of the Bloaf the Company owns approximately 43% of thestautding Common Stock of the
Company. As a result, management will be ableftaénce the election of directors and otherwistugrice the affairs of the Company for
foreseeable future.

LIMITATIONS ON PROTECTION OF SERVICE MARKS

Rights of the Company to the tradenames "Rick'sl"&ick's Cabaret", are established under the comiane, based upon the Company's
substantial and continuous use of these tradenmaikierstate commerce since at least as earlP8%.I’'RICK'S AND STARS DESIGN" ar
"RICK'S CABARET" logos are registered through seevinark registrations issued by the United Stat¢sr? and Trademark Office
("PTO").

There can be no assurance that these steps takba Bpmpany to protect its Service Marks will beguate 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 lit&lial property rights owned or claimed by the @any could have a material adverse
affect on the Company.



POSSIBLE VOLATILITY OF COMMON STOCK PRICE

The market price of the Common Stock of the Compaay be highly volatile, as has been the case thélsecurities of many other small
capitalization companies. Additionally, in receefys, the securities markets have experiencechdénigl of price and volume volatility and
the market prices of securities for many compargesgjcularly small capitalization companies, haxperienced wide fluctuations which h
not necessarily been related to the operating paences or underlying asset values of such compaBezurities of issuers having relatively
limited capitalization or securities recently isdue a public offering are particularly susceptitdechange based on short-term trading
strategies of certain investors.

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 refataire earnings to finance the growth of its busie

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 sucheseand to fix the rights and preferences of tlaeeshconstituting any series, without any
further vote or action by the stockholders. Theasse of Preferred Stock by the Board of Directandld adversely affect the rights of the
holders of Common Stock and could prevent holdec®mmon stock from receiving a potential premiwntheir stock. For example, such
issuance could result in a class of securitiestaniting that would have preferences with respeebtimg rights and dividends and in
liquidation over the Common Stock, and could (uponversion or otherwise) enjoy all of the rightpagenant to Common Stock. The
Board's authority to issue Preferred Stock couddalirage potential takeover attempts and could/delarevent a change in control of the
Company through merger, tender offer, proxy cortestherwise by making such attempts more diffitmlachieve or more costly. There are
no issued and outstanding shares of Preferred Stuete are no agreements or understandings fasshance of Preferred Stock, and the
Board of Directors has no present intention toésBreferred Stock.

LIMITATION ON DIRECTOR LIABILITY

The Company's Articles of Incorporation provide pasmitted by governing Texas law, that a direcfothe 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 orhbH of the Company against a director. See, LIMITAN ON DIRECTORS' LIABILITY;
INDEMNIFICATION.

FORWARD-LOOKING STATEMENTS

This statement is being included in connection whihsafe harbor provision of the Private Secuitigigation Reform Act. This Prospectus
contains forwardeoking statements. Such statements are basedrmapagement's current expectations, beliefs, andrggns about futul
events, and are other than statements of histdecgland involve a number of risks and unceriaintn addition to those factors discussed
herein, important factors that could cause acemllts to differ materially from those in forwambking statements are, among others, the
impact and implementation of the sexually oriertadiness Ordinance of the City of Houston, theltesd the Company's Minneapolis
location, the Company's expansion efforts, markeeptance for the Company's services and produamspetition, and the availability of
financing.
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RECENT EVENTS
ACQUISITION OF MINNEAPOLIS CABARET

In December 1997, the Company completed its adeprisof real estate located at 300 South and 3reeSin downtown Minneapolis,
Minnesota consisting of land and a 14,000 squasedabaret facility and the assets of "Buns & Rgs®s adult entertainment business that
has operated there for two years. The Company apignaew cabaret in March 1998. The Company ofi@ptess adult entertainment, in a
similar format of and bearing the name "Rick's CGabaThe Cabaret is located at the intersectiotwofmajor downtown streets and is
located within walking distance of both the Metroun home to the Minnesota Vikings and the Twingl, tie Target Center, home to the
Minnesota Timberwolves. The City of Minneapolis laggroved and granted a liquor license to Rickisa@at which will permit the operatic
of a topless cabaret as well as the ability toes@fgohol at the Location. The City of Minneapaelias chosen as a site for expansion by the
Company because of the City's excellent demogragtacacteristics and vibrant nature of its downt@nmtertainment district.

RECENT DEVELOPMENTS IN HOUSTON, TEXAS ORDINANCE

In January 1997, the City Council of the City ofudton passed a comprehensive new Ordinance reguthg location of and the conduct
within Sexually Oriented Businesses. The new Omiiraestablished new distances that Sexually OddBtisinesses may be located to
schools, churches, playgrounds and other sexua#éyted businesses. There were no provisions itidinance exempting previously
permitted sexually oriented businesses from thecefif the new Ordinance. In 1997, the Companyinfasmed that Rick's Cabaret at its
location at 3113 Bering Drive failed to meet thguiegements of the Ordinance and accordingly theweh of the Company's Business Lice
at that location was denied.

The Ordinance provided that a business which wagde renewal of its operating permit due to clearig distance requirements under the
Ordinance would be entitled to continue in operafar a period of time (the "Amortization Periodf'fhe owner were unable to recoup, by
the effective date of the Ordinance, its investnienie business that was incurred through the dfatiee passage and approval of the
Ordinance.

The Company filed a written request with the CitfHouston requesting an extension of time duringcithe Company could continue
operations at its original location under the Anmation Period provisions of the Ordinance sina@ompany was unable to recoup its
investment prior to the effective date of the Oadlice. An administrative hearing (the "Hearing") vuakl by the City of Houston to determ
the appropriate Amortization Period to be grantethe Company. At the Hearing, the Company wastgcaan amortization period through
July 1998. The Company has the right to appealdaaysion of the Hearing official to the districturbin the State of Texas.

In May, 1997, the City of Houston agreed to deffeplementation of the Ordinance until the constitndility of the entire Ordinance was
decided by court trial. In February 1998 the U.&tiict Court for the Southern District of Texaspu$ton, Division, struck down certain
provisions of the Ordinance, including the prowisinandating a 1,500 foot distance between a cldisahools, churches and other sexually
oriented business, leaving intact the provisiothef750 foot distance as it existed in the priouston, Texas Ordinance.
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There are other provisions in the Houston, Texalirfance, such as provisions governing the levégbfing in a sexually oriented business,
the distance between a customer and dancer wiildahcer is performing in a state of undress aadigions regarding the licensing of
dancers that were upheld which may be detrimeattid business by the Company. The Company, inezbadth other sexually oriented
businesses, is appealing these aspects of the dhpdstxas Ordinance.

It is unknown if the City of Houston will appealetitourt's rulings. In the event that the City ofuldimn is successful in an appeal, the
Company's Houston location could be out of comgkarSuch an outcome could have an adverse impabeddompany's future.

On April 1, 1998, the City of Houston began enfogccertain portions of the Ordinance, including disgance requirement between a
customer and a dancer while dancing, and the rexqeint that dancers be licensed. The City of Holstmforcement of the recently
implemented provisions of the Ordinance could hevadverse impact on the Rick’s location in Houst@xas. The current requirement of a
three foot distance between a dancer and a cusitwounét reduce customer satisfaction and could résdéwer customers at the Houston
location. The requirement that a dancer be licensay result in fewer dancers working, which coutdd an adverse impact on the Houston
location. It is unknown what impact the enforcemefrihe Ordinance may have on the Company's Houstation.

USE OF PROCEEDS

The Company will not receive any proceeds uporrgékale of the Common Stock by the Selling Stockéwldhe Company is required to pay
the costs associated with this Offering, whictstireates to be approximately $7,500. The Selliragi8tolder will not pay any of the costs of
this Offering.

PLAN OF DISTRIBUTION

The Selling Stockholder may, from time to time] sdllor a portion of his shares in transactiongilk may include block transactions) in the
over-the-counter market, on any national or redispaurities exchange in which the Common Stodisisd or traded, in negotiated
transactions or otherwise, at prices then prevgiinrelated to the then current market price aoregfotiated prices. Resales by the purchasers
of such shares may be made in the same manner.

The Selling Stockholder may effect such transastimnselling his securities directly to purchastrgugh brokedealers acting as agents
the Selling Stockholder or to broker-dealers why imarchase shares as principals and thereaftetheedlecurities from time to time in the
over-the-counter market, in negotiated transact@ratherwise. Such broker-dealers, if any, magireccompensation in the form of
discounts, concessions or commissions from théng§efitockholder and/or the purchasers for whom $woker-dealers may act as agents or
to whom they may sell as principals (which compé&osaas to a particular broker-dealer may be ireggof customary commissions).

If the Company is notified by the Selling Stockherldhat any material arrangement has been entet@avith a broker-dealer for the sale of
the Common Stock, the Company would be requiretdrtend the Registration Statement of which thisf&raisis is a part and file a
Prospectus Supplement to describe the agreemeamntsdrethe Selling Stockholder and such broker-dealating to the distribution.
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The Selling Stockholder and any broker-dealersgpating in the distribution of the Common Stoakered by this Prospectus may be
deemed to be "underwriters” (within the meaningettion 2(11) of the Act). Any commissions receibgdhem, as well as any proceeds
from any sales as a principal by them, may be dddmbe underwriting discounts and commissions uttdeAct.

The Company will pay certain costs and expensegiied in connection with the registration of theckholder Shares under the Act. The
Company will not, however, pay any commissionsror ether fees in connection with the sale of then@wn Stock. There is no assurance
that the Selling Stockholder will sell any or afltbe Common Stock.

SELLING STOCKHOLDER

The following table sets forth the name of the iBglStockholder, the number of shares of CommouglSodfered by the Selling Stockholder,
the number of shares of Common Stock to be owndtidpelling Stockholder if all shares were to blel &n the Offering and the percentage
of the Company's outstanding Common Stock thatheilowned by the Selling Stockholder if all shaessold in the offering. The Selling
Stockholder may offer all or a portion of the slsdiar resale from time to time.

Shares Shares Percentage

Owned Shares Owned After Owned After
Selling Before Offered Offering If All Offering If All
Stockholder (1) Offering For Sale Shares Sold Shares Sold
Larry Holmberg 95,000 95,000 -0- -0-%

(1) Mr. Holmberg acquired his shares from the Comyga a transaction in which Mr. Holmberg sold be tCompany certain real estate and
related assets located in Minneapolis, Minnesofagoember 1997. Mr.

Holmberg has not and does not hold any positiaoffize with the Company or any of its affiliates.
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LIMITATION ON DIRECTOR'S LIABILITY; INDEMNIFICATION

Texas law authorizes corporations to limit or eliate the personal liability of directors to corgaas 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 capacitpfisers) to the Company or its stockholders tofthikest 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 iteskholders, (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 benefigeter or not the benefit resulted from
an action taken in the person's official capa@grction 2.41 of the TBCA relates to directors'ilighfor 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 managementliirimging a lawsuit against directors for breachhafir duty of care, even though such an
action, if successful, might otherwise have beadfthe Company and its stockholders.

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,takel

(iii) the establishment of certain presumption$awor of an indemnitee.

Insofar as indemnification for liabilities arisimmder the Securities Act of 1933 (the "Act") maydeemitted to directors, officers or
controlling persons of the Company pursuant tdfdinegoing provisions, or otherwise, the Companytheen advised that, in the opinion of
the Securities and Exchange Commission, such indieadion is against public policy as expresseth@ Act and is therefore unenforceable.
In the event that a claim for indemnification agisuch liabilities (other than the payment by alstvusiness issuer of expenses incurred or
paid by a director, officer or controlling persdtiee small business issuer in the successful defefiany action, suit or proceeding) is
asserted by such director, officer, or controllpggson in connection with the securities beingsteged, the small business issuer will, unless
in the opinion of its counsel the matter has bestiesl by controlling precedent, submit to a cafirhppropriate jurisdiction the question
whether such indemnification by it is against polpiolicy as expressed in the Act and will be goedrhy the final adjudication of such issue.

LEGAL MATTERS
The validity of the Common Stock offered herebyl wé passed on for the Company by Axelrod Smithi&kbaum of Houston, Texas.
EXPERTS

The consolidated balance sheets at September 80,atftl 1996 and the related consolidated stateroéotserations, changes in
stockholders' equity and cash flows for the yeaked September 30, 1997 and 1996 of Rick's Cab#eghational, Inc. incorporated by
reference into this Prospectus and Registratiote®int have been audited by Jackson & RhodesiRdependent auditors, as set forth in
their report, and are incorporated by referenaeliance upon such report, given upon the authofisuch firm as experts in accounting and
auditing.
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PART Il
ITEM 14. 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 Company.

SEC Registration FE€.........cccovvvvvvvevcceeee e, $63.06
Printing and Engraving EXpPenSes......cccccccceeeees e 1,000.00
Legal Fees and EXPeNSeS......ccoocveevvciveeeeanees e 5,000.00
Accounting Fees and EXPENSES.......cccccuvvveeees e 500.00
Blue Sky Fees and EXPENSES.....cccccceveeeeeveeeeee e 0.00
Transfer Agent Fees and Miscellaneous.............. 936.94
Totaloceeiciiecie e e $7,500.00

ITEM 15. LIMITATION ON DIRECTOR'S LIABILITY; INDEMN IFICATION

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 tofthikest 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 iteskholders, (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 benefigeter or not the benefit resulted from
an action taken in the person's official capa@grction 2.41 of the TBCA relates to directors'ilighbfor 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 managementliirimging a lawsuit against directors for breachhefir duty of care, even though such an
action, if successful, might otherwise have beadfthe Company and its stockholders.

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 thingspgcification 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,takel

(iii) the establishment of certain presumption$awor of an indemnitee.
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Insofar as indemnification for liabilities arisimmder the Securities Act of 1933 (the "Act") maydeemitted to directors, officers or
controlling persons of the Company pursuant tofdinegoing provisions, or otherwise, the Companytheen advised that, in the opinion of
the Securities and Exchange Commission, such indieadion is against public policy as expressethi@ Act and is therefore unenforceable.
In the event that a claim for indemnification agisuch liabilities (other than the payment by alstusiness issuer of expenses incurred or
paid by a director, officer or controlling persaditiee small business issuer in the successful defehany action, suit or proceeding) is
asserted by such director, officer, or controllpggson in connection with the securities beingsteged, the small business issuer will, unless
in the opinion of its counsel the matter has bestiesl by controlling precedent, submit to a cafirhppropriate jurisdiction the question
whether such indemnification by it is against polpiolicy as expressed in the Act and will be goedrhy the final adjudication of such issue.
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ITEM 16. EXHIBITS

The following exhibits are filed as part of thisgR&ration Statement:
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ITEM 17. UNDERTAKINGS

@
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(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 pursuanh®fbregoing provisions, or otherwise, the regigtias 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 actiomosyroceeding) is asserted by such director,
officer or controlling person in connection withetbecurities being registered, the registrant willess in the opinion of its counsel the me
has been settled by controlling precedent, suladtdourt 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

In accordance with the requirements of the Seegrifict of 1933, the registrant certifies that i h@asonable grounds to believe that it meets
all of the requirements of filing on Form3and authorized this registration statement tsigmeed on its behalf by the undersigned, in thg
of Houston, State of Texas on March 30, 1998.

RICK'S CABARET INTERNATIONAL, INC.

By: /s/ ROBERT L. WATTERS

Robert L. Watters, CHAIRMAN OF THE
BOARD, DIRECTOR, CHIEF EXECUTIVE
OFFICER, AND CHIEF ACCOUNTING OFFICER

Pursuant to the requirements of the SecuritiesoAtB33, this Registration Statement has been diggehe following persons in the
capacities indicated.

/sl ROBERT L. WATTERS Chairman of the Board, Director, March 30, 1998
---------------------- Chief Executive Officer , and

Robert L. Watters Chief Accounting Office r
/sl ERICH NORTON WHITE Director and March 30, 1998
---------------------- Executive Vice Presiden t

Erich Norton White

/s/ SCOTT C. MITCHELL Director March 28, 1998

Scott C. Mitchell

Director
Martin Sage



Exhibit 5.1

AXELROD, SMITH & KIRSHBAUM
An Association of Professional Corporations
ATTORNEYS AT LAW

5300 Memorial Drive, Suite 700
Houston, Texas 77007-82 92
Robert D. Axelrod
Paul D. Smith Telephone (713) 861-1996
Daniel R. Kirshbaum Facsimile (713) 552-0202

March 31, 1998

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, lacTexas corporation ("Company"), you have requestedirm to render this opinion in
connection with the Registration Statement of tbenGany on Form S-3 ("Registration Statement") ulderSecurities Act of 1933, as
amended (the "Act"), filed with the Securities &wthange Commission relating to the resale of Ibdbares of common stock, par value
$.01 per share (the "Common Stock") by certain scholders of the Company.

We are familiar with the Registration Statement tredregistration contemplated thereby. In givimig 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 thereweahave 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 verified.

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

2. The shares of Common Stock to be resold ardlyauthorized, validly issued, fully paid and nesessable



We consent to the to the filing of this opinionaasexhibit to the Registration Statement and tadifierence in the Registration Statement to
Axelrod, Smith, & Kirshbaum under the heading "Bbits-Opinion."

Very truly yours,

/sl Axelrod, Smith, & Kirshbaum

Axelrod, Smith, & Kirshbaum



Exhibit 10.1
ASSET PURCHASE AGREEMENT

This Asset Purchase Agreement ("Agreement") is ntlide?24th day of December, 1996, by and betweengement Center, Inc., a
Minnesota corporation with its principal place ofsiness located at 300 South 3rd Street, Minnespgdinnesota 55415 ("Amusement
Center"), Buns & Roses Il, Inc., a Minnesota cogpion with its principal place of business locaa@00 South 3rd Street, Minneapolis,
Minnesota 55415 ("B&R II"), Larry Holmberg, an imitiual with his principal place of business locat®00 South 3rd Street, Minneapolis,
Minnesota 55415 ("Holmberg") and Rick's Cabaret¢imational, Inc., a Texas corporation, whose adds8113 Bering Drive, Houston,
Texas 77057 or its designees ("Buyer"). Amusememit€ and B&R Il are hereinafter collectively reéat to as "Seller(s)".

RECITALS:

WHEREAS, Seller is the owner of all of the tangibted intangible assets associated or used in ctionewtith the operation of an adult
entertainment restaurant and bar known as "Bun®geR' at 300 South 3rd Street, Minneapolis, Mintee§6415 ("Buns & Roses"); and

WHEREAS, Holmberg is the sole stockholder of thiéeBeand

WHEREAS, Holmberg owns all of the real estate upich Buns & Roses is located, as more fully désatiherein, and all improvements
thereon (the "Property"); and

WHEREAS, Seller desires to sell and transfer athefassets associated or used in connection étbgeration of Buns & Roses; and
WHEREAS, Holmberg desires to sell and convey tropérty; and

WHEREAS, the Buyer or its designee desires to aeali of the assets of the Seller and the Propapgn and subject to the terms and
conditions of this Agreement.

NOW, THEREFORE, in consideration of the premises mitual covenants and agreements set forth hangirin reliance upon tt
representations and warranties contained herairpdrties hereto covenant and agree as follows:

ARTICLE |
PURCHASE AND SALE OF ASSETS AND PROPERTY

1.1 ASSETS OF SELLER TO BE TRANSFERRED TO BUYER. Ba Closing Date (as defined in Article VI hereafid subject to the
terms and conditions set forth in this Agreementle® shall sell, convey, transfer and assign,ause to be sold, conveyed, transferred and
assigned to Buyer, and Buyer shall acquire alhefdssets of the Seller, including but not limtieahe following assets (the "Purchased
Assets"):



(i) all furniture, fixtures, equipment, appliancesachinery, computer hardware and peripherals, ctengoftware, sound equipment, audio
speakers, lighting fixtures, cash registers, vidgoipment, lockers and other personal propertyhaftever nature owned or leased by Sell
connection with the operation of Buns & Roses,udoig but not limited to those items more fully déised on Exhibit 1.1(i) of this
Agreement (the "Personal Property");

(i) all of Seller's inventory of supplies, accesss and any and all other items of personal ptypdrwhatever nature, sold by the Seller in
operation of Buns & Roses (the "Inventory"), as enfully described in Exhibit 1.1(ii);

(iii) all supplies (other than Inventory) and ottieonsumable supplies" used in connection withaperation of Buns & Roses (the
"Supplies"), as more fully described in Exhibit {lii};

(iv) all of Seller's right, title, and interest, l@ssee, of any and all equipment leased by Safiédocated at Buns & Roses (the "Leased
Equipment");

(v) all right, title and interest in and to any aalttrademarks, tradenames, trade dress, senacksislogans, logos, corporate or partnership
names (and any existing or possible combinatioteoivation of any or all of the same) and genertrigibles, including, without limitation,
the goodwill and intellectual property rights, asiated with or used in connection with the operatio business of Buns & Roses, including
all rights, title and interest in and to the foliog tradename and trademark "Buns & Roses" (thellettual Property"), provided however
that Holmberg will retain the right to use the gadme "Buns & Roses" outside the corporate cititdiof Minneapolis, Minnesota;

(vi) all right, title, and interest of Seller todluse of the telephone numbers presently beinglus&eller, including all rotary extensions
thereto, and all advertisements in the "Yellow Rag&City Directory" and other similar publicatiofthe "Telephone Numbers") and after the
Closing, Buyer shall assume all expenses for thephene Numbers and advertising; and

(vii) all of Seller's lists of suppliers, and anydaall copies of books, records, papers, files, oramda and other documents in Seller's
possession relating to or compiled in connectioth Wie operation of Buns & Roses which are requesyeBuyer (the "Records").

Specifically excluded from the term "Purchased As'sas used herein are cash equivalents, investeeentities, federal income tax refunds,
corporate seals, books and records relating stdatprporate governance, and any motor vehicle faegaersonal or family activities by any
shareholder of Seller (hereinafter collectivelyereéd to as the "Excluded Assets



1.2 SALE OF PROPERTY TO BUYER. On the Closing Dateqg subject to the terms and conditions set farthis Agreement, Holmberg
shall sell, convey, transfer and assign, or cangetsold, conveyed, transferred and assigned yerBur its designee the Property whose
address is generally known as 300 South 3rd Stieheapolis, Minnesota 55415 and all improvemdin¢seon, pursuant to General
Warranty Deed which shall convey good and markettithé to the Property, free and clear of all wlgj liens or encumbrances. Holmberg
Buyer shall enter into an Earnest Money Contracaiy between Holmberg and Buyer which shall be weecand delivered simultaneously
with the execution of this Agreement, in the forttaehed hereto as Exhibit 1.2 ("Earnest Money Ganft).

1.3 PURCHASE PRICE. As consideration for the PuseldaAssets and the Property, Buyer shall pay,@gi@j to Seller and Holmberg, the
total aggregate sum of $3,000,000.00 ("PurchaseBripayable as follows:

(i) $500,000.00 payable by cashier's check, cedifunds or wire transfer at Closing of which $2®80,.00 shall be allocated to the purchase
of the Property and $250,000.00 shall be alloctid¢de purchase of the Purchased Assets; and

(i) the remaining $2,500,000.00 of the PurchaseeRshall be paid by Buyer's execution and delivdrgt Mortgage Promissory Note in the
form attached hereto as Exhibit 1.3

(i(a) in the amount of $500,000.00 ("Mortgage mmssory Note") and a Promissory Note in the fortacited hereto as Exhibit 1.3 (ii)(b) in
the amount of $2,000,000.00 amortized over 20 ydmaring interest at the rate of nine percent (§&t)annum, payable in 119 equal
monthly principal and interest installments, witfiral balloon payment due on the 120th monthlyatisient payment ("Promissory Note").
The Mortgage Promissory Note will be secured byRinst Mortgage Deed in the form attached heretBxsbit 1.3(ii)(c) and the Promissa
Note will be secured by a Security Agreement inftren attached hereto as Exhibit 1.3(ii)(

1.4 PAYMENT OF EARNEST MONEY. Buyer shall pay, agmest money ("Earnest Money"), upon executiondslivery of this
Agreement, the sum of $60,000.00, pursuant toetras of the Ernest Money Contract. The Earnest Meshall be deposited with a title
company mutually agreeable to the parties, as esagent, which Earnest Money shall be applied,extitip Closing, to the Purchase Price
the event this Agreement is terminated and thei@odoes not occur, the Earnest Money, togethdr arnty earned interest thereon, shall be
delivered in the manner set forth in Article 9 todre

1.5 NO ASSUMPTION OF LIABILITIES. The Buyer shalafie no obligation and shall not assume or agreayoperform or discharge, nor
shall the Buyer be directly or indirectly resporsibr obligated for, any debts, obligations, cocisaor liabilities of the Seller, wherever or
however incurred, except for leases assumed byBBuydch monthly expenses shall be pro rated daeefClosing. All real and personal
property taxes on the Purchased Assets and theRyapill be paid in full by the Seller or Holmbefgr all years prior to the Closing Date
and for the year of Closing will be pro rated te tBlosing Date.

1.6 ALLOCATION OF PURCHASE PRICE. The Purchase @0t the Purchased Assets and the Property shalldeated among the
Purchased Assets and the Property in accordanbeavgithedule which shall be agreed upon and sigyatl of the parties hereto at or prior
to the Closing Date



ARTICLE II
REPRESENTATIONS AND WARRANTIES
OF THE SELLER AND HOLMBERG

The Seller and Holmberg, jointly and severally resgnt and warrant to Buyer as follows;

2.1 ORGANIZATION AND CAPITALIZATION OF SELLER. Seér is a corporation duly organized, validly exigtand in good standing
under the laws of the State of Minnesota, with ver and authority and all necessary governmam@lregulatory licenses, permits and
authorizations to carry on the businesses in whishengaged, to own the properties that it ownsently and will own at the Closing, and to
perform its obligations under this Agreement. Th#harized capital stock of Amusement Center and BERach, consists of 1,000 shares of
common stock, $1.00 par value, of which 1,000 share validly issued and outstanding. All of stedued and outstanding shares of comr
stock of Seller is owned by Holmberg and are fplyd and non-assessable.

2.2 AUTHORIZATION OF AGREEMENT. Seller has all ragie corporate power and authority to executedeliver this Agreement and
perform its obligations hereunder. The executiot d@livery by Seller of this Agreement and the perfance by Seller of its obligations
hereunder (a) have been duly and validly authorigedll requisite corporate action and (b) will nailate its charter or bylaws or any order,
writ, injunction, decree, statute, rule or reguas applicable to it or any of its properties aeds, or be in conflict with, result in a breach of
or constitute a default under any note, bond, ihden mortgage, lease, license, franchise agreeonarther agreement, instrument or
obligation, or result in the creation or impositiohany lien, charge or encumbrance of any kindaiture whatsoever upon any of the
properties or assets of Seller. This Agreementeauth and every agreement, document, exhibit amdiment to be executed, delivered and
performed by the Seller or Holmberg in connectienelwith constitute or will, when executed and daidd, constitute the valid and legally
binding obligations of the Seller and Holmbergttes case may be, enforceable against each of thewxcordance with their respective ter
except as enforceability may be limited by applieamuitable principles or by bankruptcy, insolwemeorganization, moratorium, or similar
laws from time to time in effect affecting the erdement of creditors' rights generally.

2.3 CONSENTS. Except as set forth on Exhibit 2B¢ansent of, approval by, order or authorizatifrooregistration, declaration or filing
by Seller or Holmberg with, any court or any govaamtal or regulatory agency or authority havingsgiction over Seller or Holmberg or
any of their property or assets or any other persoequired on the part of Buyer in connectionwtite consummation of the transactions
contemplated by this Agreement, excluding any tegfisn, declaration or filing the failure to eftaghich would not have a material adverse
effect on the financial condition of Buyer or thgeoation of its business after the Closing.

2.4 TITLE TO PURCHASED ASSETS AND PROPERTY. Thel&eand Holmberg will have at Closing good and netakle title to all of
the Purchased Assets and Property, respectiveighvaie being sold to Buyer under this Agreemesg find clear of all liens, claims,
charges



encumbrances, restrictions or security interestegt as set forth in Exhibit 2.4, which obligatonill be paid in full at Closing. All of the
Purchased Assets which are to be acquired by Bargein the possession of Seller and are generatipaod operating condition and repair
(ordinary wear and tear excepted). Neither SelberHolmberg is a party to any contract or obligatwhereby there has been granted to
anyone an absolute or contingent right to purchalsin or acquire any rights in the Property oamy of the assets, properties or operations
of Seller or used in connection with the busindsSedler.

2.5 CONTRACTS AND LEASES. Except as disclosed imiBit 2.5, Seller

(i) has no leases of personal property relatinpéoPurchased Assets, whether as lessor or Idgi$éas no contractual or other obligations
relating to the Purchased Assets, whether writtesral; and (iii) has not given any power of at&yrio any person or organization for any
purpose relating to the Purchased Assets. Excegisal®sed in Exhibit 2.5, Holmberg has no reahtestease on the Property in which he is
the landlord or lessor. Exhibit 2.5 sets forth enptete list, including any amendment of each leasgontract which are part of the Purchased
Assets to be acquired by the Buyer. Seller hasdhen Buyer a copy of each contract, lease or @tbenment relating to the Purchased
Assets to which they are subject or are a pargylmeneficiary, which is to be assumed or acquiseBlyer. Except as disclosed on Exhibit
2.5, to Seller's and Holmberg's knowledge, suchraots, leases or other documents are valid afdliforce and effect according to their
terms and constitutes a legal, valid and bindinggation of Seller or Holmberg and the other resppearties thereto and is enforceable in
accordance with their terms, and neither SelleHmimberg has any knowledge of any default or bneawer such contract, lease or other
document or of any pending or threatened claim&uady such contract, lease or other documenthsieibe signing or execution of this
Agreement, nor the consummation of all or any efttlansactions contemplated under this Agreemehtanstitute a breach or default un
any such contract, lease or other document.

2.6 LITIGATION. Except as disclosed in Exhibit 2there is no suit, claim, arbitration, investigatiaction or proceeding entered against,
now pending or, to the Seller's or Holmberg's kraalge, threatened against the Purchased Assets Braperty, before any court, arbitrati
administrative or regulatory body or any governmaéagency which may result in any judgment, orderard, decree, liability or other
determination which will or could reasonably be esjed to have any effect upon the Purchased Ass@operty, nor is there any basis
known to Seller or Holmberg for any such actionither Seller nor Holmberg is subject to any judiaigunction or mandate or any quasi-
judicial or administrative order or restriction efited to or against it or him or which would afféed Purchased Assets or Prope

2.7 TAXES. Seller and Holmberg have timely and aataly filed all federal, state, foreign and lotzt returns and reports required to be
filed by them prior to such dates and have timeli@ll taxes shown on such returns as owed fopénieds of such returns, including all
withholding or other payroll related taxes shownsoch returns. Seller and Holmberg have made atiequavision for the payment of all
taxes accruable for all periods ending on or befloeeClosing Date to any taxing authority and aredelinquent in the payment of any
material tax or governmental charge of any natNmeassessments or notices of deficiency or othemaanications have been received by
Seller or Holmberg with respect to any tax retutrick has not been paid, discharged or fully reseagainst and no amendments or
applications



for refund have been filed or are planned with eespo any such return. There are no agreemenigebatSeller or Holmberg and any taxing
authority, including, without limitation, the Intesl Revenue Service, waiving or extending any statéilimitations with respect to any tax
return.

2.8 FINANCIAL INFORMATION.

(a) Buyer has been provided with true, correct@mplete copies of the Federal Income Tax Retdfomi 1120S) for Amusement Center
for the years ended December 30, 1994 and 199iccteely ("Tax Returns). Buyer has also received tind complete copies of the
unaudited balance sheet as of November 30, 199&harelated unaudited statements of income etaven months period then ending
(the "Financial Statement") for Amusement Centet Br& R II. The Tax Returns and the Financial Staats are in accordance with the
books and records of Amusement Center and B &dvdl fairly present the financial position of thepmrations and the result of operations
and changes in financial position of the corporatias of the dates and for the periods indicatedach case in conformity with the
compilation by the corporations' certified publoauntant, compiled on a consistent basis.

(b) Seller has no liability or obligation (whetharcrued, absolute, contingent or otherwise) wigabf ia nature required to be reflected in
financial statements prepared in conformity wite tompilation by the corporations' certified pulalzcountant, compiled on a consistent
basis, except for (i) the liabilities and obligatsowhich are disclosed, or reserved against ifrih@ncial Statements or Exhibit 2.8(b) hereto,
to the extent and in the amounts so disclosedsarved against, and (ii) liabilities incurred ocaed in the ordinary course of business since
December 1, 1996 and which do not, either indivighuz in the aggregate, have an adverse effecherbusiness, assets or operations of the
Seller.

(c) Except as disclosed in the Interim Financiat&nents or Exhibit 2.8(c), Seller is not in defavith respect to any liabilities or obligatio
and all such liabilities or obligations shown cileeted in the Interim Financial Statements or Bith2.8(c) and such liabilities incurred or
accrued subsequent to December 1, 1996 have heare being, paid and discharged as they becomeaddeall such liabilities and
obligations were incurred in the ordinary courséwsiness.

2.9 COMPLIANCE WITH LAWS. Seller is and at all timgrior to the date hereof has been, in compliavitteall statutes, orders, rules, and
regulations applicable to it or to the ownershift®fissets or the operation of its business, éxoefailures to be in compliance that would
not have a material adverse effect on the busipesperties, condition (financial or otherwise)psospects of Seller, and Seller and Holm|
have no basis to expect to receive, and have neivexd, any order or notice of any such violatiorlaim of violation of any such statute,
order, rule, ordinance or regulation.

2.10 ENTERTAINMENT LICENSE. A Place of Entertainméiricense for Seller issued by the City of MinneligydMinnesota is in full force
and effect and will remain in full force and effecttil the Closing



2.11 INTELLECTUAL PROPERTY. The Seller is the owmdrall right, title and interest in and to all thle Intellectual Property used in
connection with the operation of Buns & Roses. Sut#llectual Property is free and clear of anyeniat liens, mortgages, judgments, or
other encumbrances of any kind, and no rightscenkes of any kind respecting the Intellectual eriyphave been granted to any third party.
There are no outstanding, or, to the best knowleddee Seller or Holmberg, threatened claims &fnigement against Seller or Holmberg
respecting the use of any of the Intellectual Priypge connection with the operations or businesthe Seller and it has no knowledge of any
trademark, service mark, trade name, assumed rapgright, patent, trade secret, contractual oeotights of any third party which may be
violated or infringed by the use of any of the ligetual Property in connection with Seller's opienras or business.

2.12 INSURANCE POLICIES. Exhibit 2.12 contains angete and correct list of the insurance coveragmtained by the Seller. Copies of
all policies relating to such insurance carriedhy Seller have been delivered or will be madelalkd to Buyer. The policies of insurance
held by Seller are in such amounts, and insurenagauch losses and risks, as Seller reasonabfgsdappropriate for its property and
business operations. All such insurance policiedrafull force and effect, and all premiums dueréon have been paid. Valid policies for
such insurance will be outstanding and duly inédaat all times prior to the Closing.

2.13 LABOR MATTERS. Seller is not a party or oth@®/subject to any collective bargaining agreemetit any labor union or association.
There are no discussions, negotiations, demanpioposals that are pending or have been conductedde with or by any labor union or
association, and there are not pending or thredtagainst Seller any labor disputes, strikes okvegtoppages. To the best of Seller's and
Holmberg's knowledge, Seller is in compliance vaiifederal and state laws respecting employmedteanployment practices, terms and
conditions of employment and wages and hours, tarits knowledge, is not engaged in any unfair fgiractices. Seller is not a party to any
written or oral contract, agreement or understamftin the employment of any officer, director ormoyee of the Seller.

2.14 ENVIRONMENTAL MATTERS. Except as set forthkxhibit 2.14, neither the Seller nor any other péotthis Agreement is now, nor
has in the past, used or is using the Propertthiohandling, treatment, storage or disposal oftd@wardous Substance (as hereinafter
defined). Except as set forth in Exhibit 2.14, alease, discharge, spillage or disposal of any tdara Substance and no soil or water
contamination by any Hazardous Substance has @ctarris occurring in or on the Property. Excepsetsforth in Exhibit 2.14, the Seller ¢
Holmberg have complied with all reporting requiretseunder any applicable federal, state or localrenmental laws and permits, and there
are no existing violations by the Seller or Holngpef any such environmental laws or permits. Exeepsget forth in Exhibit 2.14, there are
claims, actions, suits, proceedings or investigati®lated to the presence, release, dischardlegepor disposal of any Hazardous Substance
or contamination of soil or water by any HazardBusstance pending or threatened with respect tBrihygerty or otherwise against the Se

or Holmberg in any court or before any state, fatler other governmental agency or private artidgratribunal and to the best of the
knowledge of Seller and any other party to thise®gnent, there is no basis for any such claim, mcsioit, proceeding or investigation. To
best of their knowledge, there are no undergrotmege tanks on the Property. Neither the SelleHwmberg is aware of any building or
other improvement included in the Prope



which contains any asbestos or any asbestos-corgaimaterials. For the purposes of this Agreenigtdazardous Substance" shall mean any
hazardous or toxic substance or waste as thoss tmerdefined by any applicable federal or statediaregulation including, without
limitation, the Comprehensive Environmental Recgv@ompensation and Liability Act, 42 U.S.C. 960H dine Resource Conservation and
Recovery Act, 42 U.S.C. 6901 and petroleum, peatiml@roducts and oil.

2.15 NO DEFAULT. Seller is not in default under aaym or condition of any instrument evidencinggating or securing any indebtednes
Seller, and there has been no default in any nadtaligation to be performed by Seller under atheocontract, lease, agreement,
commitment or undertaking to which it is a partybgrwhich it or its assets or properties are bowoed has Seller waived any material right
under any such contract, lease, agreement, commttoneindertaking.

2.16 ABSENCE OF CHANGE. Neither the Seller nor Hokrg has any knowledge of any present or futurelition or state of facts or
circumstances which would materially and adverségct the business of the Seller. Since Decemb#896, the Seller has conducted its
business in the ordinary course of business.

2.17 DISCLOSURE. No representation or warranty elfe® or Holmberg contained in this Agreement (irtthg the exhibits hereto) contains
any untrue statement or omits to state a matex@lrfecessary in order to make the statementsicedtherein or therein, in light of the
circumstances under which they were made, not adshg.

2.18 NO BROKERAGE COMMISSION. No broker or findeashacted for the Seller in connection with thiséenent or the transactions
contemplated hereby, and no person is entitledhiydbaokerage or finder's fee or compensation ipeesthereof based in any way on
agreements, arrangements or understandings maatedoybehalf of the Seller.

ARTICLE Il
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer hereby represents and warrants to SelleHahaiberg as follows:

3.1 ORGANIZATION OF BUYER. Buyer is a corporationlg organized, validly existing and in good stanmglin the laws of the state of
Texas, with full power and authority to carry oe thusinesses in which it is engaged, to own thpegties that it owns currently and will o
at the Closing, and to perform its obligations urtties Agreement.

3.2 AUTHORIZATION OF AGREEMENT. Buyer has all regite corporate power and authority to execute aliget this Agreement and
to perform its obligations hereunder. The execusiod delivery by Buyer of this Agreement and thégrenance by Buyer of its obligations
hereunder (a) have been duly and validly authorigedll requisite corporate action and (b) will nailate its charter or bylaws or any order,
writ, injunction, decree, statute, rule or reguas applicable to it or any of its properties aeds, or be in conflict with, result in a breach of
or constitute a default under any note, bond, ihden mortgage, lease, licen



franchise agreement or other agreement, instruoresttligation, or result in the creation or impa@sitof any lien, charge or encumbrance of
any kind or nature whatsoever upon any of the ptigseor assets of Buyer. This Agreement and eadresery agreement, document, exhibit
and instrument to be executed, delivered and paddrby the Buyer in connection herewith constitrtevill, when executed and delivered,
constitute the valid and legally binding obligatsosf the Buyer enforceable against it in accordavitte their respective terms, except as
enforceability may be limited by applicable equigprinciples or by bankruptcy, insolvency, reorgation, moratorium, or similar laws frc
time to time in effect affecting the enforcementadditors' rights generally.

3.3 DISCLOSURE. No representation or warranty of@&uwontained in this Agreement (including the éiihereto) contains any untrue
statement or omits to state a material fact necgssarder to make the statements contained hereiherein, in light of the circumstances
under which they were made, not misleading.

3.4 INSURANCE. Buyer shall maintain insurance atrsamounts and such liabilities of hazards asssornarily maintained by other
companies operating similar businesses. Buyer diéiter Certificates of such insurance to Seltard Holmberg, and such Certificates shall
be specified to all policies of insurance in effantl shall not be canceled except upon 10 dayspritien notice to Seller and Holmberg;
such insurance shall include general comprehetisiviity insurance and coverage amount not leas th1,000,000 per occurrence and per
person; the insurance on the Property shall incfitdeand extended coverages in the amount nothessthe Purchase Price assigned to the
Property; and all policies of insurance shall n&eéer and Holmberg as an additional insured thedeu

3.5 DISPOSITION OF ASSETS. Buyer may sell or digpokany inventory assets in the usual and ordinatyse of business, and may sell
or dispose of equipment provided the same shakpkaced with new equipment of like kind and qualill of the Buyer's assets shall be
maintained in good working order and repair.

3.6 BROKERAGE COMMISSION. No broker or finder hatead for the Buyer in connection with this Agreernenthe transactions
contemplated hereby, and no person is entitlediydbaokerage or finder's fee or compensation ipeesthereof based in any way on
agreements, arrangements or understandings mastednybehalf of the Buyer, except the obligatioBafer to pay for the services to
Gilbert Kopolow, with Gilbert Kopolow and Associattvestments.

ARTICLE IV
COVENANTS

4.1 CONSENTS AND FURTHER ACTIONS. As soon as picatile, Seller, Holmberg and Buyer will jointly corante to take all
reasonable action required to obtain all conseisrovals and agreements of any third partiesea¢xipense of Buyer. Specifically, without
limiting the foregoing, Buyer will commence to takk reasonable action required to obtain the isseaf any and all permits necessary to
operate Buns & Roses as a female topless entegairfiacility, including the issuance of a liguardnse duly issued and approved by the
of Minneapolis which will allow for the sale of ligr by Buyer at Buns & Roses. Sell



Holmberg and Buyer each will keep the other infadrméthe status of any inquiries made of such playtany governmental agency or
authority or members of their respective stafffwispect to this Agreement or the transactionsecoplated hereby. In addition, subject to
the terms and conditions herein provided, eachetié§ Holmberg and Buyer covenants and agreesdaeasonable efforts to take, or cause
to be taken, all action, or do, or cause to be dalh¢hings, necessary, proper or advisable uagplicable laws and regulations to
consummate and make effective the transactiongogiated by this Agreement.

4.2 CONDUCT OF BUSINESS OF SELLER. The Seller aminitberg agree that during the period from the déthis Agreement to the
Closing Date, except as expressly contemplatethisyAigreement or to the extent that Buyer may atisr consent in writing, which consent
shall not be unreasonably withheld, Seller and Hb&lrg shall cause Buns & Roses (a) to conduct g#bss in the ordinary and usual course;
(b) to make no material changes in its operatioeggt as expressly contemplated by this Agreenfentp use its best efforts to maintain ¢
preserve its business organization, employeespgss and relationships; (d) to enter into no emplent agreement with any person and to
grant no changes in compensation of employeeso @y and discharge all bills and monetary obiiget in the ordinary course and timely
and properly perform all of its obligations and eoitments under all existing contracts and agreesngeaitaining to the business, except ¢
amounts or obligations that Seller contests in gaddl; (f) not to sell, lease or otherwise dispo$er agree to sell, lease or otherwise dispose
of any of its assets, except in the ordinary coofdausiness; (g) not to declare or pay any divibeor make any distribution on any of its
capital stock, except for Regulation S corporatistributions; (h) to make no capital expendituresxcess of $10,000; (1) to make no loans
or advances to officers of Seller; (j) to make mamnties of the obligations or debts of otherstdkincur no debts or obligations of any other
corporation or entity; (I) to purchase no stocloobtherwise invest in any other corporation oitgnand (m) to issue no additional capital
stock.

4.3 ACCESS TO INFORMATION. Between the date of thggeement and the Closing Date, Seller shall guger and its authorized
representatives full access, at all reasonablestitogts businesses, properties and assets, bofdtalfinancial books and records, agreem:
and records relating to the ownership and operati@eller as shall be reasonably requested. Seillepermit Buyer and its representatives
to make such inspections as they may require alhdavise the officers of Seller to cooperate witly8 in connection with such inspection.

4.4 PROHIBITED NEGOTIATIONS. Subsequent to the exem of the Agreement, and prior to the ClosingeDaf the Agreement, neither
the Seller nor Holmberg shall solicit or encouragguiiries or proposals with respect to or furnigly anformation relating to or participate in
any negotiations or discussions concerning, argy@atonveyance of the Property or any acquisiiopurchase of all or a substantial portion
of the assets of Seller or of a equity interesSétler, or any business combination with SelleHeBand/or Holmberg hereby agree to advise
Buyer of any contact from any third party regardihg acquisition of the Property or the acquisitiorother investment in Seller or of any
contact which would relate to the transactions emqiated by this Agreement.

4.5 PUBLIC ANNOUNCEMENTS. Each party shall prompdgivise and cooperate with the other prior to rgudr permitting any of its
directors, officers, employees or agents to is



any press release or other information to the pessherwise for general release with respedhimAgreement or the transactions
contemplated hereby. Seller and Holmberg shall tiaweight to advise its employees of this trarisacas of the date the Liquor License is
applied for.

4.6 FINDERS AND BROKERS FEES. Each party shalliablé for any finder's or broker's fees for whithas contracted or which may
arise from its conduct. Each party shall indemaifyl hold harmless the other party against anylitigbidlamage, cost or expense involving a
finder's or broker's fee and arising out of thedran of such party. Any expenses or fees due to@¥bert Kopolow shall be at the expenst
Buyer.

ARTICLE V
CONDITIONS TO CLOSING

5.1 CONDITIONS TO THE OBLIGATIONS OF SELLER AND HOUBERG. The obligations of Seller and Holmberg tosommate the
transactions contemplated hereby shall be suljetiet satisfaction, on or before the Closing Date&ach and every one of the following
conditions, unless waived, in whole or in part,Ssller and Holmberg for purposes of consummatirdy $xansaction.

(a) The representations and warranties of Buyefostt in this Agreement shall be true and corieall material respects on the Closing C
with the same force and effect as if they had breade on the Closing Date;

(b) Buyer shall have performed and complied witragteements, obligations, covenants and conditiegsired by this Agreement to be
performed or complied with on or prior to the Clagi

(c) The Seller and Holmberg shall have receivedrtficate, dated the Closing Date and signed bypitesident of the Buyer to the effect set
forth in Section 5.1(a) and 5.1(b) for the purposeerifying the accuracy of such representatiams warranties and the performance and
satisfaction of such covenants and conditions;

(d) Execution and delivery of the Mortgage Promigddote and the Promissory Note by Buyer;
(e) Execution and delivery of the First MortgageeBen the Property to Holmberg;
(f) Execution and delivery of the Security Agreemen

(9) Axelrod, Smith & Kirshbaum, counsel for Buyshall have delivered to Seller and Holmberg thetemiopinion, dated as of the Closing
Date, in form and substance satisfactory to Salerits counsel, to the effect set forth on ExHbilt(g) and containing such other provisions
as the parties may agree; and

(h) No action, suit or proceeding by or before aayrt or any governmental or regulatory authoritglshave been commenced and no
investigation by an'



governmental or regulatory authority shall haverbe@mmenced seeking to restrain, prevent or clgdi¢ie transactions contemplated
hereby or seeking judgments against Buyer.

5.2 CONDITIONS TO THE OBLIGATIONS OF BUYER. The dgétions of the Buyer to effect the transactionstemplated hereby shall
subject to the satisfaction, on or before the @lpfdate, of each and every one of the followingditions, unless waived, in whole or in part,
by Buyer for purposes of consummating such traisact

(a) The representations and warranties of Sellét-simberg set forth herein shall be true and arireall material respects on the Closing
Date with the same force and effect as if theyltw®h made on the Closing Date;

(b) Seller shall have performed and complied witlagreements, obligations, covenants and conditiequired by this Agreement to be
performed or complied with by Seller on or priotthe Closing;

(c) The Buyer shall have received a certificatéedahe Closing Date and signed by the presidetiteoSeller to the effect set forth in Section
5.2(a) and 5.2(b) for the purpose of verifying #teuracy of such representations and warrantieshengerformance and satisfaction of such
covenants and conditions;

(d) Approval and issuance to the Buyer of a ligieense duly issued, approved and authorized byibeof Minneapolis which will allow
for the sale of liquor by the Buyer at the premistgre Buns & Roses is located;

(e) Buyer shall have obtained all necessary permnitgher authorizations which may be needed tagotntopless entertainment on the
Property;

(f) Buyer shall have received from Holmberg a Gah&arranty Deed conveying good and marketablke tiitithe Property, free and clear of
any liens, charges or encumbrances (except diéirsbn the Property to Holmberg by Buyer) andcalhtingencies and conditions pursuant to
the Earnest Money Contract shall have been fulfjlle

(9) Written termination of the existing Real Esthtmse between Holmberg and Amusement Center édetse of the Property and the
Sublease between Amusement Center and B&R II;

(h) Holmberg shall have executed and delivereduypeB the Non-Competition Agreement required by Beds.2(a);

(i) Seller shall have delivered to Buyer all instrents of assignment and bills of sale necessamatafer to Buyer good and marketable title
to the Purchased Assets;

()) The independent certified public accountantthef Buyer shall be satisfied that the Seller'skk@nd records can be audited for the fiscal
years ended 1994 and 1995 and for the current fisea of 1996



(k) Bernick and Lifson P.A., counsel for Seller andimberg, shall have delivered to Buyer the writtpinion, dated as of the Closing Date,
in form and substance satisfactory to Buyer anddtssel, to the effect set forth on Exhibit 5.24k containing such other provisions as the
parties may agree; and

() No action, suit or proceeding by or before @owrt or any governmental or regulatory authoritglshave been commenced and no
investigation by any governmental or regulatoryhatity shall have been commenced seeking to restpagvent or challenge the transacti
contemplated hereby or seeking judgments agaitier Se

ARTICLE VI
THE CLOSING

6.1 TIME AND PLACE OF CLOSING. The Closing of themsactions provided for in this Agreement ("ClgS)rshall be held at the offices
of Messerli & Kramer P.A., 1800 5th Street Towavisnneapolis, Minnesota 55402, commencing at 10:6Q &entral Daylight Time on the
sooner of (i) April 30, 1997 or (ii) five (5) busies days after the issuance and approval of arliquemse to Buyer, unless the liquor licens
not approved and issued to Buyer by April 30, 198%hich event the Closing shall occur five (5kmess days after such approval is
obtained. In the event that the liquor licenseratdeen approved and issued to Buyer by 5:00 @entral Daylight Time on July 31, 1997,
then, unless otherwise provided below, either pardy provide written notice to the other that thggzeement is canceled and terminated. In
such event, the Earnest Money, together with anguad interest, shall be delivered in the mannefosth in Article 9 hereof. In the event
that the Closing does not occur by July 31, 198¢ Seller shall have the right, but not the obiargtto extend the date of Closing, on a
month to month basis, until October 31, 1997, leyghyment to the Seller, on a month to month baé&,$25,000.00 extension fee for each
month extended. The Buyer shall make such $25,00&tension fee payment to the Seller on or befecedays prior to the end of the
month preceding the month for which an extensido ise obtained. The day on which the Closing ce@ureferred to herein as the "Closing
Date."

6.2 RELATED TRANSACTION. In addition to the purcleaand sale of the Purchased Assets and the Prothertipllowing action shall take
place contemporaneously at the Closing:

(a) Holmberg shall enter into a Non-Competition égment to be dated the Closing Date and to beeifotim of Exhibit 6.2(a), attached
hereto (the "Non-Competition Agreement"); and

(b) Holmberg and Buyer shall have duly performemnplied with and satisfied all covenants, agreesygatms and conditions required by
the Earnest Money Contract to be performed, cordpligh or satisfied by them at the Closing D:



6.3 CLOSING DOCUMENTS OF SELLER AND HOLMBERG. AtdlClosing, Seller and Holmberg shall deliver orseato be delivered to
Buyer the following:

(a) all instruments of assignment and bills of seeessary to transfer to Buyer good and marketalael¢o the Purchased Assets free and
clear of all liens, charges or encumbrances;

(b) Buyer shall have received from Holmberg a Gehéfarranty Deed conveying good and marketable titlthe Property free and clear of
all liens, charges or encumbrances (except alirston the Property to Holmberg by Buyer);

(c) Written termination agreement of the existirepREstate Lease between Holmberg and Amusemem¢identhe lease of the Property
and the Sublease between Amusement Center and B&R |

(d) officers certificate required by Section 5.2@n)d

(e) opinion of Bernick and Lifson, P.A., counseReller and Holmberg, substantially in the fornaetiied hereto as Exhibit 5.2(e).

6.4 CLOSING DOCUMENTS OF BUYER. At the Closing, Banyshall deliver or cause to be delivered to Seltet Holmberg, the following
(a) $440,000.00, payable in certified check, bamc&, or "Fed Funds" wire transfer;

(b) $60,000.00 to be transferred from the Earnestdéy Escrow Account as set forth in Section 1.4iaride Earnest Money Contract;

(c) Mortgage Promissory Note in the amount of $800,00, the form of which is set forth as ExhibR fii)(a);

(d) Promissory Note in the amount of $2,000,000t06 form of which is set forth as Exhibit 1.3 (o);

(e) First Mortgage Deed on the Property from Bugdrdolmberg, the form of which is set forth as EbihiL.3 (ii)(c);

(f) Security Agreement, the form of which is settfioas Exhibit 1.3 (ii)(d);

(g) officers certificate required by Section 5.1@)d

(h) opinion of Axelrod, Smith & Kirshbaum, coundet Buyer, substantially in the form attached herd Exhibit 5.1(g)



ARTICLE VII
INDEMNIFICATION

7.1 INDEMNIFICATION FROM THE SELLER AND HOLMBERG. fie Seller and Holmberg agree to and shall indemd#éfend (with
legal counsel reasonably acceptable to Buyer) hatdiBuyer, its officers, directors, shareholderaployees, agents, affiliates, and assigns
harmless at all times after the date of this Agreetnfrom and against and in respect of, any ligbitlaim, deficiency, loss, damage or injt
and all reasonable costs and expenses

(including reasonable attorneys' fees and cosampfuit related thereto) suffered or incurred byd arising from (a) any misrepresentation
by, or breach of any covenant or warranty of Saltddolmberg contained in this Agreement, or anhiBi, certificate, or other instrument
furnished or to be furnished by Seller or Holmbleegeunder, or any claim by a third party (regasitEfswvhether the claimant is ultimately
successful) which if true would be such a misregméstion or breach; (b) any nonfulfillment of argreement on the part of Seller or
Holmberg under this Agreement, or from any matarisrepresentation in or material omission frony, e@rtificate or other instrument
furnished or to be furnished to Buyer hereunded; @ any suit, action, proceeding, claim or inigegion, pending or threatened against or
affecting Seller or Holmberg which arises from, @fharose from, or which is based upon any mattstaie of facts existing prior to Closing.

7.2 INDEMNIFICATION FROM THE BUYER. The Buyer agre¢o and shall indemnify, defend (with legal coumeasonably acceptable to
Seller and Holmberg) and hold Seller and Holmbisgpfficers, directors, shareholders, employegents and assigns harmless at all times
after the date of Closing from and against, anetépect of any liability, claim, deficiency, lossamage, or injury, and all reasonable costs
expenses (including reasonably attorneys' feecasis$ of any suit related thereto) suffered orrirexiby Seller and Holmberg, from (a) any
misrepresentation by, or breach of any covenamtasranty of, the Buyer contained in this Agreem@nany Exhibit, certificate, or other
agreement or instrument furnished or to be furrdgheBuyer hereunder, or any claim by a third pérgardless of whether the claimant is
ultimately successful), which if true, would be kucmisrepresentation or breach; (b) any nonfaiéiht of any agreement on the part of Bl
under this Agreement, or from any misrepresentatiar omission from, any certificate or other agrent or instrument furnished or to be
furnished to Seller or Holmberg hereunder; andafg) suit, action, proceeding, claim or investigatichich arises from or which is based
upon any matter or state of facts subsequent tsit@jo

7.3 DEFENSE OF CLAIMS. If any lawsuit or enforcerhantion is filed against any party entitled to tenefit of indemnity hereunder,
written notice thereof shall be given to the indéging party as promptly as practicable (and in @wgnt not less than fifteen (15) days prior
to any hearing date or other date by which actiostrbe taken); provided that the failure of anyeimaified party to give timely notice shall
not affect rights to indemnification hereunder gxde the extent that the indemnifying party dentiaates actual damage caused by such
failure. After such notice, if the indemnifying pashall acknowledge in writing to such indemnifigakty that this Agreement applies with
respect to such lawsuit or action, then the indé&ymg party shall be entitled, if it so elects,téke control of the defense and investigation of
such lawsuit or action and to employ and engageratys of its own choice to handle and defend émees at the indemnifying party's cost,
risk and expense; and such indemnified party sfwalperate in all reasonable respects, at its aektand expense, with the indemnifying
party and such attorneys in the investigation| &l defense of such lawsuit or action and anyaparising therefrom; provided, however,
that the indemnified party may,



its own cost, participate in such investigatioraltand defense of such lawsuit or action and gpeal arising therefrom. The indemnifying
party shall not, without the prior written consefthe indemnified parties, effect any settlemdrdarmy proceeding in respect of which any
indemnified parties is a party and indemnity hasnbgought hereunder unless such settlement ofra, dtevestigation, suit, or other
proceeding only involves a remedy for the paymémaney by the indemnifying party and includes acanditional release of such
indemnified parties from all liability on claimsahare the subject matter of such proceeding.

7.4 DEFAULT OF INDEMNIFICATION OBLIGATION. If an etity or individual having an indemnification, defeand hold harmless
obligation, as above provided, shall fail to asswsmeh obligation, then the party or entities ohbais the case may be, to whom such
indemnification, defense and hold harmless obligaits due shall have the right, but not the oblaratto assume and maintain such defense
(including reasonable counsel fees and costs obaityelated thereto) and to make any settlemepay any judgment or verdict as the
individual or entities deem necessary or approgiiimisuch individual's or entities' absolute saoseidtion and to charge the cost of any such
settlement, payment, expense and costs, includaspnable attorneys' fees, to the entity or indalidhat had the obligation to provide such
indemnification, defense and hold harmless oblagatind same shall constitute an additional oblbgatif the entity or of the individual or
both, as the case may be.

ARTICLE VIII
INTEGRATION

The parties acknowledge and agree that all agretsp@rcuments, obligations and transactions contgetpby this Agreement shall be
integrated. Accordingly, if there shall be a defanbnperformance or breach of any of the samangrobligation exists 30 days after notice
of such default (five days if for nonpayment), nmerformance or breach is given to the party conimgjitthe same, the same shall constitute a
material breach of all obligations and all of sagfteements, documents, obligations and transactotifiing Seller, Holmberg, or Buyer to
pursue any or all available legal remedies at lavequity or by any of such agreements. All remgdieall be cumulative and the failure or
choice by Seller, Holmberg or Buyer to exercise ang or more remedies shall not preclude or pretenlater exercise of any such reme:
from time to time. The party committing such defanbnperformance or breach shall be responsiblthéoreasonable attorneys' fees incu

by the other party as a result of such defaultpadiormance or breach, even if such default, ndopmance or breach is subsequently cured.

ARTICLE IX
MISCELLANEOUS

9.1 NOTICES. All communications required or pergttiunder this Agreement shall be in writing and esrynmunication or delivery
hereunder shall be deemed to have been duly madeuilly delivered or sent by electronic fax omidiled by registered or certified mail,
postage prepaid, addressed to the party beingetts set forth below. All such notices and comications shall be deemed to have been
received on the date of delivery or on the thirdibess day after the mailing thereof. Any party mmywritten notice so delivered to the
other, change the address to which delivery shatiafter be made. Notices to the pa



hereto shall be made at the addresses set fodtvbel

(a) If to Seller or Holmberg, to:

Mr. Larry Holmberg Amusement Center, Inc. 300 Sdirith Street Minneapolis, Minnesota 55415 Fax:
With a copy to:

Bernick & Lifson, P.A.

Attn: Mr. Saul Bernick
5500 Wayzata Blvd., Ste. 1200
Minneapolis, Minnesota 55416

Fax: (612) 546-1003

(b) If to Buyer, to:

Mr. Robert L. Watters Rick's Cabaret Internatiomat. 3113 Bering Drive Houston, Texas 77057 F&g3] 785-2593

With a copy to:

Mr. Robert D. Axelrod Axelrod, Smith & Kirshbaum &3 Memorial Drive, Suite 700 Houston, Texas 7708X:K713) 552-0202

9.2 ASSIGNMENT. Neither this Agreement nor anywé tights, interests or obligations hereunder dfmkssigned by any of the parties
(except that Buyer may assign its rights to antyemthich is wholly owned by Buyer) without the priaritten consent of the other parties,
which consent will not be unreasonably withheldisTAgreement will be binding upon, inure to the &knof and be enforceable by the
parties and their respective heirs, personal reptaves, successors and assigns.

9.3 COUNTERPARTS. This Agreement may be executethinnumber of counterparts, which taken togethal sonstitute one and the
same instrument and each of which shall be coresidan original for all purposes.

9.4 SECTION HEADINGS. The section headings contimnethis Agreement are for convenient referendg and shall not in any way
affect the meaning or interpretation of this Agreein



9.5 ENTIRE AGREEMENT; AMENDMENT. This Agreement,gldocuments to be executed hereunder and the exhitdched hereto
constitute the entire agreement among the paréestd pertaining to the subject matter hereof apetisede all prior agreements,
understandings, negotiations and discussions, whetial or written, of the parties pertaining te gubject matter hereof, and there are no
warranties, representations or other agreementagihe parties in connection with the subject mdtézeof except as specifically set forth
herein or in documents delivered pursuant heretosipplement, amendment, alteration, modificatieaiyer or termination of this
Agreement shall be binding unless executed in mgiby the parties hereto. All of the exhibits rederto in this Agreement are hereby
incorporated into this Agreement by reference abtitute a part of this Agreement.

9.6 SURVIVAL. All warranties and representationsdie shall survive the Closing and shall be trué eorrect as of the date hereof and ¢
the Closing Date. In addition, Buyer's warrantieslisbe true and correct in accordance with threxims until all obligations have been fully
and finally performed. The respective represematiovarranties, covenants and agreements setifiatiis Agreement shall survive the
Closing for the maximum period allowed by law.

9.7 PUBLIC ANNOUNCEMENTS. The parties hereto agifeagt prior to making any public announcement otesteent with respect to the
transactions contemplated by this Agreement, tigy pi@siring to make such public announcementatestent shall consult with the other
parties hereto and exercise their best effort§ @gfee upon the text of a joint public announcenoe statement to be made by all of such
parties or (ii) obtain approval of the other partieereto to the text of a public announcementaiestent to be made solely by the party
desiring to make such public announcement; provitlediever, that if any party hereto is requireddwy to make such public announcement
or statement, then such announcement or statensnbenmade without the approval of the other partie

9.8 VALIDITY. The invalidity or unenforceability adny provision of this Agreement shall not afféw validity or enforceability of any oth
provisions of this Agreement, which shall remairiut force and effect.

9.9 WAIVER. No waiver by any party of any defaultrmn-performance shall be deemed a waiver of abgeqquent default or non-
performance, and no waiver of any kind shall beaffe unless set forth in writing and signed by plarty against whom such waiver is to be
charged.

9.10 FURTHER ASSURANCES. Each party covenantsahany time, and from time to time, after the QigsDate, it will execute such
additional instruments and take such actions asheagasonably requested by the other partiesrtfiricoor perfect or otherwise to carry out
the intent and purposes of this Agreement.

9.11 EXHIBITS NOT ATTACHED. Any exhibits not attaeti hereto on the date of execution of this Agredrsleall be deemed to be and
shall become a part of this Agreement as if exet



on the date hereof upon each of the parties imtand dating each such exhibit, upon their refpeacceptance of its terms, conditions
and/or form.

9.12 EXPENSES. All expenses incurred by the pahésto in connection with or related to the auttation, preparation and execution of
this Agreement and the Closing of the transactammtemplated hereby, shall be borne solely andedntdy the party which has incurred the
same.

9.13 ATTORNEYS' REVIEW. In connection with the néigtion and drafting of this Agreement, the partiegresent and warrant to each
other that they have had the opportunity to besadl/by attorneys of their own choice.

9.14 GENDER. All personal pronouns used in thise®gnent shall include the other genders, whethet insthe masculine, feminine or
neuter gender, and the singular shall include thep and vice versa, whenever appropriate.

9.15 JURISDICTION. This Agreement was entered intthe City of Minneapolis, State of Minnesota, dhd laws of the State of Minnesota
shall govern and be applicable to this Agreemedtaary interpretation or construction thereto.

9.16 RETURN OF EARNEST MONEY. In the event theradsClosing on this Agreement based upon this Agese being canceled and
terminated as permitted in either Section 5.1 @tiBe 5.2, then the Earnest Money, together withaecrued interest shall be refunded to
Buyer as soon as is practicable (not more than(&y&usiness days) after either party cancelstamdinates this Agreement by providing
written notice of such cancellation and terminatiothe other party. Notwithstanding the foregoiifithe Closing does not occur for a reason
other than the cancellation or termination as peechin either

Section 5.1 or Section 5.2, or if the Closing deesoccur as a result of a determination by ther@o# Directors of the Buyer not to
consummate the transactions contemplated herefay tiie Sellers and Shareholder shall receive gragiyregate, $50,000.00 of the Earnest
Money as liquidated damages, which shall be thwéa and exclusive remedy.

IN WITNESS WHEREOF, the parties hereto have exetuotecaused this Agreement to be executed effeasvef the day and year first
above written.

AMUSEMENT CENTER, INC.

By: /s/ LARRY HOLMBERG

Larry Holmberg, President



BUNS & ROSES I, INC.

By: /s/ LARRY HOLMBERG

Larry Holmberg, President

/sl LARRY HOLMBERG

LARRY HOLMBERG, Individually

RICK'S CABARET INTERNATIONAL, INC.

By: /s ROBERT L. WATTERS

Robert L. Watters, President



Exhibit 10.2

EARNEST MONEY CONTRACT
("AGREEMENT")

THIS EARNEST MONEY CONTRACT IS MADE AND ENTERED IND AS OF THE 24TH DAY OF DECEMBER, 1996, BETWEEN
LARRY A. HOLMBERG, A SINGLE INDIVIDUAL ("SELLER") AND RICK'S CABARET INTERNATIONAL, INC., A TEXAS
CORPORATION, WHOSE INTEREST IS TO BE ASSIGNED TOC®RPORATION TO BE FORMED (BOTH HEREINAFTER
REFERRED TO AS "PURCHASER").

IN CONSIDERATION OF THE COVENANTS AND AGREEMENTS CO NTAINED HEREIN, THE PARTIES AGREE AS
FOLLOWS:

1. PROPERTY TO BE PURCHASED. SUBJECT TO COMPLIANGETH THE TERMS AND CONDITIONS OF THIS AGREEMENT,
SELLER SHALL SELL TO PURCHASER AND PURCHASER SHAIRURCHASE FROM SELLER THE FOLLOWING
(COLLECTIVELY THE

"PROPERTY"):

A. THE REAL PROPERTY LOCATED AT 300 SOUTH THIRD SHET, CITY OF MINNEAPOLIS, COUNTY OF HENNEPIN, STATE
OF MINNESOTA, LEGALLY DESCRIBED IN EXHIBIT A ATTACHED HERETO SUBJECT TO FURTHER VERIFICATION BY
SURVEY AND TITLE COMPANY, TOGETHER WITH ALL EASEMENS, TENEMENTS, HEREDITAMENTS, AND
APPURTENANCES BELONGING THERETO (THE "REAL PROPERTMND ALL BUILDINGS, STRUCTURES AND OTHER
IMPROVEMENTS ERECTED OR PLACED ON SAID REAL PROPERTTHE "IMPROVEMENTS");

B. ALL SUPPLIES, TOOLS, MACHINERY, EQUIPMENT, AND THER ITEMS OF PERSONAL PROPERTY LOCATED IN THE
IMPROVEMENTS OR USED OR USEFUL IN CONNECTION WITHHE MAINTENANCE, MANAGEMENT OR OPERATION OF
SAID REAL PROPERTY OR THE IMPROVEMENTS (THE "PERS®N PROPERTY");

C. ALL LEASES AND TENANCIES PERTAINING TO THE FOREGING;
D. ALL PERMITS, LICENSES, WARRANTIES, CONTRACT RIGF5 AND INTANGIBLES TO BE ASSIGNED TO PURCHASER.

2. PURCHASE PRICE. THE PURCHASE PRICE FOR THE PRRPE ("PURCHASE PRICE") SHALL BE THE SUM OF SEVEN
HUNDRED FIFTY THOUSAND AND NO/100 DOLLARS ($750,0000) PAYABLE AS FOLLOWS:

A. SIXTY THOUSAND AND NO/100 DOLLARS ($60,000.00) AEARNEST MONEY (THE "EARNEST MONEY") WHICH SHALL B
DEPOSITED BY PURCHASER WITH FIRST AMERICAN TITLE ISURANCE COMPANY, 1150 METROPOLITAN CENTRE, 333
SOUTH SEVENTH STREET, MINNEAPOLIS, MINNESOTA 554 ESCROW AGENT") CONTEMPORANEOUSLY WITH
PURCHASER DELIVERING THIS OFFER TO PURCHASE TO SHR. THE EARNEST MONEY SHALL BE PLACED AND HELD
BY ESCROW AGENT IN ITS COMMERCIAL INTEREST BEARIN@GCCOUNT IN ACCORDANCE WITH AN ESCROW
AGREEMENT IN SUBSTANTIALLY THE FORM ATTACHED HERETQAS EXHIBIT B ("ESCROW AGREEMENT"). ANY AND ALL
INTEREST ACCRUING ON THE EARNEST MONEY SHALL BE PRITO PURCHASER AND SHALL ACCRUE SOLELY FOR
PURCHASER'S BENEFIT,;

B. ONE HUNDRED NINETY THOUSAND AND NO/100 DOLLARS$190,000.00) IN CASH AT CLOSING; AND

C. FIVE HUNDRED THOUSAND AND NO/100 DOLLARS ($50000.00) BY PURCHASER EXECUTING A PROMISSORY NOTE IN
THE FORM ATTACHED AS EXHIBIT C, SECURED BY A COMBINTION



MORTGAGE, SECURITY AGREEMENT AND FIXTURE FINANCINGTATEMENT IN THE FORM ATTACHED AS EXHIBIT D
AND UCC-2 FINANCING STATEMENT IN THE FORM ATTACHEDAS EXHIBIT E. THE PROMISSORY NOTE SHALL BE
GUARANTEED BY RICK'S CABARET INTERNATIONAL, INC. INTHE FORM ATTACHED HERETO AS EXHIBIT F.

3. TITLE TO BE DELIVERED. SELLER AGREES TO CONVEY MRKETABLE FEE SIMPLE TITLE IN THE PROPERTY TO
PURCHASER SUBJECT ONLY TO SUCH EXCEPTIONS TO TITIRS PURCHASER APPROVES IN WRITING.

A. AS SOON HEREAFTER AS PURCHASER ELECTS AT SELLERBOLE COST AND EXPENSE, BUYER SHALL:

I. CAUSE TO BE ISSUED AND DELIVERED TO PURCHASER@OMMITMENT FOR AN ALTA FORM B EXTENDED COVERAGE
OWNER'S TITLE INSURANCE POLICY (THE "COMMITMENT")$SUED BY FIRST AMERICAN TITLE INSURANCE COMPANY,
MINNEAPOLIS, MINNESOTA (THE "TITLE COMPANY") WHEREN SAID TITLE COMPANY AGREES TO ISSUE TO PURCHASER
UPON THE RECORDING OF THE DEED AND OTHER CONVEYANJBEOCUMENTS REFERRED TO HEREIN AN ALTA FORM B
OWNER'S TITLE INSURANCE POLICY (THE "TITLE POLICY")N THE FULL AMOUNT OF THE PURCHASE PRICE WITH A
ZONING ENDORSEMENT AND SO-CALLED OWNER'S EXTENDED@/ERAGE ENDORSEMENT. THE COMMITMENT WILL BE
ACCOMPANIED BY COPIES OF ALL RECORDED DOCUMENTS AEETING THE PROPERTY;

II. CAUSE TO BE DELIVERED TO PURCHASER AT SELLERSOLE COST AND EXPENSE A CURRENT "AS BUILT" SURVEY
(THE "SURVEY") OF THE PROPERTY PREPARED BY A DULYICENSED LAND SURVEYOR IN THE STATE OF MINNESOTA
APPROVED BY PURCHASER. THE SURVEY SHALL BE PREPAREN ACCORDANCE WITH THE MINIMUM STANDARD
DETAIL REQUIREMENTS ESTABLISHED FOR ALTA/ACSM LANDTITLE SURVEYS, SHALL DELINEATE THE BOUNDARY
LINES OF THE REAL PROPERTY AND THE LOCATION OF THIMPROVEMENTS THEREON, TOGETHER WITH SETBACKS,
PHYSICAL ENCROACHMENTS FROM OR ON THE REAL PROPERTEFASEMENTS AND RIGHTS OF WAY, AND ALL OTHER
MATTERS AFFECTING THE REAL PROPERTY. THE SURVEY SHA BE CERTIFIED TO PURCHASER, THE TITLE COMPANY
AND, IF APPLICABLE, PURCHASER'S LENDER, AND SHALL B SUFFICIENT TO CAUSE THE TITLE COMPANY TO DELETE
ANY EXCEPTION FOR SURVEY MATTERS FROM THE TITLE POCY; AND

[I. NOTWITHSTANDING THE ABOVE, PURCHASER SHALL PAYTHE INITIAL COST OF THE TITLE COMMITMENT AND "AS
BUILT" SURVEY, SELLER SHALL REIMBURSE PURCHASER FORUCH COST AT CLOSING, OR IF SELLER DEFAULTS ON
THE PERFORMANCE OF THIS AGREEMENT OR ON THE PERFORNICE OF THAT CERTAIN ASSET PURCHASE AGREEMEN
DATED THE DAY OF DECEMBER, 1996, ENTERED INTBETWEEN AMUSEMENT CENTER, INC., A MINNESOTA
CORPORATION AND BUNS & ROSES Il, INC., A MINNESOTEORPORATION (COLLECTIVELY REFERRED TO THEREIN AS
"SELLER"), LARRY HOLMBERG, AN INDIVIDUAL AND THE SOLE SHAREHOLDER OF AMUSEMENT CENTER, INC., AND
RICK'S CABARET INTERNATIONAL, INC., A TEXAS CORPORAION OR A CORPORATION TO BE FORMED AS BUYER
(HEREINAFTER REFERRED TO AS "ASSET PURCHASE AGREENIE'). IF PURCHASER DEFAULTS ON THIS AGREEMENT,
SELLER SHALL NOT BE REQUIRED TO REIMBURSE PURCHASHFOR THE COST OF THE TITLE COMMITMENT AND "AS
BUILT" SURVEY.

B. PURCHASER SHALL HAVE TWENTY (20) DAYS AFTER REGET OF THE TITLE COMMITMENT AND SURVEY TO RENDER
OBJECTIONS TO TITLE IN WRITING TO SELLER AND SELLEBHALL HAVE TWENTY (20) DAYS FROM THE DATE IT
RECEIVES SUCH OBJECTIONS TO HAVE THE SAME REMOVELDRGATISFIED. IF SELLER SHALL FAIL TO HAVE SUCH
OBJECTIONS REMOVED WITHIN THAT TIME, PURCHASER MAYAT ITS SOLE DISCRETION, EITHER (A) TERMINATE THIS
AGREEMENT WITHOUT ANY LIABILITY ON ITS PART AND RECEIVE A REFUND OF THE EARNEST MONEY (TOGETHER
WITH ACCRUED INTEREST), OR (B) IF THI



OBJECTIONS ARE SUCH THAT THEY MAY BE REMOVED BY THEXPENDITURES OF SUMS OF MONEY, TAKE TITLE TO
THE PROPERTY, DISCHARGE SUCH OBJECTIONS, AND RECEY CREDIT AGAINST THE PURCHASE PRICE FOR THE SU}
SO EXPENDED, OR (C) IF THE OBJECTIONS ARE SUCH THAHEY MAY NOT BE REMOVED BY EXPENDITURES OF SUMS
OF MONEY, TAKE TITLE SUBJECT TO SUCH OBJECTIONS. BEER AGREES TO USE ITS BEST EFFORTS TO PROMPTLY
SATISFY ANY SUCH OBJECTIONS.

4. DELIVERY OF DOCUMENTS UPON EXECUTION. IF IN SEIHR'S POSSESSION OR SELLER CAN REASONABLY ACQUIRE,
SELLER SHALL DELIVER TO PURCHASER WITHIN SIXTY (60PAYS OF FULL EXECUTION AND DELIVERY OF THIS
AGREEMENT, ALL OF THE FOLLOWING (THE "PROPERTY DATA:

A. A COPY OF SELLER'S LATEST TITLE INSURANCE POLIC®YN THE REAL PROPERTY;
B. COPIES OF ANY "AS-BUILT" SURVEYS AND TOPOGRAPHKL SURVEYS OF THE PROPERTY IN SELLER'S POSSESSION,;
C. COPIES OF ANY AND ALL PLANS AND SPECIFICATIONS®R THE PROPERTY IN SELLER'S POSSESSION;

D. COPIES OF ANY TERMITE INSPECTION REPORTS, TERNHREPAIR BONDS OR ANY OTHER TERMITE BOND FOR THE
PROPERTY IN SELLER'S POSSESSION,;

E. COPIES OF ANY SOIL TEST BORINGS, STRUCTURAL ORE@HANICAL ENGINEERING REPORTS, ENVIRONMENTAL
STUDIES OR ANY OTHER DOCUMENTATION PERTAINING TO THPHYSICAL CONDITION OF THE REAL PROPERTY OR Tt
IMPROVEMENTS IN SELLER'S POSSESSION,;

F. COPIES OF ANY UNPAID AND THE MOST RECENT REAL BEBTE AND PERSONAL PROPERTY TAX BILLS FOR THE
PROPERTY AND ANY SUBSEQUENT NOTICES OF REASSESSMENT

G. ALIST OF ALL UTILITY ACCOUNT NUMBERS AND THEIRRESPECTIVE ADDRESSES FOR ALL UTILITIES SERVING THE
PROPERTY, AND COPIES OF ALL BILLS FOR EACH ACCOUNAOR THE PAST 12 MONTHS, TOGETHER WITH FORM LETTE
PROVIDED BY PURCHASER TO BE SIGNED BY SELLER ADDRESD TO ALL UTILITY PROVIDERS AUTHORIZING
PURCHASER AND ITS AGENTS TO MAKE THE INQUIRIES RERRED TO IN SECTION 5 HEREOF,;

H. ALIST OF ALL PROPERTY EMPLOYEES, THEIR JOB TI'HS AND DESCRIPTIONS, THEIR PRESENT SALARIES OR WAGSE
BENEFITS AND TERM OF THEIR EMPLOYMENT,;

I. COPIES OF ALL OPERATING AND MAINTENANCE AGREEMENS AND SERVICE CONTRACTS, WHICH EXCEED ONE
MONTH IN LENGTH, INCLUDING ANY TELEPHONE DIRECTORYADVERTISEMENT CONTRACT, AND CABLE TELEVISION
AGREEMENTS OR EASEMENTS IN EFFECT AT THE PROPERTY;

J. ALIST OF ALL TANGIBLE PERSONAL PROPERTY TO BERANSFERRED IN THIS TRANSACTION,;

K. COPIES OF ALL PROMISSORY NOTES, MORTGAGES, DEEDE TRUST, CONTRACTS FOR DEED, ASSIGNMENTS OF
RENTS AND OTHER DOCUMENTS EVIDENCING THE EXISTINGIRANCING,;

L. COPIES OF ANY INSURANCE POLICIES COVERING THE PRERTY;
M. ANY OTHER INFORMATION RELATING TO THE PROPERTY BASONABLY REQUESTED BY PURCHASER.

5. INSPECTIONS. PURCHASER, ITS COUNSEL, ACCOUNTANTSSENTS AND OTHER REPRESENTATIVES, SHALL HAVE
FULL AND CONTINUING ACCESS TO THE PROPERTY AND ALPARTS THEREOF, AS WELL AS TO ALL ITEMS REFERRED
TO



IN SECTION 4 AND ALL OTHER PAPERS AND DOCUMENTS GHELLER AS THEY RELATE TO THE TITLE, PHYSICAL
CONDITION, DEVELOPMENT AND OPERATION OF THE PROPERTPURCHASER AND ITS AGENTS AND REPRESENTATIVE
SHALL ALSO HAVE THE RIGHT TO ENTER UPON THE PROPERTDURING REASONABLE BUSINESS HOURS AFTER THE
EXECUTION AND DELIVERY HEREOF FOR ANY PURPOSE WHATHEVER, INCLUDING INSPECTING, SURVEYING,
ENGINEERING, TEST BORING, PERFORMANCE OF ENVIRONMHENL TESTS AND SUCH OTHER WORK AS PURCHASER
SHALL CONSIDER APPROPRIATE AND SHALL HAVE THE FURTER RIGHT TO MAKE SUCH INQUIRIES OF HOLDERS OF
EXISTING FINANCING, GOVERNMENTAL AGENCIES AND UTILTY COMPANIES, ETC., AND TO MAKE SUCH FEASIBILITY
STUDIES AND ANALYSES AS IT CONSIDERS APPROPRIATEQLLECTIVELY THE "INSPECTIONS"). PURCHASER SHALL
INDEMNIFY AND HOLD SELLER, ITS AGENTS OR AFFILIATESHARMLESS FROM ANY AND ALL LIABILITIES, LOSSES,
COSTS AND EXPENSES (INCLUDING COURT COSTS AND REASABLE ATTORNEYS' FEES) INCURRED BY SELLER DUE TO
THE DEATH OR INJURY OF ANY PERSON AND DAMAGE TO ANYPROPERTY CAUSED BY OR ARISING OUT OF ANY
INSPECTION OF THE PROPERTY PURSUANT TO THIS PARAGRIA.

6. RISK OF LOSS. UNTIL THE CLOSING DATE, SELLER SHA HAVE THE FULL RESPONSIBILITY AND THE ENTIRE -----------
LIABILITY FOR ANY AND ALL DAMAGES OR INJURY OF ANY KIND WHATSOEVER TO THE REAL PROPERTY, THE
IMPROVEMENTS THEREON, ANY AND ALL PERSONS, WHETHERMPLOYEES OR OTHERWISE, AND ALL PROPERTY FROM
AND CONNECTED TO THE PROPERTY. IF, PRIOR TO THE C8BMG, THE PROPERTY IS DAMAGED OR THE IMPROVEMENTS
ARE DESTROYED OR THE REAL PROPERTY SHALL BE THE SUBCT OF AN ACTION IN EMINENT DOMAIN OR A PROPOSE
TAKING BY A GOVERNMENTAL AUTHORITY, WHETHER TEMPORARY OR PERMANENT, SELLER SHALL IMMEDIATELY
NOTIFY PURCHASER OF SUCH DAMAGE, DESTRUCTION OR PROSED TAKING, AND PURCHASER, AT ITS SOL
DISCRETION, SHALL HAVE THE RIGHT TO TERMINATE THISAGREEMENT UPON NOTICE TO SELLER WITHOUT LIABILITY
ON ITS PART BY SO NOTIFYING SELLER AND THE EARNESWIONEY AND ALL OTHER SUMS HERETOFORE PAID BY
PURCHASER (WITH ACCRUED INTEREST) SHALL BE REFUNDEDO PURCHASER. IF THE REAL PROPERTY OR
IMPROVEMENTS ARE DAMAGED BUT PURCHASER DOES NOT EXEISE ITS RIGHT OF TERMINATION, SELLER SHALL
PROCEED FORTHWITH TO REPAIR THE DAMAGE TO THE REARROPERTY AND IMPROVEMENTS AND ANY AND ALL
PROCEEDS ARISING OUT OF SUCH DAMAGE OR DESTRUCTIOR, THE SAME BE INSURED, OR OUT OF ANY SUCH
EMINENT DOMAIN TAKING, SHALL BE HELD IN TRUST BY SHLER FOR THE BENEFIT OF SUCH REPAIR AND PAID OVER
TO THE PARTIES PERFORMING SUCH REPAIRS, IF SUCH RS ARE COMPLETED PRIOR TO THE CLOSING DATE, OR
PAID TO PURCHASER ON THE CLOSING DATE IF THE REPATRARE NOT COMPLETED AS OF SUCH DATE. IN NO EVENT
SHALL THE PURCHASE PRICE BE INCREASED BY THE AMOUNOF ANY SUCH PROCEEDS. SELLER AGREES TO KEEP THE
PROPERTY CONTINUALLY INSURED DURING THE TERM OF T8 AGREEMENT UNDER A POLICY OF FIRE AND EXTENDE
COVERAGE INSURANCE WITH AN ACTUAL REPLACEMENT COSENDORSEMENT.

7. OPERATION OF PROPERTY PRIOR TO CLOSING. UNTIL EKCLOSING DATE, SELLER SHALL HAVE THE FULL
RESPONSIBILITY FOR THE CONTINUED OPERATION OF THEROPERTY. PRIOR TO THE CLOSING DATE:

A. SELLER SHALL NOT CAUSE ANY NEW LIENS, CONTRACT®SR ENCUMBRANCES TO BE CREATED BY SELLER AGAINST
THE PROPERTY;

B. SELLER SHALL CONTINUE TO COMPLY WITH ALL OF THEEANDLORD'S DUTIES AND OBLIGATIONS AS SET FORTH IN
THE TENANT LEASE;

C. SELLER SHALL CONTINUE TO OPERATE, REPAIR, AND MATAIN THE PROPERTY IN THE SAME MANNER AS IT HAS
PRIOR TO THE DATE OF THIS AGREEMENT.

8. REPRESENTATIONS AND WARRANTIES OF SELLER. IN OFR TO INDUCE PURCHASER TO ENTER INTO THIS
AGREEMENT AND PURCHASE THE PROPERTY, SELLER HEREBREPRESENTS AND WARRANTS TO PURCHASER AS
FOLLOWS:

A. NO ACTION IN CONDEMNATION, EMINENT DOMAIN OR PUR.IC TAKING PROCEEDINGS ARE NOW PENDING OR
CONTEMPLATED AGAINST THE REAL PROPERTY



B. NO ORDINANCE OR HEARING IS NOW BEFORE ANY LOCAGOVERNMENTAL BODY WHICH EITHER CONTEMPLATES
OR AUTHORIZES ANY PUBLIC IMPROVEMENTS OR SPECIAL TALEVIES, THE COST OF WHICH MAY BE ASSESSED
AGAINST THE REAL PROPERTY. THERE ARE NO SPECIAL ABSSMENTS CURRENTLY A LIEN AGAINST OR ENCUMBERIN
THE REAL PROPERTY;

C. SELLER HAS OR WILL HAVE AS OF THE DATE OF CLOSIBIGOOD AND MARKETABLE FEE SIMPLE TITLE INTEREST TO
THE REAL PROPERTY;

D. TO THE BEST OF SELLER'S KNOWLEDGE, THE REAL PRERTY AND THE IMPROVEMENTS ARE IN FULL COMPLIANCE
WITH ALL ZONING AND BUILDING LAWS, INCLUDING, BUT NOT LIMITED TO, THE AMERICANS WITH DISABILITIES ACT
OF 1990 AND ALL RULES AND REGULATIONS RELATING THERTO, AND THERE ARE NO NOTICES, ORDERS, SUITS,
JUDGMENTS OR OTHER PROCEEDINGS RELATING TO FIRE, BDING, ZONING, AIR POLLUTION OR HEALTH VIOLATIONS
THAT HAVE NOT BEEN CORRECTED. NO FIRE INSURANCE UNERWRITER OR GOVERNMENTAL AUTHORITY HAS
REQUESTED ANY ALTERATIONS OR ANY ADDITIONS TO THE ROPERTY;

E. THE PROPERTY WILL AS OF THE CLOSING DATE BE FREEND CLEAR OF ALL LIENS, SECURITY INTERESTS, ALL
ENCUMBRANCES, LEASES OR OTHER RESTRICTIONS OR OBJEGNS TO TITLE EXCEPT AS PERMITTED BY THIS
AGREEMENT;

F. TO THE BEST OF SELLER'S KNOWLEDGE, THE PROPERISYAND WILL BE IN GOOD REPAIR AND CONDITION ON THE
CLOSING DATE. THE HEATING, VENTILATING, AIR CONDITDNING, PLUMBING AND ELECTRICAL SYSTEMS ARE IN GOOI
WORKING ORDER AND REPAIR AND THE ROOF AND EXTERIORW/ALLS OF THE IMPROVEMENTS ARE STRUCTURALLY
SOUND AND FREE OF DEFECTS OR CRACKS. THERE ARE NEMS OF DEFERRED MAINTENANCE OR REPAIR;

G. ALL LABOR OR MATERIALS WHICH HAVE BEEN FURNISHEDIO THE PROPERTY HAVE BEEN FULLY PAID FOR OR WIL
BE FULLY PAID FOR PRIOR TO THE CLOSING DATE SO THANO LIEN FOR LABOR OR MATERIALS RENDERED CAN BE
ASSERTED AGAINST THE PROPERTY;

H. THE WATER SERVICE AND SEWER LINES AND SYSTEMS AMLABLE TO AND SERVING THE PROPERTY HAVE
ADEQUATE CAPACITY FOR CURRENT OPERATIONS FOR TRANSSKION OF WATER, SANITARY AND STORM FLOWAGE,
AND THE PROPERTY DOES NOT CONTAIN AND TO SELLER'SNOWLEDGE HAS NOT EVER CONTAINED ANY
UNDERGROUND STORAGE TANKS;

I. TO THE BEST OF SELLER'S KNOWLEDGE, ALL IMPROVEMIETS UPON THE REAL PROPERTY ARE WHOLLY WITHIN THE
BOUNDARY LINES OF THE PROPERTY AND DO NOT ENCROACHPON ANY ADJACENT PROPERTY AND NO
IMPROVEMENTS ON ANY ADJACENT PROPERTY ENCROACH UPONHE REAL PROPERTY;

J. THE REAL PROPERTY IS IN COMPLIANCE WITH ALL SUBIVISION AND PLATTING REGULATIONS AND SELLER HAS
NOT RECEIVED ANY NOTICE OF VIOLATION OF APPLICABLERULES, REGULATIONS, ORDINANCES, AND REQUIREMENT
OF EACH GOVERNMENTAL AUTHORITY HAVING JURISDICTIONOVER THE PROPERTY, CONSTITUTES A SEPARATE TAX
PARCEL OR PARCELS AND IS ZONED FOR ITS PRESENT UBETHOUT VARIANCE, IS NOT A NON-CONFORMING USE AND
MAY BE CONVEYED WITHOUT THE NECESSITY OF THE FILIN®F A PLAT OR REPLAT OR SUBDIVISION OR
RESUBDIVISION,;

K. ALL SERVICE CONTRACTS AFFECTING THE PROPERTY AREANCELABLE WITHOUT PENALTY ON THIRTY (30) DAYS'
NOTICE OR LESS



L. THERE WILL BE NO PARTIES WITH RIGHTS TO POSSESHN TO THE PROPERTY AT CLOSING.

M. TO THE BEST OF SELLER'S KNOWLEDGE, THE EXISTINGND ALL PRIOR USES OF THE PROPERTY AND ITS EXISTING
AND, TO THE BEST OF SELLER'S KNOWLEDGE, ALL PRIORSES COMPLY AND HAVE AT ALL TIMES COMPLIED WITH,
AND SELLER IS NOT IN VIOLATION OF AND HAS NOT VIOLATED, IN CONNECTION WITH ITS OWNERSHIP, USE,
MAINTENANCE OR OPERATION OF THE PROPERTY AND THE @UCT OF THE BUSINESS RELATED THERETO, ANY
APPLICABLE FEDERAL, STATE, COUNTY OR LOCAL STATUES,AWS, REGULATIONS, RULES, ORDINANCES, CODES,
STANDARDS, ORDERS, LICENSES AND PERMITS OF ANY GOREMENTAL AUTHORITIES RELATING TO
ENVIRONMENTAL MATTERS (BEING HEREINAFTER COLLECTIVEY REFERRED TO AS THE "ENVIRONMENTAL LAWS"),
INCLUDING BY WAY OF ILLUSTRATION AND NOT BY WAY OF LIMITATION (A) THE CLEAN AIR ACT, THE FEDERAL
WATER POLLUTION CONTROL ACT OF 1972, THE RESOURCESSERVATION AND RECOVERY ACT OF 1976, THE
COMPREHENSIVE ENVIRONMENTAL RESPONSE, COMPENSATIONND LIABILITY ACT OF 1980, THE TOXIC SUBSTANCES
CONTROL ACT, OR THE MINNESOTA ENVIRONMENTAL RESPONSAND LIABILITY ACT, (INCLUDING ANY AMENDMENTS
OR EXTENSIONS THEREOF AND ANY RULES, REGULATIONSTSNDARDS OR GUIDELINES ISSUED PURSUANT TO ANY C
SAID ENVIRONMENTAL LAWS), AND (B) ALL OTHER APPLICABLE ENVIRONMENTAL STANDARDS OR REQUIREMENTS.
WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, D THE BEST OF SELLER'S KNOWLEDGE: (I) NEITHER
SELLER, ITS AGENTS, EMPLOYEES AND INDEPENDENT CONARTORS NOR ANY TENANT, HAS OPERATED THE
PROPERTY FOR THE PURPOSE OF RECEIVING, HANDLING, lN&, STORING, TREATMENT, TRANSPORTING OR DISPOSING
OF PETROLEUM PRODUCTS OR ANY HAZARDOUS MATERIAL ABEFINED IN SAID ENVIRONMENTAL LAWS, OTHER
TOXIC, DANGEROUS OR HAZARDOUS CHEMICALS, MATERIALSSUBSTANCES, POLLUTANTS AND WASTES, OR ANY
CHEMICAL, MATERIAL OR SUBSTANCE, EXPOSURE TO WHICHS PROHIBITED, LIMITED OR REGULATED BY ANY
FEDERAL, STATE, COUNTY, REGIONAL OR LOCAL AUTHORITYALL THE FOREGOING BEING HEREINAFTER
COLLECTIVELY REFERRED TO AS "HAZARDOUS MATERIALS")(Il) THERE ARE NO EXISTING OR PENDING REMEDIAL
ACTIONS OR OTHER WORK, REPAIRS, CONSTRUCTION OR GARL EXPENDITURES WITH RESPECT TO THE PROPERTY IN
CONNECTION WITH THE ENVIRONMENTAL LAWS, NOR HAS SELER RECEIVED ANY NOTICE OF ANY OF THE SAME; (lll)
NO HAZARDOUS MATERIALS HAVE BEEN OR WILL BE RELEASPE INTO THE ENVIRONMENT, OR HAVE BEEN OR WILL BE
DEPOSITED, SPILLED, DISCHARGED, PLACED OR DISPOSEIF AT, ON, OR, TO THE BEST OF SELLER'S KNOWLEDGE,
ADJACENT TO THE PROPERTY, NOR HAS THE PROPERTY BEBHSED AT ANY TIME BY ANY PERSON AS A LANDFILL OR #
DISPOSAL SITE FOR HAZARDOUS MATERIALS OR FOR GARBAL WASTE OR REFUSE OF ANY KIND; (IV) THERE ARE NO
ELECTRICAL TRANSFORMERS OR OTHER EQUIPMENT CONTAING DIELECTRIC FLUID CONTAINING
POLYCHLORINATED BIPHENYLS LOCATED IN, ON OR UNDER HIE PROPERTY, NOR ARE THERE ANY ASBESTOS
CONTAINING MATERIALS CONTAINED IN, ON OR UNDER THEPROPERTY; (V) THERE ARE NO LOCATIONS OFF THE
PROPERTY WHERE HAZARDOUS MATERIALS GENERATED BY OBN THE PROPERTY HAVE BEEN TREATED, STORED,
DEPOSITED OR DISPOSED OF; (VI) TO THE BEST OF SEIR'E KNOWLEDGE, THERE IS NO FACT PERTAINING TO THE
PHYSICAL CONDITION OF EITHER THE PROPERTY OR THE AR SURROUNDING THE PROPERTY NOT DISCLOSED IN THE
PROPERTY DATA AND WHICH MATERIALLY ADVERSELY AFFECT OR WILL MATERIALLY ADVERSELY AFFECT THE
PROPERTY OR THE USE OR ENJOYMENT OR THE VALUE THERE OR SELLER'S ABILITY TO PERFORM THE
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT,; (VIITHE SALE OF THE PROPERTY BY SELLER TO PURCHASER
DOES NOT REQUIRE NOTICE TO OR THE PRIOR APPROVALONSENT OR PERMISSION OF ANY FEDERAL, STATE OR
LOCAL GOVERNMENTAL AGENCY, BODY, BOARD OR OFFICIAL{VIIl) NO NOTICES OF ANY VIOLATION OF ANY OF THE
MATTERS REFERRED TO IN THE FOREGOING SECTIONS REUNG TO THE PROPERTY OR ITS USE HAVE BEEN RECEIVED
BY SELLER AND THERE ARE NO WRITS, INJUNCTIONS, DEGHES, ORDERS OR JUDGMENTS OUTSTANDING, NO
LAWSUITS, CLAIMS, PROCEEDINGS OR INVESTIGATIONS PENNG OR THREATENED, RELATING TO THE OWNERSHIP,
USE, MAINTENANCE OR OPERATION OF THE PROPERTY, NOR THERE ANY BASIS FOR ANY SUCH LAWSUIT, CLAIM,
PROCEEDING OR INVESTIGATION BEING INSTITUTED OR FHD.



THE REPRESENTATIONS AND WARRANTIES SET FORTH IN THISECTION 8 SHALL BE CONTINUING AND SHALL BE TRUE
AND CORRECT ON AND AS OF THE CLOSING DATE WITH THEAME FORCE AND EFFECT AS IF MADE AT THAT TIME AND
ALL SUCH REPRESENTATIONS AND WARRANTIES SHALL SURWIE CLOSING AND SHALL NOT BE AFFECTED BY ANY
INVESTIGATION, VERIFICATION OR APPROVAL BY ANY PART HERETO OR BY ANYONE ON BEHALF OF ANY PARTY
HERETO AND SHALL NOT MERGE INTO THE WARRANTY DEED BING DELIVERED BY SELLER AT CLOSING. SELLER
AGREES TO INDEMNIFY AND HOLD PURCHASER HARMLESS FRDAND AGAINST AND TO REIMBURSE PURCHASER
WITH RESPECT TO ANY AND ALL CLAIMS, DEMANDS, CAUSE®F ACTION, LOSS, DAMAGE, LIABILITIES, AND COSTS
(INCLUDING ATTORNEYS' FEES AND COURT COSTS) ASSERDEAGAINST OR INCURRED BY PURCHASER BY REASON OF
OR ARISING OUT OF THE BREACH OF ANY REPRESENTATIOBIR WARRANTY AS SET FORTH IN THIS SECTION 8.

9. CONDITIONS PRECEDENT TO CLOSING. THE CLOSING OHE TRANSACTION CONTEMPLATED BY THIS AGREEMENT
AND ALL THE OBLIGATIONS OF PURCHASER UNDER THIS AGREMENT ARE SUBJECT TO FULFILLMENT, ON OR BEFORE
THE CLOSING DATE AS DEFINED IN THE ASSET PURCHASEGREEMENT:

A. THE REPRESENTATIONS AND WARRANTIES MADE BY SELLE IN SECTION 8 SHALL BE CORRECT AS OF THE CLOSING
DATE WITH THE SAME FORCE AND EFFECT AS IF SUCH REEBENTATIONS AND WARRANTIES WERE MADE AT SUCH
TIME. IT SHALL BE A CONDITION PRECEDENT TO CLOSINGHAT ANY REPRESENTATIONS AND WARRANTIES MADE "TO
THE BEST OF SELLER'S KNOWLEDGE" BY SELLER IN SECTN8 SHALL BE CONSIDERED REPRESENTATIONS AND
WARRANTIES THAT MUST BE TRUE AS OF THE DATE OF CLOSG AS DETERMINED BY PURCHASER'S OWN
INDEPENDENT INVESTIGATIONS AND IF SUCH REPRESENTADNS AND WARRANTIES ARE NOT TRUE, THEN PURCHASE
SHALL NOT BE OBLIGATED TO CLOSE THE TRANSACTION CONEMPLATED BY THIS AGREEMENT,;

B. THE STATUS AND MARKETABILITY OF TITLE SHALL HAVE BEEN ESTABLISHED TO PURCHASER'S SATISFACTION IN
ACCORDANCE WITH
SECTION 3;

C. ALL OF THE CONDITIONS TO THE OBLIGATIONS OF PURGASER PURSUANT TO THIS AGREEMENT AND THE
PARAGRAPH 5.2 OF THE ASSET PURCHASE AGREEMENT HAWEEN SATISFIED OR WAIVED BY PURCHASER; AND

D. ALL CONDITIONS PRECEDENT TO CLOSING ON THE ASSHIURCHASE AGREEMENT HAVE BEEN FULFILLED AND A
CLOSING HAS OCCURRED BETWEEN SELLER AND BUYER PURBNT TO THE ASSET PURCHASE AGREEMENT OR THE
CLOSING OCCURRED SIMULTANEOUSLY WITH THE CLOSING ONHIS AGREEMENT.

IF PURCHASER IS UNABLE TO ATTAIN ALL DESIRED STRUGIJRAL, MECHANICAL OR ENVIRONMENTAL REPORTS ON OR
BEFORE THE CLOSING DATE, THE CLOSING DATE SHALL BEXTENDED IN ACCORDANCE WITH THIS SECTION 9. THE
CLOSING DATE SHALL BE EXTENDED TO BE COEXTENSIVE WH THE TIME PERIOD(S) PROVIDED FOR THE CLOSING
DATE PURSUANT TO THE ASSET PURCHASE AGREEMENT REFAERD TO ABOVE.

PURCHASER MAY ACKNOWLEDGE SATISFACTION OR WAIVER ORNY OF THE FOREGOING CONDITIONS PRECEDENT,
ONLY BY DELIVERING WRITTEN NOTICE OF SATISFACTION ® WAIVER TO SELLER ON OR BEFORE THE CLOSING DATE.
IF PURCHASER DOES NOT ACKNOWLEDGE IN WRITING THE SASFACTION OF ONE OR MORE OF THE FOREGOING
CONDITIONS PRECEDENT (OR OTHERWISE WAIVE THE SAME IWRITING) ON OR BEFORE THE CLOSING DATE AS THE
SAME MAY BE EXTENDED, THEN, EXCEPT AS OTHERWISE PRAIDED IN SECTION 3, THIS AGREEMENT SHALL
AUTOMATICALLY BE DEEMED TO BE TERMINATED, WITHOUT ACTION REQUIRED OF EITHER PARTY, THE EARNEST
MONEY (AND ALL ACCRUED INTEREST) SHALL BE RETURNEDIO PURCHASER, AND PURCHASER AND SELLER SHALL
THEREAFTER BE RELEASED FROM ANY LIABILITY OR OBLIGATON HEREUNDER.

10. INTEGRATION. THE PARTIES ACKNOWLEDGE AND AGREEHAT ALL AGREEMENTS, DOCUMENTS, OBLIGATIONS ANL
TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT SHALL B INTEGRATED. ACCORDINGLY, IF THERE SHALL BE /



DEFAULT, NONPERFORMANCE OR BREACH OF ANY OF THE SARM OR ANY OBLIGATION EXISTS 30 DAYS AFTER NOTICE
OF SUCH DEFAULT (FIVE DAYS IF FOR NONPAYMENT), NONERFORMANCE OR BREACH IS GIVEN TO THE PARTY
COMMITTING THE SAME, THE SAME SHALL CONSTITUTE A MAERIAL BREACH OF ALL OBLIGATIONS AND ALL OF SUCF
AGREEMENTS, DOCUMENTS, OBLIGATIONS AND TRANSACTIONENTITLING SELLER, PURCHASER OR SELLER OR BUYER
AS DEFINED IN THE ASSET PURCHASE AGREEMENT TO PURBWNY OR ALL AVAILABLE LEGAL REMEDIES AT LAW, IN
EQUITY OR BY ANY OF SUCH AGREEMENTS. ALL REMEDIESHALL BE CUMULATIVE AND THE FAILURE OR CHOICE BY
SELLER, HOLMBERG OR PURCHASER TO EXERCISE ANY ONROMORE REMEDIES SHALL NOT PRECLUDE OR PREVENT
THE LATER EXERCISE OF ANY SUCH REMEDIES FROM TIMEO TIME. THE PARTY COMMITTING SUCH DEFAULT,
NONPERFORMANCE OR BREACH SHALL BE RESPONSIBLE FORE REASONABLE ATTORNEYS' FEES INCURRED BY TH
OTHER PARTY AS A RESULT OF SUCH DEFAULT, NONPERFORMCE OR BREACH, EVEN IF SUCH DEFAULT,
NONPERFORMANCE OR BREACH IS SUBSEQUENTLY CURE

11. PRE-CLOSING INSPECTION. IN ADDITION TO ALL OTHE RIGHTS OF INSPECTION CONTAINED HEREIN, PURCHASER
SHALL HAVE THE RIGHT TO INSPECT THE PROPERTY DURINGHE TWO (2) DAYS IMMEDIATELY PRECEDING THE
CLOSING DATE TO VERIFY THAT ALL PERSONAL PROPERTY MD IMPROVEMENTS ARE STILL IN PLACE, AND ARE IN THI
SAME OR BETTER CONDITION AS DURING PURCHASER'S PREMUS INSPECTIONS, REASONABLE WEAR AND TEAR
EXCEPTED.

IN THE EVENT ANY PERSONAL PROPERTY OR IMPROVEMENTARE NOT IN SUCH CONDITION, PURCHASER SHALL
PROMPTLY NOTIFY SELLER, AND SELLER SHALL, AT ITS ORON, EITHER: (I) CAUSE THE PROPERTY TO BE RESTORHD
SUCH CONDITION AS SOON AS PRACTICABLE; OR (Il) ALL&Y PURCHASER AN EQUITABLE ADJUSTMENT TO THE
PURCHASE PRICE IN CASH. SELLER SHALL MAKE SUCH ELHTON ON THE CLOSING DATE.

12. CLOSING, POSSESSION. SUBJECT TO THE FULFILLMERR WAIVER OF THE CONDITIONS PRECEDENT, AND
PROVIDED THAT ALL OF THE COVENANTS, REPRESENTATIONAND WARRANTIES OF SELLER ARE TRUE AND CORRECT
ON THE CLOSING DATE AS THOUGH MADE ON SUCH DATE, THCLOSING OF THE PURCHASE AND SALE SHALL TAKE
PLACE ON THE SAME DATE AS PROVIDED FOR IN THE ASSEHHURCHASE AGREEMENT (THE "CLOSING DATE"). THE
CLOSING SHALL TAKE PLACE AT THE OFFICES OF PURCHASE COUNSEL AT 1800 FIFTH STREET TOWERS, 150 SOUTH
FIFTH STREET, MINNEAPOLIS, MINNESOTA 55402 OR SUGBITHER PLACE AS SELLER AND PURCHASER MAY MUTUALLY
DETERMINE. POSSESSION SHALL BE DELIVERED ON THE CISING DATE.

13. SELLER'S OBLIGATIONS AT CLOSING. AT OR PRIOR TTHE CLOSING DATE, SELLER SHALL:

A. DELIVER TO PURCHASER A DULY RECORDABLE GENERAL WRRANTY DEED TO THE REAL PROPERTY (IN A FORM
SATISFACTORY TO PURCHASER AND THE TITLE COMPANY) QOVEYING TO PURCHASER MARKETABLE FEE SIMPLE
TITLE TO THE REAL PROPERTY AND ALL RIGHTS APPURTENAT THERETO SUBJECT ONLY TO EXCEPTIONS NOT
OBJECTED TO BY PURCHASER,;

B. CAUSE TO BE FURNISHED AND DELIVERED TO PURCHASERT THE SOLE COST AND EXPENSE OF SELLER THE
UPDATED ABSTRACT OR THE TITLE POLICY IN CONFORMITYVITH PURCHASER'S TITLE REQUIREMENTS;

C. DELIVER TO PURCHASER A WARRANTY BILL OF SALE (IN\ FORM SATISFACTORY TO PURCHASER) CONVEYING THE
PERSONAL PROPERTY TO SELLER,;

D. DELIVER TO PURCHASER AND THE TITLE COMPANY AN AFIDAVIT SUFFICIENT TO REMOVE ANY EXCEPTION IN THE
TITLE POLICY FOR MECHANICS' AND MATERIALMEN'S LIENSAND PARTIES IN POSSESSION



E. DELIVER TO PURCHASER AN ASSIGNMENT OF ANY SERVEECONTRACTS (IN A FORM SATISFACTORY TO PURCHASE
WHICH PURCHASER ELECTS TO HAVE ASSIGNED TO IT;

F. DELIVER TO PURCHASER AN ASSIGNMENT OF ALL PERME, LICENSES, WARRANTIES AND CONTRACT RIGHTS (IN A
FORM SATISFACTORY TO PURCHASER) RELATING TO THE PRERTY AND NOT COVERED BY OTHER DOCUMENTS OF
ASSIGNMENT;

G. DELIVER TO PURCHASER A CERTIFICATION (FIRPTA CERFICATION) CONFIRMING THAT SELLER IS NOT A FOREIGN
CORPORATION WITHIN THE MEANING OF SECTION 1445 ORHE INTERNAL REVENUE CODE;

H. DELIVER TO PURCHASER A COPY OF ALL TERMINATION ND TRANSFER LETTERS DELIVERED BY SELLER TO ALL
SERVICE PROVIDERS WHOSE AGREEMENTS OR CONTRACTS ARENGER THAN THIRTY (30) DAYS AND WHICH ARE
BEING TERMINATED WHICH LETTERS SHALL PROVIDE FOR TEMINATION EFFECTIVE AS OF THE CLOSING DATE;

|. DELIVER TO PURCHASER A SIGNED COPY OF THE FORMFAALL TRANSFER LETTERS PROVIDED BY PURCHASER TO BE
DELIVERED TO ALL UTILITY PROVIDERS;

J. DELIVER TO PURCHASER A CERTIFICATE DATED THE CLSING DATE AND SIGNED BY THE SELLER REAFFIRMING THE
REPRESENTATIONS AND WARRANTIES SET FORTH IN THIS REEMENT FOR THE PURPOSE OF VERIFYING THE
ACCURACY OF SUCH REPRESENTATIONS AND WARRANTIES ANDHE PERFORMANCE AND SATISFACTION OF SUCH
COVENANTS AND CONDITIONS;

K. DELIVER TO PURCHASER AN OPINION OF SELLER'S OUTHE COUNSEL, STATING THAT SELLER HAS THE POWER AND
AUTHORITY TO EXECUTE AND DELIVER THIS AGREEMENT ANDALL OF THE DOCUMENTS REFERRED TO IN THIS
SECTION, THAT THE PERSONS EXECUTING SUCH DOCUMENARE AUTHORIZED TO DO SO WITHOUT THE CONSENT OF
ANY OTHER PARTY, AND THAT UPON THEIR EXECUTION SUCHDOCUMENTS SHALL BE FULLY BINDING ON SELLER,;

L. DELIVER TO PURCHASER ALL DOCUMENTS AND APPROVALREQUIRED PURSUANT TO THE ASSET PURCHASE
AGREEMENT;

M. DELIVER TO PURCHASER SUCH OTHER DOCUMENTS AS MABE REASONABLY REQUIRED BY THIS AGREEMENT, ALL
IN A FORM SATISFACTORY TO PURCHASER.

14. DELIVERY OF PURCHASE PRICE; OBLIGATIONS AT CLOISG. AT CLOSING, AND SUBJECT TO THE TERMS,
CONDITIONS, AND PROVISIONS HEREOF AND THE PERFORMATE BY SELLER OF ITS OBLIGATIONS AS SET FORTH
HEREIN, THE EARNEST MONEY SHALL BE DELIVERED TO SHIER (EXCEPT ANY INTEREST ACCRUED THEREON) AND
PURCHASER SHALL DELIVER THE BALANCE OF THE PURCHASERICE TO SELLER PURSUANT TO SECTION 2 ABOVE.

15. CLOSING COSTS. THE FOLLOWING COSTS AND EXPENSEBALL BE PAID AS FOLLOWS IN CONNECTION WITH THE
CLOSING:

A. SELLER SHALL PAY OR REIMBURSE PURCHASER FOR:

I. THE COSTS OF ALL EVIDENCE OF TITLE, INCLUDING TH COST OF THE SURVEY AND THE TITLE INSURANCE PREMNJ
IN CONNECTION WITH THE ISSUANCE OF THE TITLE POLICYN ACCORDANCE WITH THE REQUIREMENTS OF SECTION 3,
AND THE FEES AND COSTS SET FORTH IN SECTION 2, INX;

II. THE STATE DEED TAX OR TRANSFER FEE IMPOSED ONHE CONVEYANCE;



[ll. APRORATA PORTION OF ALL UTILITIES AND TAXES A PROVIDED BELOW,;

IV. ALL SPECIAL ASSESSMENTS WHETHER LEVIED, PENDINGR ASSESSED;

B. PURCHASER SHALL PAY THE FOLLOWING COSTS IN CONNHION WITH THE CLOSING:
I. THE DOCUMENTARY FEE NECESSARY TO RECORD THE DEED

II. THE UNEARNED PORTION OF ANY PREMIUMS PAID ON ISURANCE POLICIES WHICH PURCHASER ELECTS TO
ASSUME;

Ill. THE UNEARNED PORTIONS OF ANY PAYMENTS PREPAIDN ANY SERVICE CONTRACTS PURCHASER ELECTS TO
ASSUME;

IV. ANY FEES AND EXPENSES ASSOCIATED WITH RECORDINGHE PURCHASE MONEY MORTGAGE AND UCC-2
FINANCING STATEMENT,;

V. THE BROKERAGE FEE OF THE BROKER INVOLVED IN ARRAGING THE SALE.
16. PRORATIONS. THE FOLLOWING PRORATIONS SHALL BEADE AS OF THE CLOSING DATE:

A. REAL ESTATE TAXES SHALL BE PRORATED ON THE DATBF CLOSING BASED ON THE YEAR IN WHICH THEY ARE
PAYABLE,;

B. ALL UTILITIES FURNISHED TO THE PROPERTY;
C. ALL INCOME OF THE PROPERTY.

MOST EXPENSES SHALL BE PRORATED AT CLOSING BASED ORCTUAL BILLS OR ESTIMATES. THOSE EXPENSE ITEMS
FOR WHICH ACTUAL BILLS WERE NOT AVAILABLE AT CLOSING WILL BE ADJUSTED WITHIN SIXTY (60) DAYS OF
CLOSING BASED UPON THE ACTUAL BILLS.

EACH PARTY SHALL PAY ITS OWN LEGAL FEES AND OTHER E XPENSES IN
CONJUNCTION WITH CLOSING.

17. EMPLOYEES. SELLER SHALL BE SOLELY RESPONSIBLER PAYMENT OF ANY AND ALL WAGES, SALARIES,
VACATION AND/OR SICK LEAVE COMPENSATION, PENSIONS R PROFIT SHARING BENEFITS AND OTHER BENEFITS OR
COMPENSATION INURING TO THE BENEFIT OF ANY AND ALIEMPLOYEES OF SELLER EMPLOYED AT THE PROPERTY,
AND ALL SUCH EMPLOYEES SHALL BE TERMINATED BY SELLR EFFECTIVE AS OF THE CLOSING DATE.

18. BROKERAGE. SELLER AND PURCHASER REPRESENT ANDARRANT TO EACH OTHER THAT THEY HAVE NOT
ENGAGED THE SERVICES OF ANY BROKER IN CONNECTION WH THE SALE AND PURCHASE CONTEMPLATED BY THIS
AGREEMENT, EXCEPT THAT PURCHASER HAS ENGAGED THE BEICES OF GILBERT KOPOLOW AND ASSOCIATE
INVESTMENTS, WHICH SERVICES PURCHASER AGREES TO PAY THE TIME OF CLOSING. SELLER HEREBY AGREES TO
INDEMNIFY AND HOLD PURCHASER HARMLESS FOR ANY CLAIMINCLUDING REASONABLE EXPENSES INCURRED IN
DEFENDING SUCH CLAIM) MADE BY A BROKER OR SALES AGHET OR SIMILAR PARTY RETAINED BY SELLER IN
CONNECTION WITH THIS TRANSACTION.

19. REMEDIES. IF SELLER DEFAULTS IN THE PERFORMANGEF THIS AGREEMENT, PURCHASER SHALL HAVE TH



RIGHT TO TERMINATE THIS AGREEMENT UPON WRITTEN NOTE TO SELLER, IN WHICH EVENT THE EARNEST MONEY
(PLUS ANY ACCRUED INTEREST) SHALL BE RETURNED TO RRCHASER (NOT MORE THAN FIVE (5) BUSINESS DAYS
AFTER WRITTEN NOTICE TO SELLER) AND SELLER SHALL REIBURSE PURCHASER FOR THE COSTS OF THE TITLE
COMMITMENT AND SURVEY INCURRED BY PURCHASER. IF SHIER DEFAULTS IN THE PERFORMANCE OF THIS
AGREEMENT AND PURCHASER DOES NOT TERMINATE THIS AGHEEMENT, SELLER ACKNOWLEDGES THAT THE
PROPERTY IS UNIQUE AND THAT MONEY DAMAGES TO PURCHZ2ER IN THE EVENT OF DEFAULT BY SELLER ARE
INADEQUATE. ACCORDINGLY, IN SUCH EVENT THE EARNESMONEY SHALL BE IMMEDIATELY RETURNED TO
PURCHASER AND PURCHASER SHALL HAVE THE RIGHT TO SKEEANY OTHER RELIEF AVAILABLE AT LAW, AND IN
ADDITION TO ANY OTHER REMEDY AVAILABLE AT LAW, TO APPLY FOR AND TO RECEIVE FROM A COURT OF
COMPETENT JURISDICTION EQUITABLE RELIEF BY WAY OF BRSTRAINING ORDER, INJUNCTION OR OTHERWISE,
PROHIBITORY OR MANDATORY, TO PREVENT A BREACH OF THTERMS OF THIS AGREEMENT, OR BY WAY OF SPECIFIC
PERFORMANCE TO ENFORCE PERFORMANCE OF THE TERMS THIS AGREEMENT OR RESCISSION, PLUS
REIMBURSEMENT FOR COSTS, INCLUDING REASONABLE ATTONEYS' FEES, INCURRED IN THE SECURING OF SUCH
RELIEF. THIS RIGHT TO EQUITABLE RELIEF SHALL NOT BEEONSTRUED TO BE IN LIEU OF OR TO PRECLUDE
PURCHASER'S RIGHT TO SEEK A REMEDY AT LAW. IF PURGY$ER DEFAULTS IN THE PERFORMANCE OF THIS
AGREEMENT, SELLER'S SOLE AND EXCLUSIVE REMEDY SHALBE TO TERMINATE THIS AGREEMENT BY WRITTEN
NOTICE TO PURCHASER, IN WHICH EVENT ESCROW AGENT 8HL DELIVER FIFTY THOUSAND AND NO/100 DOLLARS
($50,000.00) OF THE EARNEST MONEY TO SELLER AS LI@RATED DAMAGES WITH THE REMAINDER OF THE EARNEST
MONEY, TOGETHER WITH ALL ACCRUED INTEREST TO BE REIJIRNED TO PURCHASER.

20. ACCEPTANCE. THIS AGREEMENT SHALL NOT BE EFFECGIE UNLESS THE ASSET PURCHASE AGREEMENT HAS ALSO
BEEN EXECUTED BY ALL PARTIES THERETO.

21. MUTUAL INDEMNIFICATION. SELLER AND PURCHASER AREE TO INDEMNIFY EACH OTHER AGAINST, AND HOLD
EACH OTHER HARMLESS FROM, ALL LIABILITIES

(INCLUDING REASONABLE ATTORNEYS' FEES IN DEFENDIN@GAINST CLAIMS) ARISING OUT OF THE OWNERSHIP,
OPERATION OR MAINTENANCE OF THE PROPERTY FOR THERESPECTIVE PERIOD OF OWNERSHIP. SUCH RIGHTS TO
INDEMNIFICATION WILL NOT ARISE TO THE EXTENT THAT @A) THE PARTY SEEKING INDEMNIFICATION ACTUALLY
RECEIVES INSURANCE PROCEEDS OR OTHER CASH PAYMENDSRECTLY ATTRIBUTABLE TO THE LIABILITY IN
QUESTION (NET OF THE COST OF COLLECTION, INCLUDINREASONABLE ATTORNEYS' FEES); OR (B) THE CLAIM FOR
INDEMNIFICATION ARISES OUT OF THE ACT OR NEGLECT OFHE PARTY SEEKING INDEMNIFICATION. IF AND TO THE
EXTENT THAT THE INDEMNIFIED PARTY HAS INSURANCE CO¥RAGE, OR THE RIGHT TO MAKE A CLAIM AGAINST ANY
THIRD PARTY FOR ANY AMOUNT TO BE INDEMNIFIED AGAINS AS SET FORTH ABOVE, THE INDEMNIFIED PARTY WILL,
UPON FULL PERFORMANCE BY THE INDEMNIFYING PARTY OFTS INDEMNIFICATION OBLIGATIONS, ASSIGN SUCH
RIGHTS TO THE INDEMNIFYING PARTY OR, IF SUCH RIGHTBRE NOT ASSIGNABLE, THE INDEMNIFIED PARTY WILL
DILIGENTLY PURSUE SUCH RIGHTS BY APPROPRIATE LEGAACTION OR PROCEEDING AND ASSIGN THE RECOVERY
AND/OR RIGHT OF RECOVERY TO THE INDEMNIFYING PARTYO THE EXTENT OF THE INDEMNIFICATION PAYMENT
MADE BY SUCH PARTY.

22. MISCELLANEOUS. THE FOLLOWING GENERAL PROVISIONGOVERN THIS AGREEMENT.

A. NO WAIVERS. THE WAIVER BY EITHER PARTY HERETO ORNY CONDITION OR THE BREACH OF ANY TERM,
COVENANT OR CONDITION HEREIN CONTAINED SHALL NOT BEPEEMED TO BE A WAIVER OF ANY OTHER CONDITION
OR OF ANY SUBSEQUENT BREACH OF THE SAME OR OF ANYTEBER TERM, COVENANT OR CONDITION HEREIN
CONTAINED. PURCHASER, IN ITS SOLE DISCRETION MAY WXE ANY RIGHT CONFERRED UPON PURCHASER BY THIS
AGREEMENT; PROVIDED THAT SUCH WAIVER SHALL ONLY BEBMADE BY PURCHASER GIVING SELLER WRITTEN NOTICE
SPECIFICALLY DESCRIBING THE RIGHT WAIVED.

B. TIME OF ESSENCE. TIME IS OF THE ESSENCE OF THNGREEMENT.

C. SURVIVAL. ALL REPRESENTATION, WARRANTIES AND AGEREMENT OF THE PARTIES SET FORTH HEREI



SHALL SURVIVE THE CLOSING.

D. GOVERNING LAW. THIS AGREEMENT IS MADE AND EXECUED UNDER AND IN ALL RESPECTS TO BE GOVERNED AND
CONSTRUED BY THE LAWS OF THE STATE OF MINNESOTA ANDHE PARTIES HERETO HEREBY AGREE AND CONSENT
AND SUBMIT THEMSELVES TO ANY COURT OF COMPETENT JUSDICTION SITUATED IN THE STATE OF MINNESOTA.

E. NOTICES. ALL NOTICES AND DEMANDS GIVEN OR REQUIED TO BE GIVEN BY ANY PARTY HERETO TO ANY OTHER
PARTY SHALL BE DEEMED TO HAVE BEEN PROPERLY GIVEN-IAND WHEN DELIVERED IN PERSON, SENT BY TELEGRAM
(WITH VERIFICATION OF RECEIPT), SENT BY FACSIMILEWITH VERIFICATION OF RECEIPT) OR THREE (3) BUSINESS
DAYS AFTER HAVING BEEN DEPOSITED IN ANY U.S. POSTABERVICE AND SENT BY REGISTERED OR CERTIFIED MAIL,
POSTAGE PREPAID, ADDRESSED AS FOLLOWS (OR SENT TOCH OTHER ADDRESS AS ANY PARTY SHALL SPECIFY TO
THE OTHER PARTY PURSUANT TO THE PROVISIONS OF THEECTION):

IF TO SELLER: LARRY A. HOLMBERG
AMUSEMENT CENTER, INC.
300 SOUTH THIRD STREET

MINNEAPOLIS, MINNESOTA 5 5415
FACSIMILE:

COPY TO: SAUL BERNICK, ESQ.
BERNICK & LIFSON, P.A.
5500 WAYZATA BOULEVARD, SUITE 1200
MINNEAPOLIS, MINNESOTA 5 5416
FACSIMILE: (612) 546-100 3

IF TO PURCHASER: MR. ROBERT L. WATTERS
RICK'S CABARET INTERNATI ONAL, INC.
3113 BERING DRIVE
HOUSTON, TEXAS 77057
FACSIMILE: (713) 785-259 3

COPY TO: JOHN W. LANG, ESQ.

MESSERLI & KRAMER P.A.
1800 FIFTH STREET TOWERS
150 SOUTH FIFTH STREET

MINNEAPOLIS, MINNESOTA 5 5402-4218
FACSIMILE: (612) 672-377 7
COPY TO: ROBERT D. AXELROD, ESQ.
AXELROD, SMITH & KIRSHBA UM
5300 MEMORIAL DRIVE
SUITE 700
HOUSTON, TEXAS 77007-829 2
FACSIMILE: (713) 552-020 2

IN THE EVENT EITHER PARTY DELIVERS A NOTICE BY FACBMILE, AS SET FORTH ABOVE, SUCH PARTY AGREES TO
DEPOSIT THE ORIGINALS OF THE NOTICE IN A POST OFFECBRANCH POST OFFICE, OR MAIL DEPOSITORY MAINTAINE
BY THE U.S. POSTAL SERVICE, POSTAGE PREPAID AND ARESSED AS SET FORTH ABOVE. SUCH DEPOSIT IN THE U.S.
MAIL SHALL NOT AFFECT THE DEEMED DELIVERY OF THE NOICE BY FACSIMILE, PROVIDED THAT THE PROCEDURES
SET FORTH ABOVE ARE FULLY COMPLIED WITH. ANY PARTYBY NOTICE GIVEN AS AFORESAID, MAY CHANGE THE
ADDRESS TO WHICH SUBSEQUENT NOTICES ARE TO BE SEND SUCH PARTY;



F. SUCCESSORS AND ASSIGNS. THIS AGREEMENT SHALL BENDING UPON AND INURE TO THE BENEFIT OF THE
SUCCESSORS AND ASSIGNS OF EACH OF THE PARTIES HERET

G. INVALIDITY. IF FOR ANY REASON ANY TERM OR PROVISON OF THIS AGREEMENT SHALL BE DECLARED VOID AND
UNENFORCEABLE BY ANY COURT OF LAW OR EQUITY IT SHAL ONLY AFFECT SUCH PARTICULAR TERM OR PROVISION
OF THIS AGREEMENT AND THE BALANCE OF THIS AGREEMENBHALL REMAIN IN FULL FORCE AND EFFECT AND SHALI
BE BINDING UPON THE PARTIES HERETO;

H. COMPLETE AGREEMENT. ALL UNDERSTANDINGS AND AGRBHEENTS HERETOFORE HAD BETWEEN THE PARTIES ARE
MERGED INTO THIS AGREEMENT WHICH ALONE FULLY AND CMMPLETELY EXPRESSES THEIR AGREEMENT. THIS
AGREEMENT MAY BE CHANGED ONLY IN WRITING SIGNED BYBOTH OF THE PARTIES HERETO AND SHALL APPLY TO
AND BIND THE SUCCESSORS AND ASSIGNS OF EACH OF TIHBRTIES HERETO AND SHALL NOT MERGE WITH THE DEED
DELIVERED TO PURCHASER AT CLOSING;

I. ATTORNEYS' FEES AND COSTS. IN THE EVENT OF ANVYITIGATION ARISING OUT OF BREACH OR CLAIMED BREACH ®&
THIS AGREEMENT, THE PREVAILING PARTY SHALL BE ENTITED TO RECOVER FROM THE OTHER ALL COSTS AND
EXPENSES INCURRED IN CONNECTION THEREWITH, INCLUDIBIATTORNEYS' FEES AND COSTS.

J. COUNTERPARTS. THIS AGREEMENT MAY BE EXECUTED IANY NUMBER OF COUNTERPARTS, WHICH TAKEN
TOGETHER SHALL CONSTITUTE ONE AND THE SAME INSTRUMT AND EACH OF WHICH SHALL BE CONSIDERED AN
ORIGINAL FOR ALL PURPOSES.

IN WITNESS WHEREOF, THE PARTIES HERETO HAVE EXECUTE D THIS AGREEMENT AS
OF THE DATE AND YEAR FIRST ABOVE WRITTEN.
SELLER

/sILARRY HOLMBERG

LARRY HOLMBERG

PURCHASER

RICK'S CABARET INTERNATIONAL, INC.

BY:/s/ ROBERT L. WATTERS

ITS: PRESIDENT



EXHIBIT A
Legal Description

That part of Lots 1 and 2, Block 49, Town of Minpehs described as follows: Commencing at the rWdssterly corner of said Block and
running thence Southeasterly along the Northegdiad of Third Street South in said City of Minnmedis, a distance of 118.31 feet to the
Northwesterly line of the alley comprising the Smasterly 14 feet front and rear of Lot 2; therntceght angles Northeasterly parallel to
Southeasterly line of Third Avenue South and alttregNorthwesterly line of said alley a distanc&offeet; thence at right angles on a line
parallel to and 67 feet from the Northeasterly lifi@ hird Street South, a distance of 118.31 fed¢hé Southeasterly line of Third Avenue
South; thence at right angles Southwesterly albrgSbutheasterly line of Third Avenue South 67 fe¢he point of commencement, the four
corners of which said tract of land have been déisteddl and marked by Judicial Landmarks, accortbritpe plat thereof on file or of record
the office of the Register of Deeds in and for saddinty.

Subject to a confirmatory of that certain party Maglreement made and entered into on the firseptenber, 1881, by and between Stephen
A. Bemis and Judson M. Bemis on the one part arh&e Paulle on the other part and recorded imffige of the Register of Deeds in and
for Hennepin County, Minnesota on the 22nd day e€&mber, 1881 in Book 12 of Miscellaneous at p&fe



EXHIBIT 10.3
AMENDMENT TO ASSET PURCHASE AGREEMENT
AMENDMENT TO EARNEST MONEY CONTRACT

The parties to this Agreement ("Amendments") médte4th day of August, 1997, are as follows:

LARRY A. HOLMBERG ("Holmberg" under the Asset Puaste Agreement and "Seller" under the Earnest M@Queyract); AMUSEMENT
CENTER, INC., a Minnesota Corporation ("Amusemeatter”, and collectively referred to as "SellerttwBUNS & ROSES I, INC., under
the Asset Purchase Agreement); "BUNS & ROSES IC.IN Minnesota Corporation ("B&R II" and colleatly referred to as "Seller" with
Amusement Center, Inc., in the Asset Purchase Agea8; RICK'S CABARET INTERNATIONAL, INC., a TexaSorporation, ("Buyer"
under the Asset Purchase Agreement; "Purchasegtuhd Earnest Money Contract); and RCI ENTERTAINWMIEMINNESOTA), INC., a
Minnesota Corporation ("RCI") a wholly owned suliaigl of Rick's Cabaret International, Inc., anddésignee to acquire all of the assets
under the Asset Purchase Agreement and EarnestyMamm&ract.

WHEREAS, the various parties have entered intor@miteAsset Purchase Agreement dated the 24th dagaember, 1996, and a certain
Earnest Money Contract dated the 24th day of Deeeni996; and

WHEREAS, the parties contemplated a combined afpsitder those Agreements on or about July 31, Bich combined closing did not
occur; and

WHEREAS, the parties desire to amend the AssetiasecAgreement and the Earnest Money Contractgeduor the subsequent combined
closing.

NOW, THEREFORE, in consideration of promises andualucovenants contained herein, the parties aagdellows:

ARTICLE I.
EXPLANATION OF AMENDMENTS

A. The parties agree that the total Purchase Bfi§8,000,000.00 remains unchanged. That all tres@nd conditions of the original Asset
Purchase Agreement and Earnest Money Contracttsadl full force and effect unless changed byeéh®smendments. These Amendments
shall supersede and replace the terms of the Rssehase Agreement and Earnest Money Contract.

1. The downpayment, however allocated between tiheh@sed Assets and the Property should be asvil



(i) $50,000.00 to be dispersed from the Escrow Agrent to Holmberg on the execution of these Amemdsrigy all parties;
(i) $150,000.00 to be paid to Holmberg at the tofi€losing on the sale of Purchased Assets angerrg

(iii) 80,000 shares of common stock of Rick's Cabémternational, Inc., issued to Holmberg at iheetof Closing;

(iv) The total value of the downpayment shall b&E800.00.

2. $200,000.00 of the purchase price shall be lpaiBuyer's execution and delivery of a PromissoogeNo be executed at Closing in the
amount of $200,000.00 amortized over 18 monthgiilgaterest at the rate of 10% per annum payible equal monthly installments of
principal and interest, and a final balloon payndue on the 18th monthly installment payment. TR@0$000.00 Promissory Note will be
secured by all the collateral securing any andthker indebtedness owned from the Buyer/Purchasamny of the Sellers.

3. The remaining $2,500,000.00 of the purchasesiall be paid according to the terms of the ABsethase Agreement and Earnest M«
Contract.

4. The allocation of the Purchase Price of the Rased Assets shall be pursuant to an appraisahebtarior to closing, by the
Buyer/Purchaser as allocated between the tang#vkopal property and goodwill. The allocation af Burchase Price for the Property shall
remain at $750,000.00.

5. The Closing, as contemplated by the partiedl Baan or before October 31, 1997.

6. Following the execution of these Amendments,d@(Burchaser shall be permitted to commence caigtruor improvements of the
building for dressing rooms in the basement aniiclién on the ground floor following completiontbe dressing rooms. All such
construction and improvements shall be at the esgenBuyer/Purchaser and such constructions aptiaments shall not commence until
the Sellers have been provided with certificatesmsdfirance providing general comprehensive lighitisurance and coverage of not less than
$1,000,000.00 per occurrence and per person andril extended coverages in an amount not les$##h000.00. Such certificate shall be
specified through all policies of insurance in effend shall not be canceled except upon ten @ drior written notice to Sellers, and



policies of insurance shall name Sellers as artiaddi insured thereunder. Buyer/Purchaser shadliolthe consent of Holmberg for all such
construction and improvements, which consent stallnreasonably withheld. Prior to the beginnihgry construction or improvements,

Buyer/Purchaser shall establish an escrow congiruftind and deposit all funds required to paytfer construction or improvements
contemplated. Holmberg's written consent shalldogiired for any dispersements from the escrow atc®uwyer/Purchaser shall produce
appropriate lien waivers prior to dispersement.

B. Nothing contained in these Amendments or thgilal Asset Purchase Agreement and Earnest Monayr&ix shall prevent the
Buyer/Purchaser from prepaying any amount due timeler; however, until all the obligations of Buygfchaser to Seller are paid or
performed according to the terms of the variouse&grents, Buyer/Purchaser shall not be provided avithsatisfaction, release, or

termination of any and all mortgages, security agrents, and notes. It is further agreed that BByechaser may not sell, assign, or transfer

its interest (other than to RCI), and cannot dispafsany of the assets, other than in the ordinanyse of business, without all of the
obligations due to Sellers being performed or fpaifdill.

A. As set forth in Article 1., of these Amendmetite changes, additions, and deletions in the A3gethase Agreement dated December 24,

1996, are as follows:

1.

ARTICLE II.

CHANGES IN THE ASSET PURCHASE AGREEMENT

RCI, the wholly owned subsidiary of Rick
International, Inc., shall be the "Buyer

the closing documents should be amended
this change. Rick's Cabaret Internatio
shall guarantee and remain liable fo
obligations of RCI.

1.3(i) is amended to provide that the dow
changed as set forth in Article I.to p
$50,000.00 Earnest Money at the time of e
these Amendments as provided for in Arti
2. (a); $150,000.00 payable by cashi
certified funds, or wire transfer at Closi
shares of common stock of Rick's

's Cabaret
", and all
to reflect
nal, Inc.,
r all the

npayment is
rovide for
xecution of
cle Ill. A.
ers check,
ng; 80,000
Cabaret

International, Inc., with a value assigned to thelsares of $100,000,00; and a note from Rick's @alaternational, Inc., payable to
Holmberg amortized and payable over 18 months,hganterest at the rate of 10% per annum, withfits¢ payment due 30 days after

Closing.



3. 1.4 is deleted and replaced as follows: "Inahent there is no Closing, based upon this Agreeorethe Earnest Money Contract, being
canceled or terminated by Buyer, Holmberg shadlirethe $50,000.00 Earnest Money released andip&idimberg as liquidated damages,
which shall be the sole and exclusive remedy ofhtbarg, Amusement Center, and B&R I, except thatSbkller shall not be required to
reimburse Buyer/Purchaser for any remodeling doioe o Closing."

4. 1.6 shall be amended to read:

"The Purchase Price of the Property shall be $T&00D. The Purchase Price of the Purchased Adsaltde allocated among the Purchased
Assets in accordance with the schedule which &lgadigreed upon and signed by all the parties fwitre Closing Date following an
appraisal by the Buyer."

5. 3.1 is amended to refer to "Buyer" as Rick'saablnternational, Inc., and a new sentence shimeilddded identical to the first regarding
RCI Entertainment (Minnesota), Inc., a Minnesotgooation.

6. The following statement should be added to Rapig4.1:

"Effective July 19, 1997, the City of Minneapoligpmoved an On-Sale Liquor Class A with Sunday Shiesnse."

7. Subparagraph (h) of Paragraph 5.1 should be @adleto add the following:

" ..., except for existing litigation filed by Rert W. Sabes and Classic Affairs, Inc., or anyeptction filed by Sabes or a related party."
8. Subparagraphs (e), and (j) of Paragraph 5.2 lsbaleleted.

9. 6.1 shall be deleted and replaced as follows:

"The Closing of the transactions provided for iis tAgreement ("Closing") shall be held at the adffiof Messerli & Kramer P.A., 1800 Fifth
Street Towers, Minneapolis, Minnesota, 55402, conuimg at 10:00

a.m. central daylight time on October 31, 1997¢aslan earlier Closing date is requested by Buithrawvleast five (5) business days written
notice of such earlier date. The day on which thesi@g occurs is referred to herein as the "Clofate."



10. 6.4 is amended to delete Subparagraphs (a(bquaehd to relist Subparagraphs (c) through (H§@sparagraphs (d) through (i). New
Subparagraphs (a) through (c) are as follows:

(@) $150,000.00 payable by certified check, bank
check, or "Fed Funds" wire transf er;

(b)  Promissory Note from Rick' s Cabaret
International, Inc., in the amount of
$200,000.00 in the form to be p rovided at
Closing amortized and payabl e over 18

months, bearing interest at the

rate of 10%

per annum;

(c) 80,000 shares of common stock of Rick's
Cabaret International, Inc., re gistered in
the name of Holmberg;

A new Paragraph 6.5 shall be added:

"6.5. HOLMBERG'S RIGHTS REGARDING THE COMMON
STOCK. Holmberg shall have th e rightto
demand sixty (60) days aftert he Closing
Date of the Agreement that Rick 's Cabaret
International, Inc., file a R egistration
Statement of Form S-3 (or if S-3is not
available on any other available form) with
the Securities and Exchange Commission
("Commission") under the Securi ties Act of
1933, as amended ("the Act"), w hich, when
effective, will permit the re sale of the
shares of common stock issued t o Holmberg
pursuant to this Agreement. Ric k's Cabaret
International, Inc., shall cause to be filed
with the Commission, as soon as practical
after demand is made by Holm berg, the
Registration Statement and sha Il use its
best efforts to cause the R egistration
Statement to become effectiv e as soon
thereafter as practical and wil | maintain
such effectiveness for a period of one (1)

year from the Closing Date.

12. A new Paragraph 6.6 shall be added:

"6.6 FAILURE TO CLOSE. In the event that Buyer $adlr refuses to close the transactions contemplatedis Agreement or the Earnest
Money Contract, then Holmberg shall retain the 860,00 previously released and paid to Holmberduagust 4, 1997 as liquidated
damages, which shall be the sole and exclusivedgmfHolmberg, Amusement Center and/or B & R X¢ept that Sellers shall not have to
reimburse Buyer for any improvements made by Buyghe Property before Closing. In the event thalntberg, Amusement Center or B &
R Il fail or refuse to close the transactions comitated by this Agreement or the Earnest Money @ohtthen the Buyer shall have the right
to seek relief available at law, and in additioratyy other remedy available



law, to apply for and receive from a court of conepe jurisdiction equitable relief by way of redtriag order, injunction or otherwise,
prohibitory or mandatory, to prevent a breach eftdrms of this Agreement or the Earnest Money K@eohtor by way of specific performar
to enforce performance of the terms of this Agreetnaed the Earnest Money Contract, plus reimburse¢mfoe costs, including reasonable
attorney's fees, incurred in the securing of setieft"

13. 9.16 is deleted in its entirety.

B. Unless amended, added, or deleted by Articbdve or under this Article I1., all the remainiggms and conditions of the Asset Purchase
Agreement shall remain in full force and effect@ciing to its terms.

ARTICLE III.
EARNEST MONEY CONTRACT

A. As set forth in Article I. of these Amendmerttse changes, additions, and deletions in the Eaiesey Contract dated December 24,
1996, are as follows:

1. RCI, the wholly owned subsidiary of Rick's Cadtdnternational, Inc., shall be the "Purchasend all the closing documents should be
amended to reflect this change. Rick's Cabaretrat®nal, Inc., shall guarantee and remain lidteall the obligations of RCI.
2. Subparagraphs 2.a. through c. are deleted arates as follows:

a. $50,000.00 earnest money previously paid te8ehd

b. $700,000.00 by Purchaser executing two (2) Pssony Notes in the form attached as Exhibit @-the amount of $200,000.00 from Ric
Cabaret International, Inc., and as Exhibit C-him amount of $500,000.00 from RCI secured by a l@oation Mortgage, Security
Agreement and Fixture and Financing Statementdrfahm attached as Exhibit D, and UCC-2 Financitege®nent in the form attached as
Exhibit E. The Exhibit C-2 Promissory Note andthk other obligations of RCI shall be guaranteedRlmk's Cabaret International, Inc., in
the form attached hereto as Exhibit F.

3. A new Paragraph 8. shall be added and old Payhgr8 through 22 shall be renumbered. New Para@aghall be as follows:

"8. REMODELING. The parties hereto agree that thecRaser may commence remodeling of the real ptypéter the execution ¢



these Amendments and before the contemplated glai@ctober 31, 1997. The parties' agreementiéwahe remodeling to commence
prior to closing on this Agreement shall be subjedhe following:

a. The remodeling shall be limited to
the construction or improvement to
the dressing rooms in the basements,
which shall be done first, and then
for the construction of a kitchen on
the ground floor.

b. Purchaser shall retain a Contractor
licensed to do business in the City
of Minneapolis and State of
Minnesota to perform the remodeling
work. The Contractor shall secure
any necessary permits and
inspections necessary for the proper
completion of the work.

c. All plans and specifications
relating to the remodeling shall be
approved in writing by Seller prior
to any work being commenced. Any
material change or modification to
those plans and specifications shall
also be approved in writing by
Seller. Seller's approval will not
be unreasonably withheld.

d.  The Contractor shall provide a firm
bid for the remodeling prior to
construction and any changes to the
bid shall be in writing from the
Contractor, which will include a
sworn construction statement listing
subcontractors and materialmen.

e. Purchaser agrees to deposit funds
equal to the amount of the
remodeling costs as set forth in
Contractor's firm bid in an
interest-bearing escrow account

requiring two signatures, one by Seller and on@imchaser. Seller agrees to sign checks to disumsls from that escrow account directly
to Contractor and/or Subcontractors in exchangéutbor partial mechanic's lien waivers from Catttor and/or Subcontractors. Purchaser
shall also sign those checks. Seller agrees toeratgwith Purchaser in disbursing reasonable pssgpayments to Contractor based upon
Contractor's completion of work.

Seller may use those funds to
discharge any mechanic's liens filed
against the real property relating
to remodeling work done by Purchaser
by paying them into Hennepin County
District Court for that purpose, or
if Purchaser does not dispute the
mechanic's lien claim, by paying

them directly



to Contractor and/or Subcontractor for a mechahar'swaiver.

Purchaser agrees to execute the
checks necessary to accomplish the
above. Prior to or contemporaneously
with the release of all of the
escrowed funds to the Contractor,
Contractor shall provide a full
mechanic's lien waiver from itself
and its subcontractors and
materialmen to Seller and Purchaser.

f. Contractor shall carry public liability insuraacovering claims for injury, wrongful death, ooperty damage, covering the period of
construction in an amount of not less than $1,0@@M@D per occurrence and in the amount of $750000@r property damage insurance.
Contractor shall also carry, during the periodafstruction, builder's risk insurance on the imgrents against loss or damage by
vandalism, malicious mischief, fire and extendeslilance coverage. Said insurance shall name Percinag Seller and its Mortgagees, if
any, as loss payees under the policy and proviatenith act or omission of Contractor shall operatdany or limit coverage to Purchaser,
Seller, and/or Seller's Mortgagee. The policy sballn an amount not less than the full replacemealute of the improvements. Prior to the
commencement of the remodeling, Contractor shéilleleto Seller and Purchaser certificates of igpiand builder's risk insurance required
herein.

g. In the event that there is no Closing, Sellallstot be required to reimburse Purchaser forranyodeling done prior to Closing, and
Purchaser shall remain liable to Seller for anyaidpemodeling costs.

4. The following sentence shall be added to Papigtd (old Paragraph 10):

"Until all the obligation of Rick's Cabaret Intetimmal, Inc., and RCI to Seller or Holmberg undes Asset Purchase Agreement or Earnest
Money Contract are completed, Purchasers will ecéive a satisfaction of the Exhibit D, Mortgageaymination of the Exhibit E.,
Financing Statement



5. Paragraph 20 (old Paragraph 19) shall be detetddeplaced as follows:

"REMEDIES. If Seller defaults in the performancetuit Agreement and Purchaser does not terminetétreement, Seller acknowledges
that the Property is unique and that money damtgBsrchaser in the event of default by Sellerimadequate.

Accordingly, Purchaser shall have the right
to seek any other relief available at law,
and in addition to any other remedy

available at law, to apply for and to
receive from a court of competent
jurisdiction equitable relief by way of
restraining order, injunction or otherwise,
prohibitory or mandatory, to prevent a
breach of the terms of this Agreement, or by
way of specific performance to enforce
performance of the terms of this Agreement,
or by way or specific performance to enforce
performance of the terms of this Agreement
or rescission, plus reimbursement for costs,
including reasonable attorneys' fees,
incurred in the securing of such relief.
This right to equitable relief shall not be
construed to be in lieu of or to preclude
Purchaser's right to seek a remedy at law.
If Purchaser defaults in the performance of
this Agreement, Seller's sole and exclusive
remedy shall be to retain the $50,000.00
Earnest Money released and paid to him as
liquidated damages except that Seller shall
not be required to reimburse Purchaser for
any remodeling done prior to Closing."

B. To the extent that these Amendments to the A2sathase Agreement and Earnest Money Contrace @ayschange, addition, or deletion
to any of the Exhibits herein, then the partiegaghat such Exhibits shall be modified prior tostg to conform to these Amendments.

C. Unless amended, added, or deleted by Artidddve or under this Article Ill., all the remainitegyms and conditions of the Earnest Mo
Contract shall remain in full force and effect ating to its terms



IN WITNESS WHEREOF, the parties hereto have exettlis Agreement and these Amendments as of dateafiove written.

SELLERS: BUYER/PURCHA SER

AMUSEMENT CENTER, INC. RICK'S CABAR ET INTERNATIONAL, INC.



By /s/ LARRY A. HOLMBERG

Larry A. Holmberg
President

BUNS & ROSES, INC.

By /s/ LARRY A. HOLMBERG

Larry A. Holmberg
President

/sl LARRY A. HOLMBERG

Larry A. Holmberg
Individually

By /s

RCIE

By /s

/ ROBERT L. WATTERS

Robert L. Watters
President

NTERTAINMENT (MINNESOTA) INC.

/ ROBERT L. WATTERS

Robert L. Watters
President



Exhibit 10.4

SECOND AMENDMENT TO ASSET PURCHASE AGREEMENT
AND TO EARNEST MONEY CONTRACT

The parties to this Second Amendment to Asset RiseelAgreement and to Earnest Money Contract (teedi8 Amendment”) made this
31st day of October, 1997, are as follows:

LARRY A. HOLMBERG ("Holmberg" or "Seller"); AMUSEMBET CENTER, INC., a Minnesota Corporation ("Amusem@genter" and
collectively referred to as "Seller" with Buns & &8s Il, Inc., under the Asset Purchase AgreemBhiNS & ROSES I, INC., a Minnesota
Corporation ("B&RII" and collectively referred t@ dSeller" with Amusement Center, Inc., in the Ad3erchase Agreement): RICK'S
CABARET INTERNATIONAL, INC., a Texas CorporationRick's Cabaret"); and RCI ENTERTAINMENT (MINNESOTANC., a
Minnesota Corporation ("RCI"), a wholly owned suiary of Rick's Cabaret International, Inc., areddesignee to acquire all of the assets
under the Asset Purchase Agreement and EarnestyMomm&ract.

WHEREAS, the various parties have entered intor@iteAsset Purchase Agreement dated the 24th dAgaember, 1996 ("Asset Purchase
Agreement”), and a certain Earnest Money Contratdithe 24th day of December, 1996 ("Earnest M@wtract”); and

WHEREAS, the various parties entered into an Amesminio the Asset Purchase Agreement and to theeEiakoney Contract dated the 4th
day of August, 1997 ("First Amendment"); and

WHEREAS, the parties contemplated a combined daipsimder those Agreements, as amended, on or alobeibé 31, 1997, which
combined closing did not occur; and

WHEREAS, the parties desire to further amend th&ef\Burchase Agreement and the Earnest Money Cotuarprovide for the subsequent
combined closing and for the other changes asresfe¢o herein.

NOW, THEREFORE, in consideration of promises andualucovenants contained herein, the parties sagdellows:

1. SCOPE OF SECOND AMENDMENT. All of the terms arahditions of the original Asset Purchase Agreenaauit Earnest Money
Contract, as amended pursuant to the First Amentrsieall be in full force and effect unless amended changed by this Second
Amendment. This Second Amendment shall supersedieshace the terms of the Asset Purchase AgreeamehEarnest Money Contract, as
amended by the First Amendment, to the extent copiiged and so amended hereby.

2. MODIFICATION OF PROMISSORY NOTES. The $500,00@Mtage Promissory Note in the form attached toAthset Purchase
Agreement and the $2,000,000 Promissory Note irfidime attached to the Asset Purchase Agreemene(tiviely the "Long Term Notes"),
both as



contemplated by the terms of the Asset Purchaseehgent and the Earnest Money Contract are herebdifietbto provide that the first
payment due under the Long Term Notes shall beodugpril 1, 1998 and, thereafter, shall be due pans to the terms and conditions as
contemplated in the Asset Purchase Agreement amtb&iaMioney Contract. The interest accrued on theglTerm Notes from the date of
Closing (as set forth herein) until April 1, 19%8all be added to the principal amount of the Ldagm Notes and will be amortized over the
term of the Long Term Notes.

3. AMENDMENT TO GUARANTY. The Guaranty referred ito Section 2.c. of the Earnest Money Contracteflected in the form attached
thereto, as Exhibit F, shall be and is hereby amérnd provide that in the event that the existitigdtion filed by Robert W. Sabes and
Classic Affairs, Inc., or if any other action itefi by Sabes or by any related party against R@alsaret or any of its subsidiaries or its
officers, directors or employees, including speailly, Robert L. Watters, (hereinafter collectivedferred to as "Rick's") results in any
injunctive relief or prohibitive relief granted 8abes against Rick's, then the Guaranty will baiteated and of no force and effect and the
obligations of Rick's Cabaret with respect to tlead. Term Notes will be extinguished, provided hoerethat if any liens attach to the
Property (as defined in the Earnest Money Conti@xt) result of improvements made by Rick's CalmarBCI to the Property subsequent to
the Closing Date that Rick's Cabaret will contitnoide obligated to repay only those existing liens.

4. ISSUANCE OF ADDITIONAL COMMON STOCK. As considation for entering into this Second Amendment, Ricabaret hereby
agrees to cause to be issued upon the executibisdecond Amendment 10,000 shares of restricethon stock of Rick's Cabaret
International, Inc. ("Common Stock"), registeredtie name of Holmberg. The Common Stock to be dspuesuant to this Second
Amendment shall have the same registration rightsravided for the 80,000 shares of Common Stookecoplated to be issued at Closing
Holmberg pursuant to the First Amendment. Holmtsdrgll be entitled to retain the 10,000 shares oh@on Stock regardless of whether the
transactions contemplated by the Asset Purchaseeffiggnt and Earnest Money Contract are consummatdtecClosing Date, provided,
however, that in the event that the Asset PurcAgseement and Earnest Money Contract do not clodena further shares are issued to
Holmberg, then the registration rights as provibdgdhe First Amendment will terminate.

5. CLOSING. The Closing of the transactions prodifter in the Asset Purchase Agreement and EarneselylContract, both as amended
pursuant to the First Amendment and this Secondr&iment (the "Closing") shall be held at the offioé$1esserli & Kramer, P.A., 1800
Fifth Street Towers, Minneapolis, Minnesota 554@#mmencing at 10:00 a.m. Central Daylight Time anuiry 5, 1998. The day on which
the Closing occurs is referred to in the Asset Pase Agreement and the Earnest Money Contraced'Cthsing Date".

6. EXECUTION IN COUNTERPART. This Second Amendmaray be executed in any number of counterparts, wtaiken together shall
constitute one and the same instrument and eawhioh shall be considered an original for all peg®



IN WITNESS WHEREOF, the parties hereto have exettlis Agreement and these Amendments as of theefidsit above written.

AMUSEMENT CENTER, INC. RICK'S CABARET INTERNATIONAL, INC.
By: /s/ LARRY HOLMBERG By: /s/ ROBERT L. WATTERS

Larry A. Holmberg, President Robert L. Watters, President
BUNS & ROSES, INC. RCI ENT ERTAINMENT (MINNESOTA), INC.
By: /s/ LARRY HOLMBERG By: /s/ ROBERT L. WATTERS

Larry A. Holmberg, President Robert L. Watters, President

/s LARRY HOLMBERG

Larry A. Holmberg, Individually



Exhibit 23.2

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

We consent to the use of our Report dated Decefr®)elr997, relating to the consolidated financiatesnents of Rick's Cabaret International,

Inc. as of September 30, 1997 and 1996, incorpdtateeference herein and to the reference toiourdnder the heading "Experts" in the
Registration Statement on Form S-3.

/sl Jackso n & Rhodes P.C.

Jackso n & Rhodes P.C.

March 30, 1998

Dallas, Texas

End of Filing
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