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

ASSETS

Current assets:
Cash
Accounts receivable
Inventories
Prepaid expenses

Total current assets

Property and equipment:
Buildings, land and leasehold improvements
Furniture and equipment

Less accumulated depreciation

Other assets:
Deferred offering costs (Note 2)
Other

LIABILITIES AND STOCKHOLDERS'

Current liabilities:
Current portion of long-term debt
Accounts payable - trade
Accrued expenses
Income taxes payable

Total current liabilities
Long-term debt, less current portion
Total liabilities

Commitments and contingencies

Stockholders' equity (Note 2):
Preferred stock - $.10 par, authorized
1,000,000 shares; none issued
Common stock - $.01 par, authorized 15,000,000 s
issued 3,640,000 and 1,800,000, respectively
Additional paid in capital
Retained earnings

Total stockholders' equity

See accompanying notes to consolidated financsgistents.

March 31,
1996

(unaudited)

$ 3,838,769
21,723

1,680,687

(464,537)

61,912

September 30,
1995

$ 195,112
31,612
51,455

1,151,349

(408,717)

389,680

38,967

$5,226,844 $1,449,458

EQUITY

$ 117,703
338,542
169,532
46,495

hares;
36,400
4,251,559
108,046

$5,226,84

$ 193,139
501,012
97,753

227,495

18,000

199,226

4 $1,449,458




RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Three Months and Six Months Ended March 311996 and 1995

Three Months

1996
(unaudited)
Revenues:
Sales of alcoholic beverages $ 629,898
Sales of food 92,804
Service revenues 464,768
Other 13,413
1,200,883
Operating expenses:
Cost of goods sold 220,742
Salaries and wages 424,637
Other general and administrative:
Taxes and permits 162,011
Charge card fees 29,285
Rent 78,081
Legal and accounting 22,367
Advertising 141,389
Other 260,703
1,339,215
Income (loss) from operations (138,332)
Other income (expense)
Interest income 51,595
Interest expense (4,443)
47,152
Income (loss) before income taxes (91,180)
Income taxes --
Net income (loss) $ (91,180)

Net income (loss) per common share $  (0.03)

Weighted average shares outstanding 3,640,000

See accompanying notes to consolidated financsisients.

Ended March 31, Six Months Ended March 31,

1995 1996 1995

(unaudited) (unaudited) (unaudited)

$ 663,721 $1,196,006 $ 1,191,293
58,563 132,729 109,566
471,874 912,330 833,717
101,335 127,944 149,946

1,295,493 2,369,009 2,284,522

193,882 435,692 342,835
358,643 794,928 629,952

162,271 304,340 279,715
39,154 37,540 68,145
112,838 148,200 204,819
44,457 39,573 57,335
86,853 323,943 156,310
194,528 448,146 373,380

1,192,626 2,532,362 2,112,491

102,867 (163,353) 172,031

439 92,943 439
(6,596)  (8,582)  (17,101)

(6,157) 84,361  (16,662)

96,710 (78,992) 155,369

37,300 4,800 60,300

$ 59,410 $ (83,792) $ 95,069

$ 003 $ (0.02) $ 0.05

1,800,000 3,640,000 1,800,000




RICK'S CABARET INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Six Months Ended March 31, 1996 and 1995

Net (loss) income

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

Depreciation

Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable and accrued liabilities
Income taxes payable

Net cash (used in) provided by operating acti

Cash flows from investing activities:
Additions to property and equipment
Increase in other assets

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from the sale of common stock
Proceeds from borrowing
Payments on long-term debt
Increase in deferred financing costs

Net cash provided by financing activities

Net increase (decrease) in cash

Cash at beginning of period

Cash at end of period

Cash paid during the period for:
Interest

Income taxes

Non-cash transaction:
On December 29, 1994, the Company acquired cdemthwith a $95,000 note.

See accompanying notes to consolidated financsisients.

1996 1995

(unaudited) (unaudited)
$ (83,792) $ 95,069

55,820 45,550

(21,723)  (13,137)
6 (12,226)
(5,229)
(90,691)  (74,676)
(181,000) 20,000

vities  (326,609) 60,580

(529,338)  (86,533)
(22,945)  (1,054)

4,834,450 1,777
161,137

(137,090)

(174,811)  (150,043)

3,643,657  (14,136)

195,112 113,630

$3,838,769 $ 99,494

$ 8582 $ 10,505

$ 181,000 $ 20,000




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

1. BASIS OF PRESENTATION

The accompanying unaudited financial statemente baen prepared in accordance with generally aedegutcounting principles for interim
financial information and with the instructionskorm 10-QSB of Regulation S-B. They do not inclatlénformation and footnotes required
by generally accepted accounting principles for plete financial statements. However, except adatied herein, there has been no material
change in the information disclosed in the notethécfinancial statements for the year ended SdpeB0, 1995 included in the Company's
Annual Report on Form 10-KSB filed with the Sedestand Exchange Commission. The interim unauditeshcial statements should be
read in conjunction with those financial statementtuded in the Form 10-KSB. In the opinion of Maement, all adjustments considered
necessary for a fair presentation, consisting ga@thormal recurring adjustments, have been ma@gerating results for the three and six
month periods ended March 31, 1996 are not nedysisalicative of the results that may be expedttthe year ending September 30, 1¢

2. PUBLIC OFFERING

On October 13, 1995, the Company completed itgiaffeof 1,840,000 shares of common stock. The mdsdrom the sale of stock
amounted to approximately $4,270,000 net of undéngrdiscounts, commissions, and expenses of ffiegiiog.

A portion of the proceeds of the Company's pubtierong has been used for capital improvements@gixisting Houston, Texas location,
payments on the Company's existing borrowings,fandiorking capital. The balance is primarily beingested temporarily in cash
equivalents and short term investments.



ITEM 2: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiorctvith the financial statements appearing in@oenpany's Annual Report on Form 10-
KSB filed with the Securities and Exchange Commoisgor the fiscal year ending September 30, 1995.

GENERAL

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

Revenues are derived from the sale of liquor, beire and food, which comprises approximately 60%otal revenues, and charges to the
entertainers and cover charges which comprise appabely 38% of total revenues for the second eurat fiscal 1996 revenues. For the
second quarter of fiscal 1995, these percentages 5686 and 36%, respectively. The remaining reveiane derived from the sale of
memberships, merchandise, and miscellaneous @henue sources. Membership sales are for acc&sks VIP Room, and range in price
from $550 to $1,200 for a lifetime membership. Attdial benefits include waiver of cover charge$/lid 15% discount on drink prices,
complimentary drink tickets and miscellaneous otiarefits depending on the type of membership @seth. Membership sales were $9,550
and $14,850 , which represented sales of 12 amdetBberships, respectively, for the second quaftéseal years 1996 and 1995.

RESULTS OF OPERATIONS

Three Months Ended March 31, 1996 compared to tireeTMonths Ended March 31, 1995. For the quartding March 31, 1996, the
Company had consolidated total revenues of $1,330 8 decrease of $94,610 from fiscal 1995 secoadey revenues of $1,295,493. Sir
location revenues for Rick's Cabaret declined 16%nfthe second quarter of fiscal 1995 or approxaiye110,000. The decline at Rick's
Cabaret is offset by Tantra revenues of $170,00dthe second quarter of fiscal 1996 and $155d@thg its first quarter of operations in
fiscal 1995. The overall decline in revenues fartki®d Cabaret is largely attributable to the inceeldgvel of competition in the Houston, Te
area. Management intends to offset this revenukngewith the opening of an additional locationNiew Orleans, Louisiana during the first
quarter of fiscal 1997. Currently management is atsidying potential acquisitions which would agditlly serve to offset the current
revenue declines.



Cost of goods sold were 31% and 27% of sales ohalic beverages and food for the second quarfdisaal 1996 and 1995, respectively.
This is an improvement from 37% which was expemehduring the first quarter of fiscal 1996. Higleests at that time were caused from
renovations to the kitchen area at Rick's Cabarenhd the months of November and December, 1995inguhe Company to use outside
sources for catering lunch and dinner meals whashilted in a limited menu offerings at higher coAtiditionally, in order to capitalize on
the media attention given the Company over theessfal completion of the public offering, the Compdad several promotional events
where drinks were discounted, which resulted imrelesed margin the first quarter of fiscal 1996.

Salaries and wages increased 18% or $65,994 freradbond quarter of fiscal 1995 due to the addafamanagement personnel and staff in
the kitchen and administrative areas of the Complfianagement staffing is currently increased ireotd have adequately trained personnel
to assist with the planning, and pre-opening atitiviof the New Orleans location and other potétd@ations which are currently being
studied.

Other general and administrative expenses incre@edr $53,735 from the second quarter of fisc&l51® the second quarter of fiscal 1996.
Charge card fees decreased $9,869 largely dueneaised cash sales during the second quartecef fi896. Advertising and promotion
increased by $54,536 as the Company continued alo@uadvertising campaign in order to capitalinetlee extensive media attention the
Company attracted as a result of the public ofteedampletion. Management believes the positivectdfef advertising for the Company are
often deferred for a period of several months. Byifiscal year 1995, the Company engaged an adiveytand public relations firm to assist
with the placement of advertising. Other costseéased during the second quarter of fiscal 1996rasudt of increased travel and lodging
costs incurred by staff involved with the openirigh® New Orleans location and the review of ofhetential acquisitions.

Interest income increased to $51,595 during thermkquarter of fiscal 1996 as a result of investivggproceeds of the Company's public
offering. Interest expense was reduced to $4,48r8 $6,596 during the second quarter of fiscal 1896 to a reduction in the average amc
of bank and lease financing debt outstanding dutiegsecond quarter of fiscal 1996.

The Company experienced a net loss for the secoaday of fiscal 1996 of ($91,180) compared toinedbme of $59,410 for the second
quarter of fiscal 1995. Management anticipatestt&aiCompany may also experience losses for the énid fourth quarters of fiscal 1996
until revenue growth from acquisitions and the dpgrof new locations is realized.

Six Months Ended March 31, 1996 compared to theMgirths Ended March 31, 1995. For the six monthsckl&1, 1996, the Company had
consolidated net revenues of $2,369,009, an inereb$84,487 from the net revenues of $2,284,522® six months ended March 31, 1¢
Single location revenues of Rick's Cabaret decliffédas compared to the first six months of fis@83
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or approximately $134,000. The decline at Rick'ba@at is offset by Tantra revenues of $373,581Indutie six months ended March 31,
1996.

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

Salaries and wages increased 26% or $164,976 frerfirst six months of fiscal 1995 due to the addiof Tantra ($46,716) and the addition
of management personnel and staff in anticipatfaspening additional locations.

Other general and administrative expenses increb&¥dor $162,038 from the first six months of fist@95. Taxes and permits increased
from the first six months of fiscal 1995 due to #eguisition and opening of Tantra. Charge card teereased $30,605 largely due to
increased cash sales during fiscal 1996. Rentrastlilue to the acquisition of a parking lot whichsvpreviously leased and is currently used
extensively with the Tantra operation. Advertisargl promotion increased by $167,633 as the Comganied and extensive outdoor and
radio advertising campaign. Management believepdtiséive effects of advertising for the Compang aften deferred for a period of several
months. During fiscal year 1995, the Company endageadvertising and public relations firm to assith the placement of advertising.
Other costs increased as result of increased teanklodging costs incurred by staff involved viltle opening of the New Orleans location
and the review of other potential acquisitions.

Interest income increased to $92,943 for the sintimoended March 31, 1996 as a result of inveskiagroceeds of the Company's public
offering. Interest expense was reduced to $8,5@2 $17,101 during the six months of fiscal 1996 ttua reduction in the average amour
bank and lease financing debt outstanding.

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

LIQUIDITY AND CAPITAL RESOURCES

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



In the opinion of management, working capital i$ @drue indicator of the financial status of then@pany due to the short cycle to liquidity,
which results in the realization of cash withinmore than five (5) days after the culmination ¢faansaction. In addition, trade payables and
accrued liabilities are comprised of more than $200 in legal fees and accrued settlements whielpaid on extended terms. These legal
fees and settlements resulted from litigation cetetl in 1992 and the Company does not anticipaterimg legal fees to this extent in the

future.

SEASONALITY

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

ITEM 1. LEGAL PROCEEDINGS

In Dallas Fontenot and Robert L. Watters v. Cas@dt-Acapulco, S.A. and Zu Corporation, Cause 8609194 in the 125th District Court
of Harris County, Texas (the "Zu Lawsuit"), filed 1991, Mr. Watters and a former stockholder ofG@loenpany (the "Plaintiffs") filed suit
against another former stockholder of the Compémy '(Defendant”). The suit sought to compel thedbdfnt to convey to the Plaintiffs all
of its ownership interest in two entities, one dfieh, Zu Corporation, owns the land and buildingevehRick's is located and which is leased
by the Company. The Defendant joined the Comparayzaty to the lawsuit, claiming that the Comphag breached its lease agreement
due to the alleged late payment of rent for onetmorhe case was tried in August, 1992 and judgmeistrendered in favor of the Plaintiffs
and the Company. The Defendant appealed this dedisithe Texas Court of Appeals 14th Judicial iistThe Court of Appeals, in an
opinion rendered in August, 1995, reversed and neiec the case for a new trial in the District CoUgion a re-hearing of this case, the
Court of Appeals, in an opinion rendered Februard2B6, from which one of three Justices dissenmtadrsed and rendered judgment ag:
Mr. Watters and the Company. The Company filed #iondor rehearing of the decision of the CourApipeals, which was denied on May
1996.

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

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

a move could have a material adverse impact o€tmepany. While the Company would extensively adserits new location, it is possible
that some customers would be lost to other comgedurbs in the vicinity of Rick's present locatidhis likely that a change in location wol
result in some decline in revenue for a periodlgaddwill could be established at the new locati®ther adverse effects of a change of
location could include the cost of the move andldisé revenue during any period that Rick's wowddubable to operate during such mc



SIGNATURES

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

RICK'S CABARET INTERNATIONAL, INC.

Date: My 14, 1996 By: /sl Robert L. Watters

Robert L. Watters, President

By: /sl Gary Wite

Gary Wiite, Chief Financial Oficer
and Chi ef Accounting O ficer
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ARTICLE 5

PERIOD TYPE 6 MOS
FISCAL YEAR END SEP 30 199
PERIOD START OCT 01 199
PERIOD END MAR 31 199¢
CASH 3,838,76!
SECURITIES 0
RECEIVABLES 21,72
ALLOWANCES 0
INVENTORY 31,60¢
CURRENT ASSET¢ 3,948,78:
PP&E 1,680,68
DEPRECIATION 464,53
TOTAL ASSETS 5,226,84.
CURRENT LIABILITIES 672,27.
BONDS 0
COMMON 36,40(
PREFERRED MANDATORY 0
PREFERREL 0
OTHER SE 4,359,60!
TOTAL LIABILITY AND EQUITY 5,226,84.
SALES 1,200,88:
TOTAL REVENUES 1,220,88:
CGS 220,74.
TOTAL COSTS 220,74.
OTHER EXPENSE¢ 1,118,47.
LOSS PROVISION 0
INTEREST EXPENSE 4,44:
INCOME PRETAX (91,180
INCOME TAX 0
INCOME CONTINUING (91,180
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (91,180
EPS PRIMARY (.03)
EPS DILUTED 0
End of Filing
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