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RICK'S CABARET INTERNATIONAL, INC.
10959 CUTTEN ROAD
HOUSTON, TEXAS 77066

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 22, 2006

The Annual Meeting of Stockholders (the "Annual Meeting") of Rick's Cabaret
International, Inc. (the "Company") will be held at 50 West 33rd Street, New
York, ©New York ("Rick's New York") on May 22, 2006 at 9:30 AM (CST) for the
following purposes:

(1) To elect five (5) directors.

(2) To ratify the selection of Whitley Penn, LLP as the
Company's independent registered public accounting firm for the
fiscal vyear ending September 30, 2006.

(3) To act wupon such other Dbusiness as may properly come before
the Annual Meeting.

Only holders of common stock of record at the close of business on April 17,
2006, will be entitled to vote at the Annual Meeting or any adjournment thereof.

You are cordially invited to attend the Annual Meeting. Whether or not you plan
to attend the Annual Meeting, please sign, date and return your proxy to us
promptly. Your cooperation in signing and returning the proxy will help avoid
further solicitation expense.

BY ORDER OF THE BOARD OF DIRECTORS

/S/ ERIC S. LANGAN
CHAIRMAN OF THE BOARD AND PRESIDENT

APRIL 24, 2006
HOUSTON, TEXAS

RICK'S CABARET INTERNATIONAL, INC.
10959 CUTTEN ROAD
HOUSTON, TEXAS 77066

PROXY STATEMENT
ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD ON MAY 22, 2006

This proxy statement (the "Proxy Statement") is being furnished to stockholders
(the "Stockholders") in connection with the solicitation of proxies by the Board
of Directors of Rick's Cabaret International, Inc., a Texas corporation (the
"Company") for their wuse at the Annual Meeting (the "Annual Meeting") of
Stockholders of the Company to Dbe held at 50 West 33rd Street ("Rick's New
York"), New York, New York, on Monday, May 22, 2006, at 9:30 AM, and at any
adjournments thereof, for the purpose of considering and voting upon the matters
set forth 1in the accompanying Notice of Annual Meeting of Stockholders (the
"Notice"). This Proxy Statement and the accompanying form of proxy (the
"Proxy") are first being mailed to Stockholders on or about April 24, 2006. The
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The close of business on April 17, 2006, has been fixed as the record date for
the determination of Stockholders entitled to notice of and to vote at the
Annual Meeting and any adjournment thereof. As of the record date, there were
4,798,038 shares of the Company's common stock, par value $0.01 per share (the
"Common Stock"), 1issued and outstanding. The presence, in person or by proxy,
of a majority of the outstanding shares of Common Stock on the record date is
necessary to constitute a quorum at the Annual Meeting. Each share is entitled
to one vote on all issues requiring a Stockholder vote at the Annual Meeting.
Each nominee for Director named in Proposal Number 1 must receive a majority of
the +votes cast in person or by proxy in order to be elected. Stockholders may
not cumulate their votes for the election of Directors. The affirmative vote of
a majority of the shares of Common Stock present or represented by proxy and
entitled to vote at the Annual Meeting is required for the ratification of
Number 2 set forth in the accompanying Notice.

All shares represented Dby properly executed proxies, unless such proxies
previously have been revoked, will be voted at the Annual Meeting in accordance
with the directions on the proxies. If no direction is indicated, the shares

will be voted (I) FOR THE ELECTION OF THE NOMINEES NAMED HEREIN AND (II) FOR THE
RATIFICATION OF WHITLEY PENN, LLP AS THE COMPANY'S INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 2006. The Board of
Directors 1is not aware of any other matters to be presented for action at the
Annual Meeting. However, 1f any other matter 1is properly presented at the
Annual Meeting, 1t is the intention of the persons named in the enclosed proxy
to wvote in accordance with their best Jjudgment on such matters.

The enclosed Proxy, even though executed and returned, may be revoked at any
time prior to the wvoting of the Proxy (a) by execution and submission of a

revised proxy, (b) by written notice to the Secretary of the Company, or (c) by
voting 1in person at the Annual Meeting.

(1) TO ELECT FIVE (5) DIRECTORS FOR THE ENSUING YEAR

NOMINEES FOR DIRECTORS

The persons named in the enclosed Proxy have been selected by the Board of

Directors to serve as proxies (the "Proxies") and will vote the shares
represented by valid proxies at the Annual Meeting of Stockholders and
adjournments thereof. They have indicated that, unless otherwise specified in

the Proxy, they intend to elect as Directors the nominees listed below. Each
duly elected Director will hold office wuntil his successor shall have been
elected and qualified.

Unless otherwise instructed or wunless authority to vote 1is withheld, the
enclosed Proxy will be voted for the election of the nominees listed below.
Although the Board of Directors of the Company does not contemplate that any of
the nominees will be unable to serve, if such a situation arises prior to the
Annual Meeting, the persons named 1in the enclosed Proxy will vote for the
election of such other person(s) as may be nominated by the Board of Directors.

The Board of Directors unanimously recommends a vote FOR the election of each of
the nominees listed Dbelow. All of the nominees are presently our directors.
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Eric S. Langan, age 38, has been a Director of the Company since 1998 and the
President/Chief Executive Officer of the Company since March 1999. Mr. Langan
is also the Acting Chief Financial Officer of the Company. He has been involved
in the adult entertainment business since 1989. From January 1997 through the
present, he has held the position of President with XTC Cabaret, Inc. Since
1989, Mr. Langan has exercised managerial control over the grand openings and
operations of more than twelve adult entertainment businesses. Through these
activities, Mr. Langan has acquired the knowledge and skills necessary to
successfully operate adult entertainment businesses.

Robert L. Watters, age 54, has been a director of the Company since 1986. Mr.
Watters was president and chief executive officer of the Company from 1991 until
March 1999. He was also a founder in 1989 and operator until 1993 of the
Colorado Bar & Grill, an adult cabaret located in Houston, Texas and in 1988
performed site selection, negotiated the property purchase and oversaw the
design and permitting for the cabaret that became the Cabaret Royale, in Dallas,
Texas. Mr. Watters practiced 1law as a solicitor in London, England and is
qualified to practice law in New York state. Mr. Watters worked in the
international tax group of the accounting firm of Touche, Ross & Co. (now
succeeded by Deloitte & Touche) from 1979 to 1983 and was engaged in the private
practice of law in Houston, Texas from 1983 to 1986, when he became involved in
the full-time management of the Company. Mr. Watters graduated from the London
School of Economics and Political Science, University of London, in 1973 with a
Bachelor of Laws (Honours) degree and in 1975 with a Master of Laws degree from
Osgoode Hall Law School, York University. Since 1999, Mr. Watters has operated
a cabaret in New Orleans.

Alan Bergstrom, age 60, has been our director since 1999. Since 1997, Mr.
Bergstrom has Dbeen the Chief Operating Officer of Eagle Securities which is an
investment consulting firm. Mr. Bergstrom 1s also a registered investment
broker with Crescent Securities Group, Inc. From

1991 wuntil 1997, Mr. Bergstrom was a vice president--investments with Principal

Financial Securities, Inc. Mr. Bergstrom holds a B.B.A. Degree in Finance
(1967) from the University of Texas.
Travis Reese, age 36, has been a director of the Company since 1999 and is the

Company's Vice President/Director of Technology. Mr. Reese also serves as
Executive Vice President/Secretary for RCI Internet Services, our wholly owned
subsidiary. From 1997 through 1999, Mr. Reese was a senior network

administrator at St. Vincent's Hospital in Santa Fe, New Mexico. During 1997,
Mr. Reese was a computer systems engineer with Deloitte & Touche. From 1995
until 1997, Mr. Reese was a vice-president with Digital Publishing Resources,

Inc., an Internet Service Provider. From 1994 until 1995, Mr. Reese was a pilot
with Continental Airlines. From 1992 until 1994, Mr. Reese was a pilot with
Hang On, Inc., an airline company. Mr. Reese has an Associates Degree in

Aeronautical Science from Texas State Technical College.

Steven L. Jenkins, age 48, has been a director of the Company since 2001. Mr.
Jenkins has Dbeen a certified public accountant with Pringle Jenkins &
Associates, P.C., located in Houston, Texas. Mr. Jenkins is the President and

owner of Pringle Jenkins & Associates, P.C. Mr. Jenkins has a BBA Degree (1979)
from Texas A&M University. Mr. Jenkins is a member of the AICPA and the TSCPA.

OUR DIRECTORS AND EXECUTIVE OFFICERS
Our Directors are elected annually and hold office until the next annual meeting

of our stockholders or wuntil their successors are elected and qualified.
Officers are elected annually and serve at the discretion of the Board of
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Directors. There 1is no family relationship between or among any of our
directors and executive officers. Our Board of Directors consists of five
persons.
NAME AGE POSITION
Eric S. Langan 38 Director, Chief Executive Officer/
President and Acting Chief Financial
Officer
Travis Reese 36 Director and Vice President/Director of
Technology
Robert L. Watters 54 Director
Alan Bergstrom 60 Director
Steven L. Jenkins 48 Director

RELATED TRANSACTIONS

Our Board of Directors has adopted a policy that our business affairs will be
conducted in all respects by standards applicable to publicly held corporations
and that we will not enter into any future transactions and/or loans between us
and our officers, directors and 5% shareholders unless the terms are no less
favorable than could be obtained from independent, third parties and will be
approved by a majority of our independent and disinterested directors. In our
view, all of the transactions described below meet this standard.

In May 2002, we loaned $100,000 to Eric Langan who is our Chief Executive

Officer. The promissory note 1s unsecured, bears interest at 11% and is
amortized over a period of ten years. The note contains a provision that in the

event Mr. Langan leaves the Company for any reason, the note immediately becomes
due and payable in full. The balance of the note was $73,779 as of April 17,
2006, and 1is included 1in other assets 1in our Dbalance sheet.

On July 22, 2005, we issued a Secured Convertible Debenture to Ralph McElroy, a
greater than 10% shareholder of the Company, for the principal sum of $660,000
bearing interest at the rate of 12% per annum, with a maturity date of August 1,
2008. Under the terms of the Debenture, we are required to make monthly
interest payments beginning September 1, 2005. We have the right to redeem the
Debenture in whole or in part at any time during the term of the Debenture. At
the election of the Holder, the Holder has the right to require the Debenture to
be repaid in thirty (30) equal monthly installments commencing February 2006.
The Holder has the option to convert all or any portion of the principal amount
of the Debenture into shares of our common stock at a rate of $3.00 per share,
subject to adjustment under certain conditions. The Debenture provides, absent
shareholder approval, that the number of shares of our common stock that may be
issued Dby us or acquired by the Holder upon conversion of the Debenture shall
not exceed 19.99% of the total number of issued and outstanding shares of our
common stock. The Debenture is secured by certain of our assets. Additionally,
we issued Mr. McElroy a Warrant to purchase 50,000 shares of our common stock at
an exercise price of $3.00 per share until July 22, 2008. The shares of Common
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Stock underlying the principal amount of the Debenture and the Warrants have
piggyback registration rights.

INFORMATION CONCERNING THE BOARD OF DIRECTORS AND ITS COMMITTEES

The Board of Directors held six (6) meetings and acted by unanimous written
consent five (5) times during the fiscal year ended September 30, 2005. All of
our Directors attended at least 75% of our Board meetings. All members of our
Audit Committee, Nominating Committee and Compensation Committee attended at
least 75% of their respective meetings.

AUDIT COMMITTEE
We have an Audit Committee whose members are Robert L. Watters, Alan Bergstrom

and Steven L. Jenkins. Mr. Watters was our President until March 1999, and has
not been an officer or employee since March 1999. Mr. Watters, Mr. Bergstrom

and Mr. Jenkins are independent Directors. The primary purpose of the Audit
Committee 1is to oversee the Company's financial reporting process on behalf of
the Board of Directors. The Audit Committee meets privately with our Chief

Accounting Officer and with our independent registered public accounting firm
and evaluates the responses by the Chief Accounting Officer both to the facts
presented and to the judgments made by our outside independent registered public
accounting firm. Our Audit Committee reviewed and discussed our audited
financial statements for the vyear ended September 30, 2005, with management.

Steven L. Jenkins serves as the Audit Committee's Financial Expert.
In May 2000, our Board adopted a Charter for the Audit Committee. A copy of
the Audit Committee Charter 1is attached hereto as Exhibit "A." The Charter

establishes the independence

of our Audit Committee and sets forth the scope of the Audit Committee's duties.
The Purpose of the Audit Committee is to conduct continuing oversight of our
financial affairs. The Audit Committee conducts an ongoing review of our
financial reports and other financial information prior to their being filed
with the Securities and Exchange Commission, or otherwise provided to the

public. The Audit Committee also reviews our systems, methods and procedures of
internal controls in the areas of: financial reporting, audits, treasury
operations, corporate finance, managerial, financial and SEC accounting,

compliance with law, and ethical conduct. A majority of the members of the
Audit Committee will be independent. The Audit Committee is objective, and

reviews and assesses the work of our independent registered public accounting
firm and our internal audit department.

The Audit Committee reviewed and discussed the matters required by SAS 61 and
our audited financial statements for the fiscal year ended September 30, 2005,
with management and our independent registered public accounting firm. The
Audit Committee has received the written disclosures and the letter from our
independent registered public accounting firm required by Independence Standards
Board No. 1, and the Audit Committee has discussed with the independent
registered public accounting firm the independent registered public accounting
firm's 1independence. The Audit Committee recommended to the Board of Directors
that the Company's audited financial statements for the fiscal year September
30, 2005, Dbe included in our Annual Report on Form 10-KSB for the fiscal year
ended September 30, 2005. The Audit Committee held four (4) meetings during the
fiscal year ended September 30, 2005.

NOMINATING COMMITTEE
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We have a Nominating Committee whose members are Robert L. Watters, Alan
Bergstrom and Steven L. Jenkins. In July 2004, the Board unanimously adopted a
Charter with regard to the process to be used for identifying and evaluating

nominees for director. The Charter establishes the independence of our
Nominating Committee and sets forth the scope of the Nominating Committee's
duties. Under the Nominating Committee Charter, a majority of the members of

the Nominating Committee will Dbe independent. A copy of the Nominating
Committee's Charter can be found on the Company's website at www.Ricks.com. The
Nominating Committee met one time during the fiscal year ended September 30,
2005.

COMPENSATION COMMITTEE

We have a Compensation Committee whose members are Robert Watters, Alan
Bergstrom and Steven L. Jenkins. The primary purpose of the Compensation
Committee 1is to evaluate and review the compensation of executive officers.
The Compensation Committee met one time during the fiscal year ended September
30, 2005.

There 1is no family relationship between or among any of the directors and
executive officers of the Company.

SHAREHOLDER COMMUNICATIONS

We do not currently have a process for security holders to send communications
to the Board of Directors, which we believe is appropriate based on our size,
the limited number of our shareholders and the limited number of communications
which we receive. However, we welcome comments and questions from our
shareholders. Shareholders can direct communications to our Chief Executive
Officer, Eric Langan at our executive offices, 10959 Cutten Road, Houston, Texas
77066. While we appreciate all comments from shareholders, we may not be able
to 1individually respond to all communications. We attempt to address
shareholder questions and concerns 1in our press releases and documents filed
with the SEC so that all shareholders have access to information about the
Company at the same time. Mr. Langan collects and evaluates all shareholder
communications. If the communication is directed to the Board of Directors
generally or to a specific director, Mr. Langan will disseminate the
communications to the appropriate party at the next scheduled Board of Directors
meeting. If the communication requires a more urgent response, Mr. Langan will
direct that communication to the appropriate executive officer or director. All
communications addressed to our directors and executive officers will be
reviewed by those parties wunless the communication 1is clearly frivolous.

COMPLIANCE WITH SECTION 16 (A) OF THE SECURITIES EXCHANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act of 1934 requires our directors and
executive officers, and persons who own beneficially more than ten percent of
our common stock, to file

reports of ownership and changes of ownership with the Securities and Exchange
Commission. Based solely on the reports we have received and on written
representations from certain reporting persons, we believe that the directors,
executive officers, and greater than ten percent beneficial owners have complied
with all applicable filing requirements, with the exception of Ralph McElroy, a
greater than 10% shareholder who had one late filing.

EXECUTIVE COMPENSATION
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The following table reflects all forms of compensation for services to us for
the fiscal vyears ended September 30, 2005, 2004 and 2003 of certain executive
officers. No other executive officer of ours received compensation that
exceeded $100,000 during fiscal 2005. Mr. Langan is Chairman of the Board, a
Director, Chief Executive Officer, President and Chief Financial Officer. Mr.
Reese 1is Director and V.P.-Director of Technology.
SUMMARY COMPENSATION TABLE
Annual Compensation Long Term Compensa
Awards Payouts
Other Securities
Name and Annual Restricted Underlying
Principal Compen— Stock Options/ LTIP
Position Year Salary Bonus sation (1) Awards SARS Payouts
($) ($) (S) ($) (#) (S)
Eric Langan
2005 $ 344,100 -0- -0- -0- 5,000 -
2004 $ 326,038 -0- -0- -0- 280,000 -
2003 $ 260,000 -0- -0- -0- 5,000 -

Mr.

Travis Reese

Langan is our Chairman,

a Director, Chief Exe

cutive Officer, President and Chief Financial Of

2005 $ 165,531 -0- -0- -0- 5,000 -
2004 $ 161,000 -0- -0- -0- 55,000 -
2003 $ 158,855 -0- -0- -0- 5,000 -
Mr. Reese is a Director and V.P.-Director of Technology
(1) We provide certain executive officers certain personal Dbenefits.
Since the value of such benefits does not exceed the lesser of $50,000
or 10% of annual compensation, the amounts are omitted.
7
OPTION/SAR GRANTS IN LAST FISCAL YEAR (INDIVIDUAL GRANTS)
Number of Percent of Total
Securities Options/SARs
Underlying Granted To
Options/SARs Employees In Exercise of Expiration
Name Granted Fiscal Year Base Price Date
# % $/share
Eric Langan 5,000 shares (1) 5.56 % S 2.80 7/20/2010
Travis Reese 5,000 shares (1) 5.56 % S 2.80 7/20/2010

These options were granted to Messrs.

Langan

and Reese for serving in their



Edgar Filing: RICKS CABARET INTERNATIONAL INC - Form DEF 14A

capacity as Directors. There were 27,500 shares of options exercised by Messrs.
Langan and Reese during the fiscal year ended September 30, 2005.

AGGREGATED OPTION/SAR EXERCISES IN
LAST FISCAL YEAR AND FY-END OPTION/SAR VALUES

Number Of Unexercised

Securities Underlying Value of Unexercised
Options/SARs In-The-Money Options/
Shares At FY-End SARs At FY-End
Acquired On Value Exercisable/ Exercisable/
Name Exercise Realized Unexercisable Unexercisable
# $ # $
Eric Langan 5,000 (1) s 6,363 290,000 / 105,000 $ 178,350 / $55,150
Travis Reese 22,500 (1) $ 25,131 47,500 / 30,500 S 29,975 / $14,650
(1) There were 27,500 shares of options exercised Dby these persons during the

fiscal year ended September 30, 2005.

DIRECTOR COMPENSATION

We do not currently pay any cash directors' fees, but we pay the expenses of our
directors in attending board meetings. In July 2005, we issued 10,000 options
to each Director who is a member of our audit committee and 5,000 options to our
other Directors. These options have a strike price of $2.80 per share and expire
in July 2010.

EMPLOYMENT AGREEMENTS

We have a two year employment agreement with Mr. Eric S. Langan (the "Langan
Agreement"). The Langan Agreement extends through April 1, 2008, and provides
for an annual base salary of $400,000. The Langan Agreement also provides for
participation in all benefit plans maintained by us for salaried employees. The
Langan Agreement contains a confidentiality provision and an

agreement by Mr. Langan not to compete with us upon the expiration of the Langan
Agreement. We have not established long-term incentive plans or defined benefit
or actuarial plans.

We also have a three-year employment agreement with Mr. Travis Reese (the "Reese
Agreement"). The Reese Agreement extends through February 1, 2007, and provides
for an annual base salary of $175,000. The Reese Agreement also provides for
participation in all benefit plans maintained by us for salaried employees. The
Reese Agreement contains a confidentiality provision and an agreement by Mr.
Reese not to compete with us upon the expiration of the Reese Agreement. We have
not established long-term incentive plans or defined benefit or actuarial plans.

EMPLOYEE STOCK OPTION PLANS
While we have been successful in attracting and retaining qualified personnel,

we Dbelieve that our future success will depend in part on our continued ability
to attract and retain highly qualified personnel. We pay wages and salaries
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that we believe are competitive. We also believe that equity ownership is an
important factor in our ability to attract and retain skilled personnel. We
have adopted Stock Option Plans for employee and directors. The purpose of the
Plans 1s to further our interests, our subsidiaries and our stockholders by
providing incentives in the form of stock options to key employees and directors
who contribute materially to our success and profitability. The grants

recognize and reward outstanding individual performances and contributions and
will give such persons a proprietary interest in the Company, thus enhancing
their personal interest in our continued success and progress. The Plans also
assist the Company and our subsidiaries in attracting and retaining key
employees and directors. The Plans are administered by the Board of Directors.
The Board of Directors has the exclusive power to select the participants in the
Plans, to establish the terms of the options granted to each participant,
provided that all options granted shall be granted at an exercise price equal to
at least 85% of the fair market value of the common stock covered by the option
on the grant date and to make all determinations necessary or advisable under
the Plans.

In 1995 we adopted the 1995 Stock Option Plan. A total of 300,000 shares may be
granted and sold wunder the 1995 Plan. As of September 30, 2001, a total of
167,500 stock options had been granted and are outstanding under the Plan, none
of which have Dbeen exercised. We do not plan to issue any additional options
under the 1995 Plan.

In August 1999 we adopted the 1999 Stock Option Plan (the "1999 Plan") with
500,000 shares authorized to be granted and sold under the 1999 Plan. In August
2004, shareholders approved an Amendment to the 1999 Plan (the "Amendment")
which increased the total number of shares authorized to 1,000,000. As of
September 30, 2005, 878,000 stock options were outstanding under the 1999 Plan.
As of April 17, 2006, 169,000 of these stock options have been exercised.

EQUITY COMPENSATION PLAN INEFORMATION

The following table sets forth all equity compensation plans as of September 30,
2005:

Number of securiti

Number of securities to Weighted-average available for fut
be issued upon exercise exercise price of under equity compe
of outstanding options, outstanding options, (excluding securitie
warrants and rights warrants and rights column (
Plan category (a) (b) (c)
Equity compensation plans
approved by security
holders 878,000 $ 2.47
Equity compensation plans
not approved by security
holders 0 0
TOTAL 878,000 $ 2.47

10
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SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information at April 17, 2006, with
respect to the beneficial ownership of shares of Common Stock by (i) each person
known to us who owns Dbeneficially more than 5% of the outstanding shares of
Common Stock, (ii) each of our directors, (iii) each of our executive officers
and (iv) all of our executive officers and directors as a group. Unless
otherwise 1indicated, each stockholder has sole voting and investment power with
respect to the shares shown. As of April 17, 2006, there were 4,798,038 shares
of common stock outstanding.

NAME /ADDRESS NUMBER OF SHARES TITLE OF CLASS PERCENT OF
CLASS (9)
Eric S. Langan 1,133,010 (1) Common stock 22.2%

10959 Cutten Road
Houston, Texas 77066

Robert L. Watters 35,000 (2) Common stock

11



