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UNITED STATES
SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reportedigdst 7, 2006

a

MEXICAN RESTAURANTS, INC.
(Exact name of registrant as specified in its @rart

Texas 000-28234 76-0493269
(State or other jurisdiction (Commission (IRS Employer
of incorporation) File Number) Identification No.)

1135 EDGEBROOK, HOUSTON, TEXAS 77034-1899
(Address of principal executive offices) (Zipde)

(Registrant's telephone number, including area)c@de3) 943-7574

Check the appropriate box below if the For{ &iting is intended to simultaneously satisfy tfilexg obligation of the Registrant under any
the following provisions:

Written communications pursuant to Rule 42&ler the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-I#er the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuaniie R4d-2(b) under the Exchange Act (17 CFR 2402¢x)

Pre-commencement communications pursuantule R3e-4(c) under the Exchange Act (17 CFR 2404(8p




Item 2.02. Results of Operations and Financial Condition.

On August 7, 2006, Mexican Restaurants, Inc. issupress release announcing its financial resoitgs 2006 second quarter en
July 2, 2006. A copy of the press release is degméd furnished, but not filed, as Exhibit 99.1dte.

In accordance with General Instruction B.2 of F&k, the information in this Current Report on Fo8AK, including Exhibit 99.1
shall not be deemed to be “filed” for purposes ettibn 18 of the Securities Exchange Act of 19%lamended (the “Exchange Act
otherwise subject to the liability of that secti@md shall not be incorporated by reference intpragistration statement or other docun

filed under the Securities Act of 1933, as amendedhe Exchange Act, except as shall be expressljorth by specific reference in s
filing.

Item 9.01. Financial Statements and Exhibits.
(c) Exhibits.

The following is furnished as Exhibit 99.1 to tigsirrent Report on Form 8-K:

99.1 Mexican Restaurants, Inc. press releasel datgust 7, 2006.




SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causidréport to be signed on
behalf by the undersigned hereunto duly authorized.

MEXICAN RESTAURANTS, INC.
Date: August 8, 2006 By: /s/ Andrew J. Dennard
Name: Andrew J. Dennal

Title: Executive Vice President, Chief Financial
Officer, Treasurer and Corporate Secyet
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99.1 Mexican Restaurants, Inc. press release dated Aidg@e06







Exhibit 99.!

E

Contact: Mexican Restaurants, Inc.
Andrew J. Dennard
(713) 943-7574

Mexican Restaurants, I nc.
Announces Second Quarter Operating Results
(NASDAQ:CASA)

Houston, Texas (August 7, 2006) For the secondtguanded July 2, 2006, Mexican Restaurants, Masdaq: CASA) reported net inco
of $1,006,467 or $0.27 cents per diluted share,paoed with net income of $502,174 or $0.14 pertédushare for the second quarte
fiscal 2005. For the 26reek period ended July 2, 2006, the Company regaoré¢ income of $1,772,414 or $0.48 per dilutedesheompare
with the 26-week period of fiscal 2005 net inconi&b,177,321 or $0.32 per diluted share.

The second quarter ended July 2, 2006 includediriaé settlement of the Hurricane Rita insurancairal The consolidated statemen
income ended July 2, 2006 includes a separateitbne for a gain of $386,270 resulting from assetmdged by Hurricane Rita offset
insurance proceeds for the replacement of asshts.Cbmpany also recorded $59,621 as businessuptiem revenue related to the fi
Hurricane Rita insurance claim in the second quartdiscal 2006. Additionally, the Company recotd®78,131 as restaurant closure ¢
related to the sale of a previously closed restdawad a correction of $80,000 in royalty incomieing understated royalty income over
16 previous quarters.

The Companys revenues for the second quarter of fiscal 200&ased $1.3 million or 6.2% to $21.7 million comgzhwith $20.4 million fc
the same quarter in fiscal 2005. Restaurant salesettond quarter 2006 increased $1.1 million $%6to $21.4 million compared with $2
million for the second quarter of fiscal 2005. Apgpimately 80.0% of the increase in restaurant s@#scts the addition of one new restau
and the full quarter impact of another new restauaalded at the end of second quarter 2005. Thaineler of the increase reflects posi
same-restaurant sales growth (the tenth conseagtiader of positive sammestaurant sales). For the second quarter endg®,JaD06, tot:
system same-restaurant sales increased 0.3%, Cgropared same-restaurant sales increased 1.1% andhisedswned same restaur:
sales decreased 2.1%.

On a year-to-date basis, the Company’s revenueuwas?2.9 million or 7.0% to $43.4 million compare@w$40.5 million for the same 26-
week period in fiscal 2005. Restaurant sales fer 2Bweek period ended July 2, 2006 increased $2.7 amilbr 6.7% to $42.9 millic
compared with $40.2 million for the same ®&ek period of fiscal 2005. Approximately 55.0%tlo¢ increase in restaurant sales reflects
restaurant additions; the remainder of the increaflects positive same-restaurant sales growth tte 26week period ended July 2, 20
total system same-restaurant sales increased Xb¥hpany-owned same-restaurant sales increased 8r¥dranchised-owned same-
restaurant sales decreased 0.9%.

Commenting on the Comparsysecond quarter results, Curt Glowacki, Chief Ege Officer, stated, "On a national level, théwes bee
significant pressure on the casual dining segmarg tb increased gas prices, utility costs, compatitand commodity pricin
Notwithstanding, our sar-restaurant sales were up and our margins improwvetpared with the second quarter fiscal 2005. Outicoec
improvement is a reflection of a passionate commititio anticipate, develop and execute stratepesdeliver value for both customers
shareholders. Consistent with our growth strategyppened one new restaurant in Oklahoma durindjrdtegquarter that continues to exc
our sales expectations and have signed another feaa restaurant we plan to open in Texas dutiedourth quarter of fiscal 2006."




The following table has been provided to reconttie Company’s net income for the Company’s quaderds 26week periods ended July
2006 and July 3, 2005 to pro forma income. Thefprma income excludes the impact of restaurantuckogosts, gain or loss on sale
assets, correction of previously unrecorded royialtpme and Hurricane Rita gain and revenues. Toidgoma income has been included !
is deemed to provide meaningful information regagdthe Company’s second quarter and yeatat® information. The Company |
presented information within this document containbperating measures which in managenseapinion provide investors with use
industry specific information to help them evalyated perform meaningful comparisons of, the Comgjmperformance, but that may not
presented in accordance with Generally Acceptediating Principles (“GAAP”)These measures are not intended to replace anttidhe
read in conjunction with, the GAAP financial result

13-Week 13-Week 26-Week 26-Week
Period Ended Period Ended Period Ended Period Ended

Reconciliation of Pro Forma Net Income 7/02/06 7/03/05 7/02/06 7/03/05
Income from continuing operations before incomesax $ 1,529,49. $ 781,49: $ 2,675,20. $ 1,821,98!
Impairments and restaurant closure costs 78,13 - 78,13 -
Hurricane Rita Gain (386,27() -- (366,80%) --
(Gain) loss on sale of assets (14,17Y) 131,20: (8,216 133,39:
Business interruption proceeds (59,627 -- (59,627 --
Correction of royalty income (80,000 -- (80,000 --
Income from continuing operations before taxes-G&MAP 1,067,55! 912,69: 2,238,69! 1,955,37!
Provision for income taxes 365,10« 288,95¢ 755,55¢ 633,54,
Income from continuing operations, non-GAAP 702,45: 623,73 1,483,13. 1,321,833
Loss from discontinued operations, net of taxes - (31,860 - (54,90¢)
Net Income, no-GAAP $ 702,45; $ 591,87: $ 1,483,13. $ 1,266,93
Weighted average number of shares (diluted) 3,666,71 3,717,55! 3,654,96: 3,722,87
Diluted income per share, non-GAAP $ 0.1¢ $ 0.1¢ $ 041 $ 0.34

Mexican Restaurants, Inc. operates and franchi@@dekican restaurants. The current system incléde€ompanyeperated restaurants,
franchisee operated restaurants and one licenstirant.

Special Note Regarding Forward-L ooking Statements

This press release contains forwdmbking statements within the meaning of the Pdévaecurities Litigation Reform Act of 1995. ¢
forward-looking statements involve known and unknown rigksertainties and other factors which may causeatttual results, performan
or achievements of the Company to be materialfemdift from any future results, performance or agbiments expressed or implied by :
forward-looking statements. Such factors include, amongrsttihe following: growth strategy; dependenceegracutive officers; geograpl
concentration; increasing susceptibility to advecsmditions in the region; changes in consumerdgsstnd eating habits; national, regio
or local economic and real estate conditions; derapbic trends; inclement weather; traffic patterrtie type, number and location
competing restaurants; inflation; increased fooabdr and benefit costs; the availability of expaded management and hourly employ
seasonality and the timing of new restaurant opgsiithanges in governmental regulations; dram segjposure; and other factors not
experienced by the Company. The use of words suthetieves”, “anticipates”, “expects”, “intends”and similar expressions are intent
to identify forwardlooking statements, but are not the exclusive meémdentifying such statements. Readers are utgezhrefully revie\
and consider the various disclosures made by thag@my in this release and in the Company’s mostrmeAnnual Report and Form 30
that attempt to advise interested parties of tskgiand factors that may affect the Company’s lesgsin




M exican Restaur ants, Inc. and Subsidiaries

Consolidated Statements of |ncome

Revenues
Restaurant sales
Franchise fees, royalties and other
Business interruption

Costs and expense
Cost of sales
Labor
Restaurant operating expenses
General and administrative
Depreciation and amortization
Pre-opening costs
Restaurant closure costs
Hurricane Rita gain
(Gain) loss on sale of assets

Operating income

Other income (expense
Interest income
Interest expense
Other, net

Income from continuing operations before income
Income tax expense

Income from continuing operations

Discontinued operation
Loss from discontinued operations
Income tax benefit

Loss from discontinued operations

Net income

Basic income per sha
Income from continuing operations
Loss from discontinued operations

(unaudited)
13-Week 13-Week 26-Week 26-Week
Period Ended Period Ended Period Ended Period Ended
7/02/2006 7/03/2005 7/02/2006 7/03/2005
$ 21,410,57. 20,288,388 $ 42.900,80 $ 40,190,88
264,91: 177,38« 433,61 353,07«
59,62 - 59,62 -
21,735,10 20,465,76 43,394,04 40,543,95
5,917,96' 5,728,10: 11,837,19 11,100,39
6,975,51 6,689,59I 13,850,26' 13,213,88
4,927,64. 4,565,19: 9,869,33: 9,155,72.
1,837,57 1,716,27 3,699,66' 3,506,01
790,19: 696,48:¢ 1,544,73 1,346,39
14,51( 38,83¢ 64,24¢ 39,82t
78,13 - 78,13 -
(386,27() - (366,809 -
(14,17Y) 131,20: (8,216 133,39:
20,141,09 19,565,68 40,568,54 38,495,62
1,594,01. 900,07¢ 2,825,49 2,048,32
63C 634 1,26( 1,26¢
(88,799 (136,13) (198,99) (286,71Y)
23,64: 16,91¢ 47 A4 59,10¢
(64,520 (118,58 (150,29 (226,34
1,529,49: 781,49: 2,675,20. 1,821,98!
523,02: 247 ,45¢ 902,79( 589,75¢
1,006,46 534,03 1,772,41. 1,232,22
- (50,649) - (87,27()
- 18,78: - 32,36«
- (31,860 - (54,906
$ 1,006,46 502,17: $ 1,772,41. $ 1,177,322,
$ 0.3C 0.1¢ $ 05z $ 0.3¢€
- (0.01) - (0.09




Net income

Diluted income per shal
Income from continuing operations
Loss from discontinued operations

Net income

Weighted average number of shares (b

Weighted average number of shares (dilu

0.3C 015 $ 0.5¢ 0.34
0.27 015 $ 0.4¢ 0.32

- (0.01) - (0.01)

0.27 014 $ 0.4€ 0.32
3,389,52 3,417,83. 3,373,25. 3,416,32
3,666,71. 3,717,55' 3,654,96: 3,722,87.




