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Kona Grill is seeking expansion opportunities in the North American 
restaurant market in order to strengthen its brand as a provider of diverse 
American dishes within a certain context of restaurant ambiance 
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INITIAL STATEMENT 

 
by VALUATION & RESEARCH SPECIALISTS (VRS) 

 
 

Information contained herein is based on data obtained from 
recognized statistical services, issue reports or communications, or 
other sources, believed to be reliable. However, such information 
has not been verified by VRS, and VRS does not make any 
representation as to its accuracy and completeness. Opinions, 
estimates, and statements nonfactual in nature expressed in its 

research represent VRS’s judgment as of the date of its reports, are 
subject to change without notice and are provided in good faith and 
without legal responsibility. In addition, there may be instances when 
fundamental, technical and quantitative opinions, estimates, and 
statements may not be in concert. Neither the information nor any 
opinion expressed shall constitute an offer to sell or a solicitation of 
an offer to buy any shares, warrants, convertible securities or options 

of “covered companies” by no means. 
 
 

Fair Market Value (FMV) is not designed with any particular 
individual in mind, nor the “real” transaction for that matter. FMV is a 

hypothetical value for the “model” transaction. The governing 
conditions in this ideal concept are full knowledge and freedom to 

act. But in reality, these ideal conditions are rarely present. Emotional 
and subjective elements often override rational considerations, and 
full knowledge is something rarely attained by the arm’s-length 
potential buyer who previously has not been involved in the 

business. 
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VALUATIO% & RESEARCH SPECIALISTS  (VRS) 
 

Value Invest   -   www.valueinvest.gr                       Investment Research & Analysis Journal   –   www.iraj.gr 

 
 

Contact: research@valueinvest.gr                   US Equities   -   April 5, 2013 

Key Investment Points 
 

 

� Kona Grill’s restaurants seat an average of 295 guests 

and are comprised of multiple dining areas with modern 

design elements. The Company’s restaurants include a 

main dining area, a full-service bar, an outdoor patio and 

a sushi bar. The Company’s strategy is to locate its 

restaurants in high-activity areas such as retail 

centers, shopping malls, urban entertainment 

districts and lifestyle centers that are situated near 

commercial office space and residential housing to 

attract guests throughout the day. 

� According to the Company’s financial reports, Kona 

Grill’s primary growth objective is to strategically 

expand its concept in selected markets over the next 

several years. The Management estimates that this 

concept has the potential for over 100 restaurants 

nationwide. 

Company Description: 
 

Kona Grill owns and operates 23 upscale 

casual restaurants in 16 U.S. states. The 

Company’s restaurants offer freshly 

prepared food, attentive service, and an 

upscale contemporary ambiance. The 

Company’s restaurants feature a diverse 

selection of American dishes, as well as 

appetizers and entrees with an 

international influence, including a 

selection of sushi. Menu items also 

incorporate over 40 signature sauces and 

dressings that Kona Grill prepares from 

scratch. Its menu offerings are 

complemented by a full service bar 

offering a broad assortment of wines, 

specialty drinks and beers. 
 

 

 

In million $ 2010 2011 2012 

    

Sales  82.73 93.66 96.02 

EBIT  -1.14 2.38 5.35 

Margin % -1.37% 2.54% 5.57% 

%et Income -1.57 2.02 4,78 

Margin % -1.9% 2.16% 4.98% 

    

Price (2 April 2013) $ 8.97 

Shares Outst. (million)  8.62 

MktCap (in $ mil.)  77.32 

    

Beta (Reuters)      1.21 

Dividend  $ 0 

Div. Yield   0% 

    

 
 

2012 

(beg.) 
2013  

P/E  29.86x 16.11x 

P/BV  3.32x 4.18x 

    

  
 

  

Source: Company data & VRS Projections 

     
 
         Source: The Company 
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Comparables Valuation  

 

 We will employ the comparables valuation approach in order to value 

the Company today. The universe of comparable companies includes BJ’s 

Restaurants, Buffalo Wild Wings, Famous Dive’s of America Inc. and 

Darden Restaurants.  

 

Top Competitors

Name Symbol Price Reuters Symbol

Kona Grill KONA $8.97 KONA.OQ

BJ's Restaurants BJRI $32.09 BJRI.OQ

Buffalo Wild Wings BWLD $86.49 BWLD.OQ

Famous Dave's of America, Inc. DAVE $10.91 DAVE.OQ

Darden Restaurants DRI $51.33 DRI.OQ  

 

Ent Value

Current ($ mil.) -1yr -5yr +5yr -1yr -5yr +5yr -1yr -5yr +5yr Rev EBITDA EBIT Earnings Book Sales

Kona Grill 90 3% 6% 4% 9% -1% 10% 3% -9% 3% 0.9 x 6.4 x 9.0 x 16.2 x 4.1 x 0.8 x

BJ's Restaurants 1,039 14% 17% 10% 12% 11% 10% 7% 5% 5% 1.5 x 12.6 x 25.4 x 28.8 x 2.5 x 1.3 x

Buffalo Wild Wings 1,134 33% 25% 20% 16% 15% 13% 9% 9% 8% 1.1 x 7.6 x 13.7 x 28.1 x 4.2 x 1.6 x

Famous Dave's of America, Inc. 40 0% 3% 3% 10% 9% 8% 6% 5% 5% 0.3 x 3.3 x 6.5 x 18.8 x 2.4 x 0.5 x

Darden Restaurants 4,032 7% 5% 4% 14% 13% 13% 10% 9% 9% 0.5 x 3.7 x 5.5 x 14.0 x 3.5 x 0.8 x

Low  Value 40 0% 3% 3% 10% 9% 8% 6% 5% 5% 0.3 x 3.3 x 5.5 x 14.0 x 2.4 x 0.5 x

High Value 4,032 33% 25% 20% 16% 15% 13% 10% 9% 9% 1.5 x 12.6 x 25.4 x 28.8 x 4.2 x 1.6 x

Average Value 1,561 13% 13% 9% 13% 12% 11% 8% 7% 7% 0.8 x 6.8 x 12.8 x 22.4 x 3.2 x 1.1 x

Median Value 1,087 10% 11% 7% 13% 12% 12% 8% 7% 7% 0.8 x 5.6 x 10.1 x 23.5 x 3.0 x 1.1 x

Revenue Grow th EBITDA Margin Price MultiplesEBIT Margin Enterprise Value Multiples

 

 

Taking the average of the Median and Average values for each multiple of the 4 

comparable companies (EV/Sales, EV/EBITDA, EV/EBIT, P/E. P/B and P/Sales), 

we conclude that Kona Grill’s price has a potential upside of 5% from the $8.97 

level. 

 

Rev EBITDA EBIT Earnings Book Sales

0.8 x 5.6 x 10.1 x 22.9 x 3.1 x 1.1 x

-15% -13% 15% 42% -25% 30%

5%

Potential per Multiple

Price MultiplesEnterprise Value Multiples

Concluded Range 

Conclusion  
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KONA Grill

Rev EBITDA EBIT Earnings BV Sales

96.02 14.10 9.99 4.79 18.87 96.02

0.8 x 5.6 x 10.1 x 22.9 x 3.1 x 1.1 x

78 79 101 110 58 101

20 20 20

8 8 8

66 67 89

8.62 8.62 8.62 8.62 8.62 8.62

7.64 7.82 10.33 12.74 6.73 11.70 

8.97 8.97 8.97 8.97 8.97 8.97

-15% -13% 15% 42% -25% 30%Potential Stock Increase

Current Stock Price

= Fair Value per Share

Plus: Excess Cash

Less: Total Debt

Enterprise Value

Divide: Shares Outstanding

= Stock Holder's Equity Capital

Enterprise Value Calculation

Multiple Calculation

Multiple x

Current Financial Results (in mil. USD)

Price Ratios

 
 

 

Company Profile  
 

Kona Grill owns and operates 23 upscale casual restaurants in 16 U.S. 

states. The Company’s restaurants offer freshly prepared food, attentive 

service, and an upscale contemporary ambiance. The Company’s restaurants 

feature a diverse selection of American dishes, as well as appetizers and 

entrees with an international influence, including a selection of sushi. Menu 

items also incorporate over 40 signature sauces and dressings that Kona 

Grill prepares from scratch. Its menu offerings are complemented by a full 

service bar offering a broad assortment of wines, specialty drinks and beers. 
 

The Company’s restaurants seat an average of 295 guests and are comprised 

of multiple dining areas with modern design elements. Kona Grill’s 

restaurants include a main dining area, a full-service bar, an outdoor patio 

and a sushi bar. The Company’s strategy is to locate its restaurants in high-

activity areas such as retail centers, shopping malls, urban entertainment 

districts and lifestyle centers that are situated near commercial office space 

and residential housing to attract guests throughout the day. 
 

According to the Company’s financial reports, Kona Grill’s primary growth 

objective is to strategically expand its concept in selected markets over the 

next several years. The Management estimates that this concept has the 

potential for over 100 restaurants nationwide. 
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Share Price Performance versus Market Index (base=100)  
 

 

  

 Red: S&P 500, Blue: KONA 

 

 

 

5 April 2013 

AVG 
Sales 
growth 
(-5Y) 

EBITDA 
margin 
(-5Y) 

EBIT 
Margin 
(-5Y) 

Est. Sales 
growth 
(+5Y) 

EBITDA 
margin 
(+5Y) 

EBIT 
margin 
(+5Y) 

        

Price $ 8.97       

Shares 8,540,000       

Market Cap $ 76,603,800       

Kona Grill  6.1% -0.5% -9.28% 4% 10% 3% 

BJ's Restaurants  17.35% 10.7% 5.2% 10% 10% 5% 

Buffalo Wild Wings  25.48% 14.78% 8.6% 20% 13% 8% 

Famous Dave's of America, Inc.  2.6% 9.26% 5.47% 2.5% 8% 5% 

Darden Restaurants  4.89% 13.26% 9.16% 3.5% 13% 8.9% 
 

 

Source: Historical data, VRS Estimates 

 

 

Multiple Stats KONA

EV / Revenue (x) 0.8 x 0.9 x

EV / EBITDA (x) 6.8 x 6.4 x

EV / EBIT (x) 12.8 x 9.0 x

P / Book Value (x) 3.2 x 4.1 x

P / Earnings (x) 22.4 x 16.2 x

P / Revenue (x) 1.1 x 0.8 x

Competitors

 

 

  Ticker 

 

Bloomberg KONA.US 

Reuters  KONA.OQ 
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  Strengths - Opportunities   Weaknesses - Threats 

      

1  

A restaurant atmosphere that incorporates freshly 

prepared food with a diverse selection of 

mainstream American dishes and award-winning 

sushi. 

  

History of underperformance in terms of profitability and 

growth. The company reported net losses during the 

period 2005-2010. 

      

2  
The Company has a strong brand name in the 

North American market. 
  

The Company closed a restaurant in Naples, Florida in 

September 2008, a restaurant in West Palm Beach, 

Florida in July 2011, and a restaurant in Sugar Land, 

Texas in September 2011 due to lower-than-expected 

sales volume. 

      

3  
Attractive unit economics (average unit volume of 

restaurants was $579 per square foot) 
  

The Company has large exposure to the North American 

market. 

      

4  

The Company may leverage its distinctive upscale 

dining ambiance by building a stronger brand over 

the next 5 years. 

  

The Company’s expansion plans do not involve any 

franchised restaurant operations. This may pose some 

burden in terms of rapid brand expansion. 

      

5  

Significant expansion opportunities to key areas. 

The company has already expanded in the Idaho 

market, expecting to open its restaurant in the 

fourth quarter of 2013. One more restaurant is 

expected to open in 2013. 

  

The restaurant industry is highly-competitive and a lot of 

Kona Grill’s competitors are many times the Company’s size 

in terms of sales, market capitalization and assets. 

      

6  

Opportunities in terms of food innovations are also 

apparent, since the Company may grow its sales 

by adopting new recipes that offer advantages in 

terms of cost efficiency and price/value 

considerations. 

  
The Company’s variable costs may skyrocket, posing 

significant pressures to margins. 

      

7  

Expansion of wine offerings may increase 

significantly profit margins, given that restaurants 

have in general ample room for wine-pricing. Wine 

offerings with specialized personnel (e.g. 

sommeliers) may increase further wine sales and 

wine-related dishes. 

  

A possible economic slowdown may put further pressure to 

the solvency of retail operators and shopping malls, 

operations on which Kona Grill is significantly dependent, 

given that the Company opens its restaurants in high-traffic 

places. 

      
      

 

Source: Valuation & Research Specialists. 
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DISCLOSURE STATEME%T  (1) 
 

 

VRS Cautions on Forward-Looking Statements 

 

VALUATIO% & RESEARCH SPECIALISTS (VRS) cautions that forward-looking statements are subject to numerous assumptions, risks and 

uncertainties, which change over time. Forward-looking statements speak only as of the date they are made, and VRS assumes no duty to and does not 

undertake to update forward-looking statements. Actual results could differ materially from those anticipated in forward-looking statements and future 

results could differ materially from historical performance. 

 

In addition to factors previously disclosed in VRS reports and those identified elsewhere in this communication, the following factors, among others, 

could cause actual results to differ materially from forward-looking statements or historical performance: (1) the introduction, withdrawal, success and 

timing of business initiatives and strategies; (2) changes in political, economic or industry conditions, the interest rate environment or financial and 

capital markets, which could result in changes in demand for products or services or in the value of assets under management; (3) the impact of 

increased competition; (4) the impact of capital improvement projects; (5) the impact of future acquisitions or divestitures; (6) the unfavorable 

resolution of legal proceedings; (7) the extent and timing of any share repurchases; (8) the impact, extent and timing of technological changes and the 

adequacy of intellectual property protection; (9) the impact of legislative and regulatory actions and reforms and regulatory, supervisory or 

enforcement actions of government agencies; (10) terrorist activities and international hostilities, which may adversely affect the general economy, 

domestic and local financial and capital markets, as well as specific industries; (11) the ability to attract and retain highly talented professionals; (12) 

fluctuations in foreign currency exchange rates; (13) the impact of changes to tax legislation and, generally, the tax position of the covered company. 

 

 

 

 

VRS Makes a Statement about Real Estate Market Risk 

 

The real estate market is to a large extent cyclical and faces risks at a number of levels. Among others, the following factors tend to affect the demand 

and the ability of tenants to pay rent: 

- Macroeconomic environment 

- Level of supply 

- Interest rates 

Furthermore, the following factors are mainly, but not exclusively, accountable for the course of property values: 

- Macroeconomic environment 

- Corporate Earnings 

- Interest rates 

- Financing mechanisms offered 

- Returns on other types of assets 

- Legal and tax legislation 
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VALUATIO% & RESEARCH SPECIALISTS  (VRS) 
 

Value Invest   -   www.valueinvest.gr        Investment Research & Analysis Journal   –   www.iraj.gr 
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DISCLOSURE STATEME%T  (2) 
 

VALUATIO% & RESEARCH SPECIALISTS (VRS) is an independent firm providing advanced equity research, quality valuations and value-

related advisory services to local and international business entities and / or communities. VRS services include valuations of intangible assets, 

business enterprises, and fixed assets. VRS’s focus business is in providing independent equity research to its institutional and retail clients / 

subscribers. 
 

VRS is not a brokerage firm and does not trade in securities of any kind. VRS is not an investment bank and does not act as an underwriter 

for any type of securities. 
 

VRS accepts fees from the companies it covers and researches (the “covered companies”), and from major financial institutions. The sole purpose of 

this policy is to defray the cost of researching small and medium capitalization stocks which otherwise receive little research coverage. In this manner 

VRS can minimize fees to its clients / subscribers and thus broaden investor’s attention to the “covered companies.” 
 

VRS analysts are compensated on a per-company basis and not on the basis of their recommendations. Analysts are not allowed to solicit prospective 

“covered companies” for research coverage by VRS and are not allowed to accept any fees or other consideration from the companies they cover for 

VRS. Analysts are also not allowed to trade in the shares, warrants, convertible securities, or options of companies they cover for VRS. 
 

Furthermore, VRS, its officers, and directors cannot trade in shares, warrants, convertible securities or options of any of the “covered companies.” 

VRS accepts payment for research only in cash and will not accept payment in shares, warrants, convertible securities or options of “covered 

companies” by no means. 
 

To ensure complete independence and editorial control over its research, VRS follows certain business practices and compliance procedures, which 

are also applied internationally. Among other things, fees from “covered companies” are due and payable prior to the commencement of research and, 

as a contractual right, VRS retains complete editorial control over the research process and the final equity analysis report. 
 

Information contained herein is based on data obtained from recognized statistical services, issue reports or communications, or other sources, 

believed to be reliable. However, such information has not been verified by VRS, and VRS does not make any representation as to its accuracy and 

completeness. Opinions, estimates, and statements nonfactual in nature expressed in its research represent VRS’s judgment as of the date of its reports, 

are subject to change without notice and are provided in good faith and without legal responsibility. In addition, there may be instances when 

fundamental, technical and quantitative opinions, estimates, and statements may not be in concert. Neither the information nor any opinion expressed 

shall constitute an offer to sell or a solicitation of an offer to buy any shares, warrants, convertible securities or options of “covered companies” by no 

means. 

 

DISCLOSURE CHECKLIST 
 

Covered Company Reuters Price Close Date of Price Close Disclosure 

KONA GRILL INC. KONA.OQ $ 8.97 2 April 2013 2, 3 
 

1. VRS has acted as financial consultant for the covered company within the past 24 months. 

2. VRS has sent the research report to the covered company, prior to publication or dissemination, for factual verification. 

3. VRS has changed the contents of the initially sent report, with respect to: no change has been made. 

4. VRS has received compensation from the covered company for the preparation of this research report. 

5. VRS produces research reports for this company on systematic basis. 

6. VRS produces research reports for this company on demand basis. 

7. VRS has produced a research report for this company within the past 12 months. 

 

COMPLIA%CE WITH EU DIRECTIVES and GREEK LAWS 
 

VRS prepares its equity research reports in a best effort to comply with the provisions of the EU Directive 2003/6/EK of the European Commission 

(L 339/73/24.12.2003, L 096/16/2003), the Guidelines 2003/125/EK and the Decision 4/347/12.7.2005 of the Hellenic Capital Markets Committee, 

as well as with the provisions of article 14, Greek Law 3340/2005, and the relevant clarifications with regard to the legal obligations of equity 

analysts. 
 

VRS analysts are certified by the Hellenic Capital Markets Committee. The latter may request from VRS analysts to justify their views and 

conclusions with regard to this research report. 

 

A%ALYST CERTIFICATIO% 
 

The views expressed in this report accurately reflect the personal views of the undersigned analyst(s) about the subject issuer and the securities of the 

issuer. In addition, the undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view in 

this research report. 
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