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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

SCHEDULE 14A
(Rule 14a-101)

INFORMATION REQUIRED IN PROXY STATEMENT

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No.     )

Filed by the Registrant þ

Filed by a Party other than the Registrant o

Check the appropriate box:

þ  Preliminary Proxy Statement
o  Confidential, For Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
o  Definitive Proxy Statement
o  Definitive Additional Materials
o  Soliciting Material Under Rule 14a-12

Kona Grill, Inc.
(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if Other Than the Registrant)

Payment of Filing Fee (Check the appropriate box):

þ  No fee required.

o  Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

1)  Title of each class of securities to which transaction applies:

2)  Aggregate number of securities to which transaction applies:

3)  Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth
the amount on which the filing fee is calculated and state how it was determined):

4)  Proposed maximum aggregate value of transaction:
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5)  Total fee paid:

o  Fee paid previously with preliminary materials:

o  Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

1)  Amount previously paid:

2)  Form, Schedule or Registration Statement No.:

3)  Filing Party:

4)  Date Filed:
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KONA GRILL, INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

May 4, 2006

The Annual Meeting of Stockholders of Kona Grill, Inc., a Delaware corporation, will be held at 2:00 p.m., on
Thursday, May 4, 2006, at the offices of Greenberg Traurig, LLP, 2375 East Camelback Road, Suite 700, Phoenix,
Arizona, for the following purposes:

1. To elect one Class I director to serve for a three-year term expiring in 2009.

2. To approve an amendment to our certificate of incorporation to decrease the number of authorized shares of
common stock from 40,000,000 to 15,000,000, and to decrease the number of authorized shares of preferred stock
from 20,000,000 to 2,000,000.

3. To ratify the appointment of Ernst & Young LLP as our independent auditors for the fiscal year ending
December 31, 2006.

4. To transact such other business as may properly come before the meeting or any adjournment thereof.

These items of business are more fully described in the proxy statement accompanying this notice.

Only stockholders of record at the close of business on March 20, 2006 are entitled to notice of and to vote at the
meeting.

All stockholders are cordially invited to attend the meeting and vote in person. To assure your representation at the
meeting, however, you are urged to mark, sign, date, and return the enclosed proxy as promptly as possible in the
postage-prepaid envelope enclosed for that purpose. You may vote in person at the meeting even if you have
previously returned a proxy.

Sincerely,

Mark S. Robinow
Executive Vice President, Chief Financial Officer, and Secretary
Scottsdale, Arizona
March 19, 2006
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KONA GRILL, INC.
7150 East Camelback Road, Suite 220

Scottsdale, Arizona 85251

PROXY STATEMENT

VOTING AND OTHER MATTERS

General

The enclosed proxy is solicited on behalf of Kona Grill, Inc., a Delaware corporation, by our Board of Directors for
use at our Annual Meeting of Stockholders to be held at 2:00 p.m. on Thursday, May 4, 2006, or at any adjournment
thereof, for the purposes set forth in this proxy statement and in the accompanying notice. The meeting will be held at
the offices of Greenberg Traurig, LLP, at 2375 East Camelback Road, Suite 700, Phoenix, Arizona.

These proxy solicitation materials were first mailed on or about April 4, 2006 to all stockholders entitled to vote at the
meeting.

Voting Securities and Voting Rights

Stockholders of record at the close of business on March 20, 2006, are entitled to notice of and to vote at the meeting.
On the record date, there were issued and outstanding 5,791,578 shares of our common stock. Each holder of common
stock voting at the meeting, either in person or by proxy, may cast one vote per share of common stock held on all
matters to be voted on at the meeting.

The presence, in person or by proxy, of the holders of a majority of the total number of shares of common stock
entitled to vote constitutes a quorum for the transaction of business at the meeting. Assuming that a quorum is present,
a plurality of the votes properly cast in person or by proxy will be required to elect the director; and the affirmative
vote of a majority of the shares of common stock outstanding and entitled to vote is required (1) to approve the
amendment to our certificate of incorporation, and (2) to ratify the appointment of Ernst & Young LLP as our
independent auditor for the fiscal year ending December 31, 2006.

Votes cast by proxy or in person at the meeting will be tabulated by the election inspectors appointed for the meeting
who will determine whether a quorum is present. The election inspectors will treat abstentions as shares that are
present and entitled to vote for purposes of determining the presence of a quorum but as unvoted for purposes of
determining the approval of any matter submitted to the stockholders for a vote. If a broker indicates on the proxy that
it does not have discretionary authority as to certain shares to vote on a particular matter, those shares will not be
considered as present and entitled to vote with respect to that matter.

Voting of Proxies

When a proxy is properly executed and returned, the shares it represents will be voted at the meeting as directed. If no
specification is indicated, the shares will be voted (1) �for� the election of the nominee set forth in this proxy statement,
(2) �for� the approval of the amendment to our certificate of incorporation, and (3) �for� the ratification of the appointment
of Ernst & Young LLP as our independent auditor for the fiscal year ending December 31, 2006.

Revocability of Proxies
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Any person giving a proxy may revoke the proxy at any time before its use by delivering to us either a written notice
of revocation or a duly executed proxy bearing a later date or by attending the meeting and voting in person.
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Solicitation

We will bear the cost of this solicitation. In addition, we may reimburse brokerage firms and other persons
representing beneficial owners of shares for expenses incurred in forwarding solicitation materials to such beneficial
owners. Proxies also may be solicited by certain of our directors and officers, personally or by telephone or e-mail,
without additional compensation.

Annual Report and Other Matters

Our 2005 Annual Report to Stockholders, which was mailed to stockholders with or preceding this proxy statement,
contains financial and other information about our company, but is not incorporated into this proxy statement and is
not to be considered a part of these proxy soliciting materials or subject to Regulations 14A or 14C or to the liabilities
of Section 18 of the Securities Exchange Act of 1934, as amended. The information contained in the �Compensation
Committee Report on Executive Compensation,� �Report of the Audit Committee,� and �Performance Graph� below shall
not be deemed �filed� with the Securities and Exchange Commission, or the SEC, or subject to Regulations 14A or 14C
or to the liabilities of Section 18 of the Exchange Act.

We will provide, without charge, additional copies of our Annual Report on Form 10-K for the year ended
December 31, 2005 as filed with the SEC to each stockholder of record as of the record date that requests a
copy in writing. Any exhibits listed in the Form 10-K report also will be furnished upon request at the actual
expense we incur in furnishing such exhibit. Any such requests should be directed to our company�s secretary at
our executive offices set forth in this proxy statement.

ELECTION OF DIRECTORS

Nominees

Our certificate of incorporation and bylaws provide that the number of directors shall be fixed from time to time by
resolution of our Board of Directors. Our certificate of incorporation and bylaws provide for a Board of Directors
consisting of three classes, with one class standing for election each year for a three-year staggered term. Mr. Marcus
Jundt currently serves as our Class I director whose term of office will expire at the annual meeting. Our Board of
Directors has nominated Mr. Marcus Jundt for election as our Class I director for a three-year term expiring in 2009.
In the event that Mr. Jundt is unable or declines to serve as a director at the time of the meeting, the proxies will be
voted for any nominee designated by our current Board of Directors to fill the vacancy. It is not expected that
Mr. Jundt will be unable or will decline to serve as a director.

The Board of Directors recommends a vote �for� the nominee named herein.

The following table sets forth certain information regarding our directors:

Name Age Position

Marcus E. Jundt 40 Chairman of the Board, and Interim President and Chief
Executive Officer

Frank B. Bennett(1)(2)(3) 49 Director
Richard J. Hauser 43 Director
Douglas G. Hipskind 37 Director
W. Kirk Patterson(1)(2)(3) 48 Director
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Anthony L. Winczewski(1)(2)(3) 49 Director
Mark L. Bartholomay(1)(2) 46 Director

(1) Member of the Audit Committee

(2) Member of the Compensation Committee

(3) Member of the Nominating Committee

2
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Marcus E. Jundt has served as our interim President and Chief Executive Officer since January 2006, as Chairman of
the Board since March 2004, and as a director of our company since September 2000. Mr. Jundt serves as Vice
Chairman and Portfolio Manager of the investment advisory firm of Jundt Associates, Inc. and has served in this
capacity since 1992. From November 1988 to March 1992, Mr. Jundt served as a research analyst for Victoria
Investors covering the technology, health care, financial services, and consumer industries. From July 1987 until
October 1988, Mr. Jundt served in various capacities on the floor of the Chicago Mercantile Exchange with Cargill
Investor Services. Mr. Jundt also serves as a director of Minnetonka Capital Investment, a private company.

Frank B. Bennett has served as a director of our company since January 2005. Mr. Bennett has served as President of
Artesian Management, Inc. since April 1994, which manages Artesian Capital, a private equity investment firm based
in Minneapolis. Mr. Bennett served as President of Artesian Capital Management, Inc. from 1989 until April 1994.
Prior to founding Artesian Capital, Mr. Bennett served as a Vice President of Corporate Finance of Piper Jaffray &
Hopwood and a Vice President of Piper Jaffray Ventures, Inc. Mr. Bennett currently serves as a director of
Northbridge Financial Corporation and as a director and audit committee member of Fairfax Financial Holdings
Limited, Odyssey Re Holdings Corp., Multiband Corporation, and Crum & Forster Holdings Corp.

Richard J. Hauser has served as a director of our company since December 2004. Mr. Hauser serves as the President
and owner of Capital Real Estate, Inc., a commercial real estate development company based in Minneapolis,
Minnesota, which he founded in 2001. In addition, Mr. Hauser is the Manager and owner of Net Lease Development,
LLC, which is a controlled operating company under Capital Real Estate, Inc. Prior to founding Capital Real Estate,
Inc. and Net Lease Development, LLC, Mr. Hauser served as a partner with Reliance Development Company, LLC
from 1992 to 2001, where he was responsible for the management, development, and sale of retail properties.

Douglas G. Hipskind has served as a director of our company since November 2003. Mr. Hipskind has served as a
Principal and Chief Operating Officer of Vail Development, LLC, a hotel development company which is designing
and developing the Four Seasons Resort in Vail, Colorado, since June 2004. Mr. Hipskind also serves as a Managing
Director of Jundt Associates, Inc., where from January 2001 to June 2004, he was responsible for marketing the firm�s
public and private investment products. From August 1999 to January 2001 he served as Controller of Jundt
Associates, Inc. From December 1993 to August 1999, Mr. Hipskind served in the Financial Services practice of
KPMG LLP, where he was responsible for tax and consulting matters for his mutual fund and investment partnership
clients. Mr. Hipskind is a certified public accountant.

W. Kirk Patterson has served as a director of our company since January 2005. Mr. Patterson has served as Vice
President and Chief Financial Officer of Staktek Holdings, Inc., a provider of high-density memory solutions, since
November 2003. From July 2003 to November 2003, Mr. Patterson served as Acting Chief Financial Officer, Vice
President of Finance, and Corporate Controller of Cirrus Logic, Inc., a developer of mixed-signal integrated circuits.
From February 2000 to November 2003, he served in a variety of roles at Cirrus Logic, including Vice President of
Finance and Corporate Controller, Treasurer, and Director of Financial Planning and Analysis. From November 1999
to February 2000, Mr. Patterson served as Regional Manager of Accounting Services of PricewaterhouseCoopers
LLP, a public accounting firm. From June 1980 to November 1999, Mr. Patterson served in several positions with BP
Amoco Corporation, a provider of energy and petrochemicals, most recently as Manager, Planning and Economics,
for the Amoco Energy Group North America.

Anthony L. Winczewski has served as a director of our company since April 2005. Mr. Winczewski has served as
President and Chief Executive Officer of Commercial Partners Title, LLC, a midwestern title insurance agency
engaged in providing commercial, residential, and tax deferred exchange solutions since January 1995. Prior to
forming Commercial Partners in 1995, Mr. Winczewski served as a manager and sales officer for Chicago
Title Insurance Company from May 1984 until January 1995. Mr. Winczewski served as a Vice President and
Principal of Winona County Abstract and Title, Inc. from July 1975 until May 1984, and as a paralegal for
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Title Insurance Company of Minnesota from June 1974 until July 1975.

Mark L. Bartholomay has served as a director of our company since January 2006. Since July 2005, Mr. Bartholomay
has served as President and Founder of GBG Consulting, LLC, a private consulting firm. From July 2000 to June
2005, he served as Vice President of Business Development at Famous Dave�s of America, Inc., a
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publicly traded owner, operator, and franchisor of restaurants. Prior to that, Mr. Bartholomay served as Senior Vice
President of International Development and Operations at Rainforest Cafe, Inc., a publicly traded restaurant company.

There are no family relationships among any of our directors or executive officers.

Classification of our Board of Directors

Our certificate of incorporation provides for a Board of Directors consisting of three classes serving three-year
staggered terms. Mr. Marcus E. Jundt serves as our Class I director, with the term of office of the Class I directors
expiring at the annual meeting of stockholders in 2006. The Class II directors consist of Messrs. Mark L.
Bartholomay, Anthony L. Winczewski, and Douglas G. Hipskind, with the term of office of the Class II directors
expiring at the annual meeting of stockholders in 2007. Class III directors consist of Richard J. Hauser, W. Kirk
Patterson, and Frank B. Bennett, with the term of office of Class III directors expiring at the annual meeting of
stockholders in 2008. Officers serve at the pleasure of the Board of Directors.

Information Relating to Corporate Governance and the Board of Directors

Our Board of Directors has determined, after considering all the relevant facts and circumstances, that
Messrs. Bartholomay, Bennett, Patterson, and Winczewski are independent directors, as �independence� is defined by
NASDAQ and the SEC, because they have no relationship with us that would interfere with their exercise of
independent judgment.

Our bylaws authorize our Board of Directors to appoint among its members one or more committees, each consisting
of one or more directors. Our Board of Directors has established an Audit Committee, a Compensation Committee,
and a Nominating Committee, each consisting entirely of independent directors.

Our Board of Directors has adopted charters for the Audit, Compensation, and Nominating Committees describing the
authority and responsibilities delegated to each committee by our Board of Directors. Our Board of Directors has also
adopted a Code of Business Conduct and Ethics, and a Code of Ethics for the CEO and Senior Financial Officers. We
post on our website at www.konagrill.com, the charters of our Audit, Compensation, and Nominating Committees; our
Code of Business Conduct and Ethics, and Code of Ethics for the CEO and Senior Financial Officers, and any
amendments or waivers thereto; and any other corporate governance materials contemplated by SEC or NASDAQ
National Market regulations. In addition, the charter of the Audit Committee as currently in effect is attached as
Appendix A to this proxy statement. These documents are also available in print to any stockholder requesting a copy
in writing from our corporate secretary at our executive offices set forth in this proxy statement.

We regularly schedule executive sessions at which independent directors meet without the presence or participation of
management. The presiding director of such executive session rotates among the Chairs of the Audit Committee,
Compensation Committee, and the Nominating Committee.

Interested parties may communicate with our Board of Directors or specific members of our Board of Directors,
including our independent directors and the members of our various board committees, by submitting a letter
addressed to the Board of Directors of Kona Grill, Inc. c/o any specified individual director or directors at the address
listed herein. Any such letters are sent to the indicated directors.

The Audit Committee

The purpose of the Audit Committee is to oversee the financial and reporting processes of our company and the audits
of the financial statements of our company and to provide assistance to our Board of Directors with respect to the
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oversight of the integrity of the financial statements of our company, our company�s compliance with legal and
regulatory matters, the independent auditor�s qualifications and independence, and the performance of our company�s
independent auditor. The primary responsibilities of the Audit Committee are set forth in its charter. The Audit
Committee also selects the independent auditor to conduct the annual audit of the financial statements of our
company; reviews the proposed scope of such audit; reviews accounting and financial controls of our company
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with the independent auditor and our financial accounting staff; and reviews and approves transactions between us and
our directors, officers, and their affiliates.

The Audit Committee currently consists of Messrs. Bennett, Bartholomay, Patterson, and Winczewski, each of whom
is an independent director of our company under the NASDAQ rules as well as under rules adopted by the SEC
pursuant to the Sarbanes-Oxley Act of 2002. The Board of Directors has determined that each of
Messrs. Bartholomay, Bennett, and Patterson (whose backgrounds are detailed above) qualifies as an �audit committee
financial expert� in accordance with applicable rules and regulations of the SEC. Mr. Bennett serves as the Chairman
of the Audit Committee.

The Compensation Committee

The purpose of the Compensation Committee includes determining, or recommending to our Board of Directors for
determination, the compensation of the Chief Executive Officer and other executive officers of our company and
discharging the responsibilities of our Board of Directors relating to compensation programs of our company. The
Compensation Committee currently consists of Messrs. Patterson, Bennett, Bartholomay, and Winczewski, with
Mr. Patterson serving as Chairman.

The Nominating Committee

The purposes of the Nominating Committee include the selection or recommendation to the Board of Directors of
nominees to stand for election as directors at each election of directors, the oversight of the selection and composition
of committees of the Board of Directors, the oversight of the evaluations of the Board of Directors and management,
and the development and recommendation to the Board of Directors of a set of corporate governance principles
applicable to our company. The Nominating Committee currently consists of Messrs. Winczewski, Bennett, and
Patterson, with Mr. Winczewski serving as Chairman.

The Nominating Committee will consider persons recommended by stockholders for inclusion as nominees for
election to our Board of Directors if the names, biographical data, and qualifications of such persons are submitted in
writing in a timely manner addressed and delivered to our company�s secretary at the address listed herein. The
Nominating Committee identifies and evaluates nominees for our Board of Directors, including nominees
recommended by stockholders, based on numerous factors it considers appropriate, some of which may include
strength of character, mature judgment, career specialization, relevant technical skills, diversity, and the extent to
which the nominee would fill a present need on our Board of Directors. As discussed above, the members of the
Nominating Committee are independent, as that term is defined by NASDAQ.

Board and Committee Meetings

Our Board of Directors held a total of five meetings during the fiscal year ended December 31, 2005. During the fiscal
year ended December 31, 2005, the Audit Committee held two meetings, the Compensation Committee held one
meeting, and the Nominating Committee held no meetings. No director attended fewer than 75% of the aggregate of
(i) the total number of meetings of our Board of Directors, and (ii) the total number of meetings held by all
Committees of our Board of Directors on which he was a member. Except for Mr. Jundt, none of our directors
attended our 2005 annual meeting of stockholders. We have adopted a policy encouraging our directors to attend our
annual meetings of stockholders. Accordingly, and to the extent reasonably practicable, in the future we will regularly
schedule a meeting of the Board of Directors on the same day as the annual meeting of stockholders.

Director Compensation and Other Information
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We grant annually to each independent director options to purchase 10,000 shares of our common stock. In addition,
we grant annually options to purchase an additional 5,000 shares of common stock to the Chairman of the Audit
Committee. In addition to the grant of stock options, independent directors receive an annual retainer of $10,000, and
the Chairman of the Audit Committee receives an additional $5,000. Non-employee directors also are eligible to
receive grants of stock options or awards pursuant to the discretion of the Compensation Committee or the entire
Board of Directors. We will also reimburse each non-employee director for travel and related expenses
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incurred in connection with attendance at board and committee meetings. Employees who also serve as directors will
receive no additional compensation for their services as a director.

During January 2005, in consideration for his service as Chairman of the Board of Directors, we granted to Mr. Jundt
options to purchase 20,000 shares of common stock at an exercise price of $6.00 per share.

EXECUTIVE COMPENSATION

Summary of Cash and Other Compensation

The following table sets forth, for the periods indicated, the total compensation for services in all capacities to us for
the fiscal years ended December 31, 2005, 2004, and 2003 received by our Chief Executive Officer and our two other
executive officers whose aggregate compensation exceeded $100,000 during the fiscal year ended December 31,
2005.

Summary Compensation Table

Long-Term
Compensation

Awards
Restricted Securities

Annual Compensation (1) Stock Underlying All Other
Name and Principal Position Year Salary Bonus Awards Options Compensation

C. Donald Dempsey 2005 $ 315,000 $ 157,500 � � $ �
Former President and Chief 2004 $ 175,549 $ 89,600 � 177,722 $ �
Executive Officer (2)
Jason J. Merritt 2005 $ 250,000 $ 100,000 � � $ �
Executive Vice President 2004 $ 193,131 $ 135,000 � � $ �
and Chief Operating 2003 $ 101,717 � $ 48,000(3) 60,000 $ 11,192
Officer
Mark S. Robinow 2005 $ 225,000 $ 90,000 � � $ �
Executive Vice President, 2004 $ 43,269 $ 22,500 � 71,089 $ �
Chief Financial Officer, and
Secretary (4)

(l) Certain executive officers also received certain perquisites, the value of which did not exceed 10% of the annual
salary and bonus.

(2) Mr. Dempsey became our President and Chief Executive Officer effective May 1, 2004 and resigned as our
President and Chief Executive Officer effective January 31, 2006.

(3) Represents a grant of restricted common stock to Mr. Merritt as of December 1, 2003. Fair market value at
December 1, 2003 was based on the fair market value of our common stock on such date of $6.00 per share. As
of December 31, 2005, Mr. Merritt held 8,000 of such shares that were the subject of the award. At December 31,
2005, the value of the shares was $68,000 based on $8.50 per share, which was the closing price of our common
stock on December 30, 2005.
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(4) Mr. Robinow became our Executive Vice President, Chief Financial Officer, and Secretary effective October 18,
2004.

Option Grants

During fiscal 2005, we did not grant any stock options to any of the individuals listed on the Summary Compensation
Table above.
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Option Values and Holdings

The following table sets forth the number and value of stock options exercised in fiscal 2005 by the executive officers
and former executive officer listed and the number and value of each such officer�s unexercised options as of
December 31, 2005.

AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR AND
FISCAL YEAR-END OPTION VALUES

Number of
Securities Underlying Values of Unexercised

Shares Unexercised Options In-the Money Options
Acquired Value at Fiscal Year-End At Fiscal Year-End (1)

Name
on

Exercise Realized Exercisable Unexercisable Exercisable Unexercisable

C. Donald Dempsey � � 177,722 � $ 622,027 �
Jason J. Merritt 10,000 $ 32,400 85,000 � $ 185,000 �
Mark S. Robinow � � 71,089 � $ 248,812 �

(1) Calculated based on $8.50, which was the closing price of our common stock as quoted on the NASDAQ
National Market on December 30, 2005, multiplied by the number of applicable shares in-the-money less the
total exercise price.

Employment and Separation Agreements

C. Donald Dempsey

Effective May 1, 2004, we entered into an employment agreement with Mr. Dempsey to serve as our President and
Chief Executive Officer. The agreement provided for Mr. Dempsey to receive a base salary of $250,000 per annum,
which increased by 20% per annum during the second and third years of employment. During October 2005, the
Board increased Mr. Dempsey�s salary to $360,000 per annum. Effective January 31, 2006, Mr. Dempsey resigned as
our President and Chief Executive Officer and as a member of our Board of Directors, and entered into a separation
agreement with us on January 31, 2006. Pursuant to the separation agreement, we agreed to pay Mr. Dempsey his base
salary through April 30, 2006, and an aggregate amount of $360,000, to be paid in accordance with our ordinary
payroll practices between May 1, 2006 and April 30, 2007. We will also provide Mr. Dempsey and his eligible
dependents medical insurance benefits for a period of up to 18 months after May 1, 2006 or until the date on which
Mr. Dempsey obtains employment with a new employer that offers comparable medical coverage. In addition, the
separation agreement provides that Mr. Dempsey must exercise all of his stock options no later than May 1, 2006, in
accordance with our stock option plans. During February 2006, Mr. Dempsey effected a net exercise of his options
and received 85,158 shares of common stock.

Jason J. Merritt

Effective October 1, 2003, we entered into an employment agreement with Mr. Merritt to serve as our Chief Operating
Officer. The agreement has an initial five-year term that expires October 1, 2008. The agreement provides for
Mr. Merritt to receive an annual base salary of $175,000, which is to be reviewed annually by the Board and which
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increased to $250,000 effective October 1, 2004. Thereafter, Mr. Merritt�s base salary will not be reduced. During
October 2003, we granted to Mr. Merritt 8,000 shares of our common stock and options to purchase an additional
60,000 shares of our common stock at an exercise price per share of $6.00.

The employment agreement provides for Mr. Merritt to receive his fixed compensation, accrued vacation, and a pro
rata portion of his bonus earned for the applicable fiscal year through the date of termination of his employment by
reason of death or as a result of termination of employment by us for �cause,� or by Mr. Merritt without �good reason,�
each as defined in the agreement. If we terminate the employment of Mr. Merritt by reason of disability, the
agreement provides for the payment of fixed compensation, accrued vacation, pro rata bonus through the date of
termination of employment, as well as a severance payment equal to nine months� of Mr. Merritt�s base salary then in
effect. If we terminate Mr. Merritt�s employment without �cause,� if we do not
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renew the agreement at the end of any term, or if he terminates his employment for �good reason,� as defined in the
agreement, we will pay Mr. Merritt his fixed compensation, accrued vacation, pro rata bonus through the date of
termination, and we will continue to pay to Mr. Merritt his base salary for a 12-month period following the date of
termination. In addition, during the severance period, Mr. Merritt will be entitled to receive all medical, dental, life
insurance, and other benefits otherwise available to him during his employment. If we terminate Mr. Merritt�s
employment without cause, any stock options held by Mr. Merritt will continue to vest through the end of the
severance period.

In the event of a �change of control� of our company, as defined in the agreement, the successor to our business will be
required to notify us or Mr. Merritt within five days prior to the effective date of the �change of control� whether or not
the successor will assume and agree to perform our obligations under the agreement. In the event that such successor
does not so notify us or Mr. Merritt, the change of control will be deemed a termination of Mr. Merritt�s employment
under the agreement without �cause,� and the severance provisions described above will apply. In the event the
successor company agrees to assume the employment agreement, then Mr. Merritt may terminate his employment by
providing 30 days� written notice at any time following the one-year anniversary of the effective date of the change of
control. Upon such termination following the one-year anniversary of the change of control, Mr. Merritt will be
entitled to receive the severance benefits described above as if his employment was terminated by us without �cause.�

Mark S. Robinow

Effective October 15, 2004, we entered into an employment agreement with Mr. Robinow to serve as our Vice
President and Chief Financial Officer. The agreement provides for Mr. Robinow to receive an annual base salary of
$225,000. During October 2004, we granted to Mr. Robinow options to purchase 71,089 shares of our common stock
at an exercise price per share of $5.00. Mr. Robinow is entitled to receive all benefits, including health insurance, as
offered to our other senior executive officers.

If we terminate Mr. Robinow�s employment without cause, or if he terminates his employment for good reason, we
will pay Mr. Robinow his fixed compensation and pro rata bonus through the date of termination of his employment,
as well as a severance payment equal to 12 months� of Mr. Robinow�s base salary then in effect, in addition, the stock
options that would have vested during the year in which such termination without cause occurs will vest and become
exercisable. If we terminate Mr. Robinow�s employment with cause, Mr. Robinow will receive his fixed compensation
through the date of termination.

Management Bonus Program

During January 2005, we approved a management bonus program pursuant to which each of Messrs. Merritt and
Robinow are each eligible to receive 40% of his respective base salary upon successfully achieving certain specified
goals. Prior to his resignation in January 2006, Mr. Dempsey was eligible to receive 50% of his base salary pursuant
to the management bonus program. During January 2006, we paid Messrs. Dempsey, Merritt, and Robinow bonuses in
the amount of $157,500, $100,000, and $90,000, respectively, in connection with their performance during fiscal
2005.

2002 Stock Plan

During November 2002, our Board of Directors adopted and the stockholders approved the Kona Grill, Inc. 2002
Stock Plan. During January 2005, our Board of Directors adopted, and our stockholders approved, an amendment to
the 2002 Plan. The 2002 Plan provides for the grant of incentive and nonqualified stock options to acquire our
common stock, the direct grant of common stock or restricted stock units, the grant of stock appreciation rights, or
SARs, and the grant of other cash awards to key personnel, directors, advisors, consultants, and others providing
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valuable services to our company. The purpose of the 2002 Plan is to promote the interests of our company and our
stockholders by providing such individuals with an opportunity to acquire a proprietary interest in our company and
receive competitive performance-related incentives so as to develop a stronger incentive to put forth maximum effort
for the continued success and growth of our company. We believe that the 2002 Plan
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represents an important factor in attracting and retaining qualified personnel. Upon approval by our stockholders of
our 2005 Plan described below, we discontinued grants of awards under our 2002 Plan.

Awards or portions of awards that terminate, expire, or are otherwise forfeited will again be available for further
awards under the 2005 Plan. As of March 20, 2006, options to purchase approximately 298,157 shares of common
stock were outstanding under the 2002 Plan, 97,358 shares of common stock had been issued upon exercise of options
granted under the 2002 Plan, and there were no shares of common stock remaining available for grant under the 2002
Plan.

The power to administer the 2002 Plan rests exclusively with our Board of Directors or a committee consisting of two
or more non-employee directors who are appointed by the Board of Directors. The committee has the power to
determine the timing and recipients of awards, the form and amount of each award, and the terms and conditions for
the grant or exercise. The committee may delegate its authority under the 2002 Plan to one or more officers of our
company for purposes of granting and administering awards to persons other than executive officers. The Board of
Directors determines the granting of awards, and the terms, conditions, and eligibility of such awards with respect to
non-employee directors.

In the event of a fundamental change of our company, which means a merger or consolidation of our company with or
into any other corporation, regardless of whether our company is the surviving corporation, a sale of substantially all
of the assets of our company, a statutory share exchange involving our capital stock, or a dissolution or liquidation of
our company, the committee may make appropriate provision for the protection of the outstanding options and SARs
by substitution of options, SARs, and appropriate voting common stock of the corporation surviving any merger or
consolidation in lieu of options, SARs, and capital stock of our company. At least 30 days prior to the occurrence of
the fundamental change, our Board of Directors will declare and notify each holder of an option or SAR whether each
option or SAR will be cancelled at the time of or immediately prior to the fundamental change in exchange for an
equivalent cash payment. At such time, each option and SAR will become immediately exercisable in full and each
person holding an option or SAR will have the right to exercise the option or SAR in whole or in part. If declared,
each unexercised option or SAR remaining outstanding prior to the fundamental change will be cancelled.

The 2002 Plan will remain in effect until all shares subject to it are distributed, or until all awards have expired or
lapsed, or until otherwise terminated by our Board of Directors. The plan is not intended to be the exclusive means by
which we may issue options or warrants to acquire our common stock, stock awards, or any other type of award. To
the extent permitted by applicable law and NASDAQ requirements, we may issue any other options, warrants, or
awards other than pursuant to the 2002 Plan with or without stockholder approval.

2005 Stock Award Plan

During June 2005, our Board of Directors adopted our 2005 Stock Award Plan, or 2005 Plan, and the 2005 Plan was
approved by our stockholders during July 2005. As of March 20, 2006, there were 386,157 options outstanding under
the 2005 Plan, no shares of common stock issued upon exercise of awards granted under the 2005 Plan, and
416,485 shares remaining available for grant.

Background and Purpose

The terms of the plan provide for grants of stock options, stock appreciation rights, restricted stock, deferred stock,
bonus stock, dividend equivalents, other stock related awards and performance awards that may be settled in cash,
stock, or other property.
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The purpose of the 2005 Plan is to assist us in attracting, motivating, retaining, and rewarding high-quality executives
and other employees, officers, directors, and consultants by enabling such persons to acquire or increase a proprietary
interest in our company in order to strengthen the mutuality of interests between such persons and our stockholders,
and providing such persons with annual and long-term performance incentives to expend their maximum efforts in the
creation of stockholder value.
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General Terms of the 2005 Plan; Shares Available for Issuance

The 2005 Plan provides for the granting of awards in the form of incentive stock options, nonqualified stock options,
stock appreciation rights, shares of restricted common stock, bonus stock in lieu of obligations, or other stock-based
awards to employees, directors, and independent contractors who provide valuable services to our company. The total
number of shares of our common stock that may be subject to awards under the 2005 Plan is equal to 250,000 shares,
plus (i) the number of shares with respect to which awards previously granted under the 2002 Plan that terminate
without the issuance of the shares or where the shares are forfeited or repurchased; (ii) any shares available for grant
in the share reserve of the 2002 Plan as of July 18, 2005, the date this proposal was approved by the stockholders;
(iii) with respect to awards granted under the plans, the number of shares which are not issued as a result of the award
being settled for cash or otherwise not issued in connection with the exercise or payment of the award; and (iv) the
number of shares that are surrendered or withheld in payment of the exercise price of any award or any tax
withholding requirements in connection with any award granted under the existing plans. If any award previously
granted under the 2005 Plan is forfeited, terminated, canceled, surrendered, does not vest, or expires without having
been
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