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Meritage Hospitality Group, Inc. (MHGU)
Description

• Meritage Hospital Group Inc. is one of the nation’s premier restaurant 
operators, in 16 states, in the United States.

• The company’s restaurant operations, are in the Quick Service and 
Casual Dining restaurant sectors.

• The Company’s development activities are; acquisitions, financing, 
planning and obtaining permits of land, building and equipment.

• Meritage is headquartered in Grand Rapids, Michigan.

• Meritage Hospitality Group, employs approximately 11,000 
employees. 
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2021 U.S. Development plans

• 16 states Location Chart
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Description

• The Company operates 333 Wendy’s restaurants, within the 
quick-service restaurant (QSR) industry.

• Meritage also owns and operates, casual dining restaurants 
in Michigan.

• They include Twisted Rooster locations, Crooked Goose, 
Freighters Eatery & Taproom, Morning Belle and The 
Wheelhouse.
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Wendy’s Restaurant
• Each Wendy’s restaurant offers a diverse menu of food 
items, featuring hamburgers and chicken sandwiches.

• The Wendy’s menu additionally, includes chili, baked and 
French fries potatoes, chicken nuggets, salads, soft drinks, 
and children meals.

• Breakfast menu, was launched in the first quarter of 2020.

• The restaurant typically range from 2,200 to 3,600 square 
feet, with seating capacity of 30 to 130 people.

• Restaurants are generally open, from 6:30 a.m. until 
midnight.
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The Wendy’s Group 
• The largest Wendy’s franchise
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The Other Restaurants

• The Company has growth plans, to go to 400 Wendy restaurants.

• Besides the Wendy’s growth, the company plans to bring their totality 
restaurant count to 600, by 2025.

• The other restaurants at present are:

• Two Morning Belle restaurants.

• Two Stan’s tacos.
• One Freighters eatery & Taproom.

• Two Twisted Rooters.

The company has also just entered a contract for 50 Taco Johns Restaurants, 
to be completed by 2026.
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Related to COVID-19

• The Company began to re-open some of its dining rooms in mid-
June 2020.

• Throughout fiscal year 2020, and the peak of the pandemic, the 
company focused on swiftly reacting, and adjusting, so as to
produce a healthy financial performance.

• It has appropriately positioned itself, to address potential risks and 
future impacts.

• This was done by reducing costs, preserving cash, suspension of 
dividends, suspension of new restaurant development, non 
essential cap-ex spending, and rent relief amendments, among 
things. 
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Capital Allocation Strategy

• Three step plan and Dividends since 2012 chart.
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EBITDA & Dividend Growth Plan

• Five year dividend projection from $0.14 to $1.32 in dividends.
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Income Statement
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Second quarter financial results, July 2021

• Sales increased 21% to $147.3 million for the same period last year.

• Earning from operations, were $8.5 million, compared to $10.7 million, for the same 
period last year. (Due to COVID-19 operating environment).

• Net earnings increased 31.9% to 8.0 million, compared to $6.1 million, for the same 
period last year.

• Consolidated EBITDA, (a non-GAAP measure) increased 5.8% to $16.9 million 
compared to $15.9 million.
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Balance Sheet
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Consolidated Statement of Cash Flow
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Second quarter financial results, July 2021 

• Earnings growth were driven by:

• Strong same restaurant sales

• Restaurant renovations

• New store openings, as well as real estate sales and development

• Management has done a commendable job of managing 
operations in a tight labor market.

• Looking ahead, operating and development outlook, remains 
very strong.

• The firm has set the stage for future growth, as they build toward 
their goal of 400 Wendy’s, and 600 total restaurants by 2025. 
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Future Growth

• On August 18, 2021, MHGU announced, it has entered into an exclusive multi-unit 
development agreement, with Taco Johns.

• It calls for MHGU, to build 50 new Taco John’s restaurants, by 2026.
• This provides significant economic incentives, like its royalty and marketing fee 

benefits.

• The company has also been granted, exclusive rights to develop in several states.

• The company estimates, that it will invest approximately $100 million, through a 
combination of cash on hand and credit facilities.  
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Independent Auditors Report
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SSG - CHOICES
Estimated Sales growth

• SSG recent Quarterly Figure - 21.0%

• Manifest Investing - 22.5%

• BI member sentiment - 14.6%

• SSG Section 2 – 10 Year historical- 23.1%

Estimated High P/E ratio

• SSG recent Quarterly - 13.0

• BI member sentiment - 11.2

• Morningstar - 14.0

Estimated Earnings Growth

• SSG  recent Quarterly Figure - 25.0%

• Manifest Investing ($ based $7.77)- 33.0%

• BI member sentiment - 12.4%

• SSG Section 2 – 10 Year historical- 18.1%

Estimated Low P/E ratio

• SSG recent Quarterly - 8.2

• BI member sentiment - 7.6

• Morningstar - 8.1
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Your  Thoughts

• After this study, what are your thoughts?

• I already own this company

• I’m considering adding MHUG to my portfolio?
• MHGU doesn’t fit my portfolio.
• I will put it on my watch list.  
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Five year price chart from Big Charts
From $10 to $22.50 in five years, nice appreciation growth 
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DCF - MARGIN OF SAFETY
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References

• Meritage Hospitality Group Annual report 2020

• Meritage Hospitality 2nd Quarter Report

• BetterInvesting SSG Plus

• Morningstar

• BigCharts
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THANK YOU FOR ATTENDING

Questions or Comments?
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Make A Difference!

Have you benefited from BetterInvesting?

Introduce our unique 
investment education to others!

Share BetterInvesting materials 
with your family and friends!

BetterInvesting.org/InvestBetter
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