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Advanced Flower Capital (AFCG)

Company Update: Overweight

Key Highlights:

e
e  Portfolio quality continues to improve.
e There is progress with two of the three
loans in non-accrual status.
e Dividend yield now close to 17%. Based on
our interest income estimates, the DPS
o can be sustained.
e We remain Overweight, despite AFCG’s
higher risk profile (reflected in the stock).
ADE/share § FY24a FY25e Prev FY26e Prev FY27e BVPS $ Y24a FY25e FY26e FY27e
1Q 049 0.21 A 0.23 026 028 0.26 10 15.03 8.89 8.89 897
2Q 056 0.25 E 0.23 027 029 0.27 20 1521 8.89 g8.91 897
3Q 035 025 E 0.26 028 030 0.28 iq 9.42 8.89 8.90 897
aQ 029 023 E 0.28 026 030 0.26 4q 9.02 887 B.88 8.94
FY 1.69 0.94 E 1.00 107 1.17 1.07
Div/share § FY24a FY25e Prev FY26e Prev FY27e Net Debt/Ec Y24 FY25e FY26e FY27e
1Q 056 023 A 0.23 023 023 0.26 10 21% 54% 77% 75%
2Q 048 023 E 0.23 023 023 0.26 20 -15% 60% 82% 80%
3Q 048 0.23 E 0.23 026 026 0.26 iq 13% 663 B6% 84%
4Q 033 023 E 0.23 026 026 0.26 40 22% 72% 92% 89%
FY 1.85 092 E 0.92 098 098 1.04
- 7
Share price (USS$) $5.71 Rating Overweight Performance AFCG-US MSOS S&PS00
Share count [mn) 226 Price target No PT 30d 15% 20% 10%
Market Cap {USSMn) 129 Fiscal Year Dec 90d -37% -23% -3%
Ticker AFCG-US Div Yield 16.8% 1yr -55% -72% 13%
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15 May 2025 Advanced Flower Capital: Company Update

Company Update

AFCG has made significant progress in expanding, diversifying, and improving the quality of its loan
book (with top operators in mostly licensed restricted markets; smaller loans than in the past).
Management is laser focused on solving three loans in non-accruals (two in receivership; one in
litigation). The discount to par of almost 40% in part reflects the uncertainty on these three loans,
although it seems excessive to us. The dividend yield is now almost at 17%. While 1Q earnings were
below the regular dividend (21c vs. 23c), we believe it would be premature to assume another cut
(DPS was cut in March from 33c to 23c), especially with our projections for interest income growth.
We remain Overweight, although we realize risks are higher with AFCG vs. other alternatives in the
space (then again, this is reflected in the yield and the discount to par).

About 1Q25

o Adjusted distributable earnings per share dropped qoq to 21c from 29c, mostly due to
lower net interest income (interest income was down the equivalent of 4c per share, and
interest expense was up 1c).

e Of the $8.5Mn in net interest income, we estimate cash interest from loans in accruals
was $6.7Mn (inc half a quarter from the loan to private co U). AFCG also collected $0.7Mn
in cash interest from a loan in non-accruals (sub of priv co G); it did not collect any interest
from the two other loans in non-accrual (private co A; private co K). We calculate PIK from
loans in accruals was ~$0.1Mn. The balance ($1Mn) is mostly explained by accruals of
OIDs ($0.9Mn) and non-recurring fees.

e Cash opex was consistent with the latest qtr (after adjusting for the typically higher mgmt.
and incentive fees of 4Q24).

e Loans held at carrying value (CV) were $305Mn at the end Mar’25 (principal of $312.5Mn),
following new fundings of $16Mn and loan payments of $5.2Mn. The bulk of the book is
rated risk “3”, with two loans adding to $91Mn in “5” (co K and G; both in non-accruals).
AFCG also has a loan receivable held at CV for $1.9Mn, and a loan held at fair value booked
for $28.6Mn (co A); the principal for this last loan is $52Mn (CV $50Mn).

e  CECL reserve declined slightly to $29.7Mn from $30.4Mn in Dec.

Outlook.

e Book growth. Management will be “very selective” about loan book growth. That said,
we model continued net book growth, albeit at slower pace than in recent quarters.
Undrawn commitments at the end of Mar’25 were $9.5Mn, and we assume they are
deployed over the next 12mo. At the start of 2Q, it disclosed a new $14Mn commitment
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with Standard Wellness ($10.5Mn funded), and during the 1Q call (on 5/14) it disclosed
terms sheets for a new loan (we assume $20Mn in size, based on the recent range of $10-
30Mn. In terms of repayments, the largest maturity is with Company J for ~$24Mn (due
9/1/25). Per the 10-Q, during 2Q, company T repaid a $7.7Mn loan (UT) and company L
paid down $2M. Note: Per the latest corporate deck, AFCG has an “active pipeline” of
$287Mn.

e Regarding the three loans in non-accruals. Loans with private companies A and K are at
present in the hands of receivers (only the one with private co A is booked at fair value),
and AFCG expects to recover proceeds from asset sales. In the case of private co A
(booked for S29Mn at fair value), the receiver has sold an asset for $15Mn (and AFCG
should get part of this, exact % TBD), and more assets should be sold. In the case of private
co K ($12Mn principal), we understand the receiver is in the process of selling three assets
(it is unclear to us why loan K has not been booked at fair value, but for now we will
assume that means management expects proceeds to be in line with principal for this
loan). We model combined proceeds of $25Mn from these two loans over the next 12mo
(our own estimate) vs. book value of $41Mn. The case of subsidiary of private co G
($79Mn in principal) is tougher to predict as it is in litigation (see 10-Q). At this moment,
we would not expect changes in the CECL reserve (530Mn). In terms of interest payments,
we assume $0.5Mn per gtr from G (it paid $0.7Mn in 1Q25 after $1.7Mn in 4Q24), and
nothing from A and K. All three loans are classified as in non-accruals.

e Earnings power. On our estimated 2Q book, we calculate cash interest near $7.5Mn from
loans in accruals (we factor 1mo of the loan currently in “terms sheet” status), plus PIK of
$0.1Mn, and OID accruals near $1Mn. We also model $0.5Mn from company G and
another $S0.5Mn in fees. In total, that amounts to ~$9.5Mn, which is ahead of the $8.5Mn
of 1Q25 (and $9.2Mn of 4Q24). Our math reflects management’s progress in improving
and expanding the quality of the book, while managing the problem loans.

o Dividend. In 1Q25, ADE was 21c per share compared with the current regular dividend of
23c. The policy is to pay 85-100% of ADE as dividends over the calendar year. The Board
makes decisions on DPS typically 15 days before the end of each quarter. At this stage we
think it would be premature to model a cut in the dividend, especially in the context of
our assumptions for growth in ADE.

e Leverage and liquidity. Debt to equity was 55% at the end of March (54% if we take net
debt), with AFCG now holding a lower cash balance in order to minimize interest expense
(cash dropped from $103.6Mn YE24 to $3.3Mn at the end of 1Q25). In total, it has two
lines of credit with combined limits of $70Mn (one $30Mn facility could be increased to
$100Mn in the future under certain conditions), of which it has drawn >$22Mn at the end
of March (vs. $60Mn YE24). It also has notes payable with a principal of $90Mn due on
2/1/27.
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Valuation. The stock fell 5% (to $5.47) on 5/14 after the 1Q print. Over the past 90 days, AFCG is
down 37% (mostly due to the dividend cut announced in March) vs. -6% for REFI and -12% for
mortgage REITs in general (MSOS ETF -23%; S&P500 -3%). Taking the reg DPS of 23c, the yield is
16.8%; even if this were cut to 20c (which we do not model for the base case), the yield would be
an attractive 14.6% (<10pt over 10yr T-bills). The discount to BVPS ($8.89 in 1Q25) is now 39%; in
total the discount is worth over $77Mn (taking the share count at 22.6mn), which seems steep if
we assume $25Mn in proceeds from loans A and K, and an eventual resolution of G (the three
loans, taking A at fair value, and G and K at carrying value, are in the books for ~$118Mn), and
factor $30Mn in CECL reserve.

Table 1: MJ Lenders Valuation Comps

15-May-25

us$

price BYPS
M Fineo Stocks
AFCG 5547 s8.89
uPR 55532 56838
LIEN 5973 51319
NLCP 51460 51919
REFI 51479 51487

Disc  Regulsr Dividend 288 min min Totl  Gross Net Debt Pref Stock
Prm DPS Yiekd Spot BV shares  deriv MM Cap  Debt Cmh  toEquity Equity & Minint
-3E% %023 168% 153 226 as 126 1485 1223 -13% 201
A1w £190 0 137% 1,754 283 03 1584 2973 1512 8% 1937 236
-26% 4034 140% 198 2248 222 an 234 a% a0l
-24% 4043 118% 295 205 a1 o 74 199 ETY 194 69
A% 4047 127% 393 210 a4 316 a7z aa -25% 312

Source: FactSet, company reports, Z&A estimates
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Appendix I: Company Financials
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Exhibit 1: Financial Highlights

Net investment income 74,685 64,178 14,758 14378 8,882 7637 45655 6,643 8283 84118 8,654 31998 36,889 41.1a7
Interest incams 81499 70,535 16,361 154952 10,455 9,224 51492 8,458 4519 9,787 10,147 37a1 43,708 48,508
Interest expenie -6,814 -6,357 -1,603 -1573 -1573 -1,587 -6,336 -1815 -1,236 -1369 -1,493 -5913 -6,818 -7401
guidanse na na na na na na na

CONSeNsus

Opex
Experises -23.405 -21566 -6,015 5,244 -2475 -3,549 -17 284 -2477 -2,771 -2,834 -3,507 -11589 -13.221 =14 GEEG

& % of net iy inc -34% -41% -36% -28% -46% -38% -37% -33% -34% -41% -36% -36% -365%
Incorms frarm ops 51279 42612 8,743 9,134 6,407 4,087 28371 4,166 5512 5584 5,147 20,408 23 669 26421

& %of invinc 66% 59% 64% 7% 54% 62% 63% 6% 66% 59% 64% 64% 64%
[aa}

Per share

EPS 180 1403 .00 080 a.az? -0.05 Q.80 018 023 23 021 Q.86 74939 0494

consensus @35 0ar 1.72 03 038 (e 042 1.60 1.73 il
A Dit tribai table earmings /share 251 2104 049 056 035 029 168 021 025 025 023 094 147 147
oers 223 2100 056 0.48 048 033 185 023 023 23 023 092 04938 104

% % of ADEPS 89% 98% 115% 86% 137% 114% 110% 112% 93% 92% 99% 98% 92% 9T%
DPS cansansirs

BS & CF highlights

Met cash |debt] -16,759 -8,388 -65 865 46986 -26, 298 -45.002 -45,002 -107 691 -121 458 -133 315 -145 057 -145,057 -183 700 -198,724
cash 140,373 121626 82,298 170,298 122164 103,610 105,610 33148 3,000 3,000 3,000 3,000 3,000 3,000
grass deht 157,132 130,015 148,163 123312 148 462 148,612 148612 111009 124,458 136,315 148,057 148,057 186,700 201,724

Equity 339,059 320,052 310,622 314,284 206,061 201,376 201376 200,800 200,794 200,854 200,486 200,486 200,605 224,359

MAY per share 1699 1573 1503 1521 942 902 202 889 8489 889 8487 887 8.88 8394
consensus

Source: Z&A estimates, company reports
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Exhibit 2: Adj Earnings and FactSet Consensus

DHSTRIBUTABLE EARNINGS

net income 315932 20952 -54 16446 1,384 -392 16,784 4,068 5,191 5,257 4,829 19,345 22263 24 554
adjustments o net income: 1] 1] a L] L] /i 1] 1] Q L] L] /i 1] 1]
stock-based compensation expense 1338 1,008 543 169 219 260 1391 554 248 253 260 1,314 1,107 1133
depracistion and amortization 0 0 [i] [1] [1] i i] i) a [1] [1] i i] i)
unreslized kases, [gaing} or other non-cash items 3593 8513 3614 1420 4,622 152 9.E07 BES i} [1] [1] BES a a
increxsa in pravision fer CECL 11177 12,133 4932 -6,190 181 5311 4233 -699 166 168 173 -192 718 B2
THS kads, net of dividends -2,170 -1,1589 931 -B24 241 1,563 2,711 -64 Q o L] B4 1] 1]
ane-time svents purseant to changes in GAAP anc 1] 1] 1] ] ] t] 1] 1] 4] ] ] t] 1] 1]
distributable earnings 49 871 41,447 9966 11,421 7,246 6,294 34,926 4 544 5,605 5,678 5.261 21,0B9 24107 26,909
per hasic share 2.51 2.04 o458 056 035 0.29 1.68 .21 @25 025 025 0.94 1407 107

Source: Z&A estimates, company reports
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Exhibit 3: Adj Earnings and FactSet Consensus

Original Loan AFC Loan, net of % of total Principal Cash Flxed/ Amortization

USS 0003 Funding Date Matuirity Syndication AFCG Balance It Rate MK Floating During Term

Tatal 375,025 100% 166,253 12 6% 0.6% 18.0%
Pubilic Co. & - Eguipment Lt 5-Aug-19 31-Mar-25 4,000 11% 1,807 12.0% na  Fiked Y 7.0%
Private Ca. & E-May-2D B-Bay-24 43,190 11.5% 51,BSE 13.0% 2.5% Fixed Ne 18.0%
Sub of Private Co. G i0-Apr-21 1-May-26 73,500 19.6% 79,216 12.5% na  Fiked Mo 18.0%
Private Ca. | 30-Aug-21 1-5ep-15 28,500 T 6% 213,824 16.3% 20% Floating ] 25.0%
Private Ca. K 1E-Apr-12 E-Bay-27 13,230 15% 12,156 16.3% 20%  Floating Y 220%
Private Ca. L 20-Apr-22 1-Bay-216 34,708 0.3% 33,252 13.0% na  Floating ] 19.0%
Sub of Pubdic Co. M 26-Aug-22 27-Aug-25 2,798 0.T% 1,798 9.5% na  Fiked Mo 23.0%
Private Ca. M 31-Jul-23 1-Jul-26 30,000 B% 1E,099 9.0% na Fiked ] 18.0%
Private Ca. M - Real Estate 22-Mar-24 1-#pr-28 19,328 5.2% 19,128 12.5% na  Floating Y 16.0%
Private Ca. M - Nen-Real Es 22-Mar-24 1-#pr-28 17,200 4.6% 17,200 12.5% na  Floating ] 16.0%
Private Co. O 20-May-24 1-lun-28 7.500 20% 4,028 13.5% na  Floating e 18.0%
Private Ca. P 1E-lun-24 1-1ul-27 15,126 4.0% 15,610 13.0% na Fiked ] 16.0%
Private Ca. 0 16-Aug-24 1-Sep-28 11,000 29% 5,0E4 13 5% na  Floating Y 17.0%
Private Co. R 4-Oct-24 1-May-27 41,000 10.9% 37,930 12.0% na  Floating (] 15.0%
Sub of Public Co 5 13-Nov-24 12-fug-26 10,000 2.7% 10,000 9.5% na  Fixed Mo 10.0%
Private Ca. T 1E-Dec-24 26-Jul-27 8,946 24% 7.965 11.3% na Fiked ] 12.0%
Private Ca. U 14-Feb-25 1-Mar-28 15,000 A4.0% 15,000 14.0% na  Fiked Y 16.0%

Past Orr
Private Ca W 1-Apr-25 1-Apr-29  F%die 14,000 125% 1.5%

Source: Z&A estimates, company reports
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Exhibit 4: Income Statement

Original Loan AFC Loan, net of % of total Principal Cash Flxed/ Amortization
USS 0003 Funding Date Matuirity Syndication AFCG Balance It Rate MK Floating During Term
31-Mar-25

Tatal 375,025 100% 166,253 12 6% 0.6% 18.0%
Pubilic Co. & - Eguipment Lt 5-Aug-19 31-Mar-25 4,000 11% 1,807 12.0% na  Fiked Y 7.0%
Private Ca. & E-May-2D B-Bay-24 43,190 11.5% 51,BSE 13.0% 2.5% Fixed Ne 18.0%
Sub of Private Co. G i0-Apr-21 1-May-26 73,500 19.6% 79,216 12.5% na  Fiked Mo 18.0%
Private Ca. | 30-Aug-21 1-5ep-15 28,500 T 6% 213,824 16.3% 20% Floating ] 25.0%
Private Ca. K 1E-Apr-12 E-Bay-27 13,230 15% 12,156 16.3% 20%  Floating Y 220%
Private Ca. L 20-Apr-22 1-Bay-216 34,708 0.3% 33,252 13.0% na  Floating ] 19.0%
Sub of Pubdic Co. M 26-Aug-22 27-Aug-25 2,798 0.T% 1,798 9.5% na  Fiked Mo 23.0%
Private Ca. M 31-Jul-23 1-Jul-26 30,000 B% 1E,099 9.0% na Fiked ] 18.0%
Private Ca. M - Real Estate 22-Mar-24 1-#pr-28 19,328 5.2% 19,128 12.5% na  Floating Y 16.0%
Private Ca. M - Nen-Real Es 22-Mar-24 1-#pr-28 17,200 4.6% 17,200 12.5% na  Floating ] 16.0%
Private Co. O 20-May-24 1-lun-28 7.500 20% 4,028 13.5% na  Floating e 18.0%
Private Ca. P 1E-lun-24 1-1ul-27 15,126 4.0% 15,610 13.0% na Fiked ] 16.0%
Private Ca. 0 16-Aug-24 1-Sep-28 11,000 29% 5,0E4 13 5% na  Floating Y 17.0%
Private Co. R 4-Oct-24 1-May-27 41,000 10.9% 37,930 12.0% na  Floating (] 15.0%
Sub of Public Co 5 13-Nov-24 12-fug-26 10,000 2.7% 10,000 9.5% na  Fixed Mo 10.0%
Private Ca. T 1E-Dec-24 26-Jul-27 8,946 24% 7.965 11.3% na Fiked ] 12.0%
Private Ca. U 14-Feb-25 1-Mar-28 15,000 A4.0% 15,000 14.0% na  Fiked Y 16.0%

Past Orr
Private Ca W 1-Apr-25 1-Apr-29  F%die 14,000 125% 1.5%

Source: Z&A estimates, company reports
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Exhibit 5: Balance Sheet

LI5S N4

BALANCE SHEET CYZ26e
Laans, net 371086 33IR 717 383522 285,273 243 558 105 240 105 249 305,229 320,229 332,229 344,229 144,220 IE4 229 424 2729
Loans held for investment at Tair value, net 99,226 61,721 54977 34,661 31,372 0,511 10511 18572 la572 18,572 11,572 11572 1] 1]
[EH 100636 1] a L] L] /i 1] 1] Q L] L] /i 1] 1]
dize -1,410 1] a L] L] o a a a L] L] o a a
Deht securities available for sale held at fair value a a a 1] 1] i} a a a 1] 1] i} a a
Loans hald far investment at carrying value, net 1EE 177 301,265 357 852 271,580 234 257 103 362 103 262 304 506 329671 341840 361,013 161,013 413 32% 454 145
Loan receivable held at carrying valwe, net 22211 2,040 2,040 2,040 2,040 1,E9E 1896 1896 1A36 1,896 1,896 1,B9E 1896 1896
{-] Current expected credit loss reserve -13,538 -26,309 -31,347 -25 000 -25,111 -10.420 -30,420 -19.744 -294910 -30,078 -30,251 -30,251 -30,989 -31811
Cash and cash equivalents 140,373 121626 82,2938 170,298 122,164 103,610 103,610 3318 3,000 3,000 3,000 3,000 3,000 3,000
Accounts receivable 1] 1,837 5,690 1] 1] o a a a 1] 1] o a a
Interes ¢ raceiable 5257 3,716 4,362 1,729 1,474 1,0E% 198% 1816 2,264 2,301 2,366 1366 1E1% 2900
Prapaid ewpandes and other assets 461 GER 533 692 423 1,215 1215 11,291 11,291 11,291 11,291 11,201 11291 11,201
Recarvable for keans and securities sold 1] 1] a L] L] /i 1] 1] Q L] L] /i 1] 1]
Due from affiliste 1] 1] 1] ] ] t] 1] 1] 4] ] ] t] 1] 1]
TOTAL ASSETS 515177 466,585 476 406 457,992 166,618 402,057 402057 321655 336,785 348822 3150887 I60,BET 401134 441 471
I teariens s darnen 3201 1] a 1] 1] o a a a 1] 1] o a a
Aeerued intarast 1,037 204 2,202 BRD 2,170 EDE BOS 1300 2868 2915 2,915 1,015 3210 3574
Due to affmste 18 16 20 24 21 7 7 1] Q L] L] /i 1] 1]
Dividends payable 11404 9,810 9,920 13,020 7.221 7370 7370 5187 5,197 5,197 5.197 5157 5,875 6,525
Curnant expacted credit lods reserve 754 115 k] 157 165 167 167 143 178 181 186 1E6 05 IR
Socrued management and incentive fees 3892 3472 3,463 3,985 982 1,931 1932 B16 1441 1,485 2,151 2,151 401 1651
Aeerued dinect administrative expenses 1,844 1486 963 BE4 BB 1,108 1198 569 825 825 B35 E2E 946 1,050
Aocaunts payable and other liabilities 837 715 1045 1,436 B58 501 501 821 1023 1,040 1,069 1,069 1181 1311
Payables for securities purchase i} i} a [1] [1] 40,000 40,000 i} i} [1] [1] i} i} i}
Senior notes payable, net 57132 88,015 88,163 88,312 BB.462 EE,612 EB512 BA,759 88,759 88,759 BB 759 BB, 758 E&.759 BA,759
Line of credit payable, net &0,000 42,000 60,000 35,000 60,000 &0,000 60,000 21250 35,699 47,556 58,298 58,20E 97,941 112 965
Total Eabilities 1E0 118 146,533 165,785 143,708 160,557 200,681 200681 120855 135991 147 968 160,401 160,401 200529 217062
Preferred stack 1] 1] 1 L] L] /i 1] 1] Q L] L] /i 1] 1]
Camiman stack 204 05 207 207 2159 221 223 226 226 226 226 126 226 26
Additional paid in capital 14E.818 349,806 350,347 350,591 248,154 251,B66 151,866 151417 252417 252,417 252,417 252,417 151 417 177417
Accurmulated other comprehens ive income 1] 1] a o o ] 1] 1] a o o ] 1] 1]
Aceurmulated deficit -3,952 -30,958 -30,933 -36,514 -42,352 -50,713% -50,71% -51,842 -51,849 -51,7ER -52,157 -52,A57 -51 038 -53 284
Total stockholders equity 335059 320,052 310622 314,284 206,061 201,376 201376 200800 200,794 200,854 200486 200ABE 200605 224 359
Man contralling interest 0 0 i) [ [ it 1] 1] i) [ [ it 1] 1]
TOTAL LLABILITIES AND EQLITY 519177 466,585 476407 457,992 366,618 402,057 402057 321655 336,785 348822 360,887 I60.BBT 401134 441421
Tatsl net ssets 330,059 310,052 310622 314,284 206,061 01,376 01376 200,800 200,794 200,854 200 486 I004EE 100,605 2124 359
MET ASSET VALUE PER SHARE #1699 51573 51522 51538 5001 55.1B 2064 50.08 5883 SEEY SRET $E.92 SE.BE SE.04

Source: Z&A estimates, company reports
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Exhibit 6: Cash Flow

LI5S D00
SUMMARY CASH FLOW

Met incame 15932 0952 -54 16,446 1,384 -1,014 13862 4 058 5,191 5,257 4,820 10,345 12263 24 B54
4] &d jus trents -3,552 4 BG4 5906 -8,285 55 7,620 5366 -188 414 421 433 1,0ED 1844 2055
{-] purchasa af mvestments i} i} a [1] [1] i} i} i} i} [1] [1] i} i} i}
4] decress e in aperating AkL -2,116 -4,587 520 2,158 1,205 -1,554 1319 42 1239 B3 626 1,550 1338 1313
Net cash provided in operating activities 30264 21,229 6372 10,320 2,544 2,222 21558 3871 6,844 5,762 5888 22,414 25345 28132
{-] Bsuance of and funding on loans -162,BRE -51,757 -84.191 -5, 806 40,065 -61,4E65 -112 487 -15472 -15,000 =12 000 -12, 00 -54,472 -40,000 -40,000
{+] cliant repaymeant of leans 120,042 58,964 28514 24,588 156 5,520 SE.TEE 6475 Q o o E475 1] 1]
{+] pracesds from sales of leans 10,600 21,313 1796 94,265 L] /i 96,061 1] Q L] L] /i 1] 1]
{+] ather 15,900 1] 1] ] -47,211 t] -47 211 -10,080 4] ] ] -10,0B0 1] 1]
Net cash used ininvesting activities -16,344 28519 -53 881 112,958 -6,990 -56,936 -4 849 -19.078 =15,000 =12,000 =12,000 -5B,078 -40,000 -40,000
{-] dabt -15,000 -35, 73R 18,000 -25 e 25,000 40,000 58,000 -77.750 13,449 11856 11,742 -40,702 1B 64% 15,024
{-] dividends -41,619 -41.532 -9,820 -9,927 -13,021 -7,221 -315 989 -7A70 Q -5,197 -5,197 -17,764 -1 466 -25450
{+] share Bsuanos 75,058 1] a L] 12,336 3,512 15848 1] Q L] L] /i 1] 25,000
{+] ather -2,290 -225 a -350 -68,103 -131 -GE S84 -16 -5611 -421 -433 -6,4E1 -1512 -2,705
1-] stock aptions fwarrants 0 0 [i] [1] [1] i i] i) a [1] [1] i i] i)
Net cash provided from financing activities 16149 -G8 495 8,180 -35,277 -13,7TEE 36,160 -34 725 -BS 136 TA38 6,238 6,112 -64,947 14 655 11868
Increase in cash and cash equivalents 30069 -18,746 -39,328 B8,000 -18,134 -1B,553% -1B.016 -100,292 -318 o o -100,610 a 4]
Cash at start of year 105,246 140,373 121626 82,258 170,298 122 164 131626 103,610 3318 3,000 3,000 103,610 3,000 3,000
Cash ot end of year 140,373 121,626 82,293 170,258 122 164 103,610 103,610 3318 3,000 3,000 3,000 3,000 3,000 3,000
Net |debt] cash -16,7589 -B3EE -65 865 46,986 -16,208 -45,002 -45 00% -107 691 -121 458 -133,315  -145,0587 -145,087 -1E3.700 -198, 724
Cash 140,373 121,626 82,293 170,298 122,164 103,610 103,510 3318 3,000 3,000 3,000 3,000 3,000 3,000
Dbt 157132 130,015 148,163 123,312 148462 14E,612 148612 111,009 124,458 136,315 148,057 14E,057 1B6,700 101714
debt to aguity 46% 41% 45% 0% FIR 4% 7% 55% 2% GER Fad 4% 3% 0%
et debl ta aguity 5% 1% 21% -15% 17% 22% 22% 54% 60 G55 FIK 7% 2% 9%

Source: Z&A estimates, company reports.
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Appendix Il: Valuation Comps
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Exhibit 7: Valuation Comps for Lenders to the Cannabis Industry (per latest disclosure — may differ from FactSet headline numbers)

Dist  Megular Dividend IEA rmn mmn Tatal Net Debt

Prm OP5 Yield SpotEV  shares  deriv  MitCap to Equity  Equity
M Finca Stacks
iedvanced Plower Capital AFCG 4547 4389 -38% 5023 168% 153 225 05 126 1485 1223 -13% 201
Innavative lndustrisl Properties PR 45532 56838 -19% 5180 1317% 1754 283 03 1584 2978 1513 -E% 1,937
Chicaga Atlantie BOC LIEN 4973 $13.19 26% 5034 140% 198 218 222 o 119 B 01
MLk Capital Partners MLCP 51460 51019 -24% 5043 118% 205 205 0.1 301 76 199 1% 104
Chicage Miantic Real Extate Finance REFI 51470 514 27 A% 047 117% 103 10 0.4 316 872 99 -35% 312

Pref Stock
& Min Int

69

Source: Z&A estimates

©2024 Zuanic & Associates WWwWw. zuanicassociates.com
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Exhibit 8: mREITs

5/14/25 Stock Pedormance
Price D¥i Debt to
LI5S Equity

miRETS 0.68x la9% 14% -12% -19%
Arbor Realty Trust inc ABR NYSE 1080 0.87x 15.9% 180.3 2,044 4275% -5,315 11358 3% -21% -21%
Airess Comrrercisl Resl Estaste Corparste  ACRE MYSE 480 A0 188% 545 161 117% -1,106 1,368 5% -10% 305,
Sdvanoed Flower Capital inc. WFOG MASDNADY 547 06lx 25.0% 223 122 24% -BS 07 15% SET 555
Apala Commercial fesl Estate Fnance AR MYSE 973 0.7 3x 11.3% 11E.2 1,344 145% -6,073 7417 0% 7% 3%
Blackstone Mortgage Trust, Inc. Class 4 BXMT NYSE 1945 0.91x 104% 172E 13cE 424% -15.401 18,769 11% 1% 7%
Claras Mortgage Trust, lne. CMTG WYSE 245 0.1Bx 4.7% 1194 341 251% -4, 756 5,097 6% -2 -T0%
Granite Paint Maortgage Trust lne. GPMT MNYSE 231 0.18x BT% 4E.E 113 24 2% -1,358 1471 6% -255% -33%
KER Real Estate Finance Trust, lne. KREF MYSE 543 0.E5x 10063 EB.7 GAE 404 % -4, 754 5 447 10% S15% T
Ladder Capital Corp. Class A LADR MYSE 10,63 0.90x BT% 1271 1,351 210% -1,B30 3181 B E% S
Chicago Atlantic Real Estate Finance, In© REFI RUASDRAL 1479 055 12.7% DE I0E 14% -TE IEE 10% -E% -B%
Starwaad Propenty Trust, Inc. ETWD NYSE 20,02 1.0 S.6% R 6,755 110k -19,477 25937 12% % -1%
TPG RE Finance Trust, Inc. TRTX WY5E 181 0.57x 123% EL.D 633 131% -1,3TE 3,011 15% -1 0%,
Cannahis “Fincos™

Sdvanoed Flower Capital Inc. WFOG MASDNAD 547 0Elx 25.0% 223 122 Da% -BS a7 15% SET 55
Innavative ndus trial Progerties Inc PR MYSE 55.32 0B3x 13.7% 183 1567 16% -14E 1,715 12% S255% -AT%
NewlLaioe Capital Partners, Inc. NLCP L5 oTC 1460 0.7Ex 10.7% 0.5 oo % 12 287 10% -10% -29%
Chicago Atlantic BDC, Inc. LIEM RASDUAD 573 0.73x 103% 11E 127 0% 4 198 -1 -10% ~14%
EHF Holdings Inc (lass & EHFS RASDUAD .24 -0.51x KA 1B [ -875% -10 16 1% -7 -BE%
Chicago Alantic Resl Citste Finance, In - REFI MASDAD 1479 0.58x 127% 0.8 10E 14% -78 386 10% 6% 6%

Source: FactSet, company reports, and Z&A estimates

©2024 Zuanic & Associates www. zuanicassociates.com 14
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Exhibit 9: Industrial REITs

5/14/25 Mkt Stock Perdormance
Price Diiw [min) Cap Debt to
Shares UsSMnA Equity

Indws trial RETS 1.45x 5.5% 10% -10% -13%
ferricald Realty Trust, Ine. COLD MYSE 1784 160 5.0 1E4.3 5,100 116% -3,633 B,732 7% -16% 24w
ExitGroup Properties, nc. LGP NYSE 16819 263k 13% 518 E 717 475 -1,550 10,267 B -6% 3%
First Industrial Realty Trust, inc. FR NYSE 50.40 2.50x 3.1% 1323 (i} E4% -2,1E4 B.E54 10% -9 6%
Innawative ndusdtriasl Properties lne IIPR MYSE 55.32 0B3x 137% 2B.3 1567 16% -14E 1,715 17% -P55 AT
industrial Lagistics Praperties Trust ILPT  MASDAD 124 040k 1% BE.1 114 ED1% -4,077 4,707 0% -19% -20%
LKP industrial Trust LKP HY¥SE B.20 1.17x 6.5% 1945 2,415 TTH -1,4E5 3,900 oo, 0% T
NeswLake Capital Partners, Inc. HLCP L5 oTC 14 60 0.76x 118% 205 300 % 12 287 10% -10% -20%
Pralags, Inc. FLD MNYSE 107 .60 187« 1.6% 0263 00 GEE B1% -31,055 131623 17% S10% 0%
Phymouth Industrial REIT, Inc. PLYM NYSE 16.18 1.29x 5.9% 45.4 T34 115% -612 1,347 15% 1% -23%
Rexfard Industrisl Reslty, Ine. REXR HYSE 35.12 096 48% 215.3 7,812 47% -3,449 11,361 B A% 3%,
STAG Industrial, Ine. STAG MYSE 3452 1.BEx 4.1% 1EES 6513 B3 -3,06D 9574 11% 0% 1%
Terrena Reslty Corparation TRNO MYSE 5757 152« 13% 992 5,713 15% -522 6,535 5o 3% 55
Cannabis "Fincoa™

Advanced Flower Capital Inc. AFCG NASDAD 547 0E1x 15.0% 22.33 122 D45 -BS 207 155 37 555
innavative Industrial Pragerties Ine PR NYSE 5532 0.B3x 137% 2E.33 1567 16% -14E 1715 17% -25% -AT%
NeswiLakn Capital Partnars, Ine. NLCP LS OTC 14 60 0.76x 118% 2051 100 1% 12 187 10% -10% -20%,
Chicags Mbantic BOC, Ine. LEN  MASDAO 9.73 0.73x 12.1% 11.821 222 0% 24 198 -1 -10% 14%
SHF Holdings Ine Class A SHFS  MASDAO 2.24 D51x 00% 278 B -B7% -10 16 1% Ti -BE%
Chicago Atlantic Resl Etate Finance, In REFI MASOAD 14759 [ER 5+ 127% I0.EZ 10E 4% -TE IRG 105 -6 6%
Source: FactSet, company reports, and Z&A estimates

©2024 Zuanic & Associates www. zuanicassociates.com 15
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Exhibit 10: BDCs

5/14/25 Mkt Stock Performance
Price Diiw [min) Cap Debt to
LIs4 Yield Shares Us5MA Erjuity

BOCs 0.BBx 13.9% 127% 3% -11% -13%
Gladstane Inves trent Corparation GAIN RASDUAD 1430 1.06x 6.7% 16.E 527 1% -356 BE3 B T 0%

Grest Eim Capital Conp GECC RASDALD 1053 0.92x 135% 115 122 143% -1E1 303 11% 1% 1%

Gladstane Capital Conparation GLAD MASDNADY 1638 1.23x T.5% 1.2 5EG [1:4 -3112 =Tul=} o5y -7 18%
Hariton Technology Finance Conporati  HRZN MASDAD 1.55 1 .00 175% 159 ip 155% 167 668 -B% -¥% -36%
Chicaga Atlantic BDC, Ine. LIEM HASDAD .73 0.73x 121% 11E 222 0% 24 198 -9% -19% -14%
Logan Ridge Finance Conparation LRFC HASDAD 1780 060w TR .y 1B 132% -73 120 -4% -2B% -}1%
Mannoe Capital Conp. MARCC  MASDAG 6.26 0.73x 16.0% 7 136 156% -183 4149 E-1 SIT% -135
OFS Capital Carp. OFs MASDHAL g1 074 15.4% 13.4 11E 154% S TE 354 7o g% T
Cufard Square Capitsl Conp. ONs0p  MASDAD 146 L.1Bx 17.1% E69.E 172 E5% - 260 -2% -13% -24%
PennantPark lnvestment Canparation PHNT NYSE B985 083x 13.5% 65.3 454 15E% -722 1,176 17% 1 1
Partman Ridge Finanoe Canparation PTMN  WASDAD 1265 DETE 20.1% 9.2 116 153% -18% 09 7% S2E% T
Saratoga Investment Conp. AR NYSE 2404 083k 123% 152 165 150% 577 94z 7% -4 4%

Stellus Capital lnvestrent Conp. S0 WYSE 13.23 1 et 121% 75 164 163% -573 937 B -11% -7
TriplaPaint Venture Growth BOC Carp. TPVG MYSE 6.60 0.7 7% 19.7% 40.1 265 115% -320 585 12% -15% 2B
‘WhiteHorse Fnance, Inc. WHF MASDNADY 912 0. 75x leS% 2312 17 126% -3216 538 1% S35 -1
Cannabis “Fincos™

Adwanced Flowser Capital lnc. AFCG RASDMAD 5.47 061x 2505 2233 122 G456 -BS 7 155% SET% 555
Innavative ndustrisl Propenie: lne PR KYSE 5532 0.83x 137% 2E33 1567 165 -14E 1715 17% 511 -4 7%
Newlaks Capitsl Partnans, Ine. NLCP LIS OTC 14 60 0.73x 12.1% 2051 100 1% 12 187 10% -10%, 7o%
Chicags Miantic BOC, Ine. LEN  MASDan 9.73 0.73x 12.1% 11.82 222 0% 24 198 o5 -19% -14%
SHF Holdings Inc Class A SHFS RASDMAD 124 -0.51x 0% 178 [ -07% -10 16 1% -TR% -BE%
Chicago Atlantic Real Estate Financs, In - REFI RASDMAD 1479 0.909x 127% 20.E3 0B 345 -7B 386 10% 6% 6%

Source: FactSet, company reports, and Z&A estimates
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15 May 2025 Advanced Flower Capital: Company Update

Exhibit 11: US MSO Valuation Multiples

NET DEBT RATIOS BROADER DEFINITION OF NET DEBT

LiS5MA ZBA Spot BV f Sales I8 Spat BV f EBITDA MNet Dbt/ Sales Nt Debt) ERMTDWA BOMND/ Sales BDND; ERTDA
14-Mayg-25 Current CY25& CY26& Current CY25& CY26& Current CY25 Current CY25 Curnent CY25 Current CY25
LS MS0s 14x 1= 049x G.Gx 55x 4.4x

Ascend Wellness 11l= 11= 10= 449x 51x 4 6% -0.4x -0.5% -2.0% -21x -0.9% -1.0x -4 -4.4x
S Wellnes s 12x 12x 12x T3x 6.1x 5.6x -.9x% -0.9x5 -5.2x% -4 3 -1.1x -1.2x% -6.8x -5. 7%
Cannabit Co 11l= 12= 132w 14 5x 1135x Bi3x -0.7x -0.Bx -9.5x -T4x -1.0% -1.1x -13 5% -105x
Cansarium 11l= na na 37x na na -0.6x na -2.0% na -0.9% na -3 ¥x na
Crres it Labs 13Ex 135= 13= 55x 57x 51= -0.5x -0.5% -2.0% -21x -0.9% -0.9% -3.6x -3.7x
Curalesf 15= 15= 14x= 6.6x T0x 6.1x -0.5x -0.5% -2 -2 4x -0.9% -0.9% -389x -4,
AFrant Ventures 2.1= na na 344x na na -1.2x na -19.6x na -2.0x% na -338x na
Glass House 35 3= 2.6x 203x 17 2x 112x -0.1x -0.1x -0.6% -0.5x -0.3x -0.3x -1.8x -1.5x
Wirea Grawth {pf] 1i3x 13x 1.0x 57x 51x 3ax 0.1x na 05x na -0.Gx% na -2.1x% na
Green Thumib 12x 135x 12x 37x= 4% 34x 00x= 0.0x -0.1x -0.1x -0.1x -0.1x -0.3x -0.3x
Grawn Rogue 18x na na 2hx na na 02x na 03x na 0.0x na 0lx na
nthus 1ix na na T5= na na -0.9x na -6.1x na -1.0% na -6.dx na
Juzhi 15x 15x 14x 12 3= 8= §8x -6 -0.6x% -5 3% -3 -1.2x -1.2x -10.3x -6.9x5
M aribAed 049x= 08x 08x 54x= 58x 4 3% -0.dx -0.dxn -2 8x -2 Bx -0.E6x -0.5% -3.9x -3.8x5
Planet 13 1= 09x 08x na 160x [ 0l= 0l= na 13x -0.2xn -0 2% na -3.2x
Terrhscend 15x 15x 14x T5x= Tix §3x -6 -0.6x -2.8x -2.7n -1.0x% -1.1x -5Ax -4 .8y
TILT 11l= na na 512x na na -0.6x na -28 65 na -11x na -49 9% na
Tiruiliese 14= 14= 14x= 38x 41x e -0.2x -0.2x -0.6x -0.7x -0.7x -0.7x -1 Ex -2.0%
Verana 11l= 11= 10= 37x 34x 36x -0.4x -0.4x -1.3x -1.4x -0.Bx -0.Bx -2.6% -2 Bx
et 132= 10= 0.7= 348x 35x 149= -0.Bx -0.6x -2 4u -2 -0.Bx -0.6x -2 4x -2 ¥

I} Current is based an the latest reparted gir annualized (Sales and ERBITDA); 2] e hake FactSer consensus estimaltes far C¥252 and CY26e multiples, if ovriloble

Source: FactSet, company reports, and Z&A estimates
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Exhibit 12: Stock Performance

14-May-25 Stock Performance Stock Performance

Stock Performance

W) Fincos
Aseend 14% -14% -T4% Burara 18% -20% -25% AFDG 15% -37% -55%
Hogr 93% -39% -89% HAvant -7% -22% -63% IIPR 12% -25% -47%
Cannabist 62% % -79% Moy 14% 73R TE% WLOP 10% -10% -29%
Cansortium -11% -31% -T2% Myurcann 2% -39% -41% SHFE 1% -13% -86%
Crnes 16% -23% -65% Cannara -1% % 50% LIEN -9% -19% -14%
Curalesf 10% -39% -B4% Canopy 50% -21% -85% REFI 10% -6% -6%
4AFrant -67% -79% -a7% Cranas 18% 4% -30% Pix B Shaowvel
GlasHouda 50% % -30% Diacibial 14% -11% -46% BGFY SA% 17% 552%
Gaold Flara UHSA -29% -84 % Entourage 0% 8% -59% GRWE 26% -19% -61%
Grawn Rague 0% -34% -47% High Tide 16% -11% 5% HYF#A 15% -41% -66%
Grean Thumb 10% -24% -57% oGl 18% -10% -34% MG 15% -11% -16%
ibnthus -51% -40% -T4% Rubiécon -20% 12% 14% UGRD -31% -47% -79%
lughi 14% -7% -49% SNDL -6% -30% -47% CBD
blarifed 2% -35% -GE% Tillrayy -4% -54% -TE% vl -8% -33% -A6%
Planstl3 11% -25% -54% WFF 99% 2% -23% CWEB 24% -4% -43%
Schwarie na 233% -96% LFID -25% -4% -73%
StateHouse na na -44% Tech Index
Trulieve 33% -3% -62% LFLY 15% -21% -88% E&P 500 1% -3% 13%
Tarrdcend 51% -3E% -T7H EBIG 69% 11% -49% E&P 477 -1% -3% 5%
Verana 39% -37% -85% MAPS 14% -1d% TH Nasdag 134 1% ELE
et -25% -21% -67% ape parts MEDS ETF 2% -23% -72%
Wirea Gnawth 9% -12% -2d% GHNLN -0E% -100% -100% ¥ O ETFE 235 -14% -52%
Inte mational PR -15% -33% -51% Simple Group Averages
InterCure 23% -33% -46% SMORF 0% % 8% Lange Canada LP: Rk -16% -53%
Phanma(elo -36% 2% 109% TLLTF 10% -31% -80% Tier 1 M50s 21% -25% -71%

Source: FactSet
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Appendix Ill: Bio and Disclaimers
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Analyst Bio

Pablo Zuanic is a well-known and highly rated equity analyst following the cannabis and psychedelics sector. Over the past five years he launched coverage of over
40 companies in the US, Canada, and overseas (MSOs, LPs, CBD, ancillary, psychedelics), kept close track of sectoral trends, and followed the reform process in
the US and elsewhere. His firm Zuanic & Associates publishes equity research on the cannabis and psychedelics sectors, both from a macro/sectoral level in a
thematic manner, as well as specific reports on listed stocks. The research service is aimed at institutional investors and corporations. The firm is also available for
short-term consulting and research advisory projects. At various points in his career, Pablo was Il ranked and called as expert witness in industry investigations.
He has a deep global background having covered stocks over the past 20 years in the US, Europe, Latin America, and Asia, across consumer sub sectors. Prior
employers include JP Morgan, Barings, and Cantor Fitzgerald. An MBA graduate of Harvard Business School, he started his career as a management consultant,
which brings a strategic mindset to his approach to equity research. Pablo Zuanic can be contacted via the company’s portal www.zuanicassociates.com; via email

pablo.zuanic@zuanicgroup.com; or via X @4200dysseus.
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Disclosures and Disclaimers

About the firm: Zuanic & Associates is a domestic limited liability company (LLC) registered in the state of New Jersey. The company’s registered address is Five Greentree Centre, 525 Route 73, N
Suite 104, Marlton, New Jersey 08053, USA. Pablo Zuanic is the registered agent. The firm publishes equity research on selected stocks in the cannabis and psychedelics sector, as well as thematic
macro industry notes. The firm also provides consulting and advisory services. Potential conflicts of interest are duly reflected in the respective specific company reports.

Analyst Certification: The publishing analyst, whose name appears on the front page of this report, certifies that the views expressed in this independent research report accurately reflects his
personal views about the subject securities or issuers discussed in this report. His opinions and estimates are based on his best judgement at the time of publication and are subject to change without
notice. As per the company’s policy, the author of this report does not own shares in any company he covers.

Other: This report is for use by professional and or institutional investors only, and it is deemed impersonal investment advice, published on a bona fide and regular basis. This report is for informational
purposes only and is based on publicly available data believed to be reliable, but no representation is made whether such data are accurate or complete. As such, this report should not be regarded
by its recipients as a substitute for obtaining independent investment advice and/or exercise of their own judgement. When making an investment decision this information should be viewed as just
one factor in the investment decision process. Neither the publishing analyst, nor any of the company’s officers and directors, accept any liability for any loss or damage arising out of the use of all or
any part of the analyst’s research.

Risks: The financial instruments mentioned in this report may not be suitable for all investors and investors must make their own investment decisions based on their specific investment objectives.
Past performance should not be taken as an indication or guarantee of future performance. The price, value of and income from, any of the financial instruments featured in this report can rise as
well as fall and be affected by changes in political, financial, and economic factors. If a financial instrument is denominated in a currency other than the investor's currency, a change in exchange rates
may adversely affect the price or value of, or income derived from, the financial instrument, and such investors effectively assume currency risk.

Disclosure: Zuanic & Associates offers advisory and research services, and it also organizes investor events and conferences. The firm is often engaged by various operators in the cannabis industry
(both plant touching companies and those providing services, private and public, in North America and overseas) on an ongoing or ad hoc basis. The company discussed in this report is a paying
customer of the services provided by the firm.

Copyright: No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or other electronic or mechanical methods,
without the prior written permission of the author.
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