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New Lake Capital Partners (NLCP)

Company update: Overweight

Key Highlights:

e Fallin the stock price due to the IIPR/PharmaCann saga
is overdone, in our view. NLCP now 16% disc to NAV.

e NLPC’s rental rates (much lower than the $70 ABR/sq ft
paid by PharmaCann to IIPR), and generally a stronger
book, makes us expect minimal “ripple effects”.

e We see as much as 30% upside a year from now, with
the stock back at par and further DPS (120% covered)
increases.

e  We rate NLCP Overweight.
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NLCP: Read Across from IIPR/PharmaCann Outcome

Read for NLCP from IIPR/PharmaCann Saga

We rate NLCP Overweight. We believe the drop in NCLP shares since the IIPR/PharmaCann dispute
was disclosed on 12/19/24 has been excessive (NLCP -16%; IIPR -23%). The stock now trades 16%
below NAV and pays a 10% dividend yield (120% covered). Factoring a potential increase in the
dividend by end of 2025, NLCP shares could represent close to 30% upside (assuming a return to
par). As we explain here, while the US cannabis industry is not without challenges, the NLCP book
(unlevered mostly) quality is more robust than IIPR’s, and its leases have better cash flow coverage
(a sign of NLCP’s discipline). Also, we note PharmaCann was paying steep rates (570 ABR per sq ft)
while NLCP’s tenants are mostly in the $30-40 range, so we see low risk of “ripple effects”. For more
company background, see our prior note on NLCP released on 12/9/24.

On 1/30/25, IIPR disclosed it had reached an agreement with PharmCann (its largest tenant).
First, some background, on 12/19/24, IIPR disclosed PharmaCann (see our note of 12/23/24) had
defaulted on six of its 11 leases (the six were cultivation sites in IL, MA, MI, NY, OH, PA); due to
cross default provisions, it was also in default on five dispensaries leases in CO. As we noted in our
12/23 report, PharmaCann (IIPR’s largest tenant) was paying on average $70 in annualized rent
per sq ft vs. $36 for its other nine largest tenants. The latter is partly explained by the longevity of
some of the PharmaCann leases (steeper terms back then, plus the effect of annual escalation
clauses). As per the 1/30/25 press release, the revised terms are as follows:

e  Security deposits were used to cover in full the defaulted rent for Dec’24 and Jan’25, on
all the properties that were on default.

e Rental rents for nine properties (NY, IL, PA, OH, and CO) reduced by 7% (starting 2/1/25)
to $2.6Mn per month (in total) from $2.8Mn. The nine properties (four cultivation sites
plus the 5 CO stores) comprise 434K sq ft and represent $223Mn in total invested and
committed capital (inclusive of unfunded tenant improvement allowance in the NY lease),
or >9% of IIPR’s total invested capital as of 3Q24.

e |IPR increased the security deposits for these nine properties (it not disclosed by how
much), but PharmaCann will top up the deposits over a 36mo period starting 2/1/27.

e Inaddition, rent was abated in full for two cultivation properties in Ml and MA, equivalent
to $1.3Mn per month (PharmaCann will work with IIPR to transition the leases to new
tenants, but after 8/1/25 it will have no further obligations and IIPR will regain full control
at that point in the lases have not been transitioned).

e Asofthe agreement, a) PharmaCann will fortify its balance sheet by raising equity capital
(not quantified); b) PharmaCann issued an interest-bearing note (due 2/1/35) to IIPR ($
amount and rate were not disclosed); c) IIPR will have the right to approve future debt
raises by PharmaCann.
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e The agreement described above is subject to PharmaCann being able to refinance its
existing senior secured credit facility maturing 6/30/25 (S amount not disclosed).

e Note: In total, IIPR’s 11 leases with PharmaCann represented 17% of total rental revenues
for the three and nine months ended September 30, 2024.

Our take: Despite IIPR supposedly having most of the negotiating leverage, PharmaCann was able
to win some concessions (a 7% cut in the rental rates of four industrial properties and five stores;
it also gets to walk away from two tough markets in MA and MI). That said, while we would not
minimize those concessions, PharmaCann will still be paying rental rates well above other tenants
in the IIPR book (~$73 ABR per sq ft vs. $36 on average for its other nine largest tenants). Re IIPR,
there could be ripple effects (in folks exiting MA/MI leases, for example), and the whole saga has
hurt investment sentiment on the stock.

e We calculate the four industrial properties in IL, NY, OH, and PA, were paying $78.5 ABR
per sq ft ($2.8Mn per month for the four combined: NY 234K sq ft; IL 66K; OH 58; PA 56K),
while the MA/MI properties were paying $59 ($1.3Mn: MI 205K sq ft; MA 58K). Assuming
the 7% cut does not apply to the CO stores, then the new ABR for the remaining four
industrial properties (IL, NY, OH, PA) will now be around $73. Note: The NY lease was
booked on 12/19/16; the MA lease is from 5/31/18; the other four leases (IL, MlI, OH, PA)
are from 2019.

e Given PharmaCann will still be paying much higher ABR, we do not expect an avalanche
of rate renegotiations for IIPR with its other tenants. That said, given challenges in
markets like MA and MI, we wonder if other tenants may also seek to give up their leases
(and their production in those states). But not everyone will walk away, we assume. Other
cultivation tenants of IIPR in MA include 4Front Ventures, Ascend, Curaleaf, Curran
Highway, and Trulieve... Or maybe some of these will negotiate to walk away? In the case
of MI, the IIPR cultivation tenants include Ascend, Cresco, Emerald Growth, Lume
Cannabis, and Mitten Extracts.

e |nourview, the main damage to IIPR is on investor sentiment. While the stock moved up
from $66 to $73 once the news broke on 1/30/25, it is still well below the $95 of 12/19/24
(and well of the $132 on 11/5/24, before the Presidential election). IIPR loses $18Mn in
annual rental revenue ($1.3Mn/mo from the MA/MI leases and $0.2Mn/mo for the cut
in the IL, NY, OH, and PA leases), or about 6% of total annualized revenue. Sure, it could
have lost 16% of its rental revenue. The dividend seems secure; proforma the 80% payout
ratio is now 85% vs. 80% in 3Q24 (it would have been 99% if it had lost all the PharmaCann
revenue).
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Read across for NLCP. The company stock has taken about a 15% hit since the 12/19/24 IIPR news
broke, and moved little on the 1/30/25 IIPR press release. While sectoral sentiment on the MJ sale
lease back operators has been impacted from the IIPR/PharmaCann saga, we believe the NLCP
stock reaction is overdone (with the stock down -16% since 12/19/24 vs. -23% for IIPR). We say so
for several reasons.

e We see less risk in the NLCP book vs. IIPR — more exposure to license-restricted states;
more exposure to public companies than private: more exposure to larger operators.
Curaleaf, Cresco, and Trulieve are NLCP’s largest tenants, accounting for close to half of
rental income.

e As we indicated in our 12/23/24 report, rental rates at NLCP are well below the IIPR
average, with most NLCP ABR per sq ft in the $20-40 range, with the only exceptions being
Cannabist (548 ABR per sq ft) and Acreage $43 per sq ft. As of 3Q24 disclosure, the two
most expensive leases in the IIPR book were PharmaCann ($70/sq ft) and Holistic ($56).

e NCLP focuses on property cash flow before entering lease agreements (this is why NLCP
discloses what it calls property EBITDA coverage). On the whole, it could be said NCLP has
been more disciplined in structuring leases and has walked away from high cost deals that
have poor cash flow coverage.

e At NLCP, PharmaCann only represents 1% of the net real estate value (leases for three
stores in MA, OH, and PA).

e There are much older leases in the IIPR book, and those started at much higher cap rates
and had larger annual escalators. Yes, IIPR had a first mover advantage 8-9 years ago, but
some of their rates are now untenable. In relative terms, the NLCP leases are newer.

e Re NLCP’s two “problem” leases: It was able to execute a workout with Calypso and the
company did not miss rent payments. In the case of Revolutionary Clinics, the company
went into receivership (even though it had been able to bring in new capital) and NLCP is
working with the receiver re next steps (sell/liquidate the asset or, if necessary, re-
tenanting the building). In this sense, NCLP believes that by trying to be part of the
solution, and working with all parties, it can generally get better value for its shareholders.

NLCP valuation and upside. On the back of strong operating performance, NLCP had been able to
erase its discount to NAV pretty much. But since 12/19/24, the stock trades at a discount again
(16% discount to NAV compared with a 5% premium for lIPR). On the other hand, the company’s
dividend yield of 10.4% is mostly in line with IIPR (10%). Given the lower risk we see in the NLCP
book, we would expect the discount to NAV to narrow. A year from now, the dividend and NLCP
back to par, could represent >25% upside for shareholders, or close to 30% if the dividend is
increased (we model 45c¢ by 4Q24 vs. 43c now). Also, the company has $10Mn left on its share
buyback program (quiet period right now).

www. zuanicassociates.com



4 February 2024 NLCP: Read Across from IIPR/PharmaCann Outcome

e  Stocks Performance: Industrial REITS in general (see appendix) are down 7% in the last
90d (and up 3% in the last 30 days), with NLCP -12% (-6%) and IIPR -43% (-8%). Mortgage
REITS in general are down 10% in the past 90 days (-3% in the last 30d), while REFI is up
2% (-1%) and AFCG -15% (-1%). During the last 90d, the MSOS ETF is down 51% (-11% last
30d) and the S&P500 is up 5% (+2%).

e Valuation: After trading at par before the IIPR/PharmaCann news broke, at $16.46 NLCP
now trades at a 16% discount to par (BVPS $19.48 3Q24), and the cash dividend yield is
10.4% (43c x 4), almost 6pt above 10-year Treasuries. The dividend is well covered (120%
in 3Q24; the 43c dividend was 84% of AFFO in 3Q24), especially considering the NLCP
spread (rental yield close to 13% vs. debt cost of 5.65%), and what we think is a book at
less risk of renegotiations (vs. IIPR given the high rates PharmaCann was paying). The
weighted average yield is 11.9% (the book has 2.6% annual rent escalations).

e Direct Comps: Post the recent fallout, IIPR, the most direct comp, now pays 10% dividend
yield (4 x $1.80 over $68.70) and trades at a 5% premium to par (3Q BVPS $68) vs. a 16%
discount to par for NLCP. The two mortgage REITs may not be direct comps (AFCG pays a
16% dividend yield and trades at a 17% discount to par; REFI pays 12% and trades at a 1%
premium), but the question remains whether they (i.e., the MJ mortgage REITs) represent
better value, especially given the lingering question for the MJ sale lease back operators:
without more states going rec (TBD) or big states going med, for the time being, there
may be less expansion to fund for the sale leaseback operators (with the mortgage REITs
better placed to lend against existing unencumbered real estate assets and BDCs lending
against cash flow).

e Non MJ Comps — Industrial REITs not in cannabis: According to FactSet, as shown in the

appendix, industrial REITs on average trade at a 63% premium to par (some like EastGroup
Properties at ~200%), with very few exceptions below par (Industrial Logistics Properties
being one). On average, industrial REITs pay dividend yields of 4.9%.

e Note: Since mid-Sep’24, 10-year Treasury Bill yields have increased from 3.65% to 4.52%
(peaked at 4.80% in mid Jan), and this has weighed on “finco” stocks, especially those
levered and with mostly fixed rate structures for their tenants. But NLCP only has $7Mn
in debt ($389Mn in net real estate investments), so this is not a factor for the company,
relative to peers.
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Table 1: Stocks mentioned in this report

Company name

US MS0s

4Frant Ventures FFNTF not rated
Agcend Wellness HANH will cover
AR Wellness HYRWF nat rated
Cannabist CCH'WF not rated
Cansortium CHTMF willl oover
Cirest 0y Lanha CRLAF Orverassight
Curabesf Holdings CURLF willl cover
GlxsHouse Brands GLASF not rated
Gald Flara GRAM Orvarweight
Green Thumb Industries GTRIF Owerssight
Grown Rogue GRUSF nat rited
Jushi Holdings IUSHF Drverweight
M arib ed MRMD Orversmesight
Planet 13 Holdings PLNHF Orvaraight
Schwarze SHWZ will cover
Terrbscand TSMNDF nat rated
TILT Haldings TLLTF Neutral
Trulieve Cannabis TCHMF niot rated
‘Verano Haldings WEMOE Orvermeight
et Soience, I, VEXTF Onéermeight
Vires Grawth VREOF will cover
Finance (M)} Companies

AR Garmima HFCG Owerssight
Chicago Atlantic BDC LIEM willl cover
Chicago Atlantic REAF REFI Owerssight
Innavative Ind wstrial Properties PR niat rited
M Lake Capital Partners MLCP Orarmaight
EHF Haldings SHFS not rated

Source: Z&A ratings

Company name Rating
Canada LPs

Aurora Cannabis ACE Mewtral
Auxly Cannabis Graup CEWTF will cawer
fsanit Brands AVTEF will cawer
Ficanna AVCN rot rated
fiyurcann Haldings AYURF will cover
Cannara Biatech LOWFF rok rated
Canopy Grawth Canparation CGEC will cover
Cronos Graup CRON riot rated
Decibel Cannabis Co DECCF Crverweight
Organigram Holdings DGl will cawer
Rubicon Organics ROMIF not rated
SMDL SHDL not rated
Tilray Brands TLEY Pewutral
Village Farrms Intl WFF Cerasight
COther

Agrify AGFY not rated
Cannapressa TBLD not rated
Cantourage AG HIZH :FF not rated
Flara Growth FLEC not rated
Grow Generation GREWG rok rated
Intercure INCR riot rated
lspire Technalogy ISPR will eaver
Leafly LFLY not rated
LFTD Partners Inc. LIFD Cverweight
Smoore International SMORF will cover
Springhig SBIG rok rated
Urban-gro UERO not rated
Wi Technalagy MAPS Meutral
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Appendix I: Company Financials
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Exhibit 1: Balance Sheet

US5000s

BALANCE SHEET CY22 Y23 1024 1024 3024 4024e CY2de 1025e 2025« 302 5e A0 5 CY25e CY26e CYZTe
et real o tate 379,738 380,309 385,136 389,481 I88.848 3E5,006 1E5, 006 383,460 384,006 384,520 384,201 14,201 187,799 391542
Pesal s tate - grods 100,474 412 308 420,202 427,672 430,265 430,765 430,765 431,765 435,765 439,765 442,965 442 965 460,951 479,668
Land 21,427 21,397 21,397 21,717 21,717 ] ] ] i o (1] 0 il ]
Buildings and improvements ITE, 047 390,911 398,805 405,955 408,548 ] ] ] a [ (] o il i]
|-] Accurmulated depreciation 19,736 -31,999 35,066 -38,191 41,417 44,859 44,859 -48,305 -51,759 55,245 58,764 -5B,764 -73,153 88,126
Cash and cash sguivalents 45,192 25,843 21,546 20,687 19,833 23,732 23,732 25,043 22,504 20,802 19,903 19,903 11,535 3,000
in-place besse intangible assets, net 11,765 19,779 19,283 18,786 18,290 18,290 18,290 17,794 17,298 16,801 16,305 16,305 14,320 12,335
Laan recervahle 5,000 4833 4,848 4859 4,872 4872 4872 4872 4872 4,872 4,872 4,872 4,872 4872
Praperty held Tor sale o il a a /] o il il ] [\ [\ o il i]
Other sisets 2,554 2518 2,304 2,385 2,736 1,716 1,736 2,736 2,736 2,716 1736 2,716 1,736 2,736
TOTAL ASSETS 454,249 433,292 433,117 436,198 434579 435536 435,536 433,905 431,416 429,731 428017 428,017 421,261 414 485
Accounts payable and sccrued expenses 1,659 1117 647 a21 1,253 1,253 1,253 1,253 1,253 1,253 1,253 1,253 1,253 115%
Revakding credit facility 1,000 1,000 4,100 7,600 7.600 7,600 7,600 7,600 7,600 7,600 7.600 7,600 7,600 7,600
Loan paysble, net 1,586 1,000 ] ] ] 3,000 3,000 3,000 3,000 3,000 3,0 3,000 3,000 3,506
Dividand and distributions payable E512 8,385 8577 9,009 9,009 E.E2D E.E20 8,820 8,000 8,000 B,000 000 £,000 8,000
Security deposits 7774 BE16 8,342 8,789 8,595 E.995 E595 B,995 8,995 8,995 £,995 E.995 E,995 B995
Rlent received in advance 1375 ELTi) 668 784 668 BEE BEE GEE G558 G568 668 GEE GGE GGE
Other Eabifities 1,005 227 170 149 130 130 130 130 130 130 130 130 130 130
interes res anve o ] [ [ [ o ] 0 ] [ [ o 0 ]
Total habilities 23,311 31,335 22,454 27,352 27,655 30,466 0,466 30,466 29,646 29,646 29,646 29,546 29,646 30,041
Preferred stack o il i i o o il il a /] /] o il i]
Camman stock 214 05 205 205 205 205 205 205 205 205 205 205 205 05
Additianal pad in capital 155,822 445,289 445,590 446006  AA6A66 446 4GB 446,466 446 466 446,466 446,466 Q46166 446,466 446 466 446 466
Mecourrubated deficit -324B7 -40,909 -42.479 -44.581 -47 008 -4E,B62 -4E 62 -50,494 52,162 -53,847 -55,561 -55,561 -62,317 -69 488
Total stockholders equity 423,549 404 585 403,316 401,630 199,663 197 809 397,808 396,177 394,509 392,824 391,110 391,110 364,354 377183
Nan cantrolling interest 7.389 7372 7,347 7,316 7.261 7261 7,261 7,261 7,261 7,261 7.261 7,261 7261 7261
TOTAL LUABILITIES AND EQUITY 454,249 433,292 433,117 436,198 434579 435536 435,536 433,905 431,416 439,731 428,017 428,017 421,261 414 485
Total net assets 473,549 404,585 403,316 401,630 399,663 197,809 197,809 396,177 394,509 392,824 391,110 391,110 164,354 377,183

MET ASSET VALUE PER SHARE 51978 $19.73 %1966 $19.54 51948 $19.39 51938 $18.31 £19.23 $14.15 $19.07 $19.07 1874 $1838

Source: Z&A estimates, company reports
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Exhibit 2: Income Statement

US5000s
INCOME STATEMENT 4 ¥ C¥23 1024 2024 3024 4024e CY2de 1025e 2025 3025e 4025 CY25e CYZEe CYZTe
Total revenue: 44,754 47304 12,608 12455 12,554 12,502 50,119 12,416 12,385 12,402 12,405 49,609 45 830 50299
{+] Rental incame 41,365 46,341 12,127 12,253 12,276 12,289 4E,955 12,214 12,184 12,200 12,203 1E.ED1 45,021 49 487
+] Interest income from loans 2,429 521 131 134 134 134 533 134 134 134 134 536 536 536
{+] Fee and reimbursables o 442 350 68 144 4] 631 GE 68 68 68 172 173 176
Expendes -22.21B -22 A82 -5,645 -5,502 -5,931 5167 -22,067 -5663 -5,670 -5, 702 -5,735 -22.770 -23101 -24 088
{-] Deprecistion and amortization expense -12,E25 -14,264 -3,568 -3,)626 -3,726 -3,442 -14,362 -3,942 -3,950 -3882 -4,014 -15,EBS -16,374 -16958
-] Genersl and administrative expenses -5,3583 -7639 -2,055 -1,848 -2,077 -1,715 -7, 705 -1,711 -1,7149 -1,720 -1,720 -6,EED 6,727 -7130
COMPensation expende -4,576 -4478 -1,235 -1,150 -1,169 -1,100 4,654 -1,100 -1,100 -1, 100 -1,100 -4,400 -4, 236 4375
stack-based compensation -1,493 1] Q Q [}] i 1] 1] a [}] [}] ] 1] 1]
profes dional feed -1,575 -1362 -4032 -243 -175 -250 -1,370 -T48 -248 -248 -248 -5032 -a97 -1157
management Internalization costs o 1] 4] 4] [H] o 1] 1] a [H] [H] 1] 1] a
other general and administrative expenses -1,74% -1,7839 -418 -455 -133 -373 -1,6E1 -372 -372 -372 -372 -14EE -1,495 -1698
{-] Loss an sale of real estate -0 0 0 0 [+] 0 0 a [i] 1] 1] 0 a a
Income from operations 22,516 24 655 6477 6,965 6,635 7,335 28,052 6,753 6,716 6,700 6,671 26,839 26,729 26210
{+] Intérést incorme 113 a [i} [i} 1] i} a a a 0 0 i 0 i}
{-] Interest expense -271 -379 -83 -128 -177 -252 -640 -269 -269 -269 -269 -1,075 -1022 -919
{-] Orther 0 747 100 81 BD 0 151 0 1] '] '] 0 0 u]
Nt Income 22,356 25023 6,994 64918 6,538 7083 27412 B.484 6,447 6431 6402 25,764 25,707 25291
{-] preferred stock dividends o 1] a a o o 1] 1] a o o o 0 o]
{-] nan-controlled fnan-affiliste investments -3ED -4 38 -125 -122 -116 -116 -479 -114 -116 -116 -116 -4 64 -464 -4Gd
Net income attributable to common stockho 21,5976 24585 6869 6,796 6,422 6IET 26,933 6368 6,331 6,315 6,286 25,300 25243 24 827
Basic EPS 1.03 116 033 033 031 0.34 132 0.31 031 0.31 a1 1.23 1.3 11
FD EPS 103 1.14 033 032 031 033 1.29 0.30 030 0.30 030 1.21 1.zx0 118
basic share count (Mn} 114 112 205 206 206 0.6 D6 06 206 206 2006 0.6 0.4 0.6
diluted share count [Mn} 14 s 209 211 210 1.0 1a mao 2110 210 210 1.0 o Mo

Source: Z&A estimates, company reports
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Exhibit 3: Income statement — AFFO Analysis

US5000s
AFFO ANALYSIS CY22 Y23 1024 1024 3024 4024e CY2de 1025e 2025« 302 5e A0 5 CY25e CY26e CYZTe

Metincome reconciliation to FFO and AFFO

Nét incarme sttrbutable to common stockho 11,976 24,585 6,869 6,796 BA422 [R: 172 17,054 6,368 6,331 6,315 E.2B6 215,300 215,243 14 827
Net incame attributable to non controlling i 31ED 438 125 122 116 116 479 116 116 116 116 464 464 4G4
Net incame sttributable to commen stockha 11,356 15013 6,934 6418 6,538 7.0E3 17,533 G484 6447 6,431 6,402 15,764 15,707 15291
Adjustments o a il il [H] o a a a [H] [H] o a a
real estate depreciation and amortization 12,E25 14,264 3563 3622 3722 3,442 14,349 3942 3450 3,982 4,014 15,EE9 16,374 16958
lass on sabe of real estate &0 a a a 1] o a a a 1] 1] o a a
PR attributable tho common stockholders 35241 39,287 10,557 10,540 10,260 10,525 41,882 10426 10,397 10,413 10416 41,654 42,081 42248
Severancs 1,752 1] Q Q [}] i 1] 1] a [}] [}] ] 1] 1]
itack baied compensation 1,453 1439 350 424 4459 ive 1,602 50 424 4459 s 1,602 1,502 1,602
nion-cash interest expense 163 282 68 67 67 71 73 GE 67 67 71 73 273 273
amortization of straight-line rent expense 12 0 -1 1] -1 0 -2 1] a 4] 4] 0 1] Ju]
AFFD attributable tto common stockholder 3B,661 40,653 10,960 11,019 10,763 10,975 43,755 10,844 10,888 10,929 10,866 43,529 43,958 44124
peer share 1.E1 189 052 053 0.51 D52 2.09 052 052 0.52 0.52 2.0B 210 210
Dividend -2E,993 -33,058 -8.201 -8,409 -8.820 -E.E2D -34,250 -8,000 -8,000 -8,00:0 -B 0 -31,9599 -31,999 -31,999
peer share -1.35 -1.56 -0.40 -0.41 -0.43 -0.43 -1.67 -0.43 -043 -0.43 -0.45 -1.74 -1.80 -1.80
% of AFFD T55% B3% 76% 78% Ba% EX% ED% B3% 83% 831% BT% Ed5%% BG% BG%
FactSet condensus
Total revenues
AFFD peer share fa 255 071 073 071 072 2.91 072 0.74 0.74 o744 2.93 314 it
Dividend per share ria 111 055 058 0.60 D.ED 2.36 051 0.62 0.62 D62 .46 266 na
payout E3% TER 79% Ba% EX% E1% Ed% Bd% Ba% B5% EdS EB5% na
Total debt na 3 na na na na na na na na na na [aF] na
Equity na 546 554 552 560 563 563 566 567 570 573 563 544 na
debtjequity na 0% na na na na na na na na na na na na

Source: Z&A estimates, company reports
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Exhibit 4: Cash Flow

US50004

SUMMARY CASH FLOW CY22 CY23 1024 2024 3024 4024 CYzde 1025 2025e 302 5e A4025e CY25e CYZEe CYZTe
Net incame 22,356 250213 6,994 64918 E,538 B.9E7 27417 6,368 6,331 6,315 6,286 25,300 15,243 14 BIT7
{+] deprecistion and amortization 12,E15 14,266 3568 3626 1,716 3,442 14,362 3042 34950 3082 4,014 15,EED 16,374 16958
(4] adjustments jex DA} 2,741 237 128 479 B0 o 1,214 a a [}] [}] i a a
{-] working capital 59 753 -G48 694 218 -1E9 75 1] -320 [}] [}] -B20 1] a
{+] ather -1,015 -195 4] 4] -128 o -128 1] a [ [ t] 1] a
MNet cash provided in operating activities 37,008 40,084 10,042 11,717 10,961 10,220 42,940 10310 9461 10,297 10,300 40,369 41,617 41,785
{-] aoquizition of real estate -36,969 =350 a -3,993 [1] o -3,8583 a a (1] (1] o a a
{-] tenants improvements -45,245 -14 434 -7.894 -3477 -2,593 -500 -14, 464 -1,000 -4,000 -4, 0040 -3, 200 -12,200 -17 986 -18,716
{+] ather -4,219 1,949 4] 4] 4] 0 1] 1] a 4] 4] 0 1] Ju]
Net cash uded in invedting activities -BGA53 -12 835 -7,894 -7470 -2,583 -500 -1EA57 -1,000 -4,000 -4,00:0 -3, 200 -12,200 -17 986 -18,716
{-] debt procesds |payments) -EDD -1000 2,000 3,600 [H] 3,000 E.BO0 a a [H] [}] i a 396
{-] dividends -1E,553 =33 058 -8,201 -8,409 -8 820 -B,E2D -34,250 -8,000 -8,000 -8,000 -8, 000 -31,955 31,999 -31993
{+] share Biuance | repurchaie) o -11.807 i} i} [1] o i} i} a [1] [1] i} i} i]
{+] other -1,667 -733% -244 -219 -8 i -043 1] a [}] [}] ] 1] 1]
{-] stack aptians faarrants i} i} i} -78 78 i} i} i} 4] [i] [i] i} i} [i]
Net cash provided from financing activities -32.460 -46.598 -6,445 -5,106 9,222 5820 -26,593 -8.000 -8,000 -8,00:0 =B,000 -31,959 -31.999 -31,603%
Inerease in cash and cash eqguivalents -B1,905 -19.349 -4,297 -359 -B54 3.B99 -2,111 1311 -2,5319 -1,702 -B99 -3,830 -B.368 -8,535
Cash ot start of year 127,087 45,192 15,843 21546 20,687 15,8313 25,E43 3732 25043 22,504 20,802 23,712 15,903 11535
Cash at end of year 45152 15,843 11546 20,687 19,833 13,712 23,732 15,043 22504 20,802 15,903 159,503 11 535 000
Met |(debt) cash 42,206 23843 17,546 13,087 12,233 13,132 13,132 14,443 11,904 10,202 9,303 9,303 935 -7 89896
Cash 45152 25,843 21546 20,687 19,833 23,732 23,732 25,043 22504 20,802 19,903 15,903 11535 3,000
Groas debis foans/bonds 2,0E6 2,000 4,000 7600 7,600 10,600 10,600 10,500 10,600 10,600 10,600 10,600 10,500 10995

Source: Z&A estimates, company reports
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Appendix Il: Valuation Comps
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Exhibit 5: MJ Finco Stocks per Z&A Calculations (different from FactSet)

LS5 Rtn i Total Financial Book PremfDise  Regular Dividend
shares Mkt Cap: net debt Value to BVPS DPS Yield

M Finco Stocks

Adwanced Flower Capital AFCG 206 4820 el 1| 180 -26 5001 -17% 5033 161%
Innawative Industrial Properties lIFR 2162 o B3 2037 -125 SEE.TD 5% 5180 10.0%
Chicago Atlantic BDC LIEM 228 511.7% 18 268 39 51415 -171% 5034 116%
NewiLake Capital Partners HLCP 126 51646 6 3349 12 5104E -16% 5043 10.4%
Chicago Atlantic Real Estate Finance REFI 347 51537 196 300 -47 51505 1% 5047 113%

Source: FactSet, company reports, and Z&A estimates
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Exhibit 6: Industrial REITs and Lenders to the Cannabis Industry

Stock Performance
Div Debt to 1yF Consensus
Equity EV/Rev  EV/EBITDA

Industrial RETS 1.63x 4.9% 3% -T% -12%
Aemericald Realty Trust, ine. COLD NYSE 21.50 181x 4.1% 28317 6,098 104% 3,433 3,530 3.dx 14.3x 0% -15% -35%
ExstGroup Properties, Ine. EGP HYSE 169.16 2.54x 1.2% 4737 B,0ED G2% -1,663 9,732 13 5x% 19.1x 5% 1% -B%
Firat Industrisl Reatty Trust, lne. FR HYSE 53.14 267x 18% 1323 7,030 BE% -2,214 9,245 13.0x 19.1x 5% 1% 0%
Innavvative ndustrial Properties Ine PR HYSE 7151 106 10.5% 8.1 2,023 16% -13g 2,162 7.ix a91x B AT R
industrisl Logitics Properties Trust ILPT NASDAD 180 043 1.1% 65.8 250 T42% -4,0E3 4,313 9.6x Wl in, 4% 11% -11%
LXP Industrial Trust L¥P NYSE B.27 1.16x BA% 2934 2,415 EE% -1461 31,BET 11.4% 14 2% T, L1005 L1115,
Hewilake Capital Partners Ine. NLCP Us OTC 1646 0.8 10.3% 20.5 337 1% 4 114 B.2x Wl in, 6% -12% -1%
Pralogis, Ine. LD HYSE 11778 206 13% 9244 | 10B.EB4 B0% -31,275 140,158 16.9x% 21.7x 11% 4% -10%
Plymiouth Industrisl RET, ine. PLYM NYSE 16.75 1.74x 5.7% 453 75E 103% -BSE 1,516 T.dx 11.7% 6% -17% -2E%
Rexfard Industrisl Realty, Inc. REXR NYSE 40,09 1iix 4.2% 2123 8,513 1% -1,349 10,E62 101 14 4% 4% -6% -2E%
STAG Industrial, lnc. STAG NYSE 34.12 1.85x 4.3% 1817 6,195 B2% -1,6B6 B.EES 10.Ex 14 7% 1% 7% -10%
Terreno Realty Conporation TRND NYSE 6547 1.75x 15% B75 5718 17% -GS0 6A1E 14.3x 217x 11% 9% 7%
Cannabis *Fincos”

Aadvanced Fhower Capital lnc. AFCG NASDAD 821 0BTx 189.7% 2046 1G6E BT -B 176 3.3k 1% L15% S31%
Innavative Industrial Propearties Ine PR HYSE 7181 1 06 1053 2814 1023 16% -13g 2152 7. 8% AT S24%
MewLake Capital Partners, ne. NLCP Us oTC 16.46 0Bax 1033% 20,50 117 1% 24 114 B.2x 6% L1 1%
Chicaga Mlantic BDC, Inc. S5 NASDAD 1173 0.BEx 033 6.21 73 0% i1 40 0.9 4% S10% 575
SHF Haldings Inc Class A SHFS NASDAD 048 069 003 54.56 1E 43% -12 iE na 8% 0% 52%
Chicago Miantic Real Estate Financs, In REFI NASDAD 15.28 1.02x 12.3% 1820 27E 4% -5E 116 5.6 1% 7% 5%
Source: FactSet, company reports, and Z&A estimates
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4 February 2024 NLCP: Read Across from IIPR/PharmaCann Outcome

Exhibit 7: mREITs and Lenders to the Cannabis Industry

Stock Pefformance
Dilw Debt to Erit 1yF Condendus
Equilty Value EV/Rev  EV/EBITDA

mRETS 0.71x 13.8% -3% -10% -18%
Arbar Reshy Trust ine ABR NYSE 13.44 1.06x 128% 1885 2,533 503% -10,532 13,065 0.Ex Wi T N1 0%
Ao Commmercial Resl Estate Corporatie ACRE NYSE 5.64 0.55x 17.7% 54.1 105 1E9% -1,507 1,612 37 4% 18 0% A5, S11% A1%
Advanced Flower Capital Ine. ARG NASDAD 821 0.B7x 19.7% 0.5 16E 6T -B 176 33k LT -1% -15% 3%
Apala Commencial Resl Batate Finance,  ARI HYSE BE2 0.65% 13 6% 1406 1,239 I66% -6,729 706D 26 5u LT % 0% S22
Blackstane Martgage Trust, inc. Class £ BXMT NYSE 1788 0.B0x 12.23% 1732 3,007 501% -1B.936 32,033 A6. 7% 18 dx B, JIE -1
Claras Martgage Trust, Inc. CMTG HYSE 3.25 0.22x 26.2% 1387 451 I71% -5,463 5913 26.2% 323y -BEW -40% -72%
Granite Paint Mortgage Trust inc. GPMT HYSE 278 0.21x 108% 50.6 141 1E9% -1,752 1,93 44 4x W 0% -6 5%
KK Real Estate Finance Trust, Ine. ¥REF HYSE 10.03 0.68x 10.0% 9.3 BOE 5E0% -5,924 661D 40.5% 17.3x 1% -14% -18%
Ladder Capital Corp. Class A LADR HYSE 11.06 0.82x BAX 1269 1,404 150% -1,750 4,194 14.0x% R 1% 4% 0%
Chicags Miantic Resl Estste Finance, ln - REFI MASDALD 15.28 1.02x 123% 18.2 278 4% 5B 116 5.6 Wl 1% 2% 5%
Starwaad Prapenty Trust, lne. STWD NYSE 1923 099 100,08 3134 E,024 133% -10.344 15,268 13.1% 14 9% 1% T 13
TPG RE Financs Trust, e, TRTX NYSE B3R 060w 11.5% 78 653 1E1% -2,E32 3 4B5 27 0% TH. A% 1% A5 TEW
Cannabis "Finoos™

Advanosd Flower Capital Ine. AFCG NASDAD B21 0.B7x 19.7% 205 16E BT -B 176 3.3x 1% -15% -31%
Innavative industrial Progerties Ing PR NYSE 7181 106 105% 8.1 2,023 16% -139 2,162 T.ix 8% -43% -14%
M ewilake Capital Partners, Inc. NLCP UsoTC 1646 0.Bax 9.5% 205 337 1% 24 a4 6.2% 6% -12% -1%
Chicaga Mlantic BDC, Inc. S5 NASDAD 1173 0.8Bx B5% 6.2 73 0% 33 40 0.9% 4% -10% 52%
SHF Haldings Inc Class A SHFS  NASDAD 049 0.69x sk 54.6 26 43% -12 iE na 8% 0% -52%
Chicago Miantic Real Estate Financs, In REFI NASDAD 1528 102 123% 182 178 4% -5B 136 5.6x 1% % 55

Source: FactSet, company reports, and Z&A estimates
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Exhibit 8: US MSO Valuation Multiples

NET DEBT RATIOS BRDADER DEFINITION OF NET DEBT

LiS5MA ZBA Spot BV [ Sales IBA Spot BV / EBITDA Net Debt/Sales Nt Dbt/ ERTDWN BOND/ Sales BDND; ERITDA
3-Feb-25 Curnent CY25& CY26& Current CY25& CY26& Current CY25 Current CY25 Current CY25 Curnent CY25
US M50s 14x 1= 049x 6.7x 5ax 4=

Ascend Wellness 10= 10= 10= 54x 50x= 4.6x -0.4x -0.4x -2 4u -2.0% -0.9% -0.9% -51x -4.3x
Ao Wallnes s 13x 12x 11l= 55x 51= 4 8x -0.9% 0.8y -3.7u RER-E -1.1% -1.1x -4.9% -4.Gx
Cannabit Co 049x 049z 049x= 69z 53x 432x -0.6x% -{.6x -4.5% -3.5x -0.8x -0.8x -6.4x -4.9%
Cansartium 11=x na na 38x na na -0.5% na -1.9x% na -0.9x5 na -3.1x na
Cireet oy Lshs 1ihx 13Ex 1ihx 47x 50x= 50x -0.5% -1.5x% -1.8x -1.8x - 8x - 8x =27 -2.8x%
Curalesf 173 16x 15x T5x GA= 58x -0.5% -0.5x% -2 3% -1.9x -0.9x -0.8x -3.8x -3.2x
AFfant Ventunes 149= na na 73ix na na -1.0% na -3.9x% na -1.8x na -6.7x na
Glags House 23x 28x 231= 73x 165 101= -0.1x -0.Ax -0 3% -0.7x -0.2xn -0.3x -0.8x -1.7x
Gald Flara 11= 049x 08x 1249= BA4x 4 8x -0.3x -0.Xx -3.6x -2 4x -0.9% -0.7x -11.0x -1
Gaadness Grawth 21x 21= na =123 5x 8 8x na -0.5x -0.5% 291x -21x -0.9% -0.9% 511=x -3.Tu
Gréen Thumb 16=x 15= 14= 51= 51= 4.4x -01x -0.1x -0.2x -0.2x -01x -01x -0.4x -0.4x
Grawn Rague 31x na na 4.1x na na 02x na 03x na 0.0= na 0.1x na
nthus 13Ex na na 95x na na -1.0u na -7.3x na -1.0% na -7.5% na
Jushi 15x 13x 12x 4x 62x 55x -0.7x% -{.6x -4.0% -2.8un -1.2x5 -1.1x -7.4x -5.2x%
M aribied 049x 08x 07x= 78x 45% 3= -0.dx -0.3x -3.5% -2.0x -0.5x -0.dx -4.5x5 -2 6%
Planet 13 10= 049x 0.7x= 24 2% 102x 57x 0lx 0l= §Tx 16x =0.1x -0.1x -1.5x =06x%
Sehwazre 11= 10x na TAx 3= na -0.9% -[0.8x -6.3x -2.6x -1.1x -1.0% -7.7u -3.2x
Tarrhscend 13 173x 14x 93 Biax 58x -0Ex -GN -31x -2 Bx -1.0x% -1.0% -5.7xn -5Ax
TILT 1= 10x 1= -17 9y H85x 56x -0.6x% -6 94x -40.0x -1.0x% -1.0% 17 3= -85 .6x
Tiruiliese 14x 135= 13Ex 432x 4.0x 34x -0.3x -0.Xx -0.Bx -0.Bx -0.6x -0.6x -1.8x -1.8x
Verana 13Ex 132w 11= 43x 4.0x 37x -0.4x -0.4x -1.4x -13x -0.8x -0.7x -2.5% -2 4u
et 17= 11= 08x 54x 4.0x 33x -0.9% -0.Gx -2.9% -2 -0.9% -0.6x -2.9% -2

I) Current is based an the labest reparted gir annualized [Sales and EBITD); 2] W take Factiel consensus esbimates for C¥25e and C¥26e multiples

Source: FactSet, company reports, and Z&A estimates
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Exhibit 9: Stock Performance

Stock Performance Stock Performance Stock Performance

M Fincos
g oend -13% -60% -T8% furara -18% -37% -13% A&F0G -2% -15% -31%
Ao % -80% -HE% Awant 111% 26% -Td% CHPMOF 0% -43% -18%
Cannabist -5% -70% -87% By 34% 7% 201% PR % -43% -24%
Cansartium -7% -55% -66% Cannara 43% 43% 13% MLCP -1% -13% -2%
Cres ety -1% -40% -62% Canapy -18% -60% -61% SHFS A% 20% -51%
Curabesf -17% -56% -17% Cranas -9% -15% -15% LIEM -4% -10% 52%
4Frant -15% -71% -90% Decibel 11% 1% -45% REFI -1% 1% -5%
GlasiHouse -6% -30% -13% Entourage -13% -41% -51% Tech
Gald Flara 190% -6 -TE% High Tide -15% -9% 40% LFLY -TE% -80% -91%
Virea Growth -5% 19% 18% Niava LR [T KA SBIG 40% -36% -51%
Grown Rogue -131% -11% 65% OGl -10% -16% -21% MAPS -4% 67% 5%
Grean Thumb -15% -33% -50% Rubécan -28% -15% -35% Vape parts
bnthus 3% -29% -75% SNDL -6% -20% 21% GHLN -17% -50% -745%
lushi 1% -28% -64% Tilrary -25% -40% -49% EPR -8% -19% -57%
Maribded -5% -32% -69% VFF -6% -15% -18% SMORF 0% 8% 108%
Planetl3 -5% -35% -56% CBD TLLTF 7% -21% -71%
Schwarre -95% -99% -100% sl 30% -8% 18% Index
StateHouse na na -T4% CWER % -33% -45% E&F 500 2% 5% 228
Tiruilbeve -9% -62% -56% LFID -23% -38% -83% EER 477 EF 2% 11%
Tearrfdcend -15% -48% -T4% Intemational Nasdag (31 I0% 43%
Vet % -17% -59% InterCure 1% -85 18% MEOE ETF -11% -51% -G6%
erana -2% -6d% -81% Pharmalielo 6% 30% 152% YOLO ETF -0k -32% -43%

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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