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Key Highlights: 

• Fall in the stock price due to the IIPR/PharmaCann saga 

is overdone, in our view. NLCP now 16% disc to NAV. 

• 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”. 

• We see as much as 30% upside a year from now, with 

the stock back at par and further DPS (120% covered) 

increases. 

• We rate NLCP Overweight. 

• s 
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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 ($70 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: 

• 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.  

• 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.  

• IIPR 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. 

• In addition, rent was abated in full for two cultivation properties in MI 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). 

• As of the 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. 

https://zuanic.worldflowconnect.net/opendirect/afc52581-4b3c-488f-ba38-f0622d20fc80/241209%20NLCP.pdf?token=ce25f876-ae8c-4bc7-997a-f29b0a245f3e&extension=.pdf
https://zuanic.worldflowconnect.net/opendirect/38618d73-4d70-4c40-a2f9-e6089b09479c/241223%20On%20IIPR%20and%20PharmaCann.pdf?token=ddcf9698-77de-428e-96ab-254b949b3cd5&extension=.pdf
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• The agreement described above is subject to PharmaCann being able to refinance its 

existing senior secured credit facility maturing 6/30/25 ($ amount not disclosed). 

• 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. 

• 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, MI, OH, PA) 

are from 2019. 

• 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.  

• In our view, 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. 

• 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. 

• 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 ($48 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).  

• 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. 

• At NLCP, PharmaCann only represents 1% of the net real estate value (leases for three 

stores in MA, OH, and PA). 

• 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. 

• 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 IIPR). 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). 
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• 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%).  

• 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). 

• 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).  

• 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%. 

• 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 

Source: Z&A ratings 
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Appendix I: Company Financials 
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Exhibit 1: Balance Sheet 

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

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

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

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

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

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 7: mREITs and Lenders to the Cannabis Industry 

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

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

 
Source: FactSet  
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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 II 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 @420Odysseus. 
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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. 

 


