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Key Highlights: 

• Pullback owing to tenant issues at IIPR is overdone, in 

our view. NLCP manages a better-quality book, and its 

rental rates are lower. The 43c DPS is well covered. 

• The stock is attractively valued trading at a 25% discount 

to par and paying a dividend yield 7.4pt above 10-year 

Treasury bills. 

• Prudent portfolio management. Unlevered B/S at less 

than 2% debt to equity. 

• We attach our updates estimates post 1Q25. 
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Company Update 

We rate NLCP Overweight. Tenant issues at IIPR have unwarrantedly hurt sentiment on NLCP. The 

stock now trades at 25% discount to par and pays almost a 12% dividend yield (well covered, with 

43c DPS at 84% of AFFO per share). Re the two tenant issues, Calypso is now current (it received 

new investments) and in the case of Revolutionary Clinics, we conservatively assume zero rent from 

3Q25 (~1.5c impact to qtr AFFO/share).  

Outlook. 

• Overall, we assume limited growth for FY25. We factor the funding of commitments for 

two Cresco stores in OH ($1.8Mn in total), as well as well as 2.6% annual rent escalators 

across the book. The overall NLCP portfolio ex Rev Clinics carries a 12.7% weighted 

average yield. 

• We no longer factor the deployment of $11Mn of unfunded commitment with C3 in CT, 

as it seems the company may not go ahead with expansion plans (construction costs bids 

came ahead of expectations. 

• We assume income from Rev Clinics for 2Q25 (at half the rental rate, per the ongoing 

agreement with the receiver appointed this past Dec), but we assume zero after that for 

2H25 (this is equivalent to >1.5c to 3Q AFFO per share). If NCLP can rent the property 

again (it has appointed a broker, and should be taking possession of the property late in 

2Q), we will factor the revenue then. 

• We assume Calypso is now back to normal with regular rental payments made, as well as 

security deposits and escrows topped up. Calypso has received new capital and will be 

opening 3 stores. 

• In 1Q25, NLCP paid out 84% of AFFO per share in dividends (43c), consistent with its target 

range of 80% to 90% payout ratio. Even factoring the ~7c per share annual rental lost from 

Rev Clinics (Rev Clinics), NLCP should be able to maintain DPS at 43c (paying 87-88%). 

NLCP estimates four-wall coverage of 4x for its leases (i.e., based on property level cash 

flow, EBITDA plus rent is 4x the rental base). 

• We note all tenants ex Rev Clinics are current. We do not have financials for the private 

companies, but based on public disclosure, we would rank the B/S of the pubcos in the 

NLCP portfolio (again, all current) as follows (taking net debt ex tax debt over latest 

reported qtr sales annualized): Trulieve 14%; Curaleaf 50%; Cresco 55%; Cannabist 70%; 

AYR 79% (we do not include Acreage as it no longer public; it is part of the C-USA). If we 

factor tax debt (plus leases net of right of use assets and contingent considerations), the 

ratios would be: Trulieve 57%; Curaleaf 87%; Cresco 59%; Cannabist 121%; AYR 122%. 

• The stock has been knocked by the fallout from tenant issues at IIPR, but as we have said 

in previous notes, we think the NLCP tenant book is in better shape (other than the Rev 
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Clinics issues, all other rentals are up to date). Also, we believe the tussle between IIPR 

and PharmaCann related in part to rather high rental rates (see our recent report (12/23). 

For context, the 1Q25 dividend payout ratio at IIPR was 98%. 

• While our focus is on the value inherent in NLCP shares (dividend yield; unwarranted 

discount to book), the company also has the potential to grow above the pace of non-MJ 

sale lease back operators (typically 4-5% for the group average) if we can get state level 

unlocks (rec in PA/VA; med in KY/TX?). Also, various operators will need to refinance large 

amounts of debt in 2026-2027, and that may also be a growth opportunity for NLCP. But 

for the time being, in the current environment, management will likely remain cautious. 

About 1Q25 (NLCP reported results before the open on Thu 5/8). Rental income of $12.6Mn was 

in line with recent quarters. Per management, 98% of rental was collected, factoring $490k taken 

from escrow/deposits (these covered the Calypso rental in Jan and part of Feb, while the rest of 

the qtr was paid in full). The 2% gap is explained by Rev Clinics; per an agreement with the receiver, 

the company is paying half rental per month. So, if we do not count the Calypso escrow/deposits, 

94% of rental was collected, but what matters is Calypso is now back to paying full rental, so the 

98% for 2Q25 would be a “clean” number. There were only slight increases in G&A (117.6% of total 

rental income in 1Q25 vs. 15.8% in 4Q24 and 16.9% in 1Q24). AFFO per share of 52c was mostly in 

line with recent quarters (3Q24 51c; 4Q24 52c). NLCP declared a 43c dividend for 1Q25 (in line 

with recent qtrs), which was paid on 4/15/25. It ended 1Q25 with 20.5mn shares. 

About the NLCP property portfolio. At present, the NLCP property book (100% rented) consists of 

34 properties (19 dispensaries and 15 cultivation facilities) in 12 states, with 13 operators (of which 

7 are private). Per management, EBITDA coverage for the cultivation facilities is 3.4x and 8.8x for 

the retail stores (4x four-wall coverage average). The book has 13.2 years remaining lease terms 

on average.  

• Portfolio growth. Total net real estate as of Mar’25 was $383.6Mn vs. $386.7Mn in YE24. 

No building and tenant improvements were funded in 1Q25 ($15Mn in CY24, including 

$1.2Mn in 4Q24). Unfunded commitments at the end of Mar were $11.7Mn, but $11Mn 

of this may not be funded (see C3 comments before). During 2Q25, the company also 

committed another $1.1Mn to Cresco for a 2nd store in OH. 

• Acquisitions: It acquired $285K in a n OH property (Cresco OH store) in 1Q25. For context, 

in CY23, NLCP made $57Mn of acquisitions (Calypso $30Mn; Ayr $29Mn; C3 >$7Mn, and 

other), but this fell to $4Mn in CY24 (it purchased a cultivation facility for C3 Industries in 

CT). 

• Construction in progress at the end of Mar amounted to $2Mn ($1Mn each with C3 in CT 

and Calypso in PA). 

• Portfolio concentration. Five operators (four public) accounted for 64% of total rental 

income in 1Q25 (Curaleaf 23%; Cresco 14%; Trulieve 11%; Cannabist 9%; Calypso 7%). Five 

states accounted for 86% of NLCP’s rental income in 1Q25 (PA 26%; FL 19%; IL 18%; MA 

12%, MO 11%). 

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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• Growth optionality. The pace of recent acquisitions and the unfunded BTI commitment 

balance point to little growth in CY25. Given ongoing industry challenges, management 

will maintain a cautious stance in term of portfolio growth, in our interpretation. 

Management says it is focused on working with quality operators, in license-restricted 

states, and structuring leases with appropriate cash flow coverage. That said, in the event 

of reg unlocks at the state and federal level, NLCP has access to new debt and equity 

capital. NLCP has access to a $50Mn equity facility (ATM), which we believe it would tap 

only in the case of significant state level regulatory unlocks (PA going rec), or major 

changes at the federal level. It also has access to a $90Mn revolving credit facility (only 

$7.6Mn used as of Mar’25), which can be increased to $100Mn under certain conditions) 

at a fixed rate of 5.65% for the first three years (thereafter at Prime plus an applicable 

margin of 1% to 4.75%). 

Rental rates. We believe the tussle between IIPR and PharmaCann related to rather high rental 

rates ($70/sq ft). NLCP rates are well below those levels, so we see no ripple effect. For example, 

we calculate the two deals with C3 (cultivation in CT and MO) equate to $24/sq ft; Mint <$29; 

Cresco >$28. The Curaleaf leases (a 417K sq ft facility in FL plus nine dispensaries across various 

states) average $24 (which means the cultivation lease is below that given typically higher rates 

for stores). Per the 10-K disclosure, for the total portfolio, cultivation leases accounted for 92% of 

total rental income in CY24 (average rate of $28.3/sq ft; 15 properties) with stores accounting for 

the rest ($45.4/sq ft; 17 properties). 

Stock performance and valuation. At $14.44, NLCP trades at a 25% discount to par (BVPS $19.19 

1Q25), and the cash dividend yield is 11.9% (43c x 4), or 7.4pt above 10-year Treasuries. Despite 

the issue with Rev Clinics, we estimate the dividend is well covered (84% of AFFO in 1Q25, and 

~87% factoring zero rent from Rev Clinics). Note also the attractive NLCP spread (rental yield of 

12.7%% vs. debt cost of 5.65%).  

Table 1: MJ Lenders Valuation Comps 

Source: Latest company reports; Z&A calculations 

 

• Performance: The volatility in 10-year Treasuries has certainly impacted sector stocks, 

and NLCP has been dragged down by the fallout from the IIPR tenant issues. Industrial 

REITS in general (see appendix) are down 11% in the last 90d (+11% in the last 30 days), 

with NLCP -12% (+8%) and IIPR -21% (+26%). Mortgage REITS are down 12% in the past 

90 days (+17% in the last 30d), while REFI is -5% (+12%) and AFCG is down 34% (+20%). 
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During the last 90d, the MSOS ETF is down 22% (+19% last 30d) and the S&P500 is down 

3% (+10%). 

• Direct Comps: IIPR, the most direct comp, currently pays a 13% dividend yield (4 x $1.90 

over $55.47) and trades at a 19% discount to par. IIPR is NYSE listed (NLCP trades OTC).  

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

appendix, industrial REITs on average trade at a 47% premium to par (some like EastGroup 

Properties at ~168% premium), with very few exceptions below par (Industrial Logistics 

Properties being one). On average, industrial REITs pay dividend yields of 5.5%. 

Table 2: Stocks mentioned in this report 

Source: Z&A ratings 
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Appendix I: Company Financials 
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Exhibit 1: Financial Highlights 

 
Source: Z&A estimates, company reports  
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Exhibit 2: Balance Sheet 

 
Source: Z&A estimates, company reports  
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Exhibit 3: Income Statement 

 
Source: Z&A estimates, company reports 
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Exhibit 4: Income statement – AFFO Analysis 

 
Source: Z&A estimates, company reports 
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Exhibit 5: Cash Flow 

 
Source: Z&A estimates, company reports 
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Appendix II: Valuation Comps 
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Exhibit 6: MJ Lenders Valuation Comps 

 
 Source: Company reports, and Z&A estimates 
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Exhibit 7: Industrial REITs and Lenders to the Cannabis Industry 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 8: mREITs and Lenders to the Cannabis Industry 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 9: BDCs and Lenders to the Cannabis Industry 

 
Source: FactSet, company reports, and Z&A estimates 
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Exhibit 10: US MSO Valuation Multiples 

 
Source: FactSet, company reports, and Z&A estimates  
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Exhibit 11: 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. 

 

  

http://www.zuanicassociates.com/
mailto:pablo.zuanic@zuanicgroup.com
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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. 

 


