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April 25, 2025

Dear Fellow NewLake Capital Shareholders:

As we reflect on 2024, I am proud to report that NewLake Capital Partners once again delivered solid 
financial performance and navigated another year of challenges in the cannabis and REIT industries. Despite 
continued sector volatility, our team stayed focused, and our strategy proved resilient.

We achieved 10% year-over-year growth in Adjusted Funds from Operations ("AFFO") per share—marking 
yet another year of sustained progress since our founding in 2019 and IPO in 2021. We also increased our 
annual dividend to $1.70 per share in 2024, an 8% increase over 2023, underscoring our ongoing 
commitment to delivering shareholder value.

This performance speaks to the strength of our underwriting discipline and the proactive steps we’ve taken to 
manage risk. Even in the face of continued industry headwinds, we grew revenue, AFFO, and our dividend—
all while maintaining one of the lowest leverage profiles in the REIT sector.

Throughout the year, we continued to manage through a challenging environment for our tenant category, 
where Revolutionary Clinics remains the only tenant with payment issues. While no long-term net lease 
portfolio is immune from challenges, the limited nature of these situations—especially in the current 
environment—demonstrates the durability of our portfolio and the soundness of our approach. We remain 
focused on protecting shareholder value and maximizing outcomes through active management and 
disciplined execution.

Looking ahead to 2025, we expect continued uncertainty across the cannabis landscape. However, several 
potential catalysts—most notably the DEA’s pending decision on rescheduling cannabis—could drive 
significant change. Although recent delays have been frustrating, we continue to believe that cannabis will 
ultimately be reclassified from Schedule I to Schedule III. If rescheduling occurs, it would bring meaningful 
benefits to the industry, particularly in terms of tax reform, which would further strengthen tenant credit 
quality.



State-level momentum is also building. Kentucky is preparing to launch its medical cannabis program and 
Pennsylvania Governor Josh Shapiro has again proposed adult-use legalization. Other states are exploring 
some form of legalization, such as Kansas, Wisconsin and South Carolina. These examples reflect a national 
dialogue that increasingly supports regulated cannabis markets, further reinforcing our strategy of investing 
in limited-license states with favorable regulatory environments.

At the federal level, we are closely monitoring the positions of the new administration. While some 
appointees have previously expressed skepticism toward cannabis reform, President Trump has publicly 
supported rescheduling to Schedule III, expanding banking access, and a policy of letting states lead. As the 
administration’s stance becomes clearer, we will continue evaluating its impact on our portfolio and 
opportunities.

We were also pleased to welcome Dina Rollman to our Board of Directors. Dina brings more than a decade 
of leadership in the cannabis industry, including a distinguished tenure at Green Thumb Industries. Her 
expertise in legal and regulatory affairs will be invaluable as we navigate this evolving environment. Dina 
joins as Pete Kadens prepares to retire from the Board in June. We thank Pete for his many contributions 
and unwavering support of NewLake since our inception. He has been invaluable to our success.

In 2024, we also maintained a strong balance sheet, ample liquidity, and continued access to capital. While 
we opted not to pursue a TSX listing after careful consideration of costs and benefits, we remain focused on 
enhancing trading liquidity and will continue to evaluate all options in that regard. We also retain 
meaningful capacity under our share repurchase program and remain ready to act opportunistically to 
create value for shareholders.

In closing, I want to thank our team, Board of Directors, and you, our shareholders, for your continued 
support. I remain confident in our strategy, proud of our resilience, and optimistic about our long-term 
prospects as we continue to build lasting value in this dynamic sector.

Thank you for your continued support.

Sincerely,

Anthony Coniglio
President, Chief Executive Officer and Director
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

We make statements in this Annual Report on Form 10-K that are forward-looking statements within the meaning of  
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as 
amended. In particular, statements pertaining to our capital resources, property performance, leasing rental rates, future 
dividends and results of operations contain forward-looking statements. Likewise, all of our statements regarding 
anticipated growth in our funds from operations, adjusted funds from operations, anticipated market conditions, 
demographics and results of operations are forward-looking statements. You can identify forward-looking statements by 
the use of forward-looking terminology such as “believe,” “continue,” “could,” “expect,” “may,” “will,” “should,” 
“would,” “seek,” “approximately,” “intend,” “plan,” “pro forma,” “estimates,” “forecast,” “project,” or “anticipate” or the 
negative of these words and phrases or similar words or phrases which are predictions of or indicate future events or trends 
and which do not relate solely to historical matters. You can also identify forward-looking statements by discussions of 
strategy, plans or intentions.

Forward-looking statements involve numerous risks and uncertainties, and you should not rely on them as predictions of 
future events. Forward-looking statements depend on assumptions, data or methods which may be incorrect or imprecise 
and we may not be able to realize them. We do not guarantee that the transactions and events described will happen as 
described (or that they will happen at all). The following factors, among others, could cause actual results and future events 
to differ materially from those set forth or contemplated in the forward-looking statements:

• actions and initiatives of the U.S. or state governments and changes to government policies and the execution 
and impact of these actions, initiatives and policies, including the fact that cannabis remains illegal under 
federal law;

• reduced liquidity of our common stock resulting from limited availability of clearing firms that will settle our 
securities and settle our securities in secondary offerings;

• general economic conditions;

• adverse economic or real estate developments, either nationally or in the markets in which our properties are 
located;

• other factors affecting the real estate industry generally;

• increase in interest rates and operating costs;

• the impact of inflation;

• financial market fluctuations;

• the competitive environment in which we operate;

• the estimated growth in and evolving market dynamics of the regulated cannabis market;

• adverse economic effects on the cannabis market; 

• the expected medical-use or adult-use cannabis legalization in certain states;

• shifts in public opinion regarding regulated cannabis;

• the additional risks that may be associated with certain of our tenants cultivating adult-use cannabis in our 
cultivation facilities;

• the risks associated with the development of cultivation centers and dispensaries;

• our ability to successfully identify opportunities in target markets;
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• the lack of tenant security deposits will impact our ability to recover rents should our tenants default under 
their respective lease agreement;

• our status as an emerging growth company and a smaller reporting company;

• our lack of an extensive operating history;

• the concentration of our tenants in certain geographical areas;

• our failure to generate sufficient cash flows to service any outstanding indebtedness;

• rates of defaults on, early terminations of, or non-renewal of leases by tenants, including significant tenants;

• our failure to acquire the properties in our identified pipeline successfully, on the anticipated timeline or at the 
anticipated costs;

• our failure to properly assess employment growth or other trends in target markets and other markets in which 
we seek to invest;

• lack or insufficient amounts of insurance;

• bankruptcy or insolvency of a significant tenant or a substantial number of smaller tenants;

• our access to certain financial resources, including banks and other financial institutions;

• our failure to successfully operate acquired properties;

• our ability to operate successfully as a public company;

• our dependence on key personnel and ability to identify, hire and retain qualified personnel in the future;

• conflicts of interests with our officers and/or directors stemming from their fiduciary duties to other entities, 
including our operating partnership;

• our failure to obtain necessary outside financing on favorable terms or at all;

• general volatility of the market price of our common stock;

• changes in generally accepted accounting principles (“GAAP”);

• environmental uncertainties and risks related to adverse weather conditions and natural disasters;

• our failure to maintain our qualification as a REIT for federal income tax purposes; and

• changes in governmental regulations or interpretations thereof, such as real estate and zoning laws and 
increases in real property tax rates and taxation of REITs.

While forward-looking statements reflect our good faith beliefs, they are not guarantees of future performance. We 
disclaim any obligation to publicly update or revise any forward-looking statement to reflect changes in underlying 
assumptions or factors, of new information, data or methods, future events or other changes after the date of this Annual 
Report on Form 10-K, except as required by applicable law. You should not place undue reliance on any forward-looking 
statements that are based on information currently available to us or the third parties making the forward-looking 
statements. 
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PART I

ITEM 1. BUSINESS

General

NewLake Capital Partners, Inc., (“the “Company” “we,” “our,” “us,”), a Maryland corporation, was formed on April 9, 
2019 under the Maryland General Corporation Law, as GreenAcreage Real Estate Corp. (“GARE”) and subsequently 
changed our name to NewLake Capital Partners, Inc. We are an internally managed real estate investment trust (“REIT”) 
focused on providing real estate capital to state-licensed cannabis operators through sale-leaseback transactions, third-party 
purchases and funding for build-to-suit projects. We elected to be taxed as a REIT beginning with our short taxable year 
ended December 31, 2019 and intend to continue to operate our business so as to continue to qualify as a REIT.  

Our properties are leased to single tenants on a long-term, triple-net basis, which obligates the tenant to be responsible for 
the ongoing expenses of a property, in addition to its rent obligations. Our tenants operate in the fast-growing cannabis 
industry. We supply necessary real estate capital primarily to companies that cultivate, produce and/or dispense cannabis. 
We believe we fill a need in an underserved market that has been created by, among other factors, the misalignment of 
federal and state legislation regarding cannabis. Moreover, we believe the banking industry’s general reluctance to finance 
owners of cannabis-related facilities, coupled with the owners’ need for capital to fund the growth of their operations, 
should result in significant opportunities for us to acquire cultivation properties and dispensaries that provide stable and 
increasing rental revenue along with the potential for long-term appreciation in value. 

As of December 31, 2024, we owned a geographically diversified portfolio consisting of 32 properties across 12 states with 
13 tenants, comprised of 17 dispensaries and 15 cultivation facilities. Our leases include a parent or other affiliate 
guarantee.

Our Investment Strategy

According to BDSA, legal cannabis sales in the U.S. totaled $29.5 billion in 2023. Sales for 2024 are expected to total 
$32.4 billion and reach $46 billion in 2028. As the regulated state-legal cannabis industry continues to expand, we believe 
it presents a compelling opportunity to invest in revenue-centric cultivation and dispensary real estate, which is mission-
critical to the industry. This growth is expected to drive significant demand for real estate capital due to the industry's real 
estate-intensive nature and the limited availability of capital for operators, creating a unique market opportunity for us. 
Furthermore, we anticipate that acquisition opportunities will increase as more states legalize medical-use and adult-use 
cannabis and license new retail dispensaries and cultivation operations.

The federal status of cannabis has significantly limited state-licensed industry participants' access to the U.S. banking 
system and traditional financing sources. Due to this lack of access, our sale-leaseback transactions provide an attractive 
financing solution to state-licensed medical-use and adult-use cannabis retailers and cultivators. While future changes in 
federal and state laws may eventually open up new financing options, we believe these changes will take time, and our 
sale-leaseback solutions will remain appealing to industry participants.

We capitalize on this market opportunity by purchasing medical-use and adult-use retail cannabis dispensaries and 
cultivation facilities in states that permit such activities. We aim to provide long-term, single-tenant, triple-net sale-
leaseback and build-to-suit transactions, including property acquisitions and capital for tenant development and expansion.

Our target markets are states and municipalities where licensed cannabis properties are in high demand and connected to 
the operating license. States with licensing limitations and rigorous requirements present more attractive investment 
opportunities due to better-capitalized operators and more valuable properties for remarketing. Additionally, states with 
relaxed regulatory environments but strict municipal laws may offer similar opportunities.

Since transporting cannabis across state lines remains illegal, each state has its own supply and demand dynamics driven by 
its cannabis laws and regulations. We prioritize states with favorable dynamics for tenant credit risk, focusing on 
population, licensing limits, approved medical conditions, and the number of licenses. Limited-license jurisdictions 
typically have more restrictions, creating a natural barrier to entry and a more favorable operating environment for our 
lessees, reducing their credit risk compared to operators in states with unlimited licenses.
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Our Properties

We believe that our focus on cannabis properties in limited-license jurisdictions, where the property is an integral part of 
the license application process and moving the licensee’s operations from one location to another would require regulatory 
or other approvals, provides the opportunity to capture rental income on properties with above-market property level cash 
flows and greater re-leasing probability as these properties are generally in high demand. Generally, a tenant’s ability to 
meet rental obligations is strongly correlated to the tenant’s revenues derived from the property. In our experience, 
cannabis operations in limited-license jurisdictions generally have less competition and produce a higher revenue per 
square foot than unlimited-license cannabis jurisdictions, as well as traditional industrial and retail businesses. We believe 
that our portfolio has a property rent coverage (generally, the ability of the tenant to generate income sufficient to satisfy its 
rent and other financial obligations) that is significantly greater than the average for the overall commercial real estate 
industry.

The table below summarizes our portfolio by property type for the year ended December 31, 2024: 

Property Type
Number of 
Properties

Rentable Square 
Feet Rental Income(1)

Percentage of Total 
Rental Income

Cultivation 15 1,600,295 $45,226,729  92.1 %
Dispensary 17 85,922 3,899,884  7.9 %

Total 32 1,686,217 $49,126,613  100.0 %

(1) 2024 rental income represents the total rental income, including fees and escrow/security deposits applied and excluding reimbursables of approximately 

$471 thousand, collected during the year ended December 31, 2024.

Competition

The current market for properties that meet our investment objectives is limited. In addition, we believe finding properties 
that are appropriate for the specific use of allowing medical-use and adult-use cannabis operators may be limited as more 
competitors enter the market, and as regulated cannabis operators obtain greater access to alternative financing sources, 
including but not limited to equity and debt financing sources. 

We face significant competition from a diverse mix of market participants, including but not limited to, other companies 
with similar business models, including those companies involved in the sale of certain hemp extract products (including 
delta-8 THC, among others), independent investors, hedge funds and other real estate investors, hard money lenders, and 
cannabis operators themselves, all of whom may compete with us in our efforts to acquire real estate zoned for regulated 
cannabis facilities. In some instances, we will be competing to acquire real estate with persons who have no interest in the 
cannabis industry but have identified value in a real estate location that we may be interested in acquiring. In particular, we 
face competition from established companies in this industry, as well as local real estate investors, particularly for smaller 
retail assets. We have also seen competition from emerging debt funds. We believe that most cannabis cultivation facilities 
typically require capital in excess of $20.0 million, which could provide some barriers for smaller potential competitors.

These competitors may prevent us from acquiring desirable properties, may cause an increase in the price we must pay for 
properties or may lower the yield on the properties we acquire. Our competitors may have greater financial and operational 
resources than we do and may be willing to pay more for certain assets or may be willing to accept more risk than we 
believe can be prudently managed. In particular, larger companies may enjoy significant competitive advantages that result 
from, among other things, a lower cost of capital and enhanced operating efficiencies. Our competitors may also adopt 
transaction structures similar to ours, which would decrease our competitive advantage in offering flexible transaction 
terms.

In addition, due to a number of factors, including but not limited to potential greater clarity of the laws and regulations 
governing regulated cannabis by state and federal governments, the number of entities and the amount of funds competing 
for suitable investment properties may increase substantially, resulting in increased demand and increased prices paid for 
these properties. Furthermore, changes in federal regulations pertaining to cannabis could also lead to increased access to 
U.S. capital markets for our competitors and for regulated cannabis operators (including but not limited to access to Nasdaq 
and/or the New York Stock Exchange). We compete for the acquisition of properties primarily based on their purchase 
price and lease terms. If we pay higher prices for properties or offer lease terms that are less attractive for us, our 
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profitability may decrease, and investors may experience a lower return on our common stock. Increased competition for 
properties may also preclude us from acquiring those properties that would generate attractive returns to us.

Risk Management

We are focused on further creating a diversified portfolio based on tenants, geographical concentration and license 
concentration (i.e., dispensary vs. cultivation). In completing rigorous asset-level and tenant due diligence, we draw upon a 
pool of highly experienced professionals within our management team, investment committee and third parties to 
underwrite, evaluate and diligence investment opportunities. We may obtain third-party property condition reports, 
environmental reviews and other customary diligence items.

Our underwriting criteria primarily focuses on the following; (i) the tenant quality, the property including earnings before 
interest, income taxes, depreciation, amortization, and rent (“EBITDAR”), and track record of paying obligations; (ii) the 
tenant and the guarantor’s financial stability and capacity to meet all their respective obligations, including rent, insurance 
and taxes; and (iii) the tenant’s ability to withstand varying market conditions and adjust to an evolving market landscape.

We are active in the management of our portfolio to minimize risk. We are hands-on and work with our tenants and 
industry participants more broadly, to understand the operating environment and continually reassess the risk profile of our 
investments and our broader strategy. From time to time, we will work with our tenants to identify opportunities to 
reposition assets to optimize long term value for our shareholders. If a tenant default arises, our team will work diligently 
with the tenant to identify a path to cure such default and in some cases may seek to re-tenant the building with a better 
quality tenant.

We evaluate the credit quality of our tenants and any guarantors on an ongoing basis. In addition, we monitor the payment 
history data for all of our tenants and, in some instances, we monitor our tenants by periodically conducting site visits and 
meeting with the tenants to discuss their operations. We generally receive financial information from our tenants and 
review as part of our evaluation. For additional risks associated with our tenants refer to “Risks Related to Our Business” 
under Item 1A, “Risk Factors.”

Our Financing Strategy

We intend to meet our long-term liquidity needs through cash flow from operations, the issuance of equity and debt 
securities, including common stock, preferred stock and long-term notes, credit facilities and asset level financing from 
financial institutions. Where possible, we also may issue limited partnership interests in NLCP Operating Partnership, our 
operating partnership (“OP Units”) to acquire properties from existing owners seeking a tax-deferred transaction. We 
expect to issue equity and debt securities at times when we believe that our stock price or cost of debt capital, respectively, 
is at a level that allows for the reinvestment of offering proceeds in accretive property acquisitions. We may also issue 
common stock to permanently finance properties that were previously financed by debt securities. However, we cannot 
assure you that we will have access to the capital markets at times and on terms that are acceptable to us. Our investment 
guidelines provide that our aggregate borrowings (secured and unsecured) will not exceed 50% of the cost of our tangible 
assets at the time of any new borrowing, subject to our board of directors’ discretion.

United States Federal and State Regulatory Update

As of December 31, 2024, 46 U.S. states have approved a medical or limited medical cannabis program and 24 states have 
legalized cannabis for both medical and adult-use. All considered, 92% of the U.S. population resides in a market where 
some form of medical cannabis is legal.

Despite the legal, regulatory, and political obstacles the cannabis industry currently faces, it has continued to grow. Our 
expectation is that the federal government will eventually repeal the federal prohibition on cannabis and thereby leave the 
states to decide whether to permit regulated cannabis cultivation, production, and sale, just as states are free today to decide 
policies governing the distribution of alcohol or tobacco.

Rescheduling of Cannabis

In connection with President Biden's October 6, 2022 announcement directing the Secretary of Health and Human Services 
(“HHS”)and the Attorney General to conduct a review of how marijuana is scheduled under federal law, in August 2023, 
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the HHS requested the Drug Enforcement Administration (“DEA”) reschedule cannabis from a Schedule I to a Schedule III 
under the Controlled Substances Act (“CSA”).  

On May 21, 2024, the Justice Department published a Notice of Proposed Rulemaking in the Federal Register for the DEA 
to reschedule marijuana from Schedule I of the CSA, a list of completely prohibited drugs, to Schedule III, which includes 
prescription medications such as ketamine, Tylenol with codeine, and anabolic steroids. The proposed rule is based on an 
August 2023 recommendation by the HHS. The comment period concluded on July 22, 2024. After reviewing over 43,000 
comments to the proposed rule, including numerous requests for a hearing, the DEA Administrator granted a hearing and 
appointed an Administrative Law Judge (“ALJ”) to preside over the proceedings. 

The ALJ held a procedural hearing in December 2024 and scheduled oral agruments to commence in January 2025. 
However, the hearing was delayed at least 90 days due to a motion to remove the DEA from the hearings. This motion was 
granted by Chief  DEA Administrative Law Judge John Mulrooney, who cited evidence suggesting that the DEA may have 
violated certain rules within the Administrative Procedures Act. A new hearing date has not been scheduled and is pending 
resolution of the request for the DEA’s removal.

The rescheduling of marijuana would mark a significant milestone, as we believe this reclassification would lift current 
restrictions under IRS Section 280E, which currently prevents cannabis operators from taking certain tax deductions, 
resulting in onerous effective tax rates on state legal cannabis operators. Additionally, rescheduling could facilitate medical 
research and provide much-needed medical trials to document the efficacy of cannabis in treating multiple medical 
conditions.

The rescheduling process may be impacted by political appointees such as the DEA Administrator, Attorney General and 
Secretary of Health and Human Services, While President Trump has voiced his support for cannabis reforms such as 
rescheduling to Schedule III, the Secure and Fair Enforcement (“SAFE”) Banking Act and the States Reform Act (the 
“States Act”), a number of his appointees have expressed a historical perspective that are more conservative perspectives 
regarding these reforms. 

The Secure and Fair Enforcement Act

The SAFE Banking Act aims to provide protections for financial institutions that serve state-sanctioned marijuana 
businesses. The bill would prevent federal banking regulators from penalizing banks and credit unions for providing 
services to cannabis-related businesses. This would include ensuring that proceeds from transactions involving state-
sanctioned marijuana businesses are not considered unlawful. The SAFE Banking Act has been passed by the House of 
Representatives multiple times but has faced challenges in the Senate. In September 2023, the Senate Banking Committee 
passed the Secure and Fair Enforcement Regulation (“SAFER”) Banking Act with bipartisan support, which aims to further 
normalize financial transactions for cannabis businesses. The bill never received a Senate floor vote. However, it is 
expected that the bill will be reintroduced during the current legislative period. If passed, the bill would provide protections 
for financial institutions that serve state-sanctioned marijuana businesses, allowing them to access traditional banking 
services without fear of federal penalties.

 The Marijuana Opportunity Reinvestment and Expungement Act

The Marijuana Opportunity Reinvestment and Expungement (“MORE”) Act seeks to decriminalize marijuana at the federal 
level by removing it from the list of scheduled substances under the Controlled Substances Act. The bill also aims to 
address social justice issues by expunging prior cannabis convictions and providing reinvestment in communities adversely 
impacted by the War on Drugs. Additionally, the MORE Act includes provisions to prohibit the denial of federal benefits 
based on cannabis-related conduct and to support small businesses in the cannabis industry through grants and loans. The 
MORE Act passed the House of Representatives on April 1, 2022. However, it has faced challenges in the Senate and was 
not brought to a vote. The MORE Act was refiled in the House in September 2023, but did not get a floor vote.

Other Regulatory and Legal Developments

Advocates for gun rights have filed numerous lawsuits challenging the federal ban on firearm possession by medical 
marijuana patients, arguing that it infringes on Second Amendment rights. Federal Circuit Courts have differed on the issue 
and appeal to the Supreme Court is possible. Meanwhile, a lawsuit led by David Boies contests federal authority over state-
regulated cannabis markets, asserting states' rights to regulate their own economies without federal oversight. These legal 
challenges underscore the ongoing complexities and uncertainties in the regulatory landscape for the cannabis industry.
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State Laws Applicable to the Medical-use and Adult-use Cannabis Industry

In states that have legalized medical or adult-use cannabis, operators generally need one or more licenses for growing, 
processing, and dispensing cannabis, in accordance with state requirements. State and local governments also impose 
various regulations on these activities. Consequently, laws and regulations vary widely, covering aspects such as permitted 
cannabis products, qualifications of health professionals, medical conditions qualifying for cannabis use, product testing, 
enforcement levels, taxation, local bans, and licensing processes.

If tenants default under their leases, finding new tenants who can legally engage in cannabis cultivation, processing, or 
dispensing may be difficult. There is no guarantee that state laws will not be repealed, amended, or overturned, nor that 
local authorities won't limit the applicability of state laws. Until Congress amends or repeals the CSA with respect to 
cannabis, and the President approves such action, federal authorities may enforce current federal laws. If federal 
enforcement occurs or state laws are repealed or curtailed, our business, operations, financial condition, and prospects 
could be adversely affected.

Financial Services for Cannabis Industry

The federal status of cannabis has significantly limited state-licensed industry participants' ability to fully access the U.S. 
banking system and traditional financing sources. These restrictions, combined with the high costs of maintaining licensed 
and stringently regulated cannabis facilities, substantially increase production costs. While future changes in federal and 
state laws may open up new financing options, our sale-leaseback and other real estate solutions remain attractive capital 
options for regulated state operators. However, some regional banks and credit unions have stepped up to fill this gap, 
offering services such as business checking accounts, cash depository, merchant services, and loans.

In addition, for our tenants that are publicly-traded companies, securities clearing firms may refuse to accept deposits of 
securities of those tenants, which may negatively impact the trading and valuations of such tenants and have a material 
adverse impact on our tenants’ ability to finance their operations and growth through the capital markets.

The increased uncertainty surrounding financial transactions related to cannabis activities may also result in financial 
institutions discontinuing services to the cannabis industry. See “Risk Factors  - Risks Related to Regulation.”

Agricultural Regulation

The medical-use and adult-use cannabis properties that we own that are used primarily for cultivation and production of 
medical-use and adult-use cannabis are subject to the laws, ordinances and regulations of state, local and federal 
governments, including laws, ordinances and regulations involving land use and usage, water rights, treatment methods, 
disturbances, the environment, and eminent domain.

Each governmental jurisdiction has its own distinct laws, ordinances and regulations governing the use of agricultural lands 
and water. Many such laws, ordinances and regulations seek to regulate water usage and water runoff because water can be 
in limited supply, as is the case in certain locations where our properties are located. In addition, runoff from rain or from 
irrigation is governed by laws, ordinances and regulations from state, local and federal governments. Additionally, if any of 
the water used on or running off from our properties flows to any rivers, streams, ponds, the ocean or other waters, there 
may be specific laws, ordinances and regulations governing the amount of pollutants, including sediments, nutrients and 
pesticides, that such water may contain.

We believe that our existing properties have, and other properties that we acquire in the future will have, sources of water, 
including wells and/or surface water that provide sufficient amounts of water necessary for the current operations at each 
location. However, should the need arise for additional water from wells and/or surface water sources, we may be required 
to obtain additional permits or approvals or to make other required notices prior to developing or using such water sources. 
Permits for drilling water wells or withdrawing surface water may be required by federal, state and local governmental 
entities pursuant to laws, ordinances, regulations or other requirements, and such permits may be difficult to obtain due to 
drought, the limited supply of available water within the districts of the states in which our properties are located or other 
reasons.

In addition to the regulation of water usage and water runoff, state, local and federal governments also seek to regulate the 
type, quantity and method of use of chemicals and materials for growing crops, including fertilizers, pesticides and nutrient 
rich materials. Such regulations could include restricting or preventing the use of such chemicals and materials near 
residential housing or near water sources. Further, some regulations have strictly forbidden or significantly limited the use 
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of certain chemicals and materials. Licenses, permits and approvals must be obtained from governmental authorities 
requiring such licenses, permits and approvals before chemicals and materials can be used at grow facilities. Reports on the 
usage of such chemicals and materials must be submitted pursuant to applicable laws, ordinances, and regulations and the 
terms of the specific licenses, permits and approvals. Failure to comply with laws, ordinances and regulations, to obtain 
required licenses, permits and approvals or to comply with the terms of such licenses, permits and approvals could result in 
fines, penalties and/or imprisonment.

Because properties we own may be used for growing medical-use and adult-use cannabis, there may be other additional 
land use and zoning regulations at the state or local level that affect our properties that may not apply to other types of 
agricultural uses. For example, certain states in which our properties are located require stringent security systems in place 
at grow facilities and require stringent procedures for disposal of waste materials.

As an owner of cultivation facilities, we may be liable or responsible for the actions or inactions of our tenants with respect 
to these laws, regulations and ordinances.

Environmental Matters

Our properties and the operations thereon are subject to federal, state and local environmental laws, ordinances and 
regulations, including laws relating to water, air, solid wastes and hazardous substances. Our properties and the operations 
thereon are also subject to federal, state and local laws, ordinances, regulations and requirements related to the federal 
Occupational Safety and Health Act, as well as comparable state statutes relating to the health and safety of our employees 
and others working on our properties. Although we believe that we and our tenants are in material compliance with these 
requirements, there can be no assurance that we will not incur significant costs, civil or criminal penalties or liabilities, 
including those relating to claims for damages to persons, property or the environment resulting from operations at our 
properties. Furthermore, many of our properties have been repurposed for regulated cannabis operations, and historically 
were utilized for other purposes, including heavy industrial uses, which expose us to additional risks associated with 
historical releases of substances at the properties.

Real Estate Industry Regulation

Generally, the ownership and operation of real properties are subject to various laws, ordinances and regulations, including 
regulations relating to zoning, land use, water rights, wastewater, storm water runoff and lien sale rights and procedures. 
These laws, ordinances or regulations, such as the Comprehensive Environmental Response and Compensation Liability 
Act and its state analogs, or any changes to any such laws, ordinances or regulations, could result in or increase the 
potential liability for environmental conditions or circumstances existing, or created by tenants or others, on our properties. 
Laws related to upkeep, safety and taxation requirements may result in significant unanticipated expenditures, loss of our 
properties or other impairments to operations, any of which would adversely affect our cash flows from operating 
activities.

REIT Qualification

We elected to be taxed as a REIT under Section 856 through 860 of the Internal Revenue Code of 1986, as amended (the 
"Code"), commencing with our taxable year ended December 31, 2019. We will generally not be subject to corporate U.S. 
federal income tax to the extent that we make qualifying distributions to stockholders, and provided that we satisfy, on a 
continuing basis, through actual investment and operating results, the REIT requirements including certain asset, income, 
distribution and stock ownership tests. If we fail to qualify as a REIT, and do not qualify for certain statutory relief 
provisions, we will be subject to U.S. federal, state and local income taxes and may be precluded from qualifying as a 
REIT for the subsequent four taxable years following the year in which we lost our REIT qualification. The failure to 
qualify as a REIT could have a material adverse impact on our results of operations and amounts available for distribution 
to stockholders.

Americans with Disabilities Act

Our properties must comply with Title III of the Americans with Disabilities Act (“ADA”) to the extent that such 
properties are “public accommodations” as defined by the ADA. The ADA may require removal of structural barriers to 
access by persons with disabilities in certain public areas of our properties where such removal is readily achievable. We 
believe the existing properties are in substantial compliance with the ADA and that we will not be required to make 
substantial capital expenditures to address the requirements of the ADA. However, noncompliance with the ADA could 
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result in imposition of fines or an award of damages to private litigants. Although our tenants are generally responsible for 
all maintenance and repairs of the property pursuant to our leases, including compliance with the ADA and other similar 
laws or regulations, we could be held liable as the owner of the property for a failure of one of our tenants to comply with 
these laws or regulations.

Available Information

We make available to the public free of charge through our internet website our Definitive Proxy Statement, Annual Report 
on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports filed or 
furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after we electronically 
file such reports with, or furnish such reports to, the Securities and Exchange Commission (“SEC”). Our internet website 
address is www.newlake.com. The SEC also maintains electronic versions of the Company’s reports on its website at 
www.sec.gov. You can also access on our website our Code of Business Conduct and Ethics, Corporate Governance 
Guidelines, Audit Committee Charter, Compensation Committee Charter, and Nominating and Corporate Governance 
Committee Charter. The content of our website is not incorporated by reference into this Annual Report on Form 10-K or 
in any other report or document we file with the SEC, and any references to our website are intended to be inactive textual 
references only.

Human Capital Resources

At December 31, 2024, we had eight employees. Our employees are our most valuable asset and critical to our long-term 
success. We believe we have created an inclusive and engaging work environment, where each person is an integrated 
member of the team. We meet regularly as a full team, and each member is encouraged to actively participate in a wide 
range of topics relating to our company’s business activities.

We have a seasoned team of people with meaningful experience across real estate, cannabis and financial services. We 
believe that attracting, developing and retaining our team is a high priority. To that end, we believe we offer a highly 
competitive compensation (including salary, bonuses and equity) and benefits package for each member of our team, which 
include the following:

• Comprehensive health insurance, including medical, dental and vision, to each employee at no cost to the 
employee;

• At least three weeks of paid time off each year for each employee, which are in addition to Company 
holidays;

• Supplemental paid family medical leave;
• 401(k) plan with a portion matched by the Company;
• Life and Disability insurance;
• Company sponsorship of continuing education courses related to our Company’s business; and
• An employer charitable match program for donations to eligible non-profit 501(c)(3) organizations.

We are also proud to be an equal opportunity workplace and employer. We are committed to the principle of equal 
employment opportunity for all employees and to providing employees with an inclusive work environment free of 
discrimination and harassment. All employment decisions are based on qualifications, merit and business needs, without 
regard to race, color, creed, gender, religion, sex, national origin, ancestry, pregnancy, age, marital status, registered 
domestic partner status, sexual orientation, gender identity, protected medical condition, genetic information, physical or 
mental disability, veteran status, or any other status protected by the laws or regulations in the locations where we operate.

ITEM IA. RISK FACTORS

Summary of Risk Factors

Risks Related to Clearing Firms Settling Transactions of Companies Engaged in the Cannabis Industry

• Risks related to engaging in certain capital raising activities and secondary trading in our common stock
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Risks Related to Our Business

• Risks related to our limited number of tenants, and the inability of any of our tenants to make their lease 
payments 

• Risks related to the limited operating history of our tenants
• Risks related to real estate assets and the real estate industry
• Risks related to the guarantors of our tenant leases being unable to satisfy their obligations
• Risks related to our ability to consummate future acquisitions
• Risks related to the limited number of cannabis-related facilities
• Risks related to the concentration of our properties in states allowing cannabis operations
• Risks related to the demand for properties suitable for cannabis operations
• Risks related to our acquisitions of dispensaries and entrance into leases with licensed operators for these 

properties
• Risks related to the sale or re-leasing of properties suitable for cannabis operations
• Risks related to impairment charges
• Risks related to our tenants’ ability to maintain their licenses for cannabis operations
• Risks related to the acquisition of properties “as-is”
• Risks related to competition for the acquisition of properties
• Risks related to potential liability for environmental matters and climate change
• Risks related to the development and redevelopment of properties we acquire
• Risks related to our tenants’ susceptibility to bankruptcy
• Risks related to Section 280E of the Internal Revenue Code (the “Code”) and its effects on our tenants
• Risks related to liability of uninsured losses
• Risks related to our properties’ access to adequate water and power supplies
• Risks related to obtaining various insurance policies
• Risks related to purchase of properties subject to ground leases
• Risks related to making investments in asset classes outside of our core investment strategy
• Risks related to our status as an emerging growth company and smaller reporting company
• Risks related to the Sarbanes-Oxley Act
• Risks related to assets held at financial institutions

Risks Related to Regulation

• Risks related to enforcement of federal laws regarding cannabis
• Risks related to engaging in operations for the adult-use of cannabis
• Risks related to the potential for new federal, state or local laws
• Risks related to FDA regulation of cannabis
• Risks related to the service of banks and other financial institutions
• Risks related to owners of properties located in close proximity to our properties
• Risks related to changing laws and regulations affecting the regulated cannabis industry
• Risks related to the potential forfeit of assets leased to cannabis businesses
• Risks related to accessing bankruptcy courts
• Risks related to our properties being subject to extensive regulations

Risks Related to Financing Our Business

• Risks related to external sources of capital
• Risks related to significant debt
• Risks related to inflation
• Risks related to interest rate fluctuations
• Risks related to our Revolving Credit Facility

Risks Related to Our Organization and Structure

• Risks related to our senior management
• Risks related to key personnel
• Risks related to certain stockholders’ rights to nominate members of our board
• Risks related to changes to our investment strategies by our board
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• Risks related to certain provisions of Maryland law
• Risks related to our authorized but unissued shares of common and preferred stock
• Risks related to severance agreements
• Risks related to our company structure and structurally subordinated rights of payment
• Risks related to our operating partnership issuing additional OP Units
• Risks related to conflicts of interest between stockholders and holders of OP Units
• Risks related to limitations on rights to take action against our directors and officers
• Risks related to the difficulty of removing directors
• Risks related to ownership limits which may restrict change in control
• Risks related to operating our business to avoid registration as an investment company

Risks Related to Our Securities
• Risks related to the volatility of the market price of our common stock
• Risks related to common stock and preferred stock eligible for future sale on share price
• Risks related to our ability to make distributions and their reflection of our performance
• Risks related to the effect of distributions on the price of our common stock
• Risks related to securities analysts, effect on the price of our common stock

Risks Related to Our Taxation as a REIT

• Risks related to failure to maintain our qualification as a REIT
• Risks related to REIT distribution requirements
• Risks related to Section 280E of the Code and the possible effect on our REIT status
• Risks related to complying with REIT requirements
• Risks related to the tax on prohibited transactions
• Risks related to the ability of our board to revoke our REIT election
• Risks related to our Taxable REIT Subsidiary (“TRS”)
• Risks related to dividends payable by REITs and their tax implications
• Risks related to re-characterization of sale-leaseback transactions
• Risks related to non-U.S. stockholders

• Risks related to legislative, regulatory or administrative changes

General Risk Factors

• Risks related to cyberattacks
• Risks related to events not discussed herein

The following risk factors may adversely affect our overall business, financial condition, results of operations, and cash 
flows; our ability to make distributions to our stockholders; our access to capital; or the market price of our common 
stock, as further described in each risk factor below. In addition to the information set forth herein, one should carefully 
review and consider the information contained in our other reports and filings that we make with the SEC from time to 
time. The risks that we describe in our public filings are not the only risks that we face. Additional risks and uncertainties 
not presently known to us or are out of our control, or that we currently consider immaterial, also may materially 
adversely affect our business, financial condition, and results of operations. Additional information regarding forward-
looking statements is included herein.

Risks Related to Clearing Firms Settling Transactions of Companies Engaged in the Cannabis Industry

Many clearing firms in the United States are prohibited or very limited in their ability to settle securities of companies 
engaged in the cannabis industry, which could adversely impact our ability to raise funds in the capital markets.

In the United States, many clearing firms for broker-dealers are prohibited by their internal policies or otherwise have 
refused to settle sales of securities offerings of companies engaged in the cannabis industry. We lease cultivation properties 
and dispensaries to tenants who operate in the cannabis industry, and thus many clearing firms and other market 
participants consider us to be engaged in the cannabis industry. Therefore, the number of clearing firms that will settle our 
securities offerings, or secondary sales of our common stock, is extremely limited. This means that broker-dealers that we 
may engage to sell our securities, will have few alternatives for clearing firms that will settle such transactions. This 
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limitation is more pronounced for companies, like ours, that have securities that trade on the OTCQX® Best Market rather 
than on a national securities exchange. Therefore, our access to the capital markets may be constrained, including having to 
rely on best efforts securities offerings as opposed to more traditional underwritten securities offerings. Additionally, 
limitations on settling secondary sales of our securities may limit the marketability and daily trading volume of our 
securities. These conditions may adversely impact our ability to raise funds in the capital markets and fully execute our 
business plans as, the amount of proceeds we raise in best efforts securities offerings may be substantially less than the 
amount that we expect. Given the level of regulation and scrutiny of the cannabis industry by stock exchanges and other 
regulators, this condition may continue or become more pronounced in the future.

For additional risks related to the cannabis industry, see “Risks Related to Regulation,” below.

Risks Related to Our Business

We have a very limited number of tenants, and the inability of any single tenant to make its lease payments could 
materially and adversely affect our business (including our financial performance and condition).

We have a very limited number of tenants. As of December 31, 2024, we owned 32 total properties that were leased to a 
total of 13 tenants. Our 13 tenants each represent aggregate annualized rental revenues (represented by annualized 
December monthly base rent of executed leases (including contractual rent from two non-performing tenants since the 
leases had not be modified), which were in effect as of December 31, 2024) for the year ended December 31, 2024 as 
follows: Curaleaf (22.8%); Cresco Labs (12.9%); Trulieve (11.0%); Cannabist (8.2%); C3 Industries (7.5%); Calypso 
(7.1%); Acreage (6.6%); Mint (5.9%); Ayr Wellness (5.8%); Revolutionary Clinics (5.7%); Organic Remedies (4.8%);   
PharmaCann (1.2%); and Greenlight (0.5%). Lease payment defaults by any of our tenants or a significant decline in the 
value of any single property could materially and adversely affect our business (including our financial performance and 
condition). Our lack of tenant diversification also increases the potential that a single underperforming investment or tenant 
could have a material adverse effect on the price we could realize from the sale of our properties. Any adverse change in 
the financial condition of any of our tenants, including but not limited to the state cannabis markets not developing and 
growing in ways that we or our tenants projected, or any adverse change in the political climate regarding cannabis where 
our properties are located, would subject us to a significant risk of loss.

In addition, failure by any of our tenants to comply with the terms of its lease agreement with us could require us to find 
another lessee for the applicable property. We may experience delays in enforcing our rights as landlord and may incur 
substantial costs in protecting our investment and re-leasing that property. Furthermore, we cannot assure you that we will 
be able to re-lease that property for the rent we currently receive, or at all, or that a lease termination would not result in our 
having to sell the property at a loss.

The tenant concentration risk (and related risk of tenant defaults) may be more pronounced in the cannabis industry due to 
the fact that some of our tenants have limited operating histories. See “Factors Impacting Our Operating Results - Financial 
Performance and Conditions of Our Tenants” under Item 7 for a discussion of our recent non-performing tenants. Some of 
our tenants have limited operating histories and may be more susceptible to payment and other lease defaults, which could 
materially and adversely affect our business (including our financial performance and condition).” The result of any of the 
foregoing risks could materially and adversely affect our business (including our financial performance and condition).

Some of our tenants and borrower have limited operating histories and may be more susceptible to payment and other 
lease and loan defaults, which could materially and adversely affect our business (including our financial performance 
and condition).

As of December 31, 2024, our properties were 100% leased to 13 tenants with one loan to one of the Company’s existing 
tenants. Single tenants currently occupy our properties, and we expect that single tenants will occupy our properties that we 
acquire in the future. Therefore, the success of our investments will be materially dependent on the financial stability of 
these tenants. We rely on our management team to perform due diligence investigations of our potential tenants, related 
guarantors and their properties, operations and prospects, of which there is sometimes little or no publicly available 
operating and financial information. We may not learn all of the material information we need to know regarding these 
businesses through our investigations, and these businesses are subject to numerous risks and uncertainties, including but 
not limited to, regulatory risks and the rapidly evolving market dynamics of each state’s regulated cannabis program. As a 
result, it is possible that we could enter into a sale-leaseback arrangement with tenants or otherwise lease properties to 
tenants that ultimately are unable to pay rent to us, which could adversely impact our business (including our financial 
performance and condition).
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Some of our existing tenants are, and we expect that some of our future tenants will be, companies with limited histories of 
operations that are not profitable when they enter triple-net leasing arrangements with us and therefore, may be unable to 
pay rent with funds from operations. Some of our current tenants are not profitable and have experienced losses since 
inception or have been profitable for only a short period of time. As a result, some of our current tenants have made, and 
we expect that some of our future tenants will make, initial rent payments to us from proceeds from the sale of the property, 
in the case of sale-leaseback transactions, or other cash on hand, including cash received from debt financings.

In addition, in general, our tenants are more vulnerable to adverse conditions resulting from federal and state regulations 
affecting their businesses or industries or other changes in the marketplace for their products and have limited access to 
traditional forms of financing. The success of our tenants will heavily depend on the growth and development of the state 
markets in which the tenants operate, many of which have a very limited history or are still in the stages of establishing the 
regulatory framework.

We record revenue for each of our properties on a cash basis due to the uncertainty of collectability of lease payments from 
each tenant due to its limited operating history and the uncertain regulatory environment in the U.S. relating to the cannabis 
industry (for more information, see “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations—Critical Accounting Estimates”).

Some of our tenants are subject to significant debt obligations and may rely on debt financing to make rent payments to us. 
Tenants that are subject to significant debt obligations may be unable to make their rent payments if there are adverse 
changes in their business plans or prospects, the regulatory environment in which they operate or in general economic 
conditions. In addition, the payment of rent and debt service may reduce the working capital available to tenants for the 
start-up phase of their businesses. Furthermore, we may be unable to monitor and evaluate tenant credit quality on an on-
going basis.

Any lease payment defaults by a tenant could adversely affect our cash flows and cause us to reduce the amount of 
distributions to stockholders. In the event of a default by a tenant, we may also experience delays in enforcing our rights as 
landlord and may incur substantial costs in protecting our investment and re-leasing our property as operators of cannabis 
cultivation, production and retail facilities are generally subject to extensive state licensing requirements. Any negotiations 
with tenants who are in default under their lease may prove costly or time-consuming and may divert our management 
team’s attention and resources. Furthermore, we will not operate any of the facilities that we purchase. See “Factors 
Impacting Our Operating Results - Financial Performance and Condition of Our Tenants” under Item 7 for a discussion of 
our recent tenant defaults. 

Our business is subject to risks associated with real estate assets and the real estate industry, which could materially and 
adversely affect our business (including our financial performance and condition).

Our ability to pay expected dividends to our stockholders depends on our ability to generate revenues in excess of 
expenses, scheduled principal payments on debt and capital expenditure requirements. Events and conditions generally 
applicable to owners and operators of real property that are beyond our control may decrease cash available for distribution 
and the value of our properties. These events include many of the risks set forth above under “Risks Related to Our 
Business,” as well as the following:

• oversupply or reduction in demand in our markets;

• adverse changes in financial conditions of buyers, sellers and tenants of properties;

• vacancies or our inability to rent space on favorable terms, including possible market pressures to offer 
tenants rent abatements, tenant improvements, early termination rights or below-market renewal 
options, and the need to periodically repair, renovate and re-let space;

• increased operating costs, including insurance premiums, utilities, real estate taxes and state and local 
taxes;

• civil unrest, acts of war, terrorist attacks and natural disasters, including hurricanes, which may result 
in uninsured or under insured losses;

• decreases in the underlying value of our real estate;
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• changes in submarket demographics; and

• changes in traffic patterns.

The rise in interest rates and historically high inflation negatively impacted economic conditions in 2024. Additionally, 
some markets in which we own properties saw the wholesale pricing for cannabis decrease, which has had an adverse 
impact on some of our tenant’s financial performance and condition. Our business plans for 2025 and beyond depend on 
the general economic conditions. Periods of economic downturn or recession, rising interest rates or declining demand for 
real estate, or the public perception that any of these events may occur, could result in a general decline in rents or an 
increased incidence of defaults under existing leases, which could materially and adversely affect our business (including 
our financial performance and condition).

If the guarantors of our tenant leases and loan are unable to satisfy their obligations to us in connection with a default 
by the tenant or borrower, it could have a material adverse effect on our business (including our financial performance 
and condition).

Currently, all of our leases and our loan include a parent or other affiliate guarantee.  Although we seek to obtain a parent 
or affiliated entity guaranty of the obligations of our tenants or borrower under their agreements, in some cases, the 
guarantor may have no material direct operations as a stand-alone entity. For example, in circumstances where the 
guarantor is a parent holding company, its assets are likely comprised primarily of the equity interests it directly or 
indirectly holds in its subsidiaries, with such subsidiaries directly holding dispensary, or cultivation and production 
operations and related operating assets. As a result, those parent holding company guarantors will be dependent on equity 
and debt financings, loans, and dividends, distributions and other payments from their subsidiaries to generate the funds 
necessary to meet any future financial obligations as guarantor of a lease of its subsidiary. Furthermore, a subsidiary is 
legally distinct from its parent company and other affiliated entities and may be prohibited or restricted from paying 
dividends or distributions, or otherwise making funds available to its parent company under certain conditions. If a parent 
holding company guarantor is unable to obtain funds from its subsidiaries, it may be unable to meet future obligations, if 
any, as a guarantor of leases or loan between its subsidiaries and us. If the guarantors of our tenants’ leases or borrowers’ 
loan are unable to satisfy their obligations to us as guarantors, it could materially and adversely affect our business 
(including our financial performance and condition).

Our growth will depend upon future acquisitions of cannabis-related facilities, and we may be unable to consummate 
acquisitions on advantageous terms or at all.

Our growth strategy is focused on the acquisition of cultivation properties and dispensaries that are leased to tenants that 
are well positioned to benefit from the growth of the cannabis industry and for whom such real estate is operationally 
strategic to their business. Our ability to acquire these real estate assets on favorable terms is subject to the following risks, 
among others:

• significantly increased competition from other potential acquirers or increased availability of 
alternative debt and equity financing sources for tenants may significantly increase the purchase price 
of a desired property and/or negatively impact the lease terms we are able to secure with our tenants;

• we may not successfully purchase and lease our properties to meet our expectations;

• we may be unable to obtain the necessary equity or debt financing to consummate an acquisition on 
satisfactory terms or at all;

• agreements for the acquisition of properties are typically subject to closing conditions, including 
satisfactory completion of due diligence investigations, and we may spend significant time and money 
and divert management attention on potential acquisitions that we do not consummate; and

• we may acquire properties without any recourse, or with only limited recourse, for liabilities, whether 
known or unknown, against the former owners of the properties.

Our failure to consummate acquisitions on advantageous terms without substantial expense or delay would impede 
our growth and negatively affect our business (including our financial performance and condition).
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There may only be a limited number of cannabis-related facilities located in our target jurisdictions operated by suitable 
tenants available for us to acquire, which could materially and adversely affect our growth prospects.

We target primarily cannabis cultivation and dispensary facilities for acquisition and leasing to licensed operators under 
triple-net lease agreements. We also target properties owned by established operators or operators that have been among 
the top candidates in the rigorous state licensing process and have been granted one or more licenses to operate multiple 
facilities. In light of the current regulatory landscape regarding cannabis, including but not limited to, the rigorous state 
licensing processes, limits on the number of licenses granted in certain states and in counties within such states, zoning 
regulations related to cannabis facilities, the inability of potential tenants to open bank accounts necessary to pay rent and 
other expenses and the ever- changing federal and state regulatory landscape, we may have only a limited number of 
cannabis facilities available to purchase that are operated by licensees that we believe would be suitable tenants. These 
tenants may also have increased access to alternative equity and debt financing sources over time, which may limit our 
ability to negotiate leasing arrangements that meet our investment criteria. Our inability to locate suitable investment 
properties and tenants would have a material adverse effect on our growth prospects.

Our properties are, and are expected to continue to be, geographically concentrated in states that permit cannabis 
cultivation and dispensing, and we will be subject to social, political and economic risks of doing business in these 
states.

As of December 31, 2024, we owned 32 properties in 12 states, and we expect that the properties that we acquire in the 
future will be geographically concentrated in these states and other states that have established cannabis use programs. We 
focus on states and municipalities where licensed cannabis properties are in high demand and connected to the operating 
license. Circumstances and developments related to operations in these markets that could materially negatively affect our 
business (including our financial performance and condition) include, but are not limited to, the following factors:

• the state cannabis market fails to develop and grow in ways that we or our tenants projected;

• the responsibility of complying with multiple and, in some respects, conflicting state and federal laws 
in the U.S., including with respect to cultivation and distribution of cannabis, licensing, banking and 
insurance;

• access to capital may be more restricted, or unavailable on favorable terms or at all in certain locations;

• difficulties and costs of staffing and managing operations;

• unexpected changes in regulatory requirements and other laws;

• the impact of national, regional or state specific business cycles and economic instability; and

• potentially adverse tax consequences.

Our real estate investments are concentrated in cultivation properties suitable for the cultivation and production of 
cannabis and retail properties suitable for the dispensing of cannabis, and a decrease in demand for such facilities 
could materially and adversely affect our business (including our financial performance and condition). These 
properties may be difficult to sell or re-lease upon tenant defaults or lease terminations, either of which could materially 
and adversely affect our business (including our financial performance and condition).

Our portfolio of properties is concentrated in cultivation and dispensary properties used in the regulated cannabis industry. 
Further, we do not currently and do not expect in the future to invest in non-cannabis related real estate or businesses to 
hedge against the risk that cannabis industry trends might decrease the profitability of our facilities. Therefore, we are 
subject to risks inherent in investments in a single industry. A decrease in the demand for cannabis cultivation, processing 
and dispensary facilities would have a greater adverse effect on our rental revenues than if we owned a more diversified 
real estate portfolio. Demand for cannabis cultivation, processing and dispensary facilities has been and could be adversely 
affected by changes in state or local laws or any change in the federal government’s current enforcement posture with 
respect to state-licensed cannabis operations, among others including but not limited to, changes to local zoning and other 
laws that no longer allow a facility to be utilized for regulated cannabis activities. Additionally, we have funded build-to-
suit projects that are specific to our cultivation facilities which may affect the future demand from non-cannabis industry 
tenants seeking these properties for an alternative use. To the extent that any of these conditions occur, they are likely to 
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affect demand and market rents for cannabis cultivation, processing and dispensary facilities, which could materially and 
adversely affect our business (including our financial performance and condition).

We expect that at times we will deem it appropriate or desirable to sell or otherwise dispose of certain properties we own. 
The types of properties that we own are relatively illiquid compared to other types of real estate assets. This illiquidity 
could limit our ability to quickly dispose of properties in response to changes in regulatory, economic or other conditions. 
Therefore, our ability at any time to sell assets may be restricted and this lack of liquidity may limit our ability to make 
changes to our portfolio promptly, which could materially and adversely affect our business (including our financial 
performance and condition). We cannot predict the various market conditions affecting the properties that we expect to 
acquire that will exist in the future. Due to the uncertainty of regulatory and market conditions which may affect the future 
disposition of the real estate assets we expect to acquire, we cannot assure you that we will be able to sell these assets at a 
profit in the future, or at all. Accordingly, the extent to which we will realize potential appreciation (or depreciation) on the 
real estate investments we have acquired and expect to acquire will depend upon regulatory and other market conditions. In 
addition, in order to maintain our REIT status, we may not be able to sell properties when we would otherwise choose to do 
so, due to market conditions or changes in our strategic plan. Furthermore, we may be required to make expenditures to 
correct defects or to make improvements before a property can be sold and we cannot assure you that we will have funds 
available to correct such defects or to make such improvements. For our properties, if the current lease is terminated or not 
renewed, we may be required to make expenditures and rent concessions in order to lease the property to another tenant.

In addition, if we are forced to sell or re-lease the property, we may have difficulty finding qualified purchasers who are 
willing to buy the property or tenants who are willing to lease the property on terms that we expect, or at all. As our tenants 
and properties are concentrated in the regulated cannabis industry, a shift in property preferences by regulated cannabis 
operators, including but not limited to changing preferences regarding location and types of improvements, could have a 
significant negative impact on the desirability of our properties to prospective tenants when we need to re-lease them, in 
addition to other challenges, such as obtaining the necessary state and local authorizations for a new tenant to commence 
operations at the property. These and other limitations may affect our ability to sell or re-lease properties, which may 
materially and adversely affect our business (including our financial performance and condition).

The assets we acquire may be subject to impairment charges.

We periodically evaluate the real estate investments we acquire and other assets for impairment indicators. The judgment 
regarding the existence of impairment indicators is based upon factors such as market conditions, tenant performance and 
legal structure. For example, the termination of a lease by a tenant may lead to an impairment charge (particularly in the 
context of properties that have only a single tenant). If we determine that an impairment has occurred, we would be 
required to make an adjustment to the net carrying value of the asset which could have an adverse effect on our results of 
operations in the period in which the impairment charge is recorded.

We have acquired and may continue to acquire dispensaries and enter into leases with licensed operators for those 
properties, which present additional risks and challenges in comparison to properties for the cultivation and production 
cannabis.

We have acquired and may continue to acquire cannabis dispensaries and enter into leases with licensed operators for those 
locations. As of December 31, 2024, 17 of our 32 owned properties were cannabis dispensaries. Cannabis dispensaries 
entail some risks that are different from risks associated with regulated cannabis cultivation and processing facilities, 
including but not limited to:

• the impact of the continued evolution of the retail distribution model for cannabis and customer 
preferences, including the impact of e-commerce and home delivery on demand for cannabis retail 
space;

• the handling of significant cash transactions and cannabis inventory at the property, which may 
increase security risks associated with dispensary operations;

• local real estate conditions (such as an oversupply of, or a reduction in demand for, cannabis retail 
space);

• our and our tenants’ ability to procure and maintain appropriate levels of property and casualty 
insurance; and
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• risks associated with data breaches through cyberattacks, cyber intrusions or otherwise that expose 
customer personal information at dispensaries, which may result in liability and reputational damage to 
our tenants and our company.

The realization of any of the risks above, among others, with respect to one or more of our properties or tenants could have 
a material adverse impact on our business (including our financial performance and condition).

Our tenants or borrower may be unable to renew or otherwise maintain their licenses or other requisite authorizations 
for their cannabis operations, which may result in such tenants or borrower not being able to operate their businesses 
and defaulting on their lease payments to us.

As of December 31, 2024, our properties were 100% leased and primarily located in limited-license jurisdictions. We rely 
on our tenants or borrower to renew or otherwise maintain the requisite state and local cannabis licenses and other 
authorizations on a continuous basis. If one or more of our tenants or borrower are unable to renew or otherwise maintain 
its licenses or other state and local authorizations necessary to continue its cannabis operations, such tenants or borrower 
may default on their lease payments to us.

Any such noncompliance by our tenants of state and local laws, rules and regulations may also subject us, as the owner of 
such properties, to potential penalties, fines or other liabilities.

Any lease payment defaults by a tenant or additional liability on us could materially and adversely affect our business 
(including our financial performance and condition). In the event of a default by a tenant, we may also experience delays in 
enforcing our rights as landlord and may incur substantial costs in protecting our investment and re-leasing our property as 
operators of cannabis cultivation, production and dispensaries are generally subject to extensive state licensing 
requirements, including required state and local authorizations for a new tenant to take over operations at a facility.

Additionally, in states that evolve from medical-only to adult use, some municipalities that previously only allowed 
medical cannabis dispensaries may impose restrictions or moratoriums on adult use dispensaries. These limitations could 
have an adverse impact on our tenants and we may need to work with our tenants to relocate their dispensary licenses to a 
location without such restrictions. 

We acquired some of our properties, and expect to acquire other properties, “as-is” or otherwise with limited recourse to 
the prior owner, which significantly increases the risk of an investment.

We acquired some of our properties, and expect to acquire other real estate properties, “as is” or otherwise with limited 
recourse to the prior owner and with only limited representations and warranties from such prior owner regarding matters 
affecting the condition, use and ownership of the property. There may also be environmental or other conditions associated 
with properties we acquire of which we are unaware despite our diligence efforts or that we have identified during 
diligence, including with respect to historical heavy industrial uses of the properties. In particular, cannabis facilities may 
present environmental concerns of which we are not currently aware. See “Risk Factors—Risks Related to Our Business—
Potential liability for environmental matters could adversely affect our business (including our financial performance and 
condition)” below. If environmental contamination exists on properties we acquire or develops after acquisition, we could 
become subject to liability for the contamination. If defects in the property (including any building on the property) or 
other matters adversely affecting the property are discovered or otherwise subject us to unknown claims or liabilities, we 
may not be able to pursue a claim for any or all damages against the property seller. Such a situation could materially harm 
our business (including our financial performance and condition).

We did not obtain a title insurance policy in connection with the acquisition of the cultivation property in Sterling, MA.

We did not obtain a title insurance policy in connection with the acquisition of the cultivation property in Sterling, MA. If 
there were a material title defect related to this property, we could lose some or all of our capital invested in and our 
anticipated profits from this property.
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Competition for the acquisition of properties suitable for the cultivation, production or retail sale of cannabis and 
alternative financing sources for licensed operators may impede our ability to make acquisitions or increase the cost of 
these acquisitions, which could materially and adversely affect our growth prospects.

We face significant competition from a diverse mix of market participants, including but not limited to, other companies 
with similar business models, independent investors, hedge funds and other real estate investors, hard money lenders, and 
cannabis operators themselves, including those companies involved in the sale of certain hemp extract products (including 
delta-8 THC, among others), all of whom may compete with us in our efforts to acquire real estate zoned for regulated 
cannabis facilities. In some instances, we will be competing to acquire real estate with persons who have no interest in the 
cannabis industry, but have identified value in a real estate location that we may be interested in acquiring. In particular, we 
face competition from established companies in this industry, including Innovative Industrial Properties, Inc. (the largest 
publicly-traded cannabis-focused REIT) as well as local real estate investors, particularly for smaller retail assets. Recently, 
we have also seen competition from emerging debt funds and business development companies.

These competitors may prevent us from acquiring desirable properties or may cause an increase in the price we must pay 
for properties. Our competitors may have greater financial and operational resources than we do and may be willing to pay 
more for certain assets or may be willing to accept more risk than we believe can be prudently managed. In particular, 
larger companies may enjoy significant competitive advantages that result from, among other things, a lower cost of capital 
and enhanced operating efficiencies. Our competitors may also adopt transaction structures similar to ours, which would 
decrease our competitive advantage in offering flexible transaction terms. In addition, due to a number of factors, including 
but not limited to potential greater clarity of the laws and regulations governing regulated cannabis by state and federal 
governments, the number of entities and the amount of funds competing for suitable investment properties may increase 
substantially, resulting in increased demand and increased prices paid for these properties.

Furthermore, changes in federal regulations pertaining to cannabis could also lead to increased access to U.S. capital 
markets for our competitors and for regulated cannabis operators (including but not limited to access to the Nasdaq Stock 
Market and/or the New York Stock Exchange). We compete for the acquisition of properties primarily based on their 
purchase price and lease terms. If we pay higher prices for properties or offer lease terms that are less attractive for us, our 
profitability may decrease, and you may experience a lower return on our common stock. In addition, we may have 
competition from companies who sell products containing hemp-derived cannabinoids, including CBD and certain forms of 
THC (including but not limited to delta-8 THC and THCO). Pursuant to The Agricultural Act of 2014, Pub. L. 115-334 
(the “Farm Bill”), hemp and hemp extracts, including CBD, are no longer defined as marijuana nor classified as a 
controlled substance. The Farm Bill was extended to December 2025, and efforts to restrict hemp derived THC products 
will likely resurface during the upcoming reauthorization of the Farm Bill. The timing and terms of a new farm bill are 
uncertain and increased use of products containing hemp and hemp extracts may compete with the cannabis market and 
thus could impact the success of our tenants, which would adversely impact our business (including our financial 
performance and condition).

Increased competition for properties may also preclude us from acquiring those properties that would generate attractive 
returns to us. By way of example, Congress has introduced several proposed bills focused on the regulated cannabis 
industry, including the MORE Act, the States Act and the Secure and Fair Enforcement Regulation (SAFER) Banking Act 
(the “SAFER Banking Act”). If it became law, the MORE Act, which was passed by the U.S. House of Representatives in 
December 2020 and for the second time on April 1, 2022, would, among other things, remove cannabis as a Schedule I 
controlled substance under the Controlled Substances Act (“CSA”) and make available U.S. Small Business 
Administration funding for regulated cannabis operators. In November 2021, the States Act was introduced, which would, 
among other things, remove cannabis as a Schedule I controlled substance under the CSA, provide deference to states to 
determine their own cannabis policies, transfer regulatory responsibility of cannabis to the U.S. Department of Agriculture, 
the FDA and certain other federal regulatory agencies, and establish a lower federal excise tax on cannabis products than 
other current proposals. If it became law, the SAFER Banking Act would, among other things, provide protection from 
federal prosecution to banks and other financial institutions that provide financial services to state-licensed, compliant 
cannabis operators, which may include the provision of loans by financial institutions to such operators. In September 
2023, the Committee on Banking, Housing, and Urban Affairs of the U.S. Senate passed a legislative markup of the SAFE 
Banking Act, now titled the “SAFER Banking Act,” out of the committee. In December 2023, the States Act was 
reintroduced for the second time in the U.S. House of Representatives. If any of the proposed bills in Congress became 
law, there would be further increased competition for the acquisition of properties that can be leased to licensed cannabis 
operators, and such operators would have greater access to alternative financing sources with lower costs of capital. These 
factors may reduce the number of operators that wish to enter into lease transactions with us or renew leases with us, or 
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may result in us having to enter into leases on less favorable terms with tenants, each of which may significantly adversely 
impact our profitability and ability to generate cash flow and make distributions to our stockholders.

Potential liability for environmental matters could adversely affect our business (including our financial performance 
and condition).

As an owner of real estate, we are subject to the risk of liabilities under federal, state and local environmental laws. Some 
of these laws could subject us to:

• responsibility and liability for the cost of removal or remediation of hazardous substances released on 
our properties, generally without regard to our knowledge of or responsibility for the presence of the 
contaminants;

• liability for the costs of removal or remediation of hazardous substances at disposal facilities for 
persons who arrange for the disposal or treatment of these substances; or

• potential liability for claims by third parties for damages resulting from environmental contaminants.

We will generally include provisions in our leases making tenants responsible for all environmental liabilities and for 
compliance with environmental regulations, and we will seek to require tenants to reimburse us for damages or costs for 
which we have been found liable. However, these provisions will not eliminate our statutory liability or preclude third party 
claims against us. Even if we were to have a legal claim against a tenant to enable us to recover any amounts we are 
required to pay, there are no assurances that we would be able to collect any money from the tenant. Our costs of 
investigation, remediation or removal of hazardous substances may be substantial. In addition, the presence of hazardous 
substances on one of our properties, or the failure to properly remediate a contaminated property, could adversely affect our 
ability to sell or lease the property or to borrow using the property as collateral. Additionally, we could become subject to 
new, stricter environmental regulations, which could diminish the utility of our properties and have a material adverse 
impact on our results of operations and our ability to make distributions to our stockholders.

Although it is our policy to require an acceptable Phase I environmental site assessment for all real property in which we 
invest prior to our investment, such surveys are limited in scope. As a result, there can be no assurance that a Phase I 
environmental site assessment will uncover any or all hazardous or toxic substances on a property prior to our investment 
in that property. We cannot assure you:

• that there are no existing liabilities related to our properties of which we are not aware;

• that future laws, ordinances or regulations will not impose material environmental liability; or

• that the current environmental condition of any of our properties or dispensaries will not be affected by 
the condition of properties in the vicinity of the properties or dispensaries (such as the presence of 
leaking underground storage tanks) or by a tenant or third parties unrelated to us.

We face possible risks associated with the physical effects of climate change.

The physical effects of climate change could have a material adverse effect on our business (including our financial 
performance and condition). To the extent climate change causes changes in weather patterns, our markets could 
experience increases in storm intensity. These conditions could result in physical damage to our properties or declining 
demand for space in our buildings or the inability of us to operate the buildings at all in the areas affected by these 
conditions. Climate change also may have indirect effects on our business by increasing the cost of (or making unavailable) 
property insurance on terms we find acceptable, increasing the cost of energy and increasing the cost of snow removal or 
related costs at our properties. Legislation to address climate change could increase utility and other costs of operating our 
properties which, if not offset by rising rental income, would reduce our net income. Should the impact of climate change 
in target markets be material in nature, our properties, operations or business would be adversely affected.
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We face significant risks associated with the development and redevelopment of properties that we own.

In many instances, we fund build-to-suit projects for our cultivation centers and dispensaries. Development and 
redevelopment activities that we fund entail risks that could adversely impact our business (including our financial 
performance and condition), including:

• construction costs, which may exceed our or our tenants’ original estimates due to increases in 
materials, labor or other costs, which could make the project less profitable for our tenant, require us or 
our tenant to commit additional funds to complete the project and adversely impact our tenant’s 
business and prospects as a result;

• permitting or construction delays, which may result in increased project costs, as well as deferred 
revenue and delayed commencement of operations by our tenant;

• unavailability of raw materials when needed, which may result in project delays, stoppages or 
interruptions, which could make the project less profitable;

• claims for warranty, product liability and construction defects after a property has been built;

• health and safety incidents and site accidents;

• poor performance or nonperformance by, or disputes with, any of our contractors, subcontractors or 
other third parties on whom we rely;

• unforeseen engineering, environmental or geological problems, which may result in delays or increased 
costs;

• labor stoppages, slowdowns or interruptions;

• liabilities, expenses or project delays, stoppages or interruptions as a result of challenges by third 
parties in legal proceedings; and

• weather-related and geological interference, including hurricanes, landslides, earthquakes, floods, 
drought, wildfires and other events, which may result in delays or increased costs.

The realization of any of the risks above or other delays in development and redevelopment activities at a property may 
also materially and adversely impact our tenant’s ability to commence, continue or expand its operations, which may result 
in that tenant defaulting on its rent obligations to us.

Some of our tenants could be susceptible to bankruptcy, which would affect our ability to generate rents from them and 
therefore negatively affect our business (including our financial performance and condition).

In addition to the risk of tenants being unable to make regular rent payments, certain of our tenants may depend on debt, 
which could make them especially susceptible to bankruptcy in the event that their cash flows are insufficient to satisfy 
their debt. Because cannabis remains illegal under federal law, there is no assurance that federal bankruptcy courts will 
provide relief for parties who engage in cannabis-related businesses. Historically, bankruptcy court rulings have denied 
bankruptcy relief for certain cannabis businesses on the basis that businesses cannot violate federal law and then claim the 
benefits of federal bankruptcy for such activity and on the basis that courts cannot ask a bankruptcy trustee to take 
possession of, and distribute cannabis assets, as such action would violate the CSA. Any inability of our tenants to seek 
bankruptcy protection may impact their ability to secure financing for their operations and prevent our tenants from 
utilizing the benefits of reorganization of their businesses under bankruptcy protection to operate in a financially 
sustainable way, thereby reducing the probability that such a tenant would be able to honor its lease obligations with us.

Generally, under bankruptcy law, a tenant who is the subject of bankruptcy proceedings may continue (“assume”) or give 
up (“reject”) any unexpired lease of non-residential real property. If a bankrupt tenant decides to give up (reject) a lease, 
any claim for breach of the lease is treated as a general unsecured claim in the tenant’s bankruptcy case, subject to certain 
exceptions for collateral and guarantees. In the event one of our tenants is permitted to seek bankruptcy protection in the 
U.S., our general unsecured claim would likely be capped at the amount the tenant owed us for unpaid rent prior to the 
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bankruptcy unrelated to the termination, plus the greater of one year of lease payments or 15% of the lease payments 
payable under the remaining term of the lease, but in no case more than three years of lease payments. In addition to the 
cap on our damages for breach of the lease, even if our claim is timely submitted to the bankruptcy court, there is no 
guaranty that the tenant’s bankruptcy estate would have sufficient funds to satisfy the claims of general unsecured 
creditors. Finally, a bankruptcy court could re-characterize a net lease transaction as a disguised secured lending 
transaction. If that were to occur, we would not be treated as the owner of the property, but might have additional rights as 
a secured creditor. This would mean our claim in bankruptcy court could be limited to the amount we paid for the property, 
which could adversely impact our business (including our financial performance and condition). Any bankruptcy, if 
allowed, of one of our tenants would result in a loss of lease payments to us, as well as an increase in our costs to carry the 
property.

Our tenants may be subject to Section 280E of the Code because of the nature of their business activities, which could 
have an adverse impact on their financial condition due to a disallowance of certain tax deductions.

Section 280E of the Code provides that, with respect to any taxpayer, no deduction or credit is allowed for expenses 
incurred during a taxable year “in carrying on any trade or business if such trade or business (or the activities which 
comprise such trade or business) consists of trafficking in controlled substances (within the meaning of Schedule I and II of 
the CSA) which is prohibited by federal law or the law of any state in which such trade or business is conducted.” Because 
cannabis is currently a Schedule I controlled substance under the CSA, Section 280E of the Code by its terms applies to the 
purchase and sale of cannabis products. Our tenants are engaged in the cultivation, processing and sale of cannabis and 
cannabis-related products, and therefore may be subject to Section 280E of the Code unless and until cannabis is 
rescheduled to Schedule III. Application of the provisions of Section 280E of the Code to our tenants would result in the 
disallowance of certain tax deductions, including for depreciation or interest expense, which could have an adverse impact 
on their respective financial condition and ability to make lease payments to us. Any lease payment defaults by a tenant 
could adversely affect our business (including our financial performance and condition).

There are significant tax risks related to controlled substances.

The MORE Act of 2022 (H.R. 3617) passed the U.S. House of Representatives by a 220-204 vote on April 1, 2022 but was 
not enacted into law. The MORE Act would impose an excise tax on the sale or other disposition of cannabis products. 
Initially, the excise tax rate would be set at the rate of five percent of the product’s sale price for the first two years after the 
law went into effect. After that, the excise tax rate would increase by one percentage point annually until it increased to 
eight percent in the fifth year after the law went into effect. The MORE Act would also remove marijuana from the CSA so 
that state-legal cannabis businesses would no longer be subject to Section 280E of the Code. It is unclear whether the 
MORE Act will be reintroduced. If reintroduced and enacted into law, it is unclear what specific provisions it would 
contain and whether this legislation would negatively impact our tenants resulting in lease payment defaults.

Liability for uninsured losses could materially and adversely affect our business (including our financial performance 
and condition).

While the terms of our leases with our tenants generally require property and casualty insurance, losses from disaster-type 
occurrences, such as earthquakes, hurricanes, floods and weather-related disasters, and other types of insurance, such as 
landlord’s rental loss insurance, may be either uninsurable or not insurable on economically viable terms, due in part to our 
properties’ locations, construction types and concentration on the regulated cannabis industry. Should an uninsured loss 
occur, we could lose our capital investment or anticipated profits and cash flows from one or more properties, which could 
materially and adversely affect our business (including our financial performance and condition).

If our properties’ access to adequate water and power supplies is interrupted, it could harm our ability to lease the 
properties for cannabis cultivation and production, thereby adversely affecting our ability to generate returns on our 
properties.

In order to lease some of the properties that we own, these properties require access to sufficient water and power to make 
them suitable for the cultivation and production of cannabis. Although we expect to acquire properties with sufficient 
access to water, should the need arise for additional wells from which to obtain water, we would be required to obtain 
permits prior to drilling such wells. Permits for drilling water wells are required by state and county regulations, and such 
permits may be difficult to obtain due to the limited supply of water in areas where we acquire properties. Similarly, our 
properties may be subject to governmental regulations relating to the quality and disposition of rainwater runoff or other 
water to be used for irrigation. In such case, we could incur costs necessary in order to retain this water. If we are unable to 
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obtain or maintain sufficient water supply for our properties, our ability to lease them for the cultivation and production of 
cannabis would be seriously impaired, which would have a material adverse impact on the value of our assets and our 
business (including our financial performance and condition).

Indoor cultivation of cannabis requires significant power for growing lights, ventilation and air conditioning to remove the 
hot air generated by the growing lights. While outdoor cultivation is gaining acceptance in many states with favorable 
climates for such growth, we expect that most of our properties will continue to utilize indoor cultivation methods. Any 
extended interruption of the power supply to our properties, particularly those using indoor cultivation methods, would 
likely harm our tenants’ crops and processing capabilities, which could result in their inability to make lease payments to us 
for our properties. Any lease payment defaults by a tenant could materially and adversely affect our business (including our 
financial performance and condition).

Due to our involvement in the regulated cannabis industry, we may have a difficult time obtaining the various insurance 
policies that are desired to operate our business, which may expose us to additional risks and financial liabilities.

Insurance that is otherwise readily available, such as workers’ compensation, general liability and directors’ and officers’ 
insurance, is more difficult for us to find and more expensive, because we lease our properties to companies in the 
regulated cannabis industry. There are no guarantees that we will be able to find such insurance in the future, or that the 
cost will be affordable to us. If we are forced to go without such insurance or with less insurance than we would prefer, it 
may prevent us from entering into certain business sectors, may inhibit our growth, and may expose us to additional risk 
and financial liabilities.

We may purchase properties subject to ground leases that expose us to the loss of such properties upon breach or 
termination of the ground leases.

A ground lease agreement permits a tenant to develop and/or operate a land parcel (property) during the lease period, after 
which the land parcel and all improvements revert back to the property owner. Under a ground lease, property 
improvements are owned by the property owner unless an exception is created and all relevant taxes incurred during the 
lease period are paid for by the tenant. Ground leases typically have a long duration generally ranging from 50 to 99 years 
with additional extension options. As a lessee under a ground lease, we would be exposed to the possibility of losing the 
property upon termination, or an earlier breach by us, of the ground lease, which could have a material adverse effect on 
our business (including our financial performance and condition).

We may make investments in asset classes outside of our core investment strategy which may be perceived as 
complicating our strategy relative to our peers.

We may need to expand beyond our current asset class mix to grow our portfolio. We may, to the extent that market 
conditions warrant, seek to grow our business by pursuing new investment strategies (including investment opportunities in 
new asset classes), developing new types of investment structures and products, and expanding into new geographic 
markets and businesses. Investing in new asset classes could increase the complexities involved in managing such assets. 
Making investments in assets classes outside of our core investment strategy may also be perceived as complicating our 
strategy relative to our peers.

Entry into new asset classes may subject us to new laws and regulations with which we are not familiar and may lead to 
increased litigation and regulatory risk and costs.

We are an “emerging growth company,” and a “smaller reporting company” and we cannot be certain if the reduced 
disclosure requirements applicable to emerging growth companies and smaller reporting companies will make shares of 
our common stock less attractive to investors.

We are an “emerging growth company” under the JOBS Act. The JOBS Act contains provisions that, among other things, 
relax certain reporting requirements for emerging growth companies, including certain requirements relating to accounting 
standards and compensation disclosure. We will remain an emerging growth company until the earliest to occur of:

• the last day of the fiscal year during which our total annual revenue equals or exceeds $1.2 billion 
(subject to adjustment for inflation);

• the last day of the fiscal year following the fifth anniversary of our initial public offering;
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• the date on which we have, during the previous three-year period, issued more than $1.0 billion in non-
convertible debt; or

• the date on which we are deemed to be a “large accelerated filer” under the Exchange Act.

For as long as we remain an emerging growth company, we may take advantage of exemptions from various reporting and 
other requirements that are applicable to other public companies that are not emerging growth companies, including the 
requirements to:

• provide an auditor’s attestation report on management’s assessment of the effectiveness of our system 
of internal control over financial reporting pursuant to Section 404;

• comply with any new or revised financial accounting standards applicable to public companies until 
such standards are also applicable to private companies;

• comply with any new requirements adopted by the Public Company Accounting Oversight Board (the 
“PCAOB”), requiring mandatory audit firm partner rotation or a supplement to the auditor’s report in 
which the auditor would be required to provide additional information about the audit and the financial 
statements of the issuer;

• comply with any new audit rules adopted by the PCAOB unless the SEC determines otherwise;

• provide certain disclosure regarding executive compensation required of larger public companies; or

• hold stockholder advisory votes on executive compensation.

Similarly, as a smaller reporting company, we intend to take advantage of certain exemptions from various reporting 
requirements that are applicable to other public companies that are not “smaller reporting companies,” including, but not 
limited to, reduced disclosure obligations regarding executive compensation in our periodic reports and proxy statements.

We cannot predict if investors will find shares of our common stock less attractive because we will not be subject to the 
same reporting and other requirements as other public companies. If some investors find shares of our common stock less 
attractive as a result, there may be a less active trading market for our common stock, and the per-share trading price of our 
common stock could decline and may be more volatile.

We have elected to use the extended transition period for adopting new or revised accounting standards available to 
emerging growth companies under the JOBS Act and will, therefore, not be subject to the same new or revised 
accounting standards as other public companies that are not emerging growth companies, which could make our 
common stock less attractive to investors.

The JOBS Act provides that an emerging growth company can take advantage of exemption from various reporting 
requirements applicable to other public companies and an extended transition period for complying with new or revised 
accounting standards. This allows an emerging growth company to delay the adoption of these accounting standards until 
they would otherwise apply to private companies. We intend to take advantage of these exemptions and the extended 
transition periods for adopting new or revised accounting standards and therefore, we will not be subject to the same new 
or revised accounting standards as other public companies that are not emerging growth companies. As a result, our 
financial statements may not be comparable to companies that comply with public company effective dates. We intend to 
take advantage of these options although, subject to certain restrictions, we may elect to stop availing ourselves of these 
exemptions in the future even while we remain an “emerging growth company.” We cannot predict whether investors will 
find our stock less attractive as a result of this election. If some investors find our common stock less attractive as a result 
of this election, there may be a less active trading market for our common stock and our stock price may be more volatile.

We will be subject to the requirements of the Sarbanes-Oxley Act.

As long as we remain an emerging growth company, we will be permitted to comply gradually with certain of the ongoing 
reporting and disclosure obligations of public companies pursuant to the Sarbanes-Oxley Act. See “Risk Factors—Risks 
Related to Our Business— We are an “emerging growth company,” and a “smaller reporting company” and we cannot be 
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certain if the reduced disclosure requirements applicable to emerging growth companies and smaller reporting companies 
will make shares of our common stock less attractive to investors.”

Management is required to deliver a report that assesses the effectiveness of our internal controls over financial reporting 
pursuant to Section 302 of the Sarbanes-Oxley Act. Section 404 of the Sarbanes-Oxley Act may require our auditors to 
deliver an attestation report on the effectiveness of our internal controls over financial reporting in conjunction with their 
opinion on our audited financial statements as of December 31 in a future year. Substantial work on our part will be 
required to implement appropriate processes, document the system of internal control over key processes, assess their 
design, remediate any deficiencies identified and test their operation. This process is expected to be both costly and 
challenging. We cannot give any assurances that material weaknesses will not be identified in the future in connection with 
our compliance with the provisions of Sections 302 and 404 of the Sarbanes-Oxley Act. The existence of any material 
weakness described above would preclude a conclusion by management and our independent auditors that we maintained 
effective internal control over financial reporting. Our management may be required to devote significant time and expense 
to remediate any material weaknesses that may be discovered and may not be able to remediate any material weakness in a 
timely manner. The existence of any material weakness in our internal control over financial reporting could also result in 
errors in our financial statements that could require us to restate our financial statements, cause us to fail to meet our 
reporting obligations and cause investors to lose confidence in our reported financial information, all of which could lead to 
a decline in the per-share trading price of our common stock and significant harm to our reputation.

We currently, and may in the future, have assets held at financial institutions that may exceed the insurance coverage 
offered by the Federal Deposit Insurance Corporation, the loss of such assets would have a sever negative affect on our 
operations and liquidity.

We maintain our cash assets at certain financial institutions in the U.S. in amounts that are in excess of the Federal Deposit 
Insurance Corporation (“FDIC”) insurance limit of $250,000. In the event of a failure of any financial institution where we 
maintain our deposits or other assets, we may incur a loss to the extent such loss exceeds the FDIC insurance limit, which 
could have a material adverse effect on our liquidity, financial condition and our results of operations. In order to mitigate 
the risk of loss, a large balance of our cash assets are held in Insured Cash Sweep (“ICS”) accounts which distribute our 
cash balances at the FDIC insured rate to demand deposit accounts or money market deposit accounts at other ICS network 
banks. This allows for greater protection on our large cash deposits should a financial institution fail while simultaneously 
also allows us to earn a return. This in no way completely eliminates our exposure to a potential loss and the failure of a 
financial institution where our cash balances are held could still have an adverse effect on our liquidity, financial condition 
and our results of operations.

Risks Related to Regulation

Cannabis remains illegal under federal law, and therefore, strict enforcement of federal laws regarding cannabis would 
likely result in our inability and the inability of our tenants to execute our respective business plans.

Cannabis is currently a Schedule I controlled substance under the CSA. Even in those jurisdictions in which cannabis has 
been legalized at the state level, the possession, distribution, cultivation, manufacture and use of cannabis all remain 
violations of federal law that are punishable by imprisonment, substantial fines and forfeiture. U.S. federal law does not 
differentiate between “medical cannabis,” “retail cannabis,” “adult-use cannabis” and any other designations that state or 
local law may apply to cannabis. Moreover, individuals and entities may violate federal law if they intentionally aid and 
abet another in violating federal laws, including those regarding controlled substances, or conspire with another to violate 
them, and violating the federal cannabis laws is also a predicate for certain other crimes under anti-money laundering laws 
or the Racketeer Influenced and Corrupt Organizations Act (the “RICO Act”). The U.S. Supreme Court has ruled in United 
States v. Oakland Cannabis Buyers’ Coop. and Gonzales v. Raich that it is the federal government that has the right to 
regulate and criminalize the sale, possession and use of cannabis, even for medical purposes. We would likely be unable to 
execute our business plan if the federal government were to strictly enforce federal law regarding cannabis.

In January 2018, the then-acting U.S. Attorney General Jeff Sessions issued a memorandum (the “Sessions Memo”) 
rescinding certain prior memoranda, including the so-called “Cole Memorandum” issued on August 29, 2013 under the 
Obama Administration. The Cole Memorandum had characterized enforcement of federal cannabis prohibitions under the 
CSA to prosecute those complying with state regulatory systems allowing the use, manufacture and distribution of medical 
cannabis as an inefficient use of federal investigative and prosecutorial resources when state regulatory and enforcement 
efforts are effective with respect to enumerated federal enforcement priorities under the CSA. In rescinding the Cole 
Memorandum, DOJ instructed its prosecutors to enforce the laws enacted by Congress and to follow well-established 
principles that govern all federal prosecutions when deciding whether to pursue prosecutions related to cannabis activities. 
As a result, under the Sessions Memo—which technically remains in effect—federal prosecutors could, and still can, use 
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their prosecutorial discretion to decide to prosecute actors compliant with their state laws. Although there have not been 
any identified prosecutions of state law compliant cannabis entities, there can be no assurance that the federal government 
will not enforce federal laws against the regulated cannabis industry generally, including our tenants and us. 

President Biden’s Attorney General, Merrick Garland, failed to provide a clear policy directive for the U.S. as it pertains to 
state-legal cannabis-related activities. However, on October 6, 2022, President Biden granted a full, complete, and 
unconditional pardon to all current US citizens and lawful permanent residents who committed the offense of simple 
possession of marijuana in violation of the CSA. He also directed the Secretary of Health and Human Services and the 
Attorney General to conduct an expeditious review of how marijuana is scheduled under federal law, noting that as a 
Schedule I drug, it has the same classification as heroin and LSD, and even higher than the classification of fentanyl and 
methamphetamine. President Trump’s recently appointed Attorney General, Pam Bondi, has yet to make an official 
statement regarding policy directives for the U.S. as it pertains to state-legal cannabis-related activities. However, in 
September 2024, President Trump expressed his support for rescheduling cannabis to Schedule III, as well as the SAFE 
Banking Act and the States Act. Under the Biden administration, in August 2023, the HHS recommended to the DEA that 
cannabis be reclassified from a Schedule I drug to a Schedule III drug under the CSA. HHS based this recommendation on 
a FDA review of cannabis’ classification pursuant to President Biden’s executive order in October 2022. The process for 
reclassification will require DEA approval and likely complex administrative rulemaking proceedings, and it remains 
unclear how long this process will take and the scope of any final decisions or rules. Further, the impact of such decisions 
or rules, if any are promulgated, on existing state-regulated cannabis programs remains unclear, including but not limited to 
FDA and other federal regulatory agency involvement, the impact of such a decision on potential federal legislative reform 
such as proposals to de-schedule cannabis and provide greater access to capital markets for state-regulated cannabis 
operators, and the potential entry into the cannabis markets of large, well-capitalized companies as a result of any re-
scheduling.

Congress previously enacted an omnibus spending bill that includes a provision prohibiting the DOJ (which includes the 
DEA) from using funds appropriated by that bill to prevent states from implementing their medical-use cannabis laws. 
Commonly referred to as the “Rohrabacher-Blumenauer Amendment,” this so-called “rider” provision has been appended 
to the Consolidated Appropriations Acts for fiscal years 2015 through present. Under the terms of the Rohrabacher-
Blumenauer rider, the federal government is prohibited from using congressionally appropriated funds to enforce federal 
cannabis laws against regulated medical cannabis actors operating in compliance with state and local law. However, there 
is no assurance that Congress will approve inclusion of a similar prohibition in future appropriations bills to prevent DOJ 
from using congressionally appropriated funds to enforce federal cannabis laws against regulated medical cannabis actors 
operating in compliance with state and local law. In USA vs. McIntosh, the U.S. Court of Appeals for the Ninth Circuit held 
that this provision prohibits the DOJ from spending funds from relevant appropriations acts to prosecute individuals who 
engage in conduct permitted by state medical-use cannabis laws and who strictly comply with such laws. However, the 
Ninth Circuit’s opinion, which only applies to the states of Alaska, Arizona, California, Hawaii, and Idaho, also held that 
persons who do not strictly comply with all state laws and regulations regarding the distribution, possession and cultivation 
of medical-use cannabis have engaged in conduct that is unauthorized, and in such instances the DOJ may prosecute those 
individuals.

Furthermore, while we target the acquisition of medical-use facilities in certain jurisdictions, our leases do not prohibit 
cannabis cultivation for adult-use that is permissible under the state and local laws where our facilities are located. 
Consequently, certain of our tenants currently (and additional tenants may in the future) cultivate, process and/or dispense 
adult-use cannabis as well as medical-use cannabis in our facilities, as permitted by state and local laws now or in the 
future, which may in turn subject the tenant, us and our properties to greater and/or different federal legal and other risks as 
compared to facilities where cannabis is cultivated exclusively for medical use, including not providing protection under 
the Congressional spending bill provision.

Additionally, financial transactions involving proceeds generated by cannabis-related conduct can form the basis for 
prosecution under the federal money laundering statutes, unlicensed money transmitter statutes and the Bank Secrecy Act. 
The penalties for violation of these laws include imprisonment, substantial fines and forfeiture. Prior to the DOJ’s 
rescission of the Cole Memorandum, supplemental guidance from the DOJ issued under the Obama administration directed 
federal prosecutors to consider the federal enforcement priorities enumerated in the Cole Memorandum when determining 
whether to charge institutions or individuals with any of the financial crimes described above based upon cannabis-related 
activity. This supplemental guidance was followed by the February 14, 2014 FinCEN Memorandum outlining the pathways 
for financial institutions to bank state-sanctioned cannabis businesses in compliance with federal enforcement priorities. 
Under these guidelines, financial institutions must submit a Suspicious Activity Report (“SAR”) in connection with all 
cannabis-related banking activities by any client of such financial institution, in accordance with federal money laundering 
laws. These cannabis-related SARs are divided into three categories—cannabis limited, cannabis priority, and cannabis 
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terminated—based on the financial institution’s belief that the business in question follows state law, is operating outside of 
compliance with state law, or where the banking relationship has been terminated, respectively. The FinCEN Memorandum 
states that in some circumstances, it is permissible for banks to provide services to cannabis-related businesses without 
risking prosecution for violation of federal money laundering laws. Although the Sessions Memo rescinded the Cole 
Memorandum, the FinCEN Memorandum technically remained intact during President Trump’s first administration; 
however, it is unclear whether his current administration will continue to follow the FinCEN Memorandum. The DOJ 
continues to have the right and power to prosecute crimes committed by banks and financial institutions, such as money 
laundering and violations of the Bank Secrecy Act, that occur in any state, including states that have in some form legalized 
the sale of cannabis. Further, the conduct of the DOJ’s enforcement priorities could change for any number of reasons. A 
change in the DOJ’s priorities could result in the DOJ’s prosecuting banks and financial institutions for crimes that were 
not previously prosecuted.

Federal prosecutors have significant discretion to investigate and prosecute suspected violations of federal law and no 
assurance can be given that the federal prosecutor in each judicial district where we purchase a property will not choose to 
strictly enforce the federal laws governing cannabis operations. Any change in the federal government’s enforcement 
posture with respect to state-licensed cannabis operations, including the enforcement postures of individual federal 
prosecutors in judicial districts where we purchase properties, would result in our inability to execute our business plan, 
and we would likely suffer significant losses with respect to our investment in cannabis facilities in the U.S., which would 
adversely affect the trading price of our securities. Furthermore, following any such change in the federal government’s 
enforcement position, we could be subject to criminal prosecution, which could impact our ability to operate and could lead 
to imprisonment and/or the imposition of penalties, fines, or forfeiture.

Certain of our tenants engage in operations for the adult-use cannabis industry in addition to or in lieu of operations 
for the medical-use cannabis industry, and such tenants, we and our properties may be subject to additional risks 
associated with such adult-use cannabis operations.

Our existing leases at our properties do not, and we expect that leases that we enter into with future tenants at other 
properties we acquire will not, prohibit cannabis operations for adult-use that is permissible under state and local laws 
where our facilities are located and certain of our tenants are currently engaged in operations in the adult-use cannabis 
industry, which may subject our tenants, us and our properties to different and greater risks, including greater prosecution 
risk for aiding and abetting violation of the CSA and federal laws governing money laundering. For example, the 
prohibition in the current omnibus spending bill that prohibits the DOJ from using funds appropriated by Congress to 
prevent states from implementing their medical-use cannabis laws does not extend to adult-use cannabis laws. In addition, 
while we may purchase properties in states that only permit medical-use cannabis at the time of acquisition, such states 
may in the future authorize by state legislation or popular vote the legalization of adult-use cannabis, thus permitting our 
tenants to engage in adult-use cannabis operations at our properties. For example, Arizona, California, Illinois and 
Massachusetts permit licensed adult-use cannabis operations, and our leases with tenants in those states allow for adult-use 
cannabis operations to be conducted at the properties in compliance with state and local laws.

New laws that are adverse to the business of our tenants may be enacted, and current favorable national, state or local 
laws or enforcement guidelines relating to cannabis operations may be modified or eliminated in the future.

We have acquired and are targeting for acquisition properties that are owned by state-licensed cannabis operators. Relevant 
state or local laws may be amended or repealed, or new laws may be enacted in the future to eliminate existing laws 
permitting cannabis operations. If our tenants were forced to close their operations, we would need to replace those tenants 
with tenants who are not engaged in the cannabis industry, who most likely will pay significantly lower rents. Moreover, 
any changes in state or local laws that reduce or eliminate the ability to conduct cannabis operations would likely result in a 
high vacancy rate for the kinds of properties that we seek to acquire, which would depress our lease rates and property 
values. In addition, we would realize an economic loss on any and all improvements made to properties that were specific 
to the cannabis industry.

For example, in connection with the Centers for Disease Control and Prevention identifying cases of vaping-related lung 
injuries, certain state and local governments had instituted temporary bans. In addition to litigation and reputational risks 
surrounding vaping-related lung injuries, bans or heightened regulations could have a material adverse impact on our 
tenants’ operations in those states and localities where such a ban or other restrictive regulation has been implemented.
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Our ability to grow our business depends on state laws pertaining to the cannabis industry.

Continued development of the medical-use and adult-use cannabis industry depends upon continued legislative 
authorization of cannabis at the state level. The status quo of, or progress in, the regulated medical-use and adult-use 
cannabis industry is not assured and any number of factors could slow or halt further progress in this area. While there may 
be ample public support for legislative action permitting the cannabis operations, numerous factors impact the legislative 
process. For example, many states that voted to legalize medical-use and/or adult-use cannabis have seen significant delays 
in the drafting and implementation of industry regulations and issuance of licenses. In addition, burdensome regulation at 
the state level could slow or stop further development of the medical-use and adult-use cannabis industry, such as limiting 
the medical conditions for which medical cannabis can be recommended by physicians for treatment, not strictly enforcing 
regulations for non-licensed cannabis operators, restricting the form in which medical cannabis can be consumed, imposing 
significant registration requirements on physicians and patients or imposing significant taxes on the growth, processing 
and/or retail sales of cannabis, which could have the impact of dampening growth of the cannabis industry and making it 
difficult for cannabis businesses, including our tenants, to operate profitably in those states. Any one of these factors could 
slow or halt additional legislative authorization of medical-use and adult-use cannabis, which could harm our business 
prospects.

FDA regulation of cannabis and the possible registration of facilities where cannabis is grown could negatively affect 
the cannabis industry, which would directly affect our business (including our financial performance and condition).

Should the federal government legalize cannabis, it is possible that the FDA would seek to regulate it under the Food, Drug 
and Cosmetics Act of 1938 or under the Public Health Service Act. Additionally, the FDA may issue rules, regulations, or 
guidance including certified good manufacturing practices, related to the growth, cultivation, harvesting and processing of 
cannabis. If regulated by the FDA as a drug, clinical trials may be needed to verify efficacy and safety. It is also possible 
that the FDA would require that facilities where cannabis is grown register with the FDA and comply with certain federally 
prescribed regulations. In the event that some or all of these regulations or enforcement actions are imposed, we do not 
know what the impact this would have on the cannabis industry, including what costs, requirements and possible 
prohibitions may be enforced. If we or our tenants are unable to comply with the regulations or registration as prescribed 
by the FDA, we and or our tenants may be unable to continue to operate their and our business in its current form or at all.

We and our tenants may have difficulty accessing the service of banks and other financial institutions, which may make 
it difficult to contract for real estate needs.

Financial transactions involving proceeds generated by cannabis-related conduct can form the basis for prosecution under 
the federal money laundering statutes, unlicensed money transmitter statutes and the Bank Secrecy Act. Previous guidance 
issued by FinCEN clarified how financial institutions can provide services to cannabis-related businesses consistent with 
their obligations under the Bank Secrecy Act. However, this guidance does not provide any safe harbors or legal defenses 
from examination or regulatory or criminal enforcement actions by the DOJ, FinCEN or other federal regulators. Thus, 
most banks and other financial institutions in the U.S. do not appear to be comfortable providing banking services to 
cannabis-related businesses, or relying on this guidance, which can be amended or revoked at any time by the executive 
branch. In addition to the foregoing, banks may refuse to process debit card payments and credit card companies generally 
refuse to process credit card payments for cannabis-related businesses. Prior to the DOJ’s announcement in January 2018 
of the rescission of the Cole Memorandum and related memoranda, supplemental guidance from the DOJ directed federal 
prosecutors to consider the federal enforcement priorities enumerated in the Cole Memorandum when determining whether 
to charge institutions or individuals with any of the financial crimes described above based upon cannabis-related activity. 
It remains unclear what impact the rescission of the Cole Memorandum will have or what position the Trump 
administration may take, but it remains possible that federal prosecutors may increase enforcement activities against 
institutions or individuals that are conducting financial transactions related to cannabis activities. The uncertainty 
surrounding financial transactions related to cannabis activities may also result in financial institutions discontinuing 
services to the cannabis industry.

Consequently, those businesses involved in the regulated medical-use and adult-use cannabis industry continue to 
encounter difficulty establishing banking relationships, which may increase over time. Our inability to maintain our current 
bank accounts would make it difficult for us to operate our business, increase our operating costs, and pose additional 
operational, logistical and security challenges and could result in our inability to implement our business plan.

The terms of our leases require that our tenants make rental payments via check or wire transfer. Only a small percentage 
of financial institutions in the U.S. currently provide banking services to licensed cannabis operators. The inability of our 
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current and potential tenants to open accounts and continue using the services of banks will limit their ability to enter into 
triple-net lease arrangements with us or may result in their default under our lease agreements, either of which could 
materially harm our business (including our financial performance and condition) and the trading price of our securities. 
Our current cash balances are held in smaller banks and our cash deposits exceed federally insured limits.

In addition, in the United States, many clearing houses for major broker-dealer firms have refused to handle securities or 
settle transactions of companies engaged in cannabis-related business. This means that certain broker-dealers cannot accept 
for deposit or settle transactions in the securities of companies, which may inhibit the ability of investors to trade in our 
securities in the United States, which could negatively affect the liquidity of our securities and could subject us to 
additional regulatory scrutiny from state and federal securities regulators. Similarly, for our tenants that are publicly-traded 
companies, securities clearing firms may refuse to accept deposits of securities of those tenants, which may negatively 
impact the trading and valuations of such tenants and have a material adverse impact on our tenants’ ability to finance their 
operations and growth through the capital markets.

In addition, federal money laundering statutes and Bank Secrecy Act regulations discourage financial institutions from 
working with any organization that sells a controlled substance, regardless of whether the state in which it resides permits 
cannabis sales. While the SAFER Banking Act would permit commercial banks to offer services to cannabis companies 
that are in compliance with state law, it remains under consideration by Congress; if Congress fails to pass the SAFER 
Banking Act, our inability, or limitations on our ability, to open or maintain bank accounts, obtain other banking services 
and/or accept credit card and debit card payments may make it difficult for us to operate and conduct our business as 
planned or to operate efficiently.

Federal and state banking regulators closed two U.S. banks in March 2023 and one U.S. bank in May 2023, with which we 
have no banking, financing or other business relationships, precipitating financial industry and capital markets turmoil 
centered on concerns about the stability and solvency of other banks and financial institutions and the attendant risk they 
may be closed and/or forced by governmental agencies into receivership or sale. The failure of other banks and financial 
institutions, if it occurs, could have a material adverse effect on our or our tenants’ liquidity or consolidated financial 
statements if we or our tenants have placed cash and cash equivalent deposits at such banks or financial institutions or have 
lending relationships with those banks.

Owners of properties located in close proximity to our properties may assert claims against us regarding the use of the 
property as a cannabis cultivation, processing or dispensing facility, which if successful, could materially and adversely 
affect our business (including our financial performance and condition).

Owners of properties located in close proximity to our properties may assert claims against us regarding the use of our 
properties for cannabis cultivation, processing or dispensing, including assertions that the use of the property constitutes a 
nuisance that diminishes the market value of such owner’s nearby property. Such property owners may also attempt to 
assert such a claim in federal court as a civil matter under the RICO Act. If a property owner were to assert such a claim 
against us, we may be required to devote significant resources and costs to defending ourselves against such a claim, and if 
a property owner were to be successful on such a claim, our tenants may be unable to continue to operate their business in 
its current form at the property, which could materially and adversely impact the tenant’s business and the value of our 
property, our business (including our financial performance and condition) and the trading price of our securities.

Laws and regulations affecting the regulated cannabis industry are constantly changing, which could materially and 
adversely affect our operations, and we cannot predict the impact that future regulations may have on us.

Local, state and federal cannabis laws and regulations are broad in scope and subject to evolving interpretations, which 
could require us to incur substantial costs associated with compliance or alter our business plan. In addition, violations of 
these laws, or allegations of such violations, could disrupt our business and result in a material adverse effect on our 
operations. It is also possible that regulations may be enacted in the future that will be directly applicable to our business. 
We cannot predict the nature of any future laws, regulations, interpretations or applications, nor can we determine what 
effect additional governmental regulations or administrative policies and procedures, when and if promulgated, could have 
on our business.

Assets leased to cannabis businesses may be forfeited to the federal government.

Any assets used in conjunction with the violation of federal law are potentially subject to federal forfeiture, even in states 
where cannabis is legal. In July 2017, the DOJ issued a new policy directive regarding asset forfeiture, referred to as the 
“equitable sharing program.” Under this new policy directive, federal authorities may adopt state and local forfeiture cases 
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and prosecute them at the federal level, allowing for state and local agencies to keep up to 80% of any forfeiture revenue. 
This policy directive represents a reversal of the DOJ’s policy under the Obama administration, and allows for forfeitures 
to proceed that are not in accord with the limitations imposed by state-specific forfeiture laws. This new policy directive 
may lead to increased use of asset forfeitures by local, state and federal enforcement agencies. If the federal government 
decides to initiate forfeiture proceedings against cannabis businesses, such as the medical-use and adult-use cannabis 
facilities that we have acquired and intend to acquire, our investment in those properties may be lost.

We may have difficulty accessing bankruptcy courts.

As discussed above, cannabis is illegal under federal law. Therefore, there is a compelling argument that the federal 
bankruptcy courts cannot provide relief for parties who engage in the cannabis or cannabis-related businesses. Recent 
bankruptcy rulings have denied bankruptcies for dispensaries upon the justification that businesses cannot violate federal 
law and then claim the benefits of federal bankruptcy for the same activity and upon the justification that courts cannot ask 
a bankruptcy trustee to take possession of, and distribute cannabis assets as such action would violate the CSA. Therefore, 
we may not be able to seek the protection of the bankruptcy courts and this could materially affect our business or our 
ability to obtain credit. In addition, bankruptcy or other similar proceedings are often a complex and lengthy process, the 
outcome of which may be uncertain and could result in a material adverse effect on us or our tenants.

The properties that we own are subject to extensive regulations, which may result in significant costs and materially and 
adversely affect our business (including our financial performance and condition), liquidity and results of operations.

Our properties are and other properties that we expect to acquire will be subject to various laws and regulatory 
requirements. For example, local property regulations, including restrictive covenants of record, may restrict the use of 
properties we acquire and may require us to obtain approval from local authorities with respect to the properties that we 
expect to acquire, including prior to acquiring a property or when developing or undertaking renovations. Among other 
things, these restrictions may relate to cultivation, processing or dispensing of medical-use and adult-use cannabis, the use 
of water and the discharge of waste water, fire and safety, seismic conditions, asbestos-cleanup or hazardous material 
abatement requirements. Our failure to obtain such regulatory approvals could have a material adverse effect on our 
business (including our financial performance and condition), liquidity and results of operations. Furthermore, we cannot 
assure you that the regulatory requirements and statutory prohibitions relating to properties used in cannabis operations will 
not materially and adversely affect us or the timing or cost of any future acquisitions, developments or renovations, or that 
additional regulations will not be adopted that would increase such delays or result in additional prohibition or costs.

Risks Related to Financing Our Business

Our growth depends on external sources of capital, which may not be available on favorable terms or at all (which such 
financing source risk may be more pronounced in the cannabis industry due to financial and regulatory constraints).

We expect to acquire additional real estate assets, which we intend to finance primarily through newly issued equity or 
debt. We may not be in a position to take advantage of attractive investment opportunities for growth if we are unable, due 
to global or regional economic uncertainty, changes in the state or federal regulatory environment relating to the cannabis 
industry, changes in market conditions for the regulated cannabis industry, our own operating or financial performance or 
otherwise, to access capital markets on a timely basis and on favorable terms or at all. In addition, U.S. federal income tax 
law generally requires that a REIT distribute annually at least 90% of its REIT taxable income, without regard to the 
deduction for dividends paid and excluding net capital gain and that it pay U.S. federal income tax at regular corporate 
rates to the extent that it annually distributes less than 100% of its taxable income. Because we intend to grow our business, 
this limitation may require us to raise additional equity or incur debt at a time when it may be disadvantageous to do so.

Our access to capital will depend upon a number of factors over which we have little or no control, including general 
market conditions and the market’s perception of our current and potential future earnings. In addition, we may raise 
capital by issuing our common stock through underwritten public offerings, in at-the-market (“ATM”) offerings or in 
private placement transactions. If general economic instability or downturn leads to an inability to borrow at attractive rates 
or at all, our ability to obtain capital to finance the purchase of real estate assets could be negatively impacted. In addition, 
banks and other financial institutions may be reluctant to enter into lending transactions with us, particularly secured 
lending, because we intend to acquire properties used in the cultivation, production or dispensing of cannabis. If this source 
of funding is unavailable to us, our growth may be limited.
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