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Summary

This nano-cap has been around for over 100 years and shares have
increased by a whopping 120% over the last 75 days.

I first heard of Power REIT around five years ago when the company ws
engaged in a lawsuit.

We’re adding Power REIT to our Intelligent REIT Lab in which we will
include in the Net Lease REIT sector.

I’m sure everyone is familiar with the game of Monoply where you can own houses, hotels,
utilities, and railroads. When the game was created in the early 20  century it was called The
Landlord’s Game and by 1933 the game evolved into a modern version sold by Parker Brothers.

Recognizong that REITs were formed in 1960, the average investor was not able to access many
institutional-held properties in 1933, thus the reason that there are no data center REITs, cell
tower REITs, or canabis REITs on the Monoploy board.

I have often wondered why there were no railroad REITs today, recognizing that that’s a
perfectly legitimate asset class. Railroads are considered “real estate” because they are
attached to land and are no different than owning share in infrastructre REITs like Uniti Group
(UNIT) and Crown Castle (CCI).

However, today I’m going to provide you with an interesting new name in the REIT sector, at
least to me, that actually owns railraod assets. This nano-cap has been around for over 100
years and shares have increased by a whopping 120% over the last 75 days.

I’m not kidding…

This REIT, backed by railroad assets has seen extraordinary growth and has actually returned
over 160% year-to-date. I know, that seems too good to be true, but as I informed iREIT on
Alpha members a few days ago, this nano-cap REIT has more room to run.
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Pittsburgh & West Virginia Railroad was founded in 1916 and is now called Power REIT (PW).
The company owns and leases a 112-mile railroad which runs from eastern Ohio to western
Pennsylvania (located in Marcellus Shale territory).

The railroad track is and irreplaceable property leased to Norfolk Southern Railway under a 99-
year lease with unlimited renewal options. This means the tenant is a high-quality credit tenant
(BBB+/S&P and BAA1/Moody’s).

I first heard of Power REIT around five years ago when the company ws engaged in a lawsuit
and “to fund litigation efforts, in 2011 Power REIT cut the annual common share dividend to
$.40 per share…and in 2013, the dividend was eliminated entirely.”

It was a painful lawsuit, as Todd Merkle explained,

“ “On April 22, 2015, the court granted Norfolk Southern's motion for summary judgment
and dismissed all of Power REIT's claims. And, upon appeal, on August 29, 2017, that
verdict was affirmed by an appellate court, which essentially concluded that the over $17
million of "additional rent" due to Power REIT will only become payable upon termination of
the Railroad lease.

In the end, the company’s only reward was a codified $17 million operating loss
carryforward for tax purposes that resulted from the ill-fated litigation.”

Source: PW Investor Presentation

But Power REIT has pivoted beyond railroads, into other asset classes with enormous growth
potential. As I alluded to earlier, railroads are included in Monoply, but who would have ever
thought that the company would become a landlord to cannibas companies.
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This new initiatve is focused on CEA (“Controlled Environment Agriculture”) greenhouse
properties that require ~70% less energy than indoor growing and 95% less water usage.
Social implications are relevant:

Cannabis is considered an alternative medical solution for a variety of ailments such as seizures
and spasms, multiple sclerosis, posttraumatic stress disorder, migraines, arthritis, Parkinson's
disease, Alzheimer’s and PTSD among others.

The opportunity set for CEA is strong: 74% of the national population has legal access to
cannabis; 36 states plus Washington DC have medical marijuana laws, and 11 states plus
Washington DC have recreational marijuana laws. While the growth of the industry continues to
be impacted by state and local regulations, the overall story is one of significant growth and
maturation.

Source: PW Investor Presentation

Cannabis is one of the few markets historically to ever see double-digit growth. The current
total annual demand for recreational cannabis (legal + black market) in the U.S. is estimated at
$50 -$60 billion, surpassing the demand for pizza (currently at $47.5 billion).

In addition to Cannabis, Power REIT also has investments related to solar energy that includes
600 Acres (107 Megawatts Utility-Scale Solar Farms). This business represents 24% of Power
REIT’s business and provides consistent cash flow generating leases with implicit credit
enhancements.
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Source: PW Investor Presentation

On May 1  Power REIT entered into an agreement for expansion of a property located in
southern Colorado and leased to Original Cannabis Growers of Ordway LLC. The rent is
structured as follows:

A 12.5% return on the original invested capital amount which will increase at a 3% rate per
annum.
After year six of the Lease, if cannabis is legalized at the federal level, the rent will be
readjusted down to an amount equal to a 9% return on the original invested capital amount
and will increase at a 3% rate per annum based on a starting date of the start of year seven.

On May 15  Power REIT announced the acquisition of a property located in southern Maine such
that the tenant is responsible for paying all expenses related to the Property, including
maintenance expenses, insurance and taxes. The term of the lease is 20 years and provides two
options to extend for additional five-year periods. The rent is structured as follows:

The rent for the lease is structured whereby after a deferred-rent period of six months, the
rental payments provide Power REIT a full return of invested capital over the next three years in
equal monthly payments.
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After the deferred-rent period, rent is structured to provide a 12.9% return based on the
original invested capital amount with annual rent increases of 3% rate per annum.

At any time after year six, if cannabis is legalized at the federal level, the rent will be readjusted
down to an amount equal to a 9% return on the original invested capital amount and will
increase at a 3% rate per annum based on a starting date of the start of year seven.

Source: PW Investor Presentation

Power REIT acquired the Maine asset for $1,000,000 which is a 3.06-acre land parcel approved
for cannabis cultivation with a 32,800 square-foot greenhouse and a 2,800 square foot
processing/distribution building that are both under construction.

As part of the transaction, the Trust has agreed to fund $2.97 million to complete the
construction as well as reimburse the tenant $950,000 of the approximately $1.5 million it has
incurred to date related to the construction. Accordingly, Power REIT’s total capital commitment
totals $4.92 million plus acquisition expenses.

As viewed below, Power REIT is expected to grow its Core FFO per share substantially in 2020:

https://static.seekingalpha.com/uploads/2020/5/26/330973-15905398570381374_origin.png
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Source: PW Investor Presentation

Finally, let me remind you that Power REIT is a nano-cap REIT with a market cap of just under
$40 million. This means that the shares are highly volatile, and investors should recognize that
shares have returned over 160% so far in 2020.

We’re adding Power REIT to our Intelligent REIT Lab in which we will include in the
Net Lease REIT sector.

And back to Monopoly, I just sent the CEO of Hasbro (owner of Monopoly) a message on
LinkedIn, letting him know that I am available to help redesign the modern day “REIT version”
of Monopoly that includes Healthcare, Net Lease, Data Centers, and even Cannabis REITs.

I’ll let you know if he responds….

(We initiate coverage as a HOLD)

Source: FAST Graphs

DON'T FORGET THE INTERVIEW WITH THE CEO

Author's note: Brad Thomas is a Wall Street writer, which means he's not always right with his
predictions or recommendations. Since that also applies to his grammar, please excuse any
typos you may find. Also, this article is free: written and distributed only to assist in research
while providing a forum for second-level thinking.

Disclosure: I/we have no positions in any stocks mentioned, and no plans to initiate any positions within the next 72 hours. I
wrote this article myself, and it expresses my own opinions. I am not receiving compensation for it. I have no business
relationship with any company whose stock is mentioned in this article.
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Comments (3)

PSUPete
Marketplace

Cuomo said yesterday he is pushing for legalization in NY. The budget is busted at the state and local
levels. They need tax revenue. This same story is true in many mismanaged states.

27 May 2020, 07:48 AM

jalcpa
Marketplace

Why? Not a compelling argument

26 May 2020, 10:21 PM

Brad Thomas
Contributor PREMIUM Marketplace Guide

Author’s reply »  @jalcpa Mr Market seems to like Cannabis real estate. The CEO has found an
interesting niche.... Take care and all the best. Brad

27 May 2020, 07:45 AM
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