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Item 2.02    Results of Operations and Financial Condition

On August 14, 2017, Plymouth Industrial REIT, Inc. (the “Company”) issued a press release (the “Earnings Release”) announcing, among other things, earnings for the quarter
ended June 30, 2017. The text of the Earnings Release is included as Exhibit 99.1 to this Current Report.
 
The Earnings Release is furnished pursuant to Item 2.02 and shall not be deemed "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), or subject to the liabilities of that Section. The information in this Current Report shall not be incorporated by reference in any filing under the Securities Act
of 1933, as amended (the “Securities Act”), or the Exchange Act, except as shall be expressly set forth by specific reference in such filing.
 
ITEM 7.01 REGULATION FD DISCLOSURE
 
On August 14, 2017, the Company held its earnings conference call for the quarter ended June 30, 2017 (the “Conference Call”). A copy of the Company’s script (the “Script”)
for the Conference Call is attached hereto as Exhibit 99.2.
 
The Script is furnished pursuant to Item 7.01 and shall not be deemed “filed” for purposes of Section 18 of the Exchange Act, or subject to the liabilities for that Section. The
information in this Current Report shall not be incorporated by reference in any filing under the Securities Act or the Exchange Act, except as shall be expressly set forth by
specific reference in such filing.
 
The disclosure contained in Item 2.02 is incorporated by herein by reference.
 
Item 9.01    Financial Statements and Exhibits.
 

(d) Exhibits:
 

 Exhibit No.  Description
 99.1  Press Release dated August 14, 2017
 99.2  Conference Call Script

 
 

 



 

 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
 
    PLYMOUTH INDUSTRIAL REIT, INC.
     
Date: August 14, 2017    By:  /s/ Jeffrey E. Witherell
      Jeffrey E. Witherell
      Chief Executive Officer
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Exhibit 99.1

Contact:
Tripp Sullivan
SCR Partners
(615) 760-1104
TSullivan@scr-ir.com
 

PLYMOUTH INDUSTRIAL REIT REPORTS SECOND QUARTER 2017 RESULTS
 
BOSTON, August 14, 2017 – Plymouth Industrial REIT, Inc. (NYSE America: PLYM) (the “Company”) today announced its consolidated financial results for the quarter ended
June 30, 2017 and other recent developments. A comparison of the reported amounts per share for the second quarter of 2017 to prior-year periods has been affected by an
increase in the common stock outstanding resul8ng from the comple8on of, and the use of proceeds from, the Company’s ini8al public offering (the “IPO") in June 2017, as
discussed below.
 

Highlights

· Completed the sale of 3,060,000 shares of common stock in its IPO in June 2017, including the exercise of the underwriters’ over-allotment option, for gross proceeds of
$58.1 million.

· Subsequent to the second quarter of 2017, closed on and signed definitive agreements to acquire 17 buildings totaling 1.6 million square feet for total consideration of
$54.4 million in four separate transactions.

· Closed on a new, three-year $35 million secured revolving credit facility with KeyBank to fund additional growth investments.
· Reported results for the second quarter of 2017 attributable to common stockholders of net loss of $(1.26) per weighted average common share; Funds from Operations

(“FFO”) of $(0.63) per weighted average common share; and Adjusted FFO (“AFFO”) of $(0.67) per weighted average common share.
· Declared a regular quarterly cash dividend of $0.375 (pro-rated to $0.065 per share) for the period June 14 to June 30, 2017.

 
Jeff Witherell, Chairman and Chief Execu8ve Officer of Plymouth Industrial REIT, noted, “The strength of Plymouth’s investment strategy and the significant opportunity to
acquire one-off and smaller industrial por@olios at aArac8ve pricing in our target markets has been on clear display since our June IPO. In a few short weeks, we have closed
on or agreed to completed acquisi8ons that are expected to add approximately $5.1 million in annualized rent to the por@olio that should begin to have an impact on our
financial results beginning in the third quarter and with full effect in the fourth quarter and 2018. The por@olio remains well-occupied, and we are focused on new leasing
and upcoming renewals that can capture additional rental growth and drive NOI.
 
“With proceeds from our IPO and the new credit facility with KeyBank closed this month, we have secured capital to execute on our ini8al growth opportuni8es. We have a
robust pipeline of new investments in both new and exis8ng markets. The increased borrowing capacity on the credit facility and use of our Opera8ng Partnership units offer
other avenues to fund these new opportunities.”
 
Financial Results for the Second Quarter of 2017
 
The comple8on of the IPO on June 14, 2017 provided the Company with a meaningfully different capital structure compared to the prior-year period. The Company believes
the use of IPO proceeds and related higher share count, makes year-over-year comparisons less meaningful, particularly on a per share basis.
 
Net loss aAributable to common stockholders for the quarter ended June 30, 2017 was $1.2 million, or $(1.26) per weighted average common share outstanding, compared
with a net loss attributable to common stockholders of $11.2 million, or $(33.61) per weighted average common share, for the same period in 2016.
 

 



 

 
Consolidated total revenues for the quarter ended June 30, 2017 were $5.0 million, compared with $4.8 million for the same period in 2016.
 
Net operating income (NOI) for the quarter ended June 30, 2017, was $3.5 million compared with NOI of $3.4 million for the same period in 2016.
 
EBITDA for the quarter ended June 30, 2017, was $2.2 million compared with $2.6 million for the same period in 2016, primarily as a result of general and administra8ve
expense incurred for professional services related to the IPO transactions.
 
FFO for the quarter ended June 30, 2017 was $(0.6) million, or $(0.63) per weighted average common share, compared with $(8.2) million, or $(8.84) per weighted average
common share, for the same period in 2016. FFO was positively impacted by the reduction in interest expense of $7.8 million.
 
AFFO for the quarter ended June 30, 2017 was $(0.6) million, or $(0.67) per weighted average common share, compared with $(8.3) million, or $(8.99) per diluted share, for
the same period in 2016, primarily as a result of the reduction in Interest expense.
 
Investment Activity
 
As of June 30, 2017, the Company had gross real estate investments totaling approximately $139.3 million, which was comprised of 20 industrial buildings totaling 4.0 million
square feet with occupancy of 98.4%. The following summarizes the Company’s recent investment activity subsequent to the second quarter of 2017:

 
· On July 20, 2017, the Company completed the acquisition of a six-property portfolio of Class A and Class B industrial buildings totaling 667,000 square feet in South

Bend, Indiana for $26.0 million in cash at an initial yield of 9.2%.
· On July 24, 2017, the Company signed a definitive agreement to acquire the 235,066-square-foot, eight-property Airport Business Park in Memphis for $7.8 million in

cash at an initial yield of 10.5% and a 121,440-square-foot warehouse in Columbus, Ohio for $3.7 million in cash at an initial yield of 8.2%. The acquisitions are
expected to be completed within 30 days, subject to customary closing conditions.

· On August 11, 2017, the Company completed the acquisition of two Class B industrial properties totaling 606,871 square feet in Indianapolis, Indiana for total
consideration of $16.875 million, including $8.8 million in cash and the issuance of 425,150 units of Plymouth’s Operating Partnership valued at $19.00 per share. The
properties are expected to generate an initial yield of 8.5%.

 

Financing Activity
 
On August 11, 2017, the Company closed on a $35.0 million senior secured revolving credit facility with KeyBank Na8onal Associa8on. The new facility matures in August
2020 and has one 12-month extension op8on. The credit facility, which has an accordion feature that allows total borrowing capacity under the facility to be increased up to
$75 million, bears interest at LIBOR plus a margin between 250 and 350 basis points, depending on the Company’s leverage.
 
Initial Public Offering
 
On June 14, 2017, the Company completed the IPO in which it issued 2,900,000 shares, and on July 12, 2017, issued an addi8onal 160,000 shares pursuant to the
underwriters’ exercise of their over-allotment op8on. The Company used a por8on of the net proceeds from the IPO to redeem a non-controlling interest held by Torchlight
for $25.0 million, consisting of $20.0 million in cash along with common stock of $5.0 million, or 263,158 shares at $19.00 per share.
 
Quarterly Distributions to Common Stockholders
 
On June 26, 2017, the Company’s Board of Directors declared a regular quarterly cash dividend of $0.375 per diluted share for the second quarter of 2017. The dividend was
pro-rated to $0.065 per diluted share to reflect the period commencing on June 14, 2017, the IPO comple8on date, and ending on June 30, 2017. This pro-rated dividend was
payable on July 31, 2017, to stockholders of record on July 7, 2017.
 

 



 

 
Earnings Conference Call and Webcast
 
The Company will host a conference call and live audio webcast, both open for the general public to hear, later today at 10:00 a.m. Eastern Time. The number to call for this
interac8ve teleconference is (412) 902-6510. A replay of the call will be available through August 21, 2017 by dialing (412) 317-0088 and entering the replay access code,
10110946.
 
The live audio webcast of the Company’s quarterly conference call will be available online in the Investor Rela8ons sec8on of the Company’s website at
www.plymouthreit.com. The online replay will be available approximately one hour after the end of the call and archived for approximately 90 days.
 
About Plymouth

 

Plymouth is a full service real estate investment company structured as a vertically integrated, self-administered and self-managed real estate investment trust focused on the
acquisi8on, ownership and management of single and mul8-tenant industrial proper8es, including distribu8on centers, warehouses and light industrial proper8es, primarily
located in secondary and select primary markets across the United States. The company seeks to acquire proper8es that provide current opera8ng income with the
opportunity to enhance shareholder value through property re-positioning, capital improvements and restructuring tenant leases.

 

 

Forward-Looking Statements
This press release includes “forward-looking statements” that are made pursuant to the safe harbor provisions of Sec8on 27A of the Securi8es Act of 1933 and of Sec8on 21E
of the Securi8es Exchange Act of 1934. The forward-looking statements in this release do not cons8tute guarantees of future performance. Investors are cau8oned that
statements in this press release, which are not strictly historical statements, including, without limita8on, statements regarding management's plans, objec8ves and
strategies, cons8tute forward-looking statements. Such forward-looking statements are subject to a number of known and unknown risks and uncertain8es that could cause
actual results to differ materially from those an8cipated by the forward-looking statement, many of which may be beyond our control. Forward-looking statements generally
can be iden8fied by the use of forward-looking terminology such as “may,” “plan,” “seek,” “will,” “expect,” “intend,” “es8mate,” “an8cipate,” “believe” or “con8nue” or the
nega8ve thereof or varia8ons thereon or similar terminology. Any forward-looking informa8on presented herein is made only as of the date of this press release, and we do
not undertake any obligation to update or revise any forward-looking information to reflect changes in assumptions, the occurrence of unanticipated events, or otherwise.
 

 



 

 
PLYMOUTH INDUSTRIAL REIT, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
 UNAUDITED

(In thousands, except share and per share amounts)
 
  June 30,   December 31,  
  2017   2016  

Assets         
Real estate properties  $ 139,326  $ 139,086 
   Less Accumulated Depreciation   (19,816)   (16,027)
   Real estate properties, net   119,510   123,059 

         
Cash   28,981   941 
Restricted cash   687   6,353 
Cash held in escrow   3,221   2,907 
Deferred lease intangibles, net   8,680   10,533 
Other assets   2,733   1,953 

Total assets  $ 163,812  $ 145,746 

         
Liabilities and Equity (Deficit)         
Liabilities:         

Senior secured debt, net   116,402   116,053 
Mezzanine debt to investor, net   29,319   29,262 
Deferred interest   200   207 
Accounts payable, accrued expenses and other liabilities   5,363   5,352 
Deferred lease intangibles, net   1,150   1,405 
Redeemable preferred member interest in subsidiary   —   31,043 
    Total   152,434   183,322 

         
         
Equity (Deficit):         
Plymouth Industrial REIT, Inc. Stockholders' Equity (Deficit):         

Preferred stock, $0.01 par value; 100,000,000 shares authorized; none issued and outstanding.         
Common stock, $0.01 par value; 900,000,000 shares authorized;   3,652,886 and 331,965 shares issued and outstanding
at  June 30, 2017 and December 31, 2016   37   3 
Additional paid in capital   123,448   12,477 
Accumulated deficit   (112,107)   (110,506)

Total Plymouth Industrial REIT, Inc. stockholders' equity (deficit)   11,378   (98,026)
Non-controlling interest   —   60,450 
Total equity (deficit)   11,378   (37,576)
Total liabilities and equity (deficit)  $ 163,812  $ 145,746 

 

 



 

 
PLYMOUTH INDUSTRIAL REIT, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
UNAUDITED

(In thousands, except share and per share amounts)
 
  For the Six Months   For the Quarter  
  Ended June 30,   Ended June 30,  

  2017   2016   2017   2016  
             
Rental revenue  $ 9,964  $ 9,680  $ 5,026  $ 4,873 
Other income   1   5   1   (26)
Total revenues   9,965   9,685   5,027   4,847 
                 
Operating expenses:                 

Property   2,925   2,868   1,517   1,447 
Depreciation and amortization   5,557   5,911   2,785   2,883 
General and administrative   1,933   1,721   1,209   819 
Acquisition costs   82   33   82   14 

Total operating expenses   10,497   10,533   5,593   5,163 
                 
Operating loss   (532)   (848)   (566)   (316)
                 
Other expense:                 

Interest expense   (5,743)   (24,627)   (2,802)   (10,842)
Total other expense   (5,743)   (24,627)   (2,802)   (10,842)
                 
Net loss  $ (6,275)  $ (25,475)  $ (3,368)  $ (11,158)
                 
Net loss attributable to non-controlling interest  $ (4,674)  $ —  $ (2,209)  $ — 
                 
Net loss attributable to Plymouth Industrial REIT, Inc.  $ (1,601)  $ (25,475)  $ (1,159)  $ (11,158)

                 
Net loss per share attributable to Plymouth Industrial REIT, Inc. common
stockholders  $ (2.55)  $ (76.74)  $ (1.26)  $ (33.61)

                 
Weighted-average common shares outstanding basic and diluted   629,057   331,965   922,885   331,965 

 

 



 

 
PLYMOUTH INDUSTRIAL REIT, INC.

SUPPLEMENTAL RECONCILIATION OF NON-GAAP DISCLOSURES
UNAUDITED

(In thousands, except share and per share amounts)
 
  For the Quarter Ended   For the Six Months Ended  
  June 30,   June 30,  
NOI:  2017   2016   2017   2016  

Net loss  $ (3,368)  $ (11,158)  $ (6,275)  $ (25,475)
General and administrative   1,209   819   1,933   1,721 
Acquisition expense   82   14   82   33 
Interest expense   2,802   10,842   5,743   24,627 
Depreciation and amortization   2,785   2,883   5,557   5,911 
Other expense (income)   (1)   26   (1)   (5)

NOI  $ 3,509  $ 3,426  $ 7,039  $ 6,812 
 
  For the Quarter Ended   For the Six Months Ended  
  June 30,   June 30,  
EBITDA:  2017   2016   2017   2016  

Net loss  $ (3,368)  $ (11,158)  $ (6,275)  $ (25,475)
Depreciation and amortization   2,785   2,883   5,557   5,911 
Interest expense   2,802   10,842   5,743   24,627 

EBITDA  $ 2,219  $ 2,567  $ 5,025  $ 5,063 
 
  For the Quarter Ended   For the Six Months Ended  
  June 30,   June 30,  
FFO:  2017   2016   2017   2016  

Net loss  $ (3,368)  $ (11,158)  $ (6,275)  $ (25,475)
Depreciation and amortization   2,785   2,883   5,557   5,911 
Gain on disposition of equity investment   —   (3)   —   (3)
Adjustment for unconsolidated joint ventures   —   124   —   241 

FFO  $ (583)  $ (8,154)  $ (718)  $ (19,326)
 
  For the Quarter Ended   For the Six Months Ended  
  June 30,   June 30,  
AFFO:  2017   2016   2017   2016  

FFO  $ (583)  $ (8,154)  $ (718)  $ (19,326)
Amortization of above or accretion of below market lease rents   (83)   (88)   (166)   (178)
Acquisition costs   82   14   82   33 
Distributions   —   11   —   61 
Straight line rent   (32)   (82)   (76)   (158)

AFFO  $ (616)  $ (8,299)  $ (878)  $ (19,568)
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PLYMOUTH INDUSTRIAL REIT
SECOND QUARTER 2017 CONFERENCE CALL

 
AUGUST 14, 2017

10am ET
 
Tripp Sullivan:
 
Thank you. Good morning. Welcome to the Plymouth Industrial REIT conference call to review the Company's results
for the second quarter of 2017. On the call today will be Jeff Witherell, Chairman and Chief Execu8ve Officer, Pen
White President and Chief Investment Officer and Dan Wright, Executive Vice President and Chief Financial Officer.
 
Our results were released earlier this morning in our earnings press release which can be found on the investor
relations section of our website.
 
A replay of this call will be available shortly aSer the conclusion of the call through August 21, 2017. The numbers to
access the replay are provided in the earnings press release. For those who listen to the replay of this call, we remind
you that the remarks made herein are as of today, August 14, 2017, and will not be updated subsequent to this call.
 
During this call, certain comments and statements we make may be deemed forward-looking statements within the
meaning prescribed by the securi8es laws, including statements related to the future performance of our por@olio, our
pipeline of potential acquisitions and other investments, future dividends and financing activities.
 
All forward-looking statements represent Plymouth’s judgment as of the date of this conference call and are subject to
risks and uncertain8es that can cause actual results to differ materially from our current expecta8ons. Investors are
urged to carefully review various disclosures made by the Company including the risks and other informa8on disclosed
in the Company’s filings with the SEC.
 
We also will discuss certain non-GAAP measures, including but not limited to FFO, AFFO and Adjusted EBITDA.
Defini8ons of these non-GAAP measures and reconcilia8ons to the most comparable GAAP measures are included in
our filings with the SEC.
 
I'll now turn the call over to Jeff Witherell. Please go ahead.
 
Jeff Witherell:
 
Thanks Tripp. Good morning everyone.
 
As this is our first earnings call since comple8ng the IPO in mid-June, I would like to welcome all of our new
shareholders and analysts. In addi8on to Pen and Dan, Jim Connolly, who heads up our asset management and Anne
Hayward, our general counsel, are here with us.
 
We have worked hard to get to this point, and we’re excited about the opportuni8es ahead of us. With roughly two
weeks between our IPO and the end of the quarter, we’ll focus much of our 8me this morning on outlining the growth
we are an8cipa8ng, the execu8on to date on our acquisi8on strategy, the performance of our por@olio and some
general comments on the state of the industry. Dan Wright will come on at the end to provide some color on our
financials and how you can think about annualizing the impact from our acquisi8ons and the changes to our capital
structure.
 



I think as you’ve seen during earnings this quarter that industrial REITs in general con8nue to benefit from strong
demand for in-fill loca8ons, the warehousing of America and the impact from e-commerce – par8cularly on last-mile
loca8ons/markets. This has shown up in leasing results and higher occupancy across the market and our por@olio is no
different.
 
We ended the quarter with 22 industrial buildings totaling 4.0 million square feet that was 98.4% occupied. With 1.6
million square feet of new proper8es either closed or expect to close shortly, we’re growing very quickly. These new
addi8ons have strong exis8ng tenancy as well as opportuni8es to put our asset management and leasing teams to
work.
 
We’re confident of what we can achieve in driving rent growth and NOI…not to men8on what we can deliver in terms
of acquisi8ons. As you will tell from our 10Q, during 2016 and the first half of this year, we signed renewals and new
leases totaling 440,000 square feet; more than covering the square footage expiring during that 8me. With our
renewals, we achieved an average increase of 6% over the expiring rent. With a couple of new leases we signed for a
total of 44,000 square feet at an average increase of 83%, we experienced a 12% average increase across the portfolio.
 
With such liAle vacancy currently in the por@olio, we’re comfortable taking on some leasing opportuni8es with our
new acquisi8ons such as the Airport Business Park in Memphis. We also underwrite new opportuni8es that enable us
to roll up expiring leases to market.
 
We were very ac8ve during the second quarter sourcing new investment opportuni8es, and we’ve seen that pace
con8nue since the end of the quarter. We’ve closed on or signed defini8ve agreements to acquire 17 buildings for
total considera8on of just over $54 million in four separate transac8ons. That’s quite a pace. I’m proud of our team for
stepping up so quickly to get these to various stages of closing. They are great addi8ons to the por@olio and I think
they will provide further tenant and geographic diversification.
 
Looking ahead, we have no shortage of growth opportuni8es – both with internal growth from same-store NOI driven
by strong rent increases and occupancy, and external growth from a very ac8ve acquisi8on pipeline. Our primary
limita8on at this point is addi8onal capital. To help address that issue, we have two late breaking items that we would
like to share. We announced this morning that we closed on a new $35 million credit facility with KeyBank that can be
expanded up to $75 million. We also announced this morning the closing of the Shadeland acquisi8on, which was our
first UPREIT transaction. By utilizing UPREITS, we can also extend our balance sheet quite a bit on accretive terms.
 
Pen, why don’t you walk us through some acquisition activity and the pipeline…
 
Pen White
 
Good morning. We’ve done preAy much what we said we would do on our IPO roadshow. We’ve focused on diverse
industrial proper8es in markets with strong demand dynamics and 8ght supply. Our ini8al acquisi8ons include a mix of
one-off assets, small por@olios and business parks in markets that are well-known distribu8on and e-commerce hubs.
We’ve acquired these proper8es at ini8al yields ranging from 8.2% to 10.5% or roughly a weighted average ini8al yield
of approximately 9.0%. We added a total of 1.6 million square feet as Jeff men8oned to our ini8al por@olio, which is a
roughly 40% increase.
 
Our first acquisi8on in late July was a 6-building por@olio of class A and B proper8es in South Bend, Indiana for $26
million. What we like about this por@olio is that the tenant – Corporate Services – is highly correlated to e-commerce
and online ordering systems and part of a much larger organization that’s been around for over 60 years. CSI has grown
and invested significantly into this campus and fully occupies it. CSI has reinforced what we’ve heard from other
tenants in South Bend that they love being in this market and being able to service the Chicago region without having
to be physically located in Chicago or Illinois for that matter.
 



Another transac8on worth no8ng, just last Friday, as Jeff men8oned we closed on the acquisi8on of two class B
industrial proper8es in Indianapolis that u8lized our UPREIT structure along with borrowings on our credit facility for
total considera8on of $16.9 million. Indianapolis is one of the top industrial markets in the country, and this East sub-
market is in high demand with a vacancy rate of only 4%. Shadeland Business Park is well-located to two major
interstates and is 94% leased to five tenants with almost 5 years of weighted average lease term remaining.
 
Also of note, we put the 8-building Airport Business Park in Memphis and a warehouse in Columbus, Ohio under
defini8ve agreement in late July totaling $11.5 million combined. We would expect these acquisi8ons to close in the
next week or two now that our credit facility is in place. The business park in Memphis is located near FedEx’s Global
Superhub, UPS’s second largest U.S. facility and Burlington Northern’s major intermodal yard. The ini8al yield was
underwriAen based solely on the current occupancy of 50%. By leveraging this excellent loca8on, a proac8ve leasing
approach and our basis in the property, we expect to drive up occupancy over the next 12 months and increase our
returns.
 
As many of you know, we like Columbus a lot and were pleased to add to our presence in this market with this 100%
leased warehouse in the Southeast submarket – Columbus’ top performing market. We have two great tenants there
who have less than 4 years of lease term remaining and their rents are below current market. We also have the ability
to get creative with the extra acreage on site with either outside storage or possible expansion space.
 
Our pipeline is constantly evolving, but it looks a lot like these recent acquisi8ons and our ini8al por@olio. We expect
to expand into similar high growth, select primary and secondary markets using the liquidity on our balance sheet and
credit facility as well as UPREIT transac8ons. The pipeline is roughly $370 million in size with a mix of one-off
acquisi8ons and smaller por@olios. We’re s8ll targe8ng yields in the range of 7.5% to 9.5%, and we’re paying par8cular
aAen8on to opportuni8es where we can use our exper8se in leasing and asset management to drive rent growth. We
are on the road quite a bit these days, and we’re seeing a lot of mo8vated sellers out there who find our ability to use
UPREIT structures as an attractive alternative or to complement all-cash transactions.
 
At this point, I’ll turn it over to Dan to discuss our financial results…
 
Dan Wright:
 
Thank you, Pen.
 
Our second quarter results were consistent with what we an8cipated in our S-11, and the ac8vity since the closing of
our IPO has set us up well to deliver even better results over the second half of the year and going into 2018.
 
I would like to remind everyone that both our current and prior period results are not yet meaningful because of the
effects of our mid-June IPO, the resul8ng changes to our capital structure, and the lag effect of our recent acquisi8ons
that will begin to show up in the third quarter results. We would expect the full impact of this ac8vity to be reflected in
our fourth quarter results. Rather than read through the earnings release, I’m going to confine my comments this
morning to the second quarter and how you can best pro forma our financials going forward. The Form 10-Q we are
filing today will also provide more details to supplement this discussion.
 
As we look at the actual second quarter results, I would note that:
 
· Our net loss of $1.26 per weighted average share was of course heavily influenced by interest expense, elevated

general and administrative costs related to the IPO and related transactions that were non offering costs and the
weighted average share count further reflected only a partial month of issued and outstanding shares.

 
· NOI was up slightly to $3.5 million as the revenue increase from higher rental rates achieved on renewal and new

leasing activity along with scheduled rent increases.



 
· EBITDA was down slightly to $2.2 million primarily as a result of the higher professional services expenses related to

the IPO and related transactions referred to previously as part of the G&A.
 
· FFO and AFFO – which again isn’t meaningful for this quarter – was a negative $0.6 million but a significant

improvement from last year due to the reduction in interest expense
 
We completed the IPO on June 14 and issued an aggregate 2.9 million shares of common stock. We then issued
another 160,000 shares on July 12 as part of the underwriters’ exercise of their overallotment op8on. This results in an
expected weighted average outstanding shares of approximately 3.8 million shares for the third quarter. That would
include the 263,000 shares issued to Torchlight in a private placement concurrent with the IPO. When we fully account
for the diluted share count that will increase with the issuance of the OP units in the Shadeland transac8on, our
weighted average count on a diluted basis would be approximately 4.2 million shares going forward.
 
With the net proceeds from the IPO received, we used $20 million to redeem Torchlight’s non-controlling interest,
which leS us with $34 million to deploy into new acquisi8ons and for working capital. As Jeff described earlier we
wasted no 8me in puZng that capital to work. As of today, we have u8lized approximately $28 million of those
proceeds on acquisitions and working capital needs.
 
With our announcement earlier this morning, we have supplemented that capital base with the $35 million KeyBank
credit facility with aArac8ve pricing and the ability to expand that facility up to $75 million. We currently have $8.8
million outstanding on the line of credit and will have greater access to it as we add in more proper8es to the
borrowing base.
 
The credit facility also provides a considerable amount of flexibility in our capital structure. In addi8on to the revolver,
we have a $120 million loan with AIG and a $30 million mezzanine loan with Torchlight that both mature in October
2023. Our debt metrics are currently a bit higher than we would expect on a normalized basis due to recently
comple8ng our IPO and the fact that our quarterly results won’t start reflec8ng the benefit from deploying our capital
into accre8ve transac8ons un8l late in the third quarter and fourth quarter. However, we would expect that improved
financial performance to be recognized as we move forward through the back half of the year and ul8mately drive
down our leverage.
 
In the interim, we are pursuing crea8ve financing structures such as joint ventures and the use of UPREIT transac8ons
to grow the por@olio and our cash flows. The Shadeland transac8on that closed Friday is great example of using those
OP units to work with motivated sellers. We are having similar conversations with other opportunities in our pipeline.
 
Before I close, I think it’s beneficial to look ahead at what impact we can expect to see of both normalized results post-
IPO in several line items on our P&L and the benefit from the recent acquisi8ons. While we are not providing guidance
at this time, I believe the following color should help in modeling of future results:
 

· The 4 acquisi8ons completed or about to be completed since the IPO should add approximately $5.1 million of
annualized revenues. These acquisi8ons were acquired at a weighted average ini8al cash yield of approximately
9%. Again, we should see a full impact of that addi8onal revenue plus reimbursements in the fourth quarter and
phasing in during the last month of the third quarter. We should also con8nue to see higher revenues in the
second half of the year as we benefit from subsequent acquisi8ons and the rent roll ups in leases we’ve seen
through the first half of the year.

 
· G&A expenses in the second quarter reflected quite a few one-8me expenses related to the offering, but we will

have ongoing public company expenses. Run rate for us on G&A would be in the range of $700,000 to $730,000
per quarter excluding certain non-cash expenses such as stock based compensation.

 



· Deprecia8on and amor8za8on will 8ck up due to the addi8on of the $54.4 million in acquisi8ons we’ve
completed or are about to complete with a phase in during Q3 and then the full effect in Q4.

 
· Acquisi8on expenses were fairly immaterial in the second quarter and related primarily to costs incurred for deals

the Company decided not to pursue. Recent accoun8ng pronouncements provide that certain real estate
transac8ons may now be accounted for as acquisi8ons as opposed to business combina8ons with the primary
result of that change being that acquisition expenses going forward will be capitalized as opposed to expensed.

 
· With all of these puts and takes, we would expect a same-store NOI growth in the range of 2.1-2.4% in the second

half of the year which would get closer to our longer term target of 4-5% growth.
 
· ASer factoring in the acquisi8ons, we would expect to get close to a normalized FFO/AFFO quarterly run rate of

$0.31 and $0.30 by year end – based solely on what we’ve completed to date.
 
Hopefully this commentary is beneficial for looking at our results on a more normalized basis. When we report Q3
results in November, we would expect to have a lot more visibility on the substan8al posi8ve impact on our results
from our growth investments and provide even more clarity on what our 2018 results should look like.
 
Jeff, I’ll turn it back to you for closing remarks.
 
Jeff Witherell
 
Thanks, Dan. The growth we’re expec8ng over the next 12 months is preAy significant. The law of small numbers
should work in our favor as the rent increases in the exis8ng por@olio and the addi8on of $5.1 million in annualized
revenue from new acquisi8ons starts to flow through our results. As I men8oned earlier, we have a sizable opportunity
coming up at year end as we release the Pier 1 space in early 2018 but we are well posi8oned there with a great
property and strong local demand. We look forward to repor8ng con8nued progress on our growth strategy and
getting the most out of our portfolio with strong leasing results and proactive asset manager.
 
Thanks, everyone. Operator, we’re ready to take questions.
 


