— AN

= A=\
Company: AFC Gamma, Inc. Nasdaq: AFCG
Industry:  Cannabis Investments URL: https://afcgamma.com/
Price (10/02/2023 close): US$ 11.22/share Market Cap: ~US$ 250 million

NON-CASH PAYMENT-IN-KIND REVENUES

DELAYED INVESTMENT LOSSES

EXORBITANT FEES PAID TO AFC MANAGEMENT
SIMILAR FIFTH STEET SCHEME RINSE AND REPEAT
“INDEPENDENT” DIRECTORS ARE FIFTH STEET CRONIES
ADDITIONAL FINANCIAL RED FLAGS
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AFC Gamma, Inc. (“AFCG”) is a real estate investment trust (“REIT”) with a US$ ~400 million loan portfolio concentrated
amongst multi-state cannabis operators collateralized by cultivation facilities, cannabis licenses & real estate. AFCG
attracted conservative investor interest using a mid-teens yield shareholder dividends.

AFCG is 100% externally managed by AFC Management (“AFCM”), a related party privately owned by AFCG’s largest
shareholder, CEO & Chairman Leonard M. Tannenbaum (“Tannenbaum?).

We think that AFCG materially overstated AFCG’s investment income and understated portfolio losses in order to pay out
exorbitant fees to Tannenbaum’s AFCM at the expense of AFCG shareholders.

¢ Non-Cash Payment-In-Kind Revenues: PIK interest was substituted for cash in order to artificially inflate AFCG net
income. In the past 3 years, AFCG increasingly recorded payment-in-kind interest income (“PIK interest”) instead of
collecting cash interest payments from its loan portfolio borrowers. In 2022, AFCG’s non-cash PIK interest was 10% of
net income. As of 2Q’23, PIK interest accounted for 37% of AFCG net income.

o Delayed Investment Losses: AFCG was slow to recognize losses to one of its largest credit facility (~20% loan portfolio)
in order to maintain inflated asset valuations and exorbitant cash fees paid to Tannenbaum’s AFCM. AFCG recklessly
lent out capital in an effort to grow management fees paid to AFCM, which led to poor underwriting and poor investments.

o Exorbitant Cash Fees to AFCM: In past three years since AFCG acquired its initial loan portfolio from Tannenbaum,
AFCG paid AFCM $US 54.5 million in compensation and expense reimbursement for a concentrated US$ ~400 million
loan portfolio. In 2022, AFCM was paid annual fees and expenses of US$ 19.7 million, equal to 5.3% of loans under
management. In the first 6 months of 2023, AFCG paid fees and expenses of US$ 9 million to AFCM, equal to 4.9% of
loans outstanding.

We question the authenticity of AFCG’s purported cash balance. On December 30, 2021, AFCG borrowed US$ 60 million
from Tannenbaum which was repaid two (2) business days later on January 3, 2022. On December 28, 2022, AFCG
borrowed $60.0 million only to be repaid four (4) business days later on January 3, 2023. Why would AFCG take sizeable
short-term loans for less than a week at CYE its first two years in a row as a public company?!?

Other red flags exist. AFCG misled investors about the independence of its board of directors, audit, and valuation
committee members. In 2018 the SEC found Tannenbaum guilty of misleading investors using a similar scam which resulted
in substantial losses for shareholders.

AFCG’s dividends exceeded cash from operations since inception. AFCG has not repurchased shares despite trading at a
discount to book value. In 1H’23, AFCG repurchased 10% of its 2027 Senior Notes at a 22% discount to par value which
to us suggests a significantly lower price for AFCG’s common equity.

We expect a decline in AFCG net asset values and a lower shareholder dividend from insufficient cash from operations and
rising credit losses. We are short AFCG and think that its stock price is going significantly lower...

THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS. WE ARE SHORT. WE ARE BIASED. DO YOUR OWN WORK. Use Bonitas Research
LLC’s research opinions at your own risk. You should do your own research and due diligence before making any investment decisions. We have a short
interest in AFC Gamma ($AFCG) stock and stand to realize significant gains in the event that the price of such instrument declines. Please refer to our full
disclaimer located on the last page of this report.
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NON-CASH PAYMENT-IN-KIND REVENUES

PIK interest was substituted for cash in order to artificially inflate AFCG net income and assets while maintaining
exorbitant cash fees paid to AFCM.

AFCG told investors to expect ~90% of AFCG’s revenues from cash receipts. AFCG’s 2022 10-K disclosed its
principal cash interest rate at 14.1% versus PIK of 1.5% (~90% = 14.1/(14.1+1.5)).1

In 1H’23, however, instead of collecting cash interest expenses as revenues, AFCG accrued PIK interest to outstanding
loan balances, making a substantial portion of its revenues non-cash PIK instead of cash receipts.

AFCG changed the terms of its underlying loans to include more PIK interest which artificially inflated AFCG net
income by overstating revenues and understating losses.

AFCG included PIK interest in taxable income which increased the dividend paid to shareholders even though AFCG
had not yet collected the cash.

PIK interest equaled 85% of AFCG’s cash from operations and 37% of net income as of 1H’23, up from 28% and
10% as of 2H’20, respectively.

To us, AFCG?’s artificially inflated net income in order to overpay Tannenbaum’s AFCM.

INCREASING NON-CASH PAYMENTS-IN-KIND
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net income 4,313,632 21,000,497 35,932,397 22,160,607
Payment-in-kind interest (422,408) (4,534,370) (8,369,127) (8,109,786)
Net cash provided by (used in) operating activities 1,518,856 9,538,562 31,321,973 9,528,462
PIK as % of cash from operations 28% 48% 27% 85%
PIK as % of Net Income 10% 22% 23% 37%

"https://www.sec.gov/ix?doc=/Archives/edgar/data/1822523/000182252323000006/afcg-20221231.htm

Source: SEC Filings
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DELAYED INVESTMENT LOSSES

AFCG allowed borrowers to substitute cash interest for PIK interest to avoid loan default.

AFCG did not adjust its loan investment carrying values despite non-accrual status, resulting in higher net income and
higher purported equity, resulting in higher fees paid to AFCM.

AFCG’s 2Q’23 balance sheet maintained par valuations for nearly all investments which equated to higher fees paid
to AFCM.

Ultimately we believe that AFCG made poor investments because business quality was not primary to the scheme.
Instead, AFG looked for ways to allocate capital to justify fees paid to Tannenbaum’s private external manager,
AFCM.

AFCG’s loan portfolio is highly concentrated. As of CYE’22, AFCG had loans to 12 different borrowers, and AFCG’s
top 4 borrowers represented ~71% of AFCG’s loan principal balance.? As of June 30, 2023, AFCG’s top four
borrowers represented ~75% of aggregate outstanding principal balances.®

AFCG historically listed its investments on its website.
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In its most recent prospectus, AFCG disclosed “Additional Bring Down Comfort Letters” which included audited
financial statements for AFCG’s top 4 borrowers. One top 4 borrower is the Subsidiary of Private Company G, JG
Holdco LLC, a.k.a Justice Cannabis Co. (“Justice”). AFCG invested ~US$ 75 million into Justice, ~20% of AFCG’s
outstanding loan portfolio as of CYE’22.4

AFCG’s 2Q2023 10-Q: “(7)As amended, 75.0% of Subsidiary of Private Company G’s monthly cash interest was
paid in kind from December 1, 2022 to May 1, 2023... As of June 1, 2023, Subsidiary of Private Company G was
placed on non-accrual status with an outstanding principal amount of approximately $79.0 million with a related
current expected credit loss reserve recorded of approximately $8.3 million.”®

Evidence suggests that AFCG could have placed Justice into non-accrual status much earlier. AFCG’s prospectus
included financial statements for Justice’s parent, JG HoldCo LLC, which revealed significant historical operating
losses in 2020. Instead, AFCG made multiple subsequent investments into Justice and modified its repayments from
cash to PIK in December 2022.

In our opinion, lending US$ 75 million to a business with US$ 36 million in assets, negative book value, $US 17
million in annual sales, US$ 6 million in annual gross profit, and US$ 7 million in losses is a bad investment idea.

Despite non-accrual status of a top 4 investment, AFCG did not increase its current expected credit losses on its 2Q’23
10-Q balance sheet.

As of June 30, 2023, AFCG reported US$ 369 million in loan investments, net of expected credit losses of US$ 13
million. In 1H’23, AFCG recorded less than US$ 2 million in unrealized losses and less than US$ 1 million in
provisions for credit losses.®

We think AFCG’s actual investment losses are significantly higher evidenced by operating businesses laden with
operating losses and tax liabilities.

JG HoldCo LLC and Related Entities. JG HoldCo LLC and Related Entities
Consolidated and Combined Statement of Operations
Consolidated and Combined Balance Sheet
Year Ended December 31, 2020
December 31, 2020
Net sales $17.112,6%
Assets Costs of goods sokd 11,167,505
Current assets Gross profi 5,945,191
Cash and cash equivalents § 893615
Accounts receivable, net of allowance of $16,593 489,789
Other receivables 9,609 g
Accrued rental income 84,794 General and administrative expenses 9,583 607
Inventory 2,827,916
Prepaid expenses 1,075,590 Total operating expenses 9,583,607
Total current assets 5,381,313
Other income (expense)
Property and equipment rant ncoms 579
Property and equipment, net of accumulated depreciation of 1,266,077 28628124
Interest expense (1.956.990)
Other assats Rental income 31670
Other intangible assets 120,360 Loss on disposal of fixed asset (584.662)
Related party receivables 1,921,513 Other income 240672
Security deposits 113,609 Total other expense (2.270.731)
Deposit — long-term investmeant 25000 [ —— 1.387 765
Deferred tax asset, net 368,550
Net loss 7.296.912)
Total other assets 2,569,032 !
Less net loss attributable to noncontrofling interests —_(157.359)
Total assets $36.578 469 Loss atinibutable to JG Holdco LLC and Related Entities $(7.139.553)

Source: https://www.sec.gov/Archives/edgar/data/1822523/000114036122000864/ny20001242x11 424b4.htm

Another significant investment of US$ ~80 million was made into Private Company A, Devi Holdings, Inc. Nature’s
Medicine (“Nature’s Medicine”).”

Nature’s Medicine financial statements revealed a cash burning business in need of external financing.

* https://www.sec.gov/Archives/edgar/data/1822523/000114036122000135/ny20001242x5_ex1-1.htm
https://www.sec.gov/Archives/edgar/data/1822523/000114036122000864/ny20001242x11 424b4.htm

® https://www.sec.gov/ix?doc=/Archives/edgar/data/1822523/000182252323000024/afcg-20230630.htm
® https://www.sec.gov/ix?doc=/Archives/edgar/data/1822523/000182252323000024/afcg-20230630.htm
" https://www.newcannabisventures.com/tag/devi-holdings/
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DEVI HOLDINGS, INC. DEVI HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts expressed in thousands of United States dollars, except share data) (Amounts expressed in thousands of United States doliars, except share data)
For the year ended
December 31, 2020 2018
2020 018 CASH FLOW FROM OPERATING ACTIVITIES
Netloss (148000 S (7.675)
Revenue, net of discounts 576,340 B45182 Netloss from discontinusd operations, net of fax 374 801
Cost of gonds sold (36.744) (18.945) Adjustments 1o reconcile net loss 1o net cash from operating activities
Gross profit 39,59 _26.236 Depreciation 1,669 1,050
Operating expenses Amortization of debt issuance cost related to related party PIK | 3325 488
General and administrative 23,500 21,077 Amaortization of right-of-use asssts 844 290
Selling and marketing 1812 1,206 Change in investment (3.274) 675
Share-based compensation 10,986 — Loss on disposal of property, plant and equipment, net 154 56
Depreciation 1458 1.050 Provision for bad debls 5 200
) Share-based compensation 10,987
Total operating expenses 37,456 23,333
Changes in operating assets and liabilifies
Operating income: 2,140 2903 Accounts receivable 437 (553)
[T [ G Prepaids and other current assets (s24) (1.073)
Loss on disposal of assets (120 (8) Inventory (4,681) (374)
Income (loss) from equity method investments 3274 (675) Accounts payable and accrued liability and other liablities 3232 4,347
Other income a6 79 Qperating lease liability 301) (173)
Interest income 156 207 NET CASH PROVIDED IN CONTINUING OPERATING (2,953) (1,981)
Interest expense (5,248) (1,708) NET CASH PROVIDED (USED) IN DISCONTINUED 115 4
Amortization of debt costs related to related party FIK loan (3.325) = NET CASH PROVIDED IN OPERATING ACTIVITIES (2,838) (1,957)
Income (loss) before taxes and non controlling interest (3.028) 800 2151 L T PR LESLE SEL ITES
oo e 11,198) 7.674) Acquisition of business, net of cash acquired (2,042) (3,790}
. o Purchase of property, plant and equipment (19,223) (18.238)
Loss from continued operations before non controlling interest (14,226) (6.874)
e e pra— 0 = p— s Purchase of intangible asset — (1,050)
st loss Trom discontinued operafions, nel oftax — B — (800 Issuance of notes receivable — (@51)
Net loss before nen controlling interest (14,600) (7.675) Distributions from equity method investments 2813 _
Netincome afiribuled lo non controlling interest _8.047 10312 Net cash used in investing activities from discontinued operations 12) (433)
Net loss atfributed to Devi Holdings, Inc. $(23.847) $(17.987) NET CASH USED IN INVESTING ACTIVITIES (18,464) (24.463)

Source: https://www.sec.gov/Archives/edgar/data/1822523/000114036122000864/ny20001242x11 424b4.htm

Verano Holdings Corp. (“Verano”) (CSE: VRNO) (OTCQX: VRNOF) (https://www.verano.com/) stock price is down since
January 2022.

Acreage Holdings, Inc. (“Acreage”) (CSE: ACRG.A.U, ACRG.B.U)
(https://www.acreageholdings.com/) stock price is down since December 2021.

(OTCQX: ACRHF, ACRDF)

Curaleaf Holdings, Inc. ("Curaleaf") (CSE: CURA) (OTCQX: CURLF) (https://curaleaf.com/) stock price is down
since January 2020.

TerrAscend Corp. ("TerrAscend") (TSX: TSND) (OTCQX: TSNDF) (https://terrascend.com/) stock price is down
since December 2020.

Acreage Curaleaf |Terrascend

2022

("ACRHF")

("CURLF")

("TSNDF")

Total Revenues

237.1

1,336.3

247.8

Gross Profit

101.7

579.0

101.5

Total Net Income

(139.9)

(155.1)

(32.2)

Cash & Equivalents

24.1

163.2

29.8

Total Assets

360.6

3,397.9

701.6

Total Liabilities

320.4

1,997.1

380.4

Accumulated Deficit

(699.1)

(859.6)

(618.3)

Total Equity

40.2

1,400.8

321.2

Source: SEC Filings
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EXORBITANT FEES PAID TO AFC MANAGEMENT

We think that AFCG artificially inflated net income and understated investment losses to overpay Tannenbaum’s
AFCM.

AFCM’s investment management contract with AFCM included two primary mechanisms for compensation along
with significant a expense reimbursement budget. Firstly, AFCM’s base management fee was calculated as a % of
AFCG Equity. Secondly, AFCM’s incentive compensation as a % of AFCG Net Income.

In addition, AFCM received expense reimbursement, agency commissions on AFCG invested capital, co-invested
principal in certain select AFCG investments, and has a termination fee equal to three times the sum of previous twelve
month fees paid.®

In the five months ending CYE’20, total cash expenses paid to AFCM was US$ 1 million. For the past twelve months,
cash fees averaged US$ ~1.5 million per month.°

In the three years ending June 30, 2023, AFCG paid AFCM a total of US$ 40.4 million in fees and reimbursed
expenses.

As of 2Q°23, AFCG paid ~5% of its loan balance annually to AFCM.°

AFCM Annual Expenses Paid as % of AFCG Loans Outstanding

6.0%
%
20% 4.9%
4.0%
a,
3.0% 3.2%
5%

2.0%

1.0%

0.0%

2020 2021 2022 202023
2020 2021 2022(2Q2023

Loans Outstanding 83,338,485 | 334,358,845 | 373,085,739 | 368,604,018
fees and expenses paid to AFCM 2,071,598 | 10,640,586 | 19,741,562 18,001,882
as % 2.5% 3.2% 5.3% 4.9%

Source: AFCG SEC Filings

8
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10 https://www.sec.gov/ix?doc=/Archives/edgar/data/1822523/000182252323000024/afcg-20230630.htm
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SIMILAR FIFTH STEET SCHEME RINSE AND REPEAT

Predating AFCG, Tannenbaum operated a similar scheme that artificially inflated net income and assets.

In 2015, the SEC alleged violations regarding asset valuations at Fifth Street Finance Corporation using Fifth Street
Management LLC (“Fifth Street”).

On December 3, 2018, the SEC found that Tannenbaum’s Fifth Street materially overstated assets and net income.
The debacle culminated in a host of lawsuits against Tannenbaum as well as an SEC investigation.
Using insurance money, Fifth Street settled the lawsuits out of court.

Fifth Street was eventually dissolved and remaining assets from both companies were sold to Oaktree Capital
Management (FSAM liquidation financials).*

Investment Adviser Settles Charges
Related to Expense Misallocation and
Valuation Review Failures

ADMINISTRATIVE PROCEEDING
File No. 3-18g09

December 3, 2018

The Secunfies and Exchange Commission announced today that Fifth Street Management LLC,
formerly an SEC-registered investment adviser based in Greenwich, Connecticut, has agreed to
setfle charges relafing to the misallocation of certain expenses to its business development
company clients and failing to reasonably conduct the guality control reviews of its business
development company clients’ quarterly valuation models, causing one client to materially overstate
its net income.

According to the SEC's Order, Fifth Sireet Management LLC improperty allocated fo its clients
51,327 405 in rent, other overheard, and compensation expenses that Fifth Street Management
LLC should have paid. Fifth Street Management LLC also failed to conduct in a reasonable manner
the reviews of its clients’ quarterly valuation models, resulting in one client overvaluing two porifolio
companies. This caused the client's financial statements for the periods ended March 31, June 30,
and September 30, 2014, to materially misstate net income and eamings per share. While the
March 31 and June 30, 2014 materially misstated financial statements were outstanding, the client
issued overvalued shares to the public.

The SEC's Order finds that Fifth Street Managesment LLC violated the antifraud and policies and
procedures provisions of Sections 2044, 208(2), 206(4), and 207 of the Advisers Act and Rules
208(4)-7(a) and 206(4)-8{a)(2), thereunder. The SEC's Order further finds that Fifth Sireet
Management caused a client's violation of the anfifraud provision Section 17(a)(2) of the Securities
Act of 1933, and caused its clients’ violations of the reporting, books and records, and internal
controls provisions of Securities and Exchange Act of 1934 and the Investment Company Act of
1940. The Commission ordered Fifth Street Management LLC to cease-and-desist from committing
of causing any violations of the aforementioned provisions. The Commission also censured Fifth
Street Management LLC and ordered it to pay disgorgement in the amount of $1,89%,115,
prejudgment interest in the amount of $334,545, and a civil money penalty of 51,650,000. Finally,
the SEC's Order created a Fair Fund pursuant to the Sarbanes-Oxley Act of 2002 for the
disgorgement, prejudgment interest, and penalty.

Source: https://www.sec.gov/enforce/33-10581-s
Court Order: https://www.sec.gov/files/litigation/admin/2018/33-10581.pdf

™ http://www fifthstreetfinance.com/wp-content/uploads/FIFTH-STREET-ASSET-MANAGEMENT-INC-Financial-Statement-FYE-12-11-
2020.pdf
http://www_fifthstreetfinance.com/wp-content/uploads/FIFTH-STREET-ASSET-MANAGEMENT-INC-Financial-Statement-FYE-12-31-2019.pdf
http://www fifthstreetfinance.com/wp-content/uploads/FIFTH-STREET-ASSET-MANAGEMENT-INC-Financial-Statement-FYE-12-31-2018.pdf
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“INDEPENDENT” DIRECTORS ARE FIFTH STEET CRONIES

Evidence shows that AFCG’s Board of Directors and AFCM’s Investment Committee include many loyal lieutenants
from Tannenbaum’s previous Fifth Street scheme.

“Our Board has determined that Mr. Harrison, Mr. Frank, Mr. Tzur, Mr. Levy and Ms. Bond meet the independence
standards as set forth by the rules, regulations and listing standards of the Nasdaq Stock Market and the applicable
rules of the SEC. "2

Alexander Frank (“Frank™) is listed as an AFCG independent director and is the Chairman of AFCG’s Audit &
Valuations Committees.

Frank was the Chief Operating Officer and Chief Financial Officer of Fifth Street from the time of its initial public
offering in 2014 to its sale to Oaktree in 2017.

Frank was mentioned as a co-defendant in a lawsuit brought by the SEC against Tannenbaum for his role in Fifth
Street.!?

Thomas Harrison (“Harrison”) is listed as an AFCG independent director, Chair of AFCG’s compensation committee,
and a member of AFCG’s Audit & Valuation committees.

Harrison is also a lead director of Fifth Street.1
Jodi Hanson Bond (“Bond”) is listed as an AFCG independent director.
Bond served as a director at Fifth Street since 2017.1°

AFCM’s Investment Committee is comprised of Leonard Tannenbaum, Bernard Berman (“Berman”), Robyn
Tannenbaum (“Robyn”), and (previously) Jonathan Kalikow.

Berman is the President and Authorized signatory for AFCG counterparties.

Berman was the Chairman of Fifth Street.'®

Robyn was investor relations for Fifth Street before becoming Leonard M. Tannenbaum’s third wife.
Robyn is now a primary scheme cohort as the second-largest shareholder of AFCM.

Jonathan Kalikow resigned from AFCG and AFCM on September 11, 2023.%

To us, the evidence clearly shows that AFCM’s board and AFCG’s investment committee are comprised of cohorts
from Tannenbaum’s previous Fifth Street scheme.

2 https://www.sec.gov/Archives/edgar/data/1822523/000114036120029565/nt10017017x2_s11.htm

%2 https://www.sec.gov/Archives/edgar/data/1822523/000114036123016214/ny20007151x1_defl4a.htm

4 https://www.sec.gov/Archives/edgar/data/1822523/000114036123016214/ny20007151x1_defl4a.htm

' https://investors.afcgamma.com/corporate-governance/board-of-directors

%8 https://www.bloomberg.com/press-releases/2017-04-05/fifth-street-finance-corp-announces-leadership-transition
" https:/iwww.sec.gov/ix?doc=/Archives/edgar/data/1822523/000182912623006051/afcgammainc_8k.htm
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ADDITIONAL FINANCIAL RED FLAGS

(1) Unsustainable Dividend
Since inception, AFCG’s shareholder dividends paid exceeded AFCG’s cash from operations.

On July 22, 2022 the SEC asked questions about AFCG’s status as a REIT because its net income was derived from a non-
cash source of income.

We note your disclosure on page F-11 that to maintain the Company’s status as a

REIT, payment-in-kind interest, a non-cash source of income, must be paid out to
stockholders in the form of dividends for the year earned, even though the Company has
not yet collected the cash. We further note your dividends paid to stockholders exceeded
the net cash provided by operating activities. To the extent your dividends were not paid
out of operating cash flows, please tell us what consideration you gave to disclosing the
source of your dividend payments.

Source: https://www.sec.gov/Archives/edgar/data/1822523/000000000022007693/filenamel.pdf

AFCG’s response is that it relied on “an “original issue discount” (“OID”) and interest reserves released into
revenues recorded as a reduction in the loan funded in the investing section cash flows.”*8

The result is an arbitrary reduction in loan balance owed by a particular borrower to appease SEC reported dividend
payout ratios. Reducing cash from investing to pay for dividends is not sustainable and further obfuscates the true
operating performance of AFCG’s investment portfolio.

(2) Questionable Cash Balance

Oddly, for two years in a row, AFCG took sizeable short-term loans in December only to be immediately repaid the
first week of January the following calendar year.

On December 30, 2021, AFCG borrowed US$ 60 million from Tannenbaum which was repaid two (2) business days
later on January 3, 2022. On December 28, 2022, the Company drew $60.0 million only to be repaid four (4) business
days later on January 3, 2023.

Why would AFCG take sizeable short-term loans for less than a week at CYE its first two years in a row as a public
company?!?

We suspect foul play and AFCG needed to reconcile its year end cash balance to appease its annual audit.

Since its IPO, AFCG used CohnReznich LLP as auditor. In June 2022, CohnReznick LLP was fined by the SEC for
auditing deficiencies of a different client.*®

(3) AFCG 2027 Senior Notes Valued at 77.5% of Par

During the six months ended June 30, 2023, AFCG repurchased $10.0 million in principal amount of its 2027 Senior
Notes at 77.4% of par value, plus accrued interest.?

Why were the notes purchased at a 22% discount to par value? Who did AFCG repurchase the notes from? Were the
2027 Senior Notes offered to third parties or was AFCG the sole bidder? Regardless, the mark is an indication that
AFCG’s 2027 Senior Notes are valued at 22% below par.

Why buy AFCG’s common equity if investors can buy 2027 Senior Notes for the same discount?

18

https://www.sec.gov/Archives/edgar/data/1822523/000182912622014759/filenamel.htm
% https://www.sec.gov/news/press-release/2022-102

2 https://www.sec.gov/ix?doc=/Archives/edgar/data/0001822523/000182252323000024/afcg-20230630.htm
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DISCLAIMER

We are short sellers. We are biased. So are long investors. So is AFC Gamma, Inc. (AFCG). So are the banks that raised money for AFCG. If you
are invested (either long or short) in AFCG, so are you. Just because we are biased does not mean that we are wrong. We, like everyone else, are
entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our opinions about the public
companies we research is in the public interest.

This report and all statements contained herein are the opinion of Bonitas Research LLC (“Bonitas”), a Texas limited liability company, and are
not statements of fact. Our opinions are held in good faith, and we have based them upon publicly available evidence, which we set out in our
research report to support our opinions. We conducted research and analysis based on public information in a manner that any person could have
done if they had been interested in doing so. You can publicly access any piece of evidence cited in this report or that we relied on to write this
report. Think critically about our report and do your own homework before making any investment decisions. We are prepared to support everything
we say, if necessary, in a court of law.

To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained from public sources we believe
to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or who may otherwise owe any fiduciary
duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis, we spend considerable time and attention in
an effort to ensure that our research analysis and written materials are complete and accurate. We strive for accuracy and completeness to support
our opinions, and we have a good-faith belief in everything we write, however, all such information is presented “as is,” without warranty of any
kind—whether expressed or implied.

As of the publication date of our reports, Bonitas and Bonitas related persons (along with or through its principles, officers, directors, employees,
members, clients, investors, consultants and/or agents) have a short position in the stock (and/or options, swaps, and other derivatives related to
these securities) and therefore will realize significant gains if the price of such securities decline. Bonitas and Bonitas related persons are likely
to continue to transact in these securities for an indefinite period after initial publication of this report, and such position(s) may be long, short, or
neutral at any time hereafter regardless of our initial position(s) or investment opinion. One or more Bonitas Related Persons may have provided
Bonitas with publicly available information which Bonitas may have considered while conducting our research.

You agree that use of Bonitas reports is at your own risk. You should do your own research and due diligence before making any investment
decision with respect to the securities covered herein. The opinions expressed in this report are not investment advice nor should they be construed
as investment advice or any recommendation of any kind.

Bonitas makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regards to
the results to be obtained from its use. All expressions of opinion are subject to change without notice, and Bonitas does not undertake to update
or supplement any reports or any of the information, analysis and opinion contained in them.

This report should only be considered in its entirety. Each section should be read in the context of the entire report, and no section, paragraph,
sentence, or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report. The section headings
contained in this report are for reference purposes only and may only be considered in conjunction with the detailed statements of opinions in their
respective sections.

This is not an offer to sell or a solicitation of an offer to buy any security. Bonitas is registered as an exempt reporting advisor in the State of Texas.
Bonitas does not render investment advice to anyone unless it has an investment adviser-client relationship with that person evidenced in writing.
You understand and agree that Bonitas does not have any investment advisory relationship with you or does not owe fiduciary duties to you. Giving
investment advice requires knowledge of your financial situation, investment objectives, and risk tolerance, and Bonitas has no such knowledge of
you.

In no event shall Bonitas or Bonitas related persons be liable for any claims, losses, costs, or damages of any kind, including direct, indirect,
punitive, exemplary, incidental, special, consequential damages, arising out of or in any way connected with any information on this website. This
limitation of liability applies regardless of any negligence or gross negligence of Bonitas or Bonitas related persons.

If you are in the United Kingdom, you confirm that you are subscribing and/or accessing Bonitas’ research and materials on behalf of: (A) a high
net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust) falling within Article 49 of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an investment professional (e.g., a financial institution, government or
local authority, or international organization) falling within Article 19 of the FPO.

Bonitas makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or with regard to the
results to be obtained from its use. All expressions of opinion are subject to change without notice, and Bonitas does not undertake a duty to update
or supplement this report or any of the information contained herein. By downloading and opening this report you knowingly and independently
agree: (i) that any dispute arising from your use of this report or viewing the material herein shall be governed by the laws of the State of Texas,
without regard to any conflict of law provisions; (ii) to submit to the personal and exclusive jurisdiction of the superior courts located within the
State of Texas and waive your right to any other jurisdiction or applicable law, given that Bonitas is a Texas limited liability company that operates
in Texas; and (iii) that regardless of any statute or law to the contrary, any claim or cause of action arising out of or related to use of this website
or the material herein must be filed within one (1) year after such claim or cause of action arose or be forever barred. The failure of Bonitas to
exercise or enforce any right or provision of this disclaimer shall not constitute a waiver of this right or provision. If any provision of this disclaimer
is found by a court of competent jurisdiction to be invalid, the parties nevertheless agree that the court should endeavor to give effect to the parties'
intentions as reflected in the provision and rule that the other provisions of this disclaimer remain in full force and effect, in particular as to this
governing law and jurisdiction provision.
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