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Current Price (4/28/22) $18.72 

Valuation $25.00 

 
OUTLOOK 

 

SUMMARY DATA 
 

Risk Level Low, 

Type of Stock Small-Value 
Industry Real Estate Ops 
  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

TRC has expanded a relationship with development 
partner Majestic Realty, which we view as a positive 
that underscores the strategic advantages of TRC’s 
land holdings. The two partners are developing an 
industrial facility at the TRCC that is planned to be 
roughly 630k square-feet and are also developing up to 
495 apartment units adjacent to the Outlets at Tejon. 
The residential project is expected to provide much 
needed housing. Kern County, like much of the state, is 
experiencing a severe housing shortage, including of 
apartment units. Construction is planned to commence 
toward the end of 2022 and the first apartment units are 
expected to become available at the end of 2023. 
  

52-Week High $21.69 
52-Week Low $14.79 
One-Year Return (%) 18.33 
Beta 0.59 
Average Daily Volume (sh) 46,366 
  
Shares Outstanding (mil) 26 
Market Capitalization ($mil) $491 
Short Interest Ratio (days) N/A 
Institutional Ownership (%) 61 
Insider Ownership (%) 22 

  

Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) 5.8 
    Earnings Per Share (%) 24.9 
    Dividend (%)   N/A 
  

P/E using TTM EPS N/A 

P/S using 2021 Estimate N/A 

P/S using 2022 Estimate N/A 
  
  
  

ZACKS ESTIMATES 
 

Revenue  
(in millions of $) 

 Q1 Q2 Q3 Q4 Year 

 (Mar) (Jun) (Sep) (Dec) (Dec) 

2019 $10.7A $8.9A $9.7A $20.3A $49.5A 

2020 $10.3A $4.8A $13.5A $9.2A $37.8A 

2021 $11.1A $16.6A $15.0A $13.0A $55.6A 

2022 $11.7E $12.4E $14.5E $18.8E $57.4E 
  

EPS / Loss Per share 
 Q1 Q2 Q3 Q4 Year 

 (Mar) (Jun) (Sep) (Dec) (Dec) 

2019 $0.00A $0.03A $0.00A $0.37A $0.40A 

2020 -$0.03A -$0.01A $0.02A -$0.00A -$0.03A 

2021 -$0.04A $0.11A $0.01A $0.13A $0.20A 

2022 -$0.02E -$0.02E -$0.04E $0.12E $0.04E 
  

Quarters might not add to annual reflecting rounding  N/A 

Disclosures on page 9.   
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TRC: Expanding Development Partnership 

Highlight Company’s Strong Prospects 

Tejon Ranch Company is a real estate-development 
company that targets maximizing shareholder value by 
monetizing its land-based assets located near Los 
Angeles and Bakersfield, CA. Housing demand and 
need for the need for increased supply chain 
warehouse and distribution infrastructure in this region 
is high. At the same time, the availability of Class A 
properties is limited. TRC continues to move forward 
with its development plans.  

Sponsored – Impartial - Comprehensive 
 

 Sponsored – Impartial - Comprehensive 
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     WHAT’S NEW? KEY POINTS 

   
 TRC is entering into strategic relationships with partners and customers as it advances its 

development plans. Importantly, in our view, the company has expanded an existing relationship with 
a development partner – notably one that has extensive experience in the real estate industry, 
particularly in California. We view the expansion of TRC’s relationship with Los Angeles-
headquartered Majestic Realty, one of the country’s largest privately-held industrial developers, as a 
positive that underscores the strategic advantages of TRC’s land holdings.  
 

 The company and Majestic are developing an industrial facility at the TRCC that is planned to be 
roughly 630,000-square-feet. The facility is expected to be completed in 3Q22. Proximity to nearby 
cities makes TRC’s assets, including the TRCC, well-situated. 

 
 In 1Q22, TRC announced a new JV with Majestic to develop up to 495 apartment units and 

associated amenities located on approximately 22 acres adjacent to the Outlets at Tejon. In addition 
to providing much needed housing for TRCC employees and people employed nearby, the project 
also is expected to drive traffic at the TRCC retail outlets.  

 
 Like much of the state of California, Kern County is experiencing a severe housing shortage, 

including of apartment units. Construction is planned to commence toward the end of 2022 and the 
first apartment units are expected to become available at the end of 2023. 

 
 TRC and Majestic’s initial partnership agreement was formed in 2016 to jointly purchase, own and 

manage an existing, fully leased, 651,909- square-foot building. The development projects noted 
above represent expansions and would seem to underscore, we believe, Majestic’s positive view of 
TRC’s development prospects.  

 
 TRC also recently announced the sale of about 12.2 acres of land on the west side of the TRCC to 

privately-held Dedeaux Properties, a logistics real estate firm in Southern California. Dedeaux cited 
the need for improved supply chain logistics in the greater Los Angeles area.  

 
 

 
      EXPANDING EXISTING DEVELOPMENT RELATIONSHIPS: POSITIVE IMPLICATIONS  

 

Tejon Ranch Company (NYSE:TRC) is laying the foundation for expected growth, with strategic 
relationships with development partners and customers. Importantly, in our view, this includes expanding 
an existing relationship with a development partner – notably one that has extensive experience in the 
real estate development industry, particularly in California. We view the expansion of TRC’s development 
relationship with Majestic Realty (see below) as a positive that underscores the strategic advantages of 
TRC’s land holdings.  

TRCC - Conveniently Located & Growing 

Proximity to nearby cities makes TRC’s assets, including the TRCC, an attractive location. The TRCC is 
a 20 million square foot development that is on both sides of Interstate 5. TRC has already developed 
almost six million square feet of industrial, commercial and retail space in the TRCC, and holds the 
leases for a number of distribution facilities for companies such as IKEA, Caterpillar Inc., Dollar General 
and others. The company has noted that TRCC’s existing industrial space is fully leased and occupied, 
but there are substantial opportunities to further develop TRCC to expand capacity. The company 
expects to have more industrial product available, as demand for warehouse, distribution, and advanced 
manufacturing facilities in southern California rises. The TRCC also has “a proven ability to deliver” 
speedy turnaround on construction.  

http://tejoncommerce.com/index.php/#news
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Given the location and proximity to nearby cities, it is well-positioned to be an important distribution point 
for commercial traffic for both south bound and north bound traffic. Most of the Tejon Ranch is bordered 
by Highway 138 on the south, Interstate 5 and Highway 99 on the west, and Highway 223 on the north. I5 
is the major (and in places the only) conduit from the Los Angeles basin north and onto the Central 
Valley. The ranch is bounded by the southern San Joaquin valley, the Tehachapi Mountains and 
Antelope valley.  

Expanding relationship with Majestic … 

Recent projects at TRCC include the construction of an industrial building at the TRCC that is planned to 
be roughly 630,000-square-feet. The company is developing this building with a joint venture partner, Los 
Angeles-headquartered Majestic Realty, as noted. Majestic Realty is one of the country’s largest 
privately-held industrial developers, according to National Real Estate Investor magazine. Originally 
established in 1948, Majestic has a long operating history. Moreover, as it is based in Los Angeles 
County, it seems likely that Majestic understands and has extensive relationships in TRCC’s local real 
estate market. The industrial facility is expected to be completed in 3Q22.  

In 1Q22, TRC announced a new JV with Majestic to develop up to 495 apartment units and associated 
amenities located on approximately 22 acres adjacent to the Outlets at Tejon. The project is expected to 
also drive traffic at the TRCC retail outlets and throughout the overall TRCC. It is expected to provide 
housing for TRCC employees and people employed nearby. Like much of the state of California, Kern 
County is experiencing a severe shortage of housing, including of apartment units. Planned amenities 
include a mixed-use town square. Construction is planned to start toward the end of 2022 and the first 
apartment units are expected to become available at the end of 2023. 

TRC and Majestic’s initial partnership agreement was formed in 2016 to jointly purchase, own and 
manage an existing, fully leased, 651,909- square-foot building. We view it as a positive that the 
development projects noted above represent expansion of an existing relationship between them. 
Following the first 2016 joint development, the two JV partners then added two additional new build 
partnerships for speculative buildings that each generated strong pre-lease activity and which remain 
fully leased.  This latest extensions of their JV relationship would seem to underscore Majestic’s positive 
view of TRCC’s development prospects.  

… and growing interest in the TRCC 

TRC also has an agreement with Indianapolis-based Scannell Properties, which had purchased 17.1 
acres in the TRCC to construct a state-of-the-art manufacturing facility for its prefabricated multifamily 
and single-family housing units, Plant Prefab. The facility is expected to begin production in January 
2023. It is expected to serve as Scannell’s regional production hub. Scannell cited the attractive location 
of TRCC as one factor behind the site selection of TRCC.  

TRC also recently announced the sale of about 12.2 acres of land on the west side of the TRCC to 
privately-held Dedeaux Properties, a logistics real estate firm in Southern California that has an extensive 
industrial portfolio of both family-owned assets and institutional partnerships. Dedeaux cited the need for 
improved supply chain logistics in the greater Los Angeles area.  

Occupancy, Expected by Mid-2022, Likely Boosted by Relative Scarcity of Class A Properties  

 

The approximately 630k-square-foot Class A industrial building is being designed for single- or multi-
tenant use and will be constructed on a speculative basis. The JV partners believe the market for Class A 
space is highly competitive, reflecting limited inventory.   

 

In general, prospective tenants have shown significant interest in the region’s limited inventory and in the 
TRCC, reflecting the location, Class-A product and economic incentives offered by Kern County, 
according to TRC. In fact, the company believes the TRCC represents a substantially more cost 
economical option compared to other properties in the L.A. basin. Moreover, management also believes 

https://www.globenewswire.com/Tracker?data=FUHguRtAuHagrHfy3UGh0HrevtD1LF6JO8b6KFNJ9HJngYlAbYHf9e0EKgSJT2p5dh6vdVraYGpaHc-yfMF4Sw==
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interest in TRCC has increased as a result of changing views of warehousing safety stock, as a result of 
disruptions to much of the general supply chain during the pandemic. The JV partners expect the building 
to be ready for occupancy by mid-2022. The TRCC has a track record of delivering speedy turnaround on 
construction.  

 

 

 
      MASTER PLAN DEVELOPMENT PROJECTS  

 

TRC has master planned mixed-use residential communities in various stages of development and other 
real estate projects in its pipeline. When its master planned developments are completed, Tejon 
Ranch will have more than 35k housing units available, 35+ million square feet of commercial / industrial 
space and 750 lodging units. 

Management believes that its development plans fulfill important needs, including addressing the need 
for more housing in California, job creation and responsible development that is coordinated with 
conservationist goals, as discussed in this report.  

Recent court rulings have been favorable for TRC’s development plans. Objections raised in a lawsuit 
filed by the Tucson, Arizona-based Center for Biological Diversity (CBD) challenging Kern County’s 
December 2019 re-approval for TRC to advance certain development plans at Tejon Ranch were 
rejected in December 2020 and an appeal in the case was permanently dismissed in 2021. 

 
Source: http://ir.tejonranch.com 

 

 

 
      RECENT RESULTS 

 

TRC reported net income of $5.3 million, or $0.20 per share in 2021. This compares to net loss of 
$740,000, or ($0.03) per share, registered in 2020. Primary factors contributing to the swing in 2021 were 
higher segment profits from the company’s commercial/industrial segment and higher contributions from 
equity in earnings from unconsolidated JVs. Respectively, these items increased by $5.1 million and $4.7 
million. The increase in commercial/industrial segment profits was attributable to two land parcels sales, 
generating an aggregate roughly $10.0 million. Reflecting higher water sales in 2021 on arid winter 
conditions and low SWP (California State Water Project) allocations, the mineral resources segment 
profits also increased (by roughly $3.1 million). 

 

http://tejoncommerce.com/index.php/#news
http://ir.tejonranch.com/static-files/d86c2c0a-41ff-4298-ac0b-41a876f96a7e
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           Source: Company reports  

 

Farming segment profits were hurt by supply chain disruptions, among other factors. The uncertainty 
around supply chain issues and labor shortages that are impacting many companies in many sectors 
across the country might have a greater impact on TRC’s operations than we currently forecast in 2022.  

TRC had cash & securities of about $47.2 million as of December 31, 2021, and $35.0 million available 
on its untapped line of credit to continue advancing its development plans. The company also intends to 
leverage funding from partners and debt financing and/or the sale of rights, among other financial 
resources.  

Separately, in 1Q22, TRC created the position of COO/CFO and named Allen E. Lyda to the position. He 
had served as the company’s COO since January 2019 and was its CFO from 1999 to December 2018. 
Concurrently, the company also appointed a CAO (Chief Accounting Officer), naming Robert D. 
Velasquez to the position. Separately, earlier this month, the company’s former EVP of Real Estate 
resigned from TRC.   

 
 
      VALUATION  

 

We view ongoing development as positives and potential catalysts that are not fully reflected in the TRC 
share price. Tejon Ranch is in the early stages of its real estate development plans, which makes the use 
of certain traditional valuation methods such as P/E, multiple of cash flow or a dividend discount model, 
among other methods, inappropriate. Book value, for example, does not reflect the value of the land once 
development plans are further along.  

We believe TRC shares should be valued on a price-to-acre basis. With the aforementioned shortage of 
housing in the state, we do not believe the current share price accurately reflects the potential value of 
the real estate once development plans are more advanced. 

TRC owns 270,000 acres. At the current price of TRC shares, this equates to a valuation of about $1,400 
per acre. This is down from a valuation range of about $2,200 to $3,800 for TRC in recent years and 
significantly below nearby relative land values.  

For instance, according to the Federal Housing Finance Agency, the average land value per acre for 
residential land in the state of California exceeds $400,000. Given that TRC’s asset is largely 
undeveloped except for TRCC and that the Federal Housing Finance Agency’s metric includes expensive 
urban cities such as San Francisco and Los Angeles that drive the state average up, we would not 
expect TRC to command a similar valuation at this point. Nevertheless, we believe it points to just how 
under-valued TRC is, as reflected in the current share price. Measured on a price-to-acre basis, TRC 
even falls below California farm values, which command average valuations of about $10,000 per acre, 
according to the USDA.  
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TRC initiatives discussed in this report and other recent updates increase the value of TRC’s land 
holdings, in our view. Our $25 per share valuation implies a valuation of just over $2,400 per acre, which 
represents a substantial discount to the valuations implied by other real estate valuations noted above. 
Even based on only the land that has been approved for development and/or is currently producing 
revenue from agribusiness and other operations (which we think understates TRC’s potential), the 
$25/share expected near-term valuation implies a value of less than $8,400 per acre, a steep discount to 
the above-noted average $10,000 based on USDA data and only a fraction of the value accorded 
residential property within the state.  

We also expect the value of land to increase significantly, and of TRC shares, as TRC continues to 
advance its development plans. We also expect multiple expansion on TRC shares as the company hits 
certain milestones in its development objectives.  

Potential Funding Sources  

As noted, the 630k square-feet industrial project is being constructed on a speculative basis. As with the 
company’s other planned projects, potential capital funding sources for development of this industrial 
building and of the recently authorized apartment units include possible joint ventures with financial 
partners, debt financing and/or the sale of rights, among other sources. Moreover, TRC’s agribusiness 
and commerce business units are operational and generate recurring revenue. 

 
 

 
RISKS  
 

Risks to TRC achieving its objectives, and to our valuation, include the following. 

 With COVID-19 cases fluctuating and a rising interest rate environment, there is the risk of further 
economic disruption and potentially recession, we believe. 

 

 The real estate development industry is highly capital intensive. TRC might not find funding sources 
at the rates it expects or as soon as it expects.  

 

 Real estate development is subject to various land use regulations that require governmental 
approvals and permits and potential regulatory changes could impact TRC.  

 

 The value of the land could fluctuate depending on several factors, including the regional economy 
and other competing development plans by other developers.  

 

 The I-5 is a critical part of the TRC infrastructure and traffic / roadway congestion could impact the 
value of the company’s land. 

 

 TRC could be vulnerable to other litigation risk that could impede growth. 
 

 Water rights are often an issue in California and can impact land values. TRC has complex water 
agreements and both buys and sells water. 

 

 The company’s agribusiness operation is cyclical and affected by commodity cycles, especially those 
involving almond, pistachio, walnut, and wine grape production. The business is also highly seasonal, 
with the second half of the calendar year usually generating more revenue than the first due to 
weather and harvest conditions.  

 

 Timing of development in the coming years will be dependent on the strength of both the economy 
and the residential real estate market. 
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             PROJECTED INCOME STATEMENT 
 
 
Tejon Ranch Income Statement & Projections ($000)

2017 2018 2019 2020A 1Q21A 2Q21A 3Q21A 4Q21A 2021A 1Q22E 2Q22E 3Q22E 4Q22E 2022E

Real estate - commercial/industrial $9,001 $8,970 $16,792 $9,536 $2,228 $8,126 $2,466 $6,656 $19,476 $2,308 $2,844 $2,540 $7,499 $15,191

Mineral resources 5,983       14,395    9,791       10,736    7,176       7,404       4,774       1,633       20,987    6,458       7,626       4,917       3,244       22,246    

Farming 16,434    18,563    19,331    13,866    607          279          6,726       3,427       11,039    1,821       1,116       6,053       4,146       13,136    

Ranch operations 3,837       3,691       3,609       3,692       1,043       829          996          1,243       4,111       1,074       854          1,026       3,870       6,824       

Total revenues 35,255    45,619    49,523    37,830    11,054    16,638    14,962    12,959    55,613    11,662    12,440    14,536    18,760    57,398    

Real estate - commercial/industrial 6,529       6,246       12,961    7,122       1,552       4,712       2,331       3,358       11,953    2,262       4,849       2,399       3,152       12,661    

Real estate - resort/residential 1,955       1,530       2,247       1,612       553          439          322          409          1,723       569          452          331          388          1,740       

Mineral resources 2,964       6,223       5,818       6,414       5,047       4,253       3,025       1,234       13,559    3,533       3,190       2,874       3,129       12,725    

Farming 16,201    16,028    15,251    15,103    1,478       1,203       7,296       4,139       14,116    2,513       1,238       7,004       4,512       15,266    

Ranch operations 5,411       5,451       5,316       4,896       1,187       1,142       1,182       1,168       4,679       1,221       1,175       1,216       1,113       4,726       

Corporate expenses 9,713       9,705       9,361       9,430       2,291       2,364       2,021       3,167       9,843       3,294       3,327       3,343       3,477       13,441    

Total expenses 42,773    45,183    50,954    44,577    12,108    14,113    16,177    13,475    55,873    13,392    14,230    17,167    15,770    60,559    

Operating income / (loss) (7,518)     436          (1,431)     (6,747)     (1,054)     2,525       (1,215)     (516)         (260)         (1,730)     (1,790)     (2,631)     2,990       (3,160)     

Investment income 462          1,344       1,239       884          7              9              5              36            57            7              9              5              8              29            

Gain (loss) real estate sales 1,331       -           -           -           -           -           -           -           -           

Other (loss) income (275)         (59)           (1,824)     110          64            43            24            33            164          65            44            24            25            158          

Total other income 187          1,285       (585)         2,325       71            52            29            69            221          72            53            29            33            187          

Operating income/(loss) (7,331)     1,721       (2,016)     (4,422)     (983)         2,577       (1,186)     (447)         (39)           (1,658)     (1,737)     (2,601)     3,023       (2,973)     

Equity pickup 4,227       3,834       16,575    4,504       (59)           1,365       1,510       6,386       9,202       1,000       1,040       1,082       1,136       4,257       

Pretax income (3,104)     5,555       14,559    82            (1,042)     3,942       324          5,939       9,163       (658)         (697)         (1,520)     4,159       1,284       

Taxes (1,283)     1,320       3,980       829          21            1,118       98            2,584       3,821       (184)         (195)         (426)         1,040       235          

Net income (loss) (1,821)     4,235       10,579    (747)         (1,063)     2,824       226          3,355       5,342       (474)         (502)         (1,094)     3,119       1,049       

Minority interest (24)           (20)           (1)             (7)             (8)             2              7              (7)             (6)             (6)             (6)             (6)             (8)             (26)           

Net income (1,797)     4,255       10,580    (740)         (1,055)     2,822       219          3,362       5,348       (468)         (496)         (1,088)     3,127       1,075       

Loss/share - EPS (FD) ($0.08) $0.16 $0.40 ($0.03) ($0.04) $0.11 $0.01 $0.13 $0.20 ($0.02) ($0.02) ($0.04) $0.12 $0.04

Average shares out (Mns) 21.7 26.0 26.1 26.3 26.4 26.4 26.5 26.5 26.4 26.5 26.5 26.5 26.5 26.5

Source: Company reports, Zacks estimates
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     HISTORICAL STOCK PRICE 
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