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EXPLANATORY NOTE

This report represents the Annual Report on Forrf I6r the fiscal year ended December 31, 2014fareTrust REIT, Inc.
(“CareTrust” or the “Company”). Prior to June 1,120 CareTrust was a wholly owned subsidiary of Ehsign Group, Inc. (“Ensign”). On
June 1, 2014, Ensign completed the separatioms tieidlthcare business and its real estate busitessio separate and independent publicly
traded companies through the distribution of alihaf outstanding shares of common stock of Car¢Tousnsign stockholders on a pro rata
basis (the “Spin-Off"). Ensign stockholders receiwme share of CareTrust common stock for eaclesifadEnsign common stock held at the
close of business on May 22, 2014, the record fdatine Spin-Off. The Spin-Off was effective fromdhafter June 1, 2014, with shares of
CareTrust common stock distributed by Ensign ore 2yr2014.

The Company was formed on October 29, 2013 andrtiaiehal activity prior to the Spin-Off. The constdited and combined financial
statements included in this report reflect, forp@lfiods presented, the historical financial positresults of operations and cash flows of (i) the
skilled nursing, assisted living and independering facilities that Ensign contributed to the Canp immediately prior to the Spin-Off,

(ii) the operations of the three independent liviiaglities that the Company operated immediateljofving the Spin-Off, and (iii) the new
investments that the Company has made after thre@fbi “Ensign Properties” is the predecessor ef @ompany, and its historical financial
statements have been prepared on a “carve-out$ frash Ensign’s consolidated financial statemestagithe historical results of operations,
cash flows, assets and liabilities attributablsuoh skilled nursing, assisted living and independeing facilities, and include allocations of
income, expenses, assets and liabilities from BEngdigese allocations reflect significant assumidgkithough management of the Company
believes such assumptions are reasonable, thelwaied and combined financial statements do i faflect what the Company’s financial
position, results of operations and cash flows wdwdve been had it been a stand-alone companygdinénperiods presented. As a result,
historical financial information is not necessaiilgicative of the Company’s future results of ggems, financial position and cash flows.

Effective May 15, 2014, the Company became sulbgettie informational requirements of the Securizshange Act of 1934, as
amended (the “Exchange Act”) and files annual, tprrand current reports, proxy statements andratiformation with the Securities and
Exchange Commission (the “SEC”). These reportsahdr information filed by the Company may be raad copied at the Public Reference
Room of the SEC, 100 F Street N.E., Washington, R0549. Information about the Public ReferencerRooay be obtained by calling the
SEC at 1-800-SEC-0330. The SEC also maintainstamiet site that contains reports, and other inftion about issuers, like the Company,
which file electronically with the SEC. The addre$shat site is http://www.sec.gov. The Companykesaavailable its reports on Form 10-K,
10-Q, and 8-K (as well as all amendments to thegerts), and other information, free of chargehatinvestor Relations section of its website
at www.caretrustreit.com. The information found onptherwise accessible through, the Company’ssitels not incorporated by reference
into, nor does it form a part of, this report oy arther document that we file with the SEC.

STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this report may constitute/éod-looking statements within the meaning of Bivate Securities Litigation Reform
Act of 1995. Those forward-looking statements idel@ll statements that are not historical statesnaffiact and those regarding our intent,
belief or expectations, including, but not limited statements regarding: future financing plansijress strategies, growth prospects and
operating and financial performance; expectatiegsarding the making of distributions and the payneéulividends; and compliance with and
changes in governmental regulations.

Words such as “anticipate(s),” “expect(s),” “intés)d” “plan(s),” “believe(s), will,” “would,” “could,” “should,

similar expressions, or the negative of these teamesintended to identify such
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forward-looking statements. These statements aedoban management’s current expectations and belief are subject to a number of risks
and uncertainties that could lead to actual resliftsring materially from those projected, foreabor expected. Although we believe that the
assumptions underlying the forward-looking statetmeane reasonable, we can give no assurance thakpectations will be attained. Factors
which could have a material adverse effect on gerations and future prospects or which could cactgal results to differ materially from
our expectations include, but are not limited iptHe ability to achieve some or all of the betsefhat we expected to achieve from the Spin-
Off; (i) the ability and willingness of Ensign taeet and/or perform its obligations under the anitral arrangements that it entered into with
us in connection with the Spin-Off, including thestgn Master Leases (as defined below), and aitg obligations to indemnify, defend and
hold us harmless from and against various claiitigation and liabilities; (iii) the ability of outenants to comply with laws, rules and
regulations in the operation of the properties @asé to them; (iv) the ability and willingness af tenants, including Ensign, to renew their
leases with us upon their expiration, and the @gttiti reposition our properties on the same orepétrms in the event of nonrenewal or in the
event we replace an existing tenant, and obligafimtluding indemnification obligations, we magim in connection with the replacement of
an existing tenant; (v) the availability of and #tality to identify suitable acquisition opportties and the ability to acquire and lease the
respective properties on favorable terms; (vi)ahiity to generate sufficient cash flows to seevawir outstanding indebtedness; (vii) access t
debt and equity capital markets; (viii) fluctuatimgerest rates; (ix) the ability to retain our kegnagement personnel; (x) the ability to qualify
or maintain our status as a real estate investimestt(“REIT"); (xi) changes in the U.S. tax law and other statera or local laws, whether
not specific to REITSs; (xii) other risks inherentthe real estate business, including potentibllig relating to environmental matters and
illiquidity of real estate investments; and (xgijty additional factors included in this report lirting in the section entitled “Risk Factors” in
Item 1A of this report.

Forward-looking statements speak only as of the dathis report. Except in the normal course affmublic disclosure obligations, we
expressly disclaim any obligation to release pijpkay updates or revisions to any forward-lookétgtements to reflect any change in our
expectations or any change in events, conditiortsronmstances on which any statement is based.

ENSIGN INFORMATION

Ensign is subject to the reporting requirementhefSEC and is required to file with the SEC anmepbrts containing audited financial
information and quarterly reports containing unéedifinancial information. The information relatiedEnsign contained or referred to in this
Annual Report on Form 10-K has been derived fror@ $iings made by Ensign or other publicly avaibiformation, or was provided to us
by Ensign and we have not verified this informatibrough an independent investigation or otherwige.have no reason to believe that this
information is inaccurate in any material respbat,we cannot provide any assurance of its accul&eyare providing this data for
informational purposes only, and you are encouragedtain Ensign’s publicly available filings, vehi can be found at the SEC’s website at
WWW.SeC.gov.



PART |
All references in this report to “CareTrust,” theCompany,” “we,” “us” or “our” mean CareTrust REIT Inc. together with its
consolidated subsidiaries. Unless the context sstggatherwise, references to “CareTrust REIT, Inméan the parent company without its
subsidiaries.

ITEM 1. Business
Business Overview

CareTrust REIT, Inc. (“CareTrust” or the “Companyas formed on October 29, 2013, as a wholly owswsidiary of The Ensign
Group, Inc. (“Ensign”). On June 1, 2014, Ensign pteted the separation of its healthcare businedstameal estate business into two separa
and independent publicly traded companies throbghdistribution of all of the outstanding sharesa@hmon stock of the Company to Ensign
stockholders on a pro rata basis (the “Spin-Offie Spin-Off was effective from and after June14 with shares of our common stock
distributed to Ensign stockholders on June 2, 2@k4eTrust holds substantially all of the real @y that was previously owned by Ensign.
As of December 31, 2014, CareTrust’s real estatdgho consisted of 102 skilled nursing faciliti€$SNFs"), assisted living facilities
(“ALFs") and independent living facilities (“ILFs”)Of these properties, 94 are leased to Ensigntaple-net basis under multiple long-term
leases (each, an “Ensign Master Lease” and, cilidyt the “Ensign Master Leases”) and five projgsriare leased to three other tenants on a
triple-net basis. We also own and operate thres.llAS of December 31, 2014, the 94 facilities ldaseEnsign had a total of 10,121
operational beds and units and are located in Aez€alifornia, Colorado, Idaho, lowa, Nebraskayatka, Texas, Utah and Washington. The
five other leased properties had a total of 15%semd are located in Idaho, Minnesota and Virgifile three ILFs that we own and operate
had a total of 264 units and are located in Texaslitah. As of December 31, 2014, the Company Imadother real estate investment,
consisting of a $7.5 million preferred equity intrasnt.

We are a separate and independent publicly trasddadministered, self-managed REIT primarily egeghin the ownership, acquisition
and leasing of healthcare-related properties. Wieigge revenues primarily by leasing healthcaratedl properties to healthcare operators in
triple-net lease arrangements, under which thentédeaolely responsible for the costs relatedéogroperty (including property taxes,
insurance, and maintenance and repair costs). Weucband manage our business as one operatinggsefpninternal reporting and internal
decision making purposes. We expect to grow outfqdar by pursuing opportunities to acquire additib properties that will be leased to a
diverse group of local, regional and national Hezlte providers, which may include Ensign, as aglenior housing operators and related
businesses. We also anticipate diversifying outfplim over time, including by acquiring propertigsdifferent geographic markets, and in
different asset classes.

We intend to elect to be taxed and intend to qual#f a real estate investment trust (“REIT”) folUfederal income tax purposes
commencing with our taxable year ended Decembe2@14. We operate through an umbrella partnerslimmonly referred to as an UPRE
structure, in which substantially all of our projes and assets are held through CTR Partnerstip (the “Operating Partnership”). The
Operating Partnership is managed by CareTrust'dlywbwned subsidiary, CareTrust GP, LLC, whichfie sole general partner of the
Operating Partnership. To maintain REIT statuspwest meet a number of organizational and operdtieg@irements, including a
requirement that we annually distribute to our kltmdders at least 90% of our REIT taxable incomatermined without regard to the divider
paid deduction and excluding any net capital gains.

Our Industry

We operate as a REIT that invests in income-pradpubealthcare-related properties. We expect to gnamportfolio by pursuing
opportunities to acquire additional properties thiditbe leased to a diverse group of local, regicand national healthcare providers, which
may include Ensign, as well as senior housing dpesand related businesses. We also anticipasdiiying our portfolio over time,
including by acquiring properties in different geaghic markets and in different asset classes pOufolio primarily consists of SNFs, ALFs
and ILFs.



The skilled nursing industry has evolved to meetglowing demand for post-acute and custodial heate services generated by an
aging population, increasing life expectancies thedtrend toward shifting of patient care to lowest settings. The skilled nursing industry
evolved in recent years, which we believe hasdea number of favorable improvements in the ingusts described below:

Shift of Patient Care to Lower Cost Alternativi. The growth of the senior population in the Unif&tdtes continues to increase
healthcare costs. In response, federal and starmgoents have adopted cost-containment measuwaesrtbourage the treatment of
patients in more cost-effective settings such aBsSfor which the staffing requirements and assediaosts are often significantly
lower than acute care hospitals, inpatient rehakibin facilities and other post-acute care sedtidgs a result, SNFs are generally
serving a larger population of higl-acuity patients than in the pa

Significant Acquisition and Consolidation Opportuties. The skilled nursing industry is large and highiggmented,
characterized predominantly by numerous local agébnal providers. We believe this fragmentatioovtes significant
acquisition and consolidation opportunities for

Widening Supply and Demand Imbalan«. The number of SNFs has declined modestly ovep#iseé several years. According to
the American Health Care Association, the nursioignd industry was comprised of approximately 15 fa@dities as of December
2013, as compared with over 16,700 facilities aB@fember 2000. We expect that the supply and detalance in the skilled
nursing industry will continue to improve due te tbhift of patient care to lower cost settingsagimg population and increasing
life expectancies

Increased Demand Driven by Aging Populations anccheased Life Expectanc. As life expectancy continues to increase in the
United States and seniors account for a higherepéage of the total U.S. population, we believeabherall demand for skilled
nursing services will increase. At present, thenpry market demographic for skilled nursing serviseindividuals age 75 and
older. According to the 2010 U.S. Census, thereewa@er 40 million people in the United States ini@@hat were over 65 years ¢
The 2010 U.S. Census estimates this group is ottfeedastest growing segments of the United Statesilation and is expected to
more than double between 2000 and 2030. Accordirtiget Centers for Medicare & Medicaid Servicessmg home expenditures
are projected to grow from approximately $151 billin 2012 to approximately $264 billion in 2028presenting a compounded
annual growth rate of 5.7%. We believe that theseds will support an increasing demand for skiledsing services, which in
turn will likely support an increasing demand farr @roperties

Portfolio Summary

We have a geographically diverse portfolio of pmtips, consisting of the following types:

Skilled Nursing Facilities.SNFs are licensed healthcare facilities that pmvaktorative, rehabilitative and nursing carepieople
not requiring the more extensive and sophisticaeatment available at acute care hospitals. Tresitprograms include physical,
occupational, speech, respiratory and other thesapicluding sulacute clinical protocols such as wound care andvenous drui
treatment. Charges for these services are gengailllyfrom a combination of government reimbursetnagia private sources. As
December 31, 2014, our portfolio included 82 SNés,of which include assisted or independent livapgrations. All of these
SNFs are operated by Ensign under the Ensign Mastses

Assisted Living Facilities. ALFs are licensed healthcare facilities that tevpersonal care services, support and housiniése
who need help with activities of daily living, suahl bathing, eating and dressing, yet require dighihedical care. The programs
services may include transportation, social adtigjtexercise and fithess programs, beauty or bahmgp access, hobby and craft
activities, community excursions, meals in a diniagm setting and other activities sought by resisleThese facilities are often in
apartmer-like buildings with private residences ranging fremgle rooms t
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large apartments. Certain ALFs may offer higheelswf personal assistance for residents requiriagory care as a result of
Alzheimer’s disease or other forms of dementia.dlewf personal assistance are based in part ahrdegulations. As of
December 31, 2014, our portfolio included 16 AL§@ne of which also contain independent living ui

* Independent Living Facilities. ILFs, also known as retirement communities of@esmartments, are not healthcare facilities. The
facilities typically consist of entirely setfentained apartments, complete with their own late) baths and individual living spac
as well as parking for tenant vehicles. They arstroten rented unfurnished, and generally candrsgmalized by the tenants,
typically an individual or a couple over the agebbf These facilities offer various services aneaities such as laundry,
housekeeping, dining options/meal plans, exeraiseveellness programs, transportation, social, caltand recreational activities,
on-site security and emergency response programst Beamber 31, 2014, our portfolio of four ILFs ludes one that is operai
by Ensign and three that are operated b

Our portfolio of SNFs, ALFs and ILFs is broadly drgified by geographic location throughout the westUnited States, with
concentrations in Texas and California. Our prapsrare grouped into four categories: (1) SNFs eséhare properties that are comprised
exclusively of SNFs; (2) Skilled Nursing Campuseghese are properties that include a combinatiddNfs and ALFs or ILFs or both;

(3) ALFs and ILFs — these are properties that idelALFs or ILFs, or a combination of the two; addl ILFs operated by CareTrust — these
are ILFs operated by CareTrust, unlike the otheperties, which are leased to third-party operators

Ensign Master Lease

We have leased 94 of our properties to subsidiafi&€nsign pursuant to the Ensign Master Leaseghndonsist of eight triple-net
leases, each with its own pool of properties, kizate varying maturities and diversity in propergpgraphy. The Ensign Master Leases provid
for initial terms in excess of ten years with staggl expiration dates and no purchase optiondiédbvption of Ensign, each Ensign Master
Lease may be extended for up to either two or tfiveeyear renewal terms beyond the initial ternd a@helected, the renewal will be effective
for all of the leased property then subject toEmsign Master Lease. The rent is a fixed compothattwas initially set near the time of the
Spin-Off. The annual revenues from the Ensign Mdstases will be $56.0 million during each of tirstftwo years of the Ensign Master
Leases, which results in a lease coverage ra@ppifoximately 1.91x based on the ANOI from the éelggroperties for the 12 months ended
September 30, 2014 (calculated assuming that #ileofeased properties were owned for the full Iivin period). We define ANOI as
earnings before interest, taxes, depreciation, Bmation, and rent. A management fee equal tofieeent of gross revenues is included as a
reduction to ANOI. Commencing in the third year enthe Ensign Master Leases, the annual revenoestfre Ensign Master Leases will be
escalated annually by an amount equal to the ptafyd) the lesser of the percentage change ilCtresumer Price Index (but not less than
zero) or 2.5%, and (2) the prior year's rent. Tinsign Master Leases are guaranteed by Ensign.

Because we lease most of our properties to Ensigenthe Ensign Master Leases, Ensign is the pyisauirce of our revenues, and
Ensign’s financial condition and ability and wiljiness to satisfy its obligations under the Ensigistér Leases and its willingness to renew
those leases upon expiration of the initial basmsehereof significantly impacts our revenues andability to service our indebtedness and t
make distributions to our stockholders. There camd assurance that Ensign has sufficient assetanie and access to financing to enable
satisfy its obligations under the Ensign Masterdesa and any inability or unwillingness on its gartlo so would have a material adverse
effect on our business, financial condition, resol operations and liquidity, on our ability tadee our indebtedness and other obligations
on our ability to pay dividends to our stockholdexs required for us to qualify, and maintain datus, as a REIT. We also cannot assure you
that Ensign will elect to renew its lease arrangamevith us upon expiration of the initial basarieror any renewal terms thereof or, if such
leases are not renewed, that we can repositioaffeeted properties on the same or better ternes:'‘Bisk Factors — Risks Related to Our
Business — We are dependent on Ensign and other



healthcare operators to make payments to us uedses$, and an event that materially and adverfeltsitheir business, financial position or
results of operations could materially and advgraéfiect our business, financial position or resoit operations.”

Properties by Type

The following table displays the geographic disttibn of our facilities by property type and théated number of operational beds and
units available for occupancy by asset class, &eeember 31, 2014. The number of beds or unitsatteaoperational may be less than the
official licensed capacity.

ALFs
Total(1) SNFs Skilled Nursing Campuses and ILFs(1)
ALF
SNF ILF
State Properties Beds Facilities Beds Campuse:  Beds  Beds Units Facilities Units
CA 18 1,991 14 1,46 2 15¢ 121 24 2 228
TX 27 3,241 22 2,69¢ 1 12z 77 20 4 32z
AZ 1C 1,327 7 79¢ 1 16z 10C — 2 26¢€
uT 12 1,30t 9 907 1 23t 37 — 2 12¢€
(6{0) 5 463 3 21C — — — — 2 25%
ID 9 57¢ 5 40¢ 1 45 24 — 3 10z
WA 6 55¢E 5 45% — — — — 1 10z
NV 3 304 1 92 — — — — 2 212
NE 5 36¢€ 3 22C 2 10t 41  — — —
IA 5 35¢€ 3 18t 2 10¢ 62 — — —
MN 1 30 — — — — — — 1 30
VA 1 39 — — - = = = 1 3¢
Total 10z 10,55¢ 72 7,43¢ 10 937 46z 44 20 1,67¢

(1) ALFs and ILFs include ALFs or ILFs, or a combinatiof the two, operated by our tenants and thres yferated by u:

Occupancy by Property Type:

The following table displays occupancy by propéype for each of the years ended December 31, ZWB and 2012. Percentage
occupancy in the below table is computed by diygdime average daily number of beds occupied byota number of beds available for use
during the periods indicated (beds of acquiredifees are included in the computation followingettate of acquisition only).

Year Ended December 31

Property Type 2014 201: 201z
Facilities Leased to Ensig
SNFs 75%(1) 75% 78%
Skilled Nursing Campuse 75%(1) 77% 7%
ALFs and ILFs 85%(1) 83% 78%
Facilities Operated by CareTru
ILFs 82% 73% 77%

(1) Financial data were derived solely from infotima provided by Ensign without independent vedtfion by us. The facility financial
performance data is presented one quarter in ar



Property Type— Rental Income:

The following tables display the annual rental imeoand total beds/units for each property typeatferyears ended December 31, 2014
and 2013.

For the Year Ended December 31, 201

Rental Income Percent Total Beds,
Property Type (in thousands)(1 of Total Units
SNFs $ 38,91¢ 7% 7,43¢
Skilled Nursing Campuse 7,49: 15% 1,44:
ALFs and ILFs 4,95¢ 10% 1,411
Total $ 51,36: 10(% 10,29:

For the Year Ended December 31, 201

Rental Income Percent Total Beds,
Property Type (in thousands)(1 of Total Units
SNFs $ 31,00¢ 75% 7,43¢
Skilled Nursing Campuse 6,192 15% 1,44:
ALFs and ILFs 4,04¢ 10% 1,24(
Total $ 41,24 10C% 10,12:

(1) Does not reflect the full amount of rental incomanfi subsidiaries of Ensign that is payable purstatiie Ensign Master Leas:

Geographic Concentration — Rental Income:

The following table displays the geographic disttibn of annual rental income for the years endeddmber 31, 2014 and 2013.

For the Year Ended For the Year Ended
December 31, 2014 December 31, 2013
Rental Income Percent Rental Income Percent
State (in thousands)(1 of Total (in thousands)(1 of Total
CA $ 12,952 25% $ 9,022 22%
X 13,09¢ 25% 11,10¢ 26%
AZ 7,51( 15% 5,262 13%
uT 6,00/ 12% 5,942 14%
(6{0) 1,944 4% 1,517 4%
ID 2,557 5% 1,837 4%
WA 2,95¢ 6% 1,902 5%
NV 1,23: 2% 1,54( 4%
NE 1,46( 3% 1,492 4%
A 1,62¢ 3% 1,62¢ 4%
MN 22 0% — —
Total $ 51,36: 10(% $ 41,24: 10(%

(1) Does not reflect the full amount of rental incomeni subsidiaries of Ensign that is payable purstatiie Ensign Master Leasi
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ILFs Operated by CareTrust

The following table displays the geographic disitibn of ILFs operated by CareTrust and the relawgtiber of operational units
available for occupancy as of December 31, 2014.fdllowing table also displays the average montblyenue per occupied unit for the years

ended December 31, 2014 and 2013.

For the Year Endec

December 31, 201
Average Monthly
Revenue Per

For the Year Endec

December 31, 201
Average Monthly
Revenue Per

State Facilities Units Occupied Unit(1) Occupied Unit(1)

TX 2 207 $ 1,141 $ 1,18i
uT 1 57 1,27¢ 1,20¢
Total 3 264 1,18( 1,192

(1) Average monthly revenue per occupied unit isient to average effective rent per unit, asdeaot offer tenants free rent or other

concessions
We view our ownership and operation of the thrdeslas complementary to our real estate busineggy@lis to provide enhanced
focus on their operations to improve their finaheiad operating performance. The three ILFs thabwe and operate are:
e Lakeland Hills Independent Living, located in Dalld@exas with 168 units as of December 31, 2
e The Cottages at Golden Acres, located in Dallaga$evith 39 units as of December 31, 2014;
e The Apartments at St. Joseph Villa, located in Bake City, Utah with 57 units as of December 3114

Investment and Financing Policies

Our investment objectives are to increase cash, fiwavide quarterly cash dividends, maximize thieeaf our properties and acquire
properties with cash flow growth potential. We mddo invest primarily in SNFs and senior housingluding ALFs and ILFs, as well as
medical office buildings, long-term acute care hitadp and inpatient rehabilitation facilities. Cunoperties are primarily located in ten western
states, but we intend to acquire properties inrageegraphic areas throughout the United StatekoAgh our portfolio currently consists
primarily of owned real property, future investngntay include first mortgages, mezzanine debt éimer securities issued by, or joint
ventures with, REITs or other entities that owrl esstate consistent with our investment objectives.

Our Competitive Strengths
We believe that our ability to acquire, integratel amprove facilities is a direct result of thelfoling key competitive strengths:

Geographically Diverse Property Portfoli@ur properties are located in 12 different statéth concentrations in Texas and California.
The properties in any one state do not accounnfime than 31% of our total operational beds antsws of December 31, 2014. We believe
this geographic diversification will limit the effeof changes in any one market on our overallguernce.

Long-Term, Triple-Net Lease Structurdll of our properties (except for the three ILFsithive own and operate) are leased to our te
under long-term, triple-net leases, pursuant tcctvithe operators are responsible for all faciligimenance and repair, insurance required in
connection with the leased properties and the legsinonducted on the leased properties, taxesllexier with respect to the leased prope!
and all utilities and other services necessaryppra@priate for the leased properties and the basinenducted on the leased properties.
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accounted for 95% of our fourth quarter 2014 reesn&nsign is subject to the reporting requiremehtse SEC and is required to file with
SEC annual reports containing audited financiarmfation and quarterly reports containing unauditeaicial information. Ensign’s publicly
available filings can be found at the SEC’s webaiterww.sec.gov.

Ability to Identify Talented OperatorsAs a result of our management team’s operatipgence and network of relationships and
insight, we anticipate that we will be able to itiBnand pursue working relationships with qualifieocal, regional and national healthcare
providers and seniors housing operators. We expeaxintinue our disciplined focus on pursuing irieent opportunities, primarily with
respect to stabilized assets but also some steategistment in improving properties, while seekileglicated and engaged operators who
possess local market knowledge, have solid opegraticords and emphasize quality services and o@sowe intend to support these
operators by providing strategic capital for fagilcquisition, upkeep and modernization. Our manant team’s experience gives us a key
competitive advantage in objectively evaluatingpgerator’s financial position, care and servicegpams, operating efficiencies and likely
business prospects.

Experienced Management Tearregory K. Stapley, our President and Chief Exeeubfficer, has extensive experience in the real
estate and healthcare industries. Mr. Stapley ltae than 27 years of experience in the acquisiienelopment and disposition of real estate
including healthcare facilities and office, retaild industrial properties, including 14 years aign. Our Chief Financial Officer, William M.
Wagner, has more than 22 years of accounting aadde experience, primarily in real estate, incigdil years of experience working
extensively for REITs. Most notably he worked fath Nationwide Health Properties, Inc., a healtedREIT, and Sunstone Hotel Investors,
Inc., a lodging REIT, serving as Senior Vice Presicand Chief Accounting Officer of each compangvid M. Sedgwick, our Vice President
of Operations, is a licensed nursing home admatistiwith more than 12 years of experience in efithursing operations, including
turnaround operations, and trained over 100 Ensigeing home administrators while he was Ensigtief0Human Capital Officer. Our
executives have years of public company experienckjding experience accessing both debt and eqajpital markets to fund growth and
maintain a flexible capital structure.

Flexible UPREIT Structure.We operate through an umbrella partnership, comyn@fierred to as an UPREIT structure, in which
substantially all of our properties and assetdhate through the Operating Partnership. Condudiingjness through the Operating Partnershi
will allow us flexibility in the manner in which wstructure the acquisition of properties. In pataec, an UPREIT structure enables us to
acquire additional properties from sellers in exajeafor limited partnership units, which providesgerty owners the opportunity to defer the
tax consequences that would otherwise arise frealeaof their real properties and other assets.tésl a result, this structure allows us to
acquire assets in a more efficient manner and ribay as to acquire assets that the owner wouldretise be unwilling to sell because of tax
considerations.

Business Strategies

Our primary goal is to create long-term stockholgue through the payment of consistent cash divdd and the growth of our asset
base. To achieve this goal, we intend to pursugsibss strategy focused on opportunistic acquisitand property diversification. We also
intend to further develop our relationships withaets and healthcare providers with a goal to msgjvely expand the mixture of tenants
managing and operating our properties.

The key components of our business strategiesdeclu

Diversify Asset Portfolia We diversify through the acquisition of new andséirg facilities from third parties and the expansand
upgrade of current facilities. We employ what wédwe to be a disciplined, opportunistic acquisit&irategy with a focus on the acquisition of
skilled nursing, assisted living and independearing facilities, as well as medical office buildsidong-term acute care hospitals and inpatien
rehabilitation facilities. As we acquire additiomabperties, we expect to further diversify by geqiy, asset class and tenant within the
healthcare and healthcare-related sectors.
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Maintain Balance Sheet Strength and Liquidity¥e maintain a capital structure that provides #sources and flexibility to support the
growth of our business. We intend to maintain a afigredit facility debt, mortgage debt and unseduiebt which, together with our
anticipated ability to complete future equity ficargs, we expect will fund the growth of our pragygsortfolio.

Develop New Tenant Relationshipd/e cultivate new relationships with tenants andtheare providers in order to expand the mix of
tenants operating our properties and, in doingaseduce our dependence on Ensign. We expecthilsaibjective will be achieved over time
as part of our overall strategy to acquire new progs and further diversify our portfolio of héadare properties.

Provide Capital to Underserved OperatoWe believe that there is a significant opportutitype a capital source to healthcare operator
through the acquisition and leasing of healthcaoperties that are consistent with our investmedtfinancing strategy at appropriate risk-
adjusted rates of returns, but that, due to sizeotimer considerations, are not a focus for langathcare REITs. We pursue acquisitions and
strategic opportunities that meet our investing fimahcing strategy and that are attractively mtjdacluding funding development of
properties through construction loans and thereafitering into sale and leaseback arrangemeniissiith developers as well as other secure
term financing and mezzanine lending. We utilize management team’s operating experience, netwiaedationships and industry insight to
identify both large and small quality operators@ed of capital funding for future growth. In apmiate circumstances, we may negotiate witt
operators to acquire individual healthcare propsriiom those operators and then lease those piespback to the operators pursuant to long-
term triple-net leases.

Fund Strategic Capital Improvement¥Ve support operators by providing capital to themaf variety of purposes, including capital
expenditures and facility modernization. We expgedtructure these investments as either leasedments that produce additional rents or a
loans that are repaid by operators during the eapiplé lease term.

Pursue Strategic Development Opportuniti&¥e work with operators and developers to identifategic development opportunities.
These opportunities may involve replacing or retiogafacilities that may have become less competitiVe also identify new development
opportunities that present attractive risk-adjusttdrns. We may provide funding to the develogex property in conjunction with entering
into a sale leaseback transaction or an optiomterénto a sale leaseback transaction for thegitgp

Competition

We compete for real property investments with oREITS, investment companies, private equity ardbbdund investors, sovereign
funds, pension funds, healthcare operators, leratet®ther institutional investors. Some of thesmmetitors are significantly larger and have
greater financial resources and lower costs oftabtian us. Increased competition will make it emohallenging to identify and successfully
capitalize on acquisition opportunities that magtiovestment objectives. Our ability to competals impacted by national and local
economic trends, availability of investment altdives, availability and cost of capital, constroatiand renovation costs, existing laws and
regulations, new legislation and population trends.

In addition, revenues from our properties are ddpehon the ability of our tenants and operatorsotopete with other healthcare
operators. Healthcare operators compete on aémchfegional basis for residents and patientslagid ability to successfully attract and retain
residents and patients depends on key factorsasutiie number of facilities in the local markeg tipes of services available, the quality of
care, reputation, age and appearance of eachyamilil the cost of care in each locality. Privétederal and state payment programs and the
effect of other laws and regulations may also hasggnificant impact on the ability of our tenaatsl operators to compete successfully for
residents and patients at the properties.
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Employees

We employ approximately 43 employees (including exgcutive officers), none of whom is subject tmHective bargaining agreement.
None of our employees is an employee of Ensigmaffiliate of Ensign. However, we currently rely &nsign to provide certain services ti
under the Transition Services Agreement we entietedn connection with the Spin-Off (the “Transiti Services Agreement”). We have hired
additional employees in the areas of accountimgnfte and asset management, in order to reducevantlually eliminate our reliance on
Ensign for these services under the TransitioniSesvAgreement.

Government Regulation, Licensing and Enforcement
Overview

As operators of healthcare facilities, Ensign atigtotenants of our healthcare properties are &jlgisubject to extensive and complex
federal, state and local healthcare laws and régokarelating to fraud and abuse practices, gawent reimbursement, licensure and certifi
of need and similar laws governing the operatiohe#lthcare facilities, and we expect that thetheate industry, in general, will continue to
face increased regulation and pressure in the afdesud, waste and abuse, cost control, healéhesmmagement and provision of services,
among others. These regulations are wide-rangidgcan subject our tenants to civil, criminal anchadstrative sanctions. Affected tenants
may find it increasingly difficult to comply withhts complex and evolving regulatory environmentsuse of a relative lack of guidance in
many areas as certain of our healthcare propemtéesubject to oversight from several governmeaneigs and the laws may vary from one
jurisdiction to another. Changes in laws and retijuta and reimbursement enforcement activity agdlegory noi-compliance by our tenants
could have a significant effect on their operatiand financial condition, which in turn may advéyssffect us, as detailed below and set forth
under “Risk Factors — Risks Related to Our Busiriess

The following is a discussion of certain laws aadulations generally applicable to operators oftmalthcare facilities and, in certain
cases, to us.

Fraud and Abuse Enforcement

There are various extremely complex federal ang $&avs and regulations governing healthcare peygidelationships and
arrangements and prohibiting fraudulent and abysiaetices by such providers. These laws includeale not limited to, (i) federal and state
false claims acts, which, among other things, gmolproviders from filing false claims or makingda statements to receive payment from
Medicare, Medicaid or other federal or state health programs, (ii) federal and state anti-kickbao#t fee-splitting statutes, including the
Medicare and Medicaid anti-kickback statute, whpcbhibit the payment or receipt of remuneratiointiuce referrals or recommendations of
healthcare items or services, (iii) federal antespdaysician self-referral laws (commonly referteds the “Stark Law”), which generally
prohibit referrals by physicians to entities withish the physician or an immediate family membes &dinancial relationship, (iv) the federal
Civil Monetary Penalties Law, which prohibits, angosther things, the knowing presentation of a falsaudulent claim for certain healthc
services and (v) federal and state privacy lawduiting the privacy and security rules containethaHealth Insurance Portability and
Accountability Act of 1996, which provide for theiyacy and security of personal health informatidinlations of healthcare fraud and abuse
laws carry civil, criminal and administrative saoas, including punitive sanctions, monetary peasjtimprisonment, denial of Medicare and
Medicaid reimbursement and potential exclusion fidedicare, Medicaid or other federal or state nealte programs. These laws are
enforced by a variety of federal, state and logainzies and can also be enforced by private litsgmough, among other things, federal and
state false claims acts, which allow private lititgato bring qui tam or “whistleblower” actions. $tgn and our other tenants are (and many of
our future tenants are expected to be) subjette®et laws, and some of them may in the future bedbmsubject of governmental enforcen
actions if they fail to comply with applicable laws
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Reimbursement

Sources of revenue for Ensign and our other tenaclisde (and for our future tenants is expectemh¢tude), among other sources,
governmental healthcare programs, such as thedeldiedicare program and state Medicaid programg,nmm-governmental payors, such as
insurance carriers and health maintenance orgamisat-or the year ended December 31, 2013, Enlsguwed 72.2% of its revenues from
governmental payors. As federal and state govertsrieaus on healthcare reform initiatives, andnasféderal government and many states
face significant budget deficits, efforts to redeosts by these payors will likely continue, whiohy result in reduced or slower growth in
reimbursement for certain services provided by gmsind some of our other tenants.

Healthcare Licensure and Certificate of Need

Our healthcare facilities are subject to extensigeral, state and local licensure, certificatiod @mspection laws and regulations. In
addition, various licenses and permits are requeatispense narcotics, operate pharmacies, haadilgactive materials and operate
equipment. Many states require certain healthcareighers to obtain a certificate of need, whichuiegs prior approval for the construction,
expansion and closure of certain healthcare fegslifThe approval process related to state cextifiof need laws may impact some of our
tenants’ abilities to expand or change their busses.

Americans with Disabilities Act (the “ADA”)

Although most of our properties are not requireddmply with the ADA because of certain “grandfath@ovisions in the law, some of
our properties must comply with the ADA and sim#gate or local laws to the extent that such pitiggeare “public accommodations,” as
defined in those statutes. These laws may regeim@val of barriers to access by persons with disiabiin certain public areas of our
properties where such removal is readily achievdbeler our triple-net lease structure, our tenamtsld generally be responsible for
additional costs that may be required to make acitifies ADA-compliant. Noncompliance with the ADgould result in the imposition of
fines or an award of damages to private litigants.

Environmental Matters

A wide variety of federal, state and local envir@mtal and occupational health and safety laws egdlations affect healthcare facility
operations. These complex federal and state ssainel their enforcement, involve a myriad of ragjahs, many of which involve strict
liability on the part of the potential offender.rBe of these federal and state statutes may direefgct us. Under various federal, state and
local environmental laws, ordinances and regulatian owner of real property, such as us, mayaiéelifor the costs of removal or
remediation of hazardous or toxic substances agmor disposed of in connection with such propesywell as other potential costs relatin
hazardous or toxic substances (including governifilees and damages for injuries to persons anctadjgroperty). The cost of any required
remediation, removal, fines or personal or propdegages and the owner’s liability therefore caxdeed or impair the value of the property
and/or the assets of the owner. In addition, tlesgmce of such substances, or the failure to dyogispose of or remediate such substances,
may adversely affect the owner’s ability to seltent such property or to borrow using such prgpastcollateral which, in turn, could reduce
our revenues. See “Risk Factors — Risks Relat€ltoBusiness — Environmental compliance costs eilities associated with real estate
properties owned by us may materially impair thiigaf those investments.”

Compliance Process

As an operator of healthcare facilities, Ensign &@sogram to help it comply with various requirertseof federal and private healthcare
programs. In October 2013, Ensign entered intorparate integrity agreement (the “CIA”) with theft@é of the Inspector General of the U.S.
Department of Health and Human Services. The
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CIA requires, among other things, that Ensign andubsidiaries maintain a corporate compliancgnam to help comply with various
requirements of federal and private healthcarenarog. Although we are no longer a subsidiary ofidimsve are subject to certain continuing
obligations under Ensign’s compliance program,udiig certain training in Medicare and Medicaid $afer our employees, as required by the
CIA.

REIT Qualification

We intend to elect to be taxed and intend to qualifa REIT for U.S. federal income tax purposesroencing with our taxable year
ended December 31, 2014. Our qualification as a’R#&ll depend upon our ability to meet, on a contitg basis, various complex
requirements under the Internal Revenue Code d,1@&8amended (the “Code”), relating to, amongrdthiags, the sources of our gross
income, the composition and values of our assetsgistribution levels to our stockholders and ¢becentration of ownership of our capital
stock. We believe that we are organized in conftyrmith the requirements for qualification and taea as a REIT under the Code and tha
manner of operation has and will enable us to rieetequirements for qualification and taxatiom@EIT, commencing with our taxable year
ended December 31, 2014.

Legal Proceedings

Pursuant to the Separation and Distribution Agregme entered into in connection with the Spin-@iie “Separation and Distribution
Agreement”), we assumed any liability arising fronrelating to legal proceedings involving the ésssvned by us and agreed to indemnify
Ensign (and its subsidiaries, directors, officeraployees and agents and certain other relate@gaaainst any losses arising from or rela
to such legal proceedings. In addition, pursuatii¢oSeparation and Distribution Agreement, Ensigs agreed to indemnify us (including our
subsidiaries, directors, officers, employees arehtgyand certain other related parties) for arbilitg arising from or relating to legal
proceedings involving Ensign’s healthcare busimegs to the Spin-Off, and, pursuant to the Enditgster Leases, Ensign or its subsidiaries
have agreed to indemnify us for any liability angifrom operations at the real property leased fustrEnsign is currently a party to various
legal actions and administrative proceedings, thiolg various claims arising in the ordinary coungés healthcare business, which are subjec
to the indemnities provided by Ensign to us. WHilese actions and proceedings are not believethbigi to be material, individually or in t
aggregate, the ultimate outcome of these mattensotde predicted. The resolution of any such lpgateedings, either individually or in the
aggregate, could have a material adverse effeEingign’s business, financial position or resultgpérations, which, in turn, could have a
material adverse effect on our business, finarpmaltion or results of operations if Ensign orsitsidiaries are unable to meet their
indemnification obligations.

The Operating Partnership

We own substantially all of our assets and properdind conduct our operations through the Oper&@mtpership. We believe that
conducting business through the Operating Partipepsbvides flexibility with respect to the mannemwwhich we structure the acquisition of
properties. In particular, an UPREIT structure deslois to acquire additional properties from sgliartax deferred transactions. In these
transactions, the seller would typically contribiiseassets to the Operating Partnership in exahéorgunits of limited partnership interest in
the Operating Partnership (“OP Units”). HoldersO# Units will have the right, after a 12-month hoédperiod, to require the Operating
Partnership to redeem any or all of such OP Unite#sh based upon the fair market value of arvatgrit number of shares of CareTrust's
common stock at the time of the redemption. Altéwady, we may elect to acquire those OP Unitsxahange for shares of our common stock
on a one-for-one basis. The number of shares ofrtmmstock used to determine the redemption val@PRofJnits, and the number of shares
issuable in exchange for OP Units, is subject fastdhent in the event of stock splits, stock dividg, distributions of warrants or stock rights,
specified extraordinary distributions and similaelts. The Operating Partnership is managed byboly owned subsidiary, CareTrust GP,
LLC, which is the sole general partner of the OfirgaPartnership.
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The benefits of our UPREIT structure include thiéofeing:

» Access to capite. We believe the UPREIT structure provides us \ithess to capital for refinancing and growth. Beeaan
UPREIT structure includes a partnership as wel asrporation, we can access the markets throwg®perating Partnership
issuing equity or debt as well as the corporatisning capital stock or debt securities. Sourcespital include possible future
issuances of debt or equity through public offesing private placement

» Growth. The UPREIT structure allows stockholders, throtigir ownership of common stock, and the limitedtpers, through
their ownership of OP Units, an opportunity to fapiate in future investments we may make in adddl properties

» Tax deferral. The UPREIT structure provides property owners whaosfer their real properties to the Operatingrieaship in
exchange for OP Units the opportunity to deferttheconsequences that otherwise would arise frealeaof their real properties
and other assets to us or to a third party. Asaltiethis structure allows us to acquire assetsnmore efficient manner and may
allow us to acquire assets that the owner wouldrettse be unwilling to sell because of tax constlens.

Insurance

We maintain, or require in our leases, including Emsign Master Leases, that our tenants maintiaaplicable lines of insurance on ¢
properties and their operations. The amount angesobinsurance coverage provided by our policiesthe policies maintained by our tenants
is customary for similarly situated companies im imgustry. However, we cannot assure you thateuoants will maintain the required
insurance coverages, and the failure by any of tteedo so could have a material adverse effectsoWie also cannot assure you that we will
continue to require the same levels of insuraneerage under our leases, including the Ensign Mastases, that such insurance will be
available at a reasonable cost in the future drtti@insurance coverage provided will fully coedirlosses on our properties upon the
occurrence of a catastrophic event, nor can weagsw of the future financial viability of the in®ers.

16



ITEM 1A. Risk Factors

Risks Related to Our Business

We are dependent on Ensign and other healthcarerapars to make payments to us under leases, anegaent that materially and adverse
affects their business, financial position or redslof operations could materially and adverselyexdt our business, financial position or
results of operations

Ensign is the lessee of the majority of our prdperpursuant to the Ensign Master Leases and ftinerés the primary source of our
revenues. Additionally, because each Ensign Mastase is a triple-net lease, we depend on Ensigayall insurance, taxes, utilities and
maintenance and repair expenses in connectiontidtte leased properties and to indemnify, defeddhatd us harmless from and against
various claims, litigation and liabilities arisifig connection with its business. There can be sarasice that Ensign will have sufficient assets
income and access to financing to enable it tafyatis payment obligations under the Ensign Makeases. The inability or unwillingness of
Ensign to meet its rent obligations under the Emsilaister Leases could materially adversely affectmsiness, financial position or results of
operations, including our ability to pay dividertdsour stockholders as required to maintain ouustas a REIT. The inability of Ensign to
satisfy its other obligations under the Ensign Makeases, such as the payment of insurance, aaxkstilities, could materially and adversely
affect the condition of the leased properties a agethe business, financial position and resefitsperations of Ensign. For these reasons, if
Ensign were to experience a material and advefseten its business, financial position or resafteperations, our business, financial
position or results of operations could also beemally and adversely affected.

Ensign and other healthcare operators to whicheasd properties are dependent on the healthcarstipénd may be susceptible to the
risks associated with healthcare reform, which @daoéterially and adversely affect Ensign’s andather tenants’ business, financial position
or results of operations. In March 2010, the PatRotection and Affordable Care Act and the He@léine and Education Reconciliation Acl
2010 (collectively, the “Affordable Care Act”) wesigned into law. Together, these two measures nikmost sweeping and fundamental
changes to the U.S. health care system since ¢ati@n of Medicare and Medicaid. These new lawkigea large number of health-related
provisions, including expanding Medicaid eligibjlirequiring most individuals to have health ingur@, establishing new regulations on healtt
plans, establishing health insurance exchangesnadifying certain payment systems to encouragesrost-effective care and a reduction of
inefficiencies and waste, including through newlddo address fraud and abuse. Because substaialiadf our properties are used as
healthcare properties, we are impacted by the dskeciated with the healthcare industry, includieglthcare reform. While the expansion of
healthcare coverage may result in some additiogmlashd for services provided by Ensign and othelthesae operators, reimbursement may
be lower than the cost required to provide suchises, which could materially and adversely affibet ability of Ensign and other healthcare
operators to generate profits and pay rent.

Due to our dependence on rental payments from Brasigour primary source of revenues, we may beddrnin our ability to enforce our
rights under, or to terminate, the Ensign Mastexrdes. Failure by Ensign to comply with the termthefEnsign Master Leases or to comply
with the healthcare regulations to which the legeegerties are subject could require us to finotlaer lessee for such leased property and
there could be a decrease or cessation of rentadqrats by Ensign. In such event, we may be unablecate a suitable lessee at similar rental
rates or at all, which would have the effect ofugidg our rental revenues.

Tenants that fail to comply with the requirement§ or changes to, governmental reimbursement progis such as Medicare or Medicaid,
may cease to operate or be unable to meet theariitial and other contractual obligations to us.

Ensign and other healthcare operators to whicheasd properties are subject to complex federad atal local laws and regulations
relating to governmental healthcare reimbursemegnams. See “Business —
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Government Regulation, Licensing and Enforceme@terview.” As a result, Ensign and other tenangssabject to the following risks,
among others:

e statutory and regulatory chang

* retroactive rate adjustmen

e recovery of program overpayments or-offs;

e administrative rulings

e policy interpretations

» payment or other delays by fiscal intermediariesaoriers;

» government funding restrictions (at a program lerakith respect to specific facilities); a

e interruption or delays in payments due to any onggjovernmental investigations and auc

Healthcare reimbursement will likely continue todfesignificant importance to federal and statéhatities. We cannot make any
assessment as to the ultimate timing or the effettany future legislative reforms may have onteaants’ costs of doing business and on the
amount of reimbursement by government and othed-arty payors. More generally, and because ofiyfmamic nature of the legislative and
regulatory environment for health care products serdices, and in light of existing federal budggetoncerns, we cannot predict the impact
that broad-based, far-reaching legislative or raguy changes could have on the U.S. economy, uginbss or that of our operators and
tenants. The failure of Ensign or any of our otlesiants to comply with these laws, requirementsragdlations could materially and advers
affect their ability to meet their financial andntmactual obligations to us.

Finally, government investigations and enforcenamions brought against the health care industve vecreased dramatically over the
past several years and are expected to continuee $bthese enforcement actions represent noval tkgories and expansions in the
application of the Federal False Claims Act. Thetedor an operator of a health care property aawatwith both defending such enforcemen
actions and the undertakings in settling thes@asttan be substantial and could have a matenerse effect on the ability of an operator to
meet its obligations to us.

Tenants that fail to comply with federal, state atwtal licensure, certification and inspection lavead regulations may cease to operate our
healthcare facilities or be unable to meet theinéincial and other contractual obligations to us.

The healthcare operators to which we lease pregsestie subject to extensive federal, state, lowhiradustry-related licensure,
certification and inspection laws, regulations atahdards. Our tenanfsilure to comply with any of these laws, regulatmr standards cou
result in loss of accreditation, denial of reimtmment, imposition of fines, suspension or decestifon from federal and state healthcare
programs, loss of license or closure of the faciltor example, operations at our properties mguire a license, registration, certificate of
need, provider agreement or certification. Failfrany tenant to obtain, or the loss of, any resglilicense, registration, certificate of need,
provider agreement or certification would preverfagility from operating in the manner intendedduech tenant. Additionally, failure of our
tenants to generally comply with applicable lawd aggulations could adversely affect facilities @drby us, and therefore could materially
and adversely affect us. See “Business — GovernRegulation, Licensing and Enforcement — Healthtacensure and Certificate of
Need”
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Our tenants depend on reimbursement from governmant other third-party payors; reimbursement rateem such payors may be
reduced, which could cause our tenants’ revenueslézline and could affect their ability to meet th@bligations to us.

The federal government and a number of stateswarertly managing budget deficits, which may putgsure on Congress and the state
to decrease reimbursement rates for our tenartts thé goal of decreasing state expenditures ud@elicaid programs. The need to control
Medicaid expenditures may be exacerbated by thenfiat for increased enroliment in Medicaid due&t@mployment and declines in family
incomes. These potential reductions could be comged by the potential for federal cost-cutting gffdhat could lead to reductions in
reimbursement to our tenants under both the Mediimad Medicare programs. Potential reductions idikded and Medicare reimbursemen
our tenants could reduce the revenues of our tersant their ability to meet their obligations to us

The bankruptcy, insolvency or financial deteriorath of our tenants could delay or prevent our abjlito collect unpaid rents or require us
find new tenants

We receive substantially all of our income as maytments under leases of our properties. We hawemiwol over the success or failure
of our tenantsbusinesses and, at any time, any of our tenantsexygrience a downturn in its business that mayeme#s financial conditior
As a result, our tenants may fail to make rent payisiwhen due or declare bankruptcy. Any tenahtrés to make rent payments when due o
tenant bankruptcies could result in the terminatibthe tenant’s lease and could have a materiadrad effect on our business, financial
condition and results of operations and our abititynake distributions to our stockholders (whioluld adversely affect our ability to raise
capital or service our indebtedness). This rigk@gnified in situations where we lease multiplepgmties to a single tenant, as a multiple
property tenant failure could reduce or eliminaetal revenue from multiple properties.

If tenants are unable to comply with the termshefleases, we may be forced to modify the leasemys that are unfavorable to us.
Alternatively, the failure of a tenant to performder a lease could require us to declare a defapibssess the property, find a suitable
replacement tenant, hire third-party managers toaip the property or sell the property. Thereigassurance that we would be able to lease
property on substantially equivalent or better ®than the prior lease, or at all, find anothedifjad tenant, successfully reposition the
property for other uses or sell the property omtethat are favorable to us. It may be more diffitufind a replacement tenant for a healthc
property than it would be to find a replacementtgrfor a general commercial property due to tleeispized nature of the business. Even i
are able to find a suitable replacement tenara fmroperty, transfers of operations of healthcacdifies are subject to regulatory approvals no
required for transfers of other types of commeroj@rations, which may affect our ability to susfaBy transition a property.

If any lease expires or is terminated, we coulddsponsible for all of the operating expensesHat property until it is re-leased or sold.
If we experience a significant number of un-leageaperties, our operating expenses could incragséisantly. Any significant increase in
our operating costs may have a material adversetefh our business, financial condition and resofitoperations, and our ability to make
distributions to our stockholders.

If one or more of our tenants files for bankrupteljef, the U.S. Bankruptcy Code provides that btdehas the option to assume or rejec
the unexpired lease within a certain period of tideey bankruptcy filing by or relating to one ofraienants could bar all efforts by us to col
pre-bankruptcy debts from that tenant or seizpridperty. A tenant bankruptcy could also delay eftorts to collect past due balances under
the leases and could ultimately preclude colleatiball or a portion of these sums. It is possiblgt we may recover substantially less than the
full value of any unsecured claims we hold, if awiich may have a material adverse effect on osimmss, financial condition and results of
operations, and our ability to make distributioo®tr stockholders. Furthermore, dealing with aigis bankruptcy or other default may divert
management’s attention and cause us to incur sulateegal and other costs.
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The geographic concentration of some of our fad#éis could leave us vulnerable to an economic downtuegulatory changes or acts of
nature in those areas.

Our properties are located in twelve differentegatvith concentrations in Texas and Californiee Pphoperties in these two states
accounted for approximately 31% and 19%, respdgtiof the total operational beds and units in partfolio, as of December 31, 2014 and
approximately 25% and 25%, respectively, of outakimcome for the year ended December 31, 2014 #sult of this concentration, the
conditions of local economies and real estate nisrkdanges in governmental rules, regulationsraintbursement rates or criteria, change
demographics, state funding, acts of nature aner détctors that may result in a decrease in deraadébr reimbursement for skilled nursing
services in these states could have a dispropaitgnadverse effect on our tenants’ revenue, @elgesults of operations, which may affect
their ability to meet their obligations to us.

Our facilities located in Texas are especially spsible to natural disasters such as hurricanesadimes and flooding, and our facilities
located in California are particularly susceptitianatural disasters such as fires, earthquakesnaddlides. These acts of nature may cause
disruption to our tenants, their employees andfacitities, which could have an adverse impact ontenantspatients and businesses. In ol
to provide care for their patients, our tenantsdegendent on consistent and reliable deliverpofif pharmaceuticals, utilities and other good
to our facilities, and the availability of employet® provide services at the facilities. If theidedy of goods or the ability of employees to re
our facilities were interrupted in any materialpest due to a natural disaster or other reasom®utd have a significant impact on our facili
and our tenants’ businesses at those facilitieghEBtmore, the impact, or impending threat, of aurs disaster may require that our tenants
evacuate one or more facilities, which would belgand would involve risks, including potentialigtal risks, for their patients. The impact of
disasters and similar events is inherently unaertaiich events could harm our tenaptients and employees, severely damage or deste
or more of our facilities, harm our tenants’ buss\aeputation and financial performance, or otiswause our tenantsisinesses to suffer
ways that we currently cannot predict.

We pursue acquisitions of additional properties aséek other strategic opportunities in the ordinacgurse of our business, which may
result in the use of a significant amount of managent resources or significant costs, and we may fullly realize the potential benefits of
such transactions

We pursue acquisitions of additional properties saek acquisitions and other strategic opportunitighe ordinary course of our
business. Accordingly, we are often engaged inuatalg potential transactions and other stratelggcratives. In addition, from time to time,
we engage in discussions that may result in omaase transactions. Although there is uncertainét #ny of these discussions will result in
definitive agreements or the completion of anydeation, we may devote a significant amount ofrnanagement resources to such a
transaction, which could negatively impact our agiens. We may incur significant costs in connattidth seeking acquisitions or other
strategic opportunities regardless of whether thiesiaction is completed and in combining our opematif such a transaction is completed. In
the event that we consummate an acquisition otegfi@alternative in the future, there is no assceahat we would fully realize the potential
benefits of such a transaction.

We operate in a highly competitive industry andefaompetition from other REITS, investment compsnigivate equity and hedge fund
investors, sovereign funds, healthcare operatensidrs and other investors, some of whom are gignify larger and have greater resources
and lower costs of capital. Increased competitidhmake it more challenging to identify and sucsfedly capitalize on acquisition
opportunities that meet our investment objectiVese cannot identify and purchase a sufficientrgfitg of suitable properties at favorable
prices or if we are unable to finance acquisitioncommercially favorable terms, our business i position or results of operations could
be materially and adversely affected. Additionalhge fact that we must distribute 90% of our REdAXable income in order to maintain our
qualification as a REIT may limit our ability tolyaupon rental payments from our leased propediesibsequently acquired properties in @
to finance
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acquisitions. As a result, if debt or equity finamgcis not available on acceptable terms, furtlguésitions might be limited or curtailed.
Transactions involving properties we might seelidquire entail risks associated with real estatestments generally, including that the
investment’'s performance will fail to meet expeictas or that the tenant, operator or manager witlesperform.

Required regulatory approvals can delay or prohibiainsfers of our healthcare properties, which calutesult in periods in which we ar
unable to receive rent for such properties.

Our tenants which operate SNFs and other healtliaeitéties must be licensed under applicable seateand, depending upon the type
facility, certified or approved as providers untiex Medicare and/or Medicaid programs. Prior totthasfer of the operations of such
healthcare properties to successor operators giiveoperator generally must become licensed under Etw and, in certain states, receive
change of ownership approvals under certificateesfd laws (which provide for a certification thia state has made a determination that a
need exists for the beds located on the propenty) iiapplicable, Medicare and Medicaid providppeovals. If an existing lease is terminated
or expires and a new tenant is found, then anydeétathe new tenant receiving regulatory approfrals the applicable federal, state or local
government agencies, or the inability to receivehsapprovals, may prolong the period during whighase unable to collect the applicable
rent.

We may be required to incur substantial renovatioosts to make certain of our healthcare propertsstable for other operators and
tenants.

Healthcare facilities are typically highly customizand may not be easily adapted to non-healthetated uses. The improvements
generally required to conform a property to heatkaise, such as upgrading electrical, gas andhphgninfrastructure, are costly and at times
tenant-specific. A new or replacement tenant taatgeone or more of our healthcare facilities meqyuire different features in a property,
depending on that tenant’s particular operatidng.current tenant is unable to pay rent and vacaigroperty, we may incur substantial
expenditures to modify a property before we are édlsecure another tenant. Also, if the propeeds to be renovated to accommodate
multiple tenants, we may incur substantial expemdg before we are able to release the space. €kpsaditures or renovations could
materially and adversely affect our business, fafrcondition or results of operations.

We may not be able to sell properties when we @elseécause real estate investments are relativétyid, which could materially and
adversely affect our business, financial positionrmsults of operations.

Real estate investments generally cannot be saddtlguln addition, some of our properties servecaklateral for our secured debt
obligations and cannot readily be sold unless tioerlying secured mortgage indebtedness is comtlyneepaid. We may not be able to vary
our portfolio promptly in response to changes mtbal estate market. A downturn in the real estateket could materially and adversely
affect the value of our properties and our abtiitysell such properties for acceptable prices ootber acceptable terms. We also cannot pr
the length of time needed to find a willing puratraand to close the sale of a property or portfofiproperties. These factors and any others
that would impede our ability to respond to adverisanges in the performance of our properties cowdterially and adversely affect our
business, financial position or results of operatio

An increase in market interest rates could increasér interest costs on existing and future debt acoluld adversely affect our stock pric

If interest rates increase, so could our interestxcfor any new debt and our variable rate delgations under our senior secured
revolving credit facility (the “Credit Facility”) ad the variable rate portion of our General ElecBapital Corporation secured mortgage debt
(“GECC loan”). This increased cost could make the
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financing of any acquisition more costly, as walll@wer our current period earnings. Rising interates could limit our ability to refinance
existing debt when it matures or cause us to pglgertiinterest rates upon refinancing. In additamincrease in interest rates could decrease
the access third parties have to credit, therebyedsing the amount they are willing to pay for assets and consequently limiting our ability
to reposition our portfolio promptly in responsecttanges in economic or other conditions. Furtther dividend yield on our common stock,
a percentage of the price of such common stockjnfflience the price of such common stock. Thusingrease in market interest rates may
lead prospective purchasers of our common stoekpect a higher dividend yield, which could advirséfect the market price of our
common stock.

If we lose our key management personnel, we maylmable to successfully manage our business anuee our objectives

Our success depends in large part upon the leadenstl performance of our executive management,tparticularly Gregory K.
Stapley and other key employees. If we lose theices of Mr. Stapley or any of our other key empgley, we may not be able to successfully
manage our business or achieve our business olgscti

We or our tenants may experience uninsured or unidsured losses, which could result in a significalatss of the capital we have invested
in a property, decrease anticipated future revenwgsause us to incur unanticipated expense.

Our lease agreements with operators (includindetiign Master Leases) require that the tenant miaicbmprehensive liability and
hazard insurance, and we maintain customary inseror the ILFs that we own and operate. HoweVeste are certain types of losses
(including, but not limited to, losses arising fr@amvironmental conditions or of a catastrophic regtauch as earthquakes, hurricanes and
floods) that may be uninsurable or not economidakyirable. Insurance coverage may not be suffi¢@epay the full current market value or
current replacement cost of a loss. Inflation, ¢feanin building codes and ordinances, environmeatasiderations, and other factors also
might make it infeasible to use insurance procéedsplace the property after such property has bdaenaged or destroyed. Under such
circumstances, the insurance proceeds received migtbe adequate to restore the economic posiitimrespect to such property.

If one of our properties experiences a loss thahiasured or that exceeds policy coverage limiscould lose the capital invested in the
damaged property as well as the anticipated futasé flows from the property. If the damaged prypisrsubject to recourse indebtedness, w
could continue to be liable for the indebtednesnéf/the property is irreparably damaged.

In addition, even if damage to our properties igeted by insurance, a disruption of business cabgedcasualty event may result in los:s
of revenue for our tenants or us. Any businessriapgion insurance may not fully compensate themsofor such loss of revenue. If one of out
tenants experiences such a loss, it may be unalkgisfy its payment obligations to us underatske with us.

Environmental compliance costs and liabilities assated with real estate properties owned by us mmaterially impair the value of thos
investments.

Under various federal, state and local laws, omitea and regulations, as a current or previous oofreal estate, we may be requiret
investigate and clean up certain hazardous or ®istances or petroleum released at a propedynay be held liable to a governmental
entity or to third parties for property damage &mdnvestigation and cleanup costs incurred bythirel parties in connection with the
contamination. In addition, some environmental lavwesate a lien on the contaminated site in favahefgovernment for damages and the cos
it incurs in connection with the contamination. ther we nor our tenants carry environmental instgaon our properties. Although we
generally require our tenants, as operators ohealthcare properties, to indemnify us for envirental liabilities they cause, such liabilities
could exceed the financial ability of the tenanintdemnify us or the value of the contaminated prop The presence of contamination or the
failure to
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remediate contamination may materially adverseigcafour ability to sell or lease the real estateodorrow using the real estate as collateral
As the owner of a site, we may also be held liablénird parties for damages and injuries resulfiogn environmental contamination
emanating from the site. Although we will be getigrimdemnified by our tenants for contaminatiorusad by them, these indemnities may
adequately cover all environmental costs. We msg ekperience environmental liabilities arisingriroonditions not known to us.

The impact of healthcare reform legislation on us@ our tenants cannot accurately be predicted.

Legislative proposals are introduced or proposdddngress and in some state legislatures eachhearould effect major changes in
the healthcare system, either nationally or asth&e level. We cannot accurately predict whethgrfature legislative proposals will be
adopted or, if adopted, what effect, if any, thesgposals would have on our tenants and, thushusiness.

Notably, in March 2010, President Obama signedlmitothe Affordable Care Act. The passage of thimriable Care Act has resultec
comprehensive reform legislation that has expameadthcare coverage to millions of uninsured peaplt provides for significant changes to
the U.S. healthcare system over the next seveaasy@&o help fund this expansion, the AffordableeCact outlines certain reductions in
Medicare reimbursements for various healthcareigers, including long-term acute care hospitals @Ndés, as well as certain other changes
to Medicare payment methodologies. This comprekertstalthcare legislation provides for extensiveri rulemaking by regulatory
authorities, and also may be altered or amendedeWie can anticipate that some of the rulemakiva will be promulgated by regulatory
authorities will affect our tenants and the marinerhich they are reimbursed by the federal healthprograms, we cannot accurately predic
today the impact of those regulations on our tesxand, thus, on our business.

The Supreme Court’s decision upholding the constitality of the individual mandate while strikipwn the provisions linking federal
funding of state Medicaid programs with a federatlgndated expansion of those programs has noteddhe uncertain impact that the law
will have on healthcare delivery systems over et decade. We can expect that the federal aumritill continue to implement the law, b
because of the Supreme Court’s mixed ruling, the@ementation will take longer than originally expegt, with a commensurate increase in th
period of uncertainty regarding the law’s full loregm financial impact on the delivery of and payptfer healthcare.

Other legislative changes have been proposed apteatisince the Affordable Care Act was enactedgtwalso may impact our
business. For instance, on April 1, 2014, the HBeggisigned the Protecting Access to Medicare A2D&4, which, among other things,
requires the Centers for Medicare & and Medicaid/iBes (“CMS”) to measure, track, and publish reeion rates of SNFs by 2017 and
implement a value-based purchasing program for SMies'SNF VBP Program”) by October 1, 2018. TheFSIRBP Program will increase
Medicare reimbursement rates for SNFs that achiewain levels of quality performance measurestdédveloped by CMS, relative to other
facilities. The value-based payments authorizethbySNF VBP Program will be funded by reducing Medé payment for all SNFs by 2%
and redistributing up to 70% of those funds to kpgiforming SNFs. If Medicare reimbursement prodite our healthcare tenants is reduced
under the SNF VBP Program, that reduction may lvadverse impact on the ability of our tenantsiéet their obligations to us.

Risks Related to the Spin-Off

We may not achieve some or all the benefits thatexpected to achieve from the Spin-Off.

The Spin-Off may not have the full or any strategyid financial benefits that we expected, or swetelits may be delayed or may not
materialize at all. The anticipated benefits of $pen-Off were based on a number of assumptionghahay prove incorrect. For example, we
believed that the Spin-Off would allow us to acquir
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properties in different asset classes, diversifytenant base and reduce our financing costs.drtlent that the Spin-Off does not have these
and other expected benefits for any reason, oanéial condition and our ability to make distrilaunts to our stockholders could be adversely
affected (which could adversely affect our abitiyraise capital or service our indebtedness).

We may be unable to make, on a timely or cost-affecbasis, the changes necessary to operate a&parate and independent publicly
traded company primarily focused on owning a pottéoof healthcare properties.

We have limited historical operations as an indeahcompany and we are in the process of puttingace the infrastructure and
personnel necessary to operate as a separatedapident publicly traded company. As a resulhef3pin-Off, we are directly subject to,
and responsible for, regulatory compliance, inatgdhe reporting and other obligations under theharge Act, the requirements of the
Sarbanes-Oxley Act of 2002, as amended (the “Sasb@xley Act”), and compliance with NASDAQ Globablitet's (“NASDAQ”) continuec
listing requirements, as well as compliance withegally applicable tax and accounting rules. Thetaxge Act requires that we file annual,
quarterly and current reports about our busineddiaancial condition. Under the Sarbanes-Oxley, A@ must maintain effective disclosure
controls and procedures and internal control owerricial reporting, which require significant resms and management oversight. As an
emerging growth company, we are excluded from 8eetD4(b) of the Sarbanes-Oxley Act, which otheewimuld have required our auditors
to formally attest to and report on the effectivenef our internal control over financial reportiffigwe cannot maintain effective disclosure
controls and procedures or favorably assess teet&féness of our internal control over financegdaorting, or, once we are no longer an
emerging growth company, our independent registpoddic accounting firm cannot provide an unquatifattestation report on the
effectiveness of our internal control over finahegporting, investor confidence and, in turn, tharket price of our common stock could
decline (which could adversely affect our abiliyraise capital).

Ensign provides certain transition services towsyant to the Transition Services Agreement, whltdws us time to build the
infrastructure and retain the personnel necessampérate as a separate and independent publdgdrcompany without relying on such
transition services. Following the expiration of fiiransition Services Agreement, Ensign will bearntb obligation to provide further
assistance to us. Because our business has nohiséanically operated as a separate and indepéipdéficly traded company, we cannot
assure you that we will be able to successfullyl@ment the infrastructure or retain the personeekssary to operate as a separate and
independent publicly traded company or that we moll incur costs in excess of anticipated cosestablish such infrastructure and retain suc
personnel.

If the Spin-Off were to fail to qualify as a tax-free transaon for U.S. federal income tax purposes, Ensignca@areTrust could be subject
to significant tax liabilities and, in certain ciramstances, we could be required to indemnify Ensfgn material taxes pursuant to
indemnification obligations under the Tax Mattersgkeement that we entered into with Ensign.

Ensign has received from the Internal Revenue Beifthe “IRS”) a private letter ruling (the “IRS kg”), which provides substantially
to the effect that, on the basis of certain facesented and representations and assumptionseirfehe request submitted to the IRS, the
Spin-Off will qualify as tax-free under Sections388)(1)(D) and 355 of the Code. The IRS Ruling do&isaddress certain requirements for ta
free treatment of the Spin-Off under Section 35%hefCode, and Ensign received a tax opinion fitsnaix advisors, substantially to the effect
that, with respect to such requirements on whiehl®S will not rule, such requirements have be¢isfead. The IRS Ruling, and the tax
opinion that Ensign received from its tax advisoesy on, among other things, certain facts, regméstions, assumptions and undertakings,
including those relating to the past and futuredeant of our and Ensiga’businesses, and the IRS Ruling and the tax opimauld not be vali
if such facts, representations, assumptions andrtaddngs were incorrect in any material respectwithstanding the IRS Ruling and the tax
opinion, the IRS could determine the S@iff-should be treated as a taxable transactiok)f6t federal income tax purposes if it determingg
of the facts, representations,
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assumptions or undertakings that were includedemréquest for the IRS Ruling are false or have bvéglated or if it disagrees with the
conclusions in the opinions that are not coverethbyRS Ruling.

If the Spin-Off ultimately is determined to be thig Ensign would recognize taxable gain in an amhequal to the excess, if any, of the
fair market value of the shares of our common stwll by Ensign on the distribution date over En'sigax basis in such shares. Such taxabl
gain and resulting tax liability would be substahti

In addition, under the terms of the Tax Matterse&gnent that we entered into with Ensign (the “Taattts Agreement”), we generally
are responsible for any taxes imposed on Ensigratiee from the failure of the Spin-Off to qualdg tax-free for U.S. federal income tax
purposes, within the meaning of Sections 368(a)(L3hd 355 of the Code, to the extent such failargualify is attributable to certain actions,
events or transactions relating to our stock, assebusiness, or a breach of the relevant repiatsams or any covenants made by us in the Teg
Matters Agreement, the materials submitted to BR® in connection with the request for the IRS Rulim the representation letter provided in
connection with the tax opinion relating to thers@iff. Our indemnification obligations to Ensign ait&lsubsidiaries, officers and directors
not limited by any maximum amount. If we are regdito indemnify Ensign under the circumstanceah fin the Tax Matters Agreement,
may be subject to substantial tax liabilities.

We may not be able to engage in desirable stratéginsactions and equity issuances because of déentastrictions relating to requirement
for tax-free distributions for U.S. federal income tax pposes. In addition, we could be liable for advetag consequences resulting from
engaging in significant strategic or capital-raismtransactions.

Our ability to engage in significant strategic saations and equity issuances may be limited darice=d in order to preserve, for U.S.
federal income tax purposes, the tax-free natutbeSpin-Off.

Even if the Spin-Off otherwise qualifies for tavedr treatment under Sections 368(a)(1)(D) and 3%BeoCode, it may result in corporate
level taxable gain to Ensign under Section 355{¢h@ Code if 50% or more, by vote or value, ofrslsaof our stock or Ensign’s stock are
acquired or issued as part of a plan or serieslafed transactions that includes the Spin-Off. piteeess for determining whether an
acquisition or issuance triggering these provisioas occurred is complex, inherently factual artlgjesni to interpretation of the facts and
circumstances of a particular case. Any acquisitimnissuances of our stock or Ensign stock wighiwo-year period after the Spin-Off
generally are presumed to be part of such a pldmugh we or Ensign, as applicable, may be abtebat that presumption.

Under the Tax Matters Agreement that we enterexiith Ensign, we also are generally responsiblefty taxes imposed on Ensign -
arise from the failure of the Spin-Off to qualifg tax-free for U.S. federal income tax purposethiwithe meaning of Sections 368(a)(1)(D)
and 355 of the Code, to the extent such failumguilify is attributable to actions, events or ti@st®ns relating to our stock, assets or busines:
or a breach of the relevant representations orcamgnants made by us in the Tax Matters Agreentteainaterials submitted to the IRS in
connection with the request for the IRS Rulingte tepresentation letter provided to counsel imeation with the tax opinion.

Our agreements with Ensign may not reflect termsthwould have resulted from arm’s-length negotiati® with unaffiliated third parties.

The agreements related to the Spin-Off, includimg$eparation and Distribution Agreement, the Enbigster Leases, the Opportunities
Agreement (the “Opportunities Agreement”), the Matters Agreement, the Transition Services Agredraad the Employee Matters
Agreement (the “Employee Matters Agreement”) weegsd into with Ensign, were negotiated in the ceinté the SpinOff while we were stil
a wholly owned
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subsidiary of Ensign. As a result, although thageements are intended to reflect arm’s-length dethey may not reflect terms that would
have resulted from arm’s-length negotiations betwaraffiliated third parties. Conversely, certagmeements related to the Spin-Off may
include terms that are more favorable than thosewould have resulted from arm’s-length negotisiamong unaffiliated third parties.
Following expiration of those agreements, we maxeha enter into new agreements with unaffiliateictt parties, and such agreements may
include terms that are less favorable to us. Thed®f the agreements being negotiated in the gbofehe Spin-Off concern, among other
things, divisions and allocations of assets arulliiees and rights and obligations, between Ensigd us.

Our consolidated and combined financial data incled in this Annual Report do not purport to be in@itive of the results we would have
achieved as a separate and independent publiclgécompany and may not be a reliable indicatorfuture results.

Our consolidated and combined financial data inetlish this Annual Report may not reflect our bussdinancial position or results of
operations had we been a separate and independditiyptraded company during the periods presertedvhat our business, financial
position or results of operations will be in théuie as a separate and independent publicly treolegbany. Prior to the Spin-Off, our business
was operated by Ensign as part of one corporamaration and was not operated as a stand-alonpaigmBecause we did not acquire
ownership of the entities that own our real estatets until immediately prior to the Spin-Off, thistorical financial statements that are
included in this Annual Report are those of En$tgoperties or, in the case of financial statemastsf, and for the year ended, December 31
2014, include the historical results of Ensign Rrtips prior to June 1, 2014, the effective datthefSpin-Off. Significant changes occurred in
our cost structure, financing and business operatis a result of our operation as a stand-alompany and the entry into transactions with
Ensign that have not existed historically, inclgthe Ensign Master Leases.

For additional information about the basis of preagon of our consolidated and combined finand&h included in this Annual Report,
see “Management’s Discussion and Analysis of Firsu@ondition and Results of Operations” and thesodidated and combined historical
financial statements and accompanying notes, iecwlsewhere in this Annual Report.

The ownership by our chief executive officer, Gragd. Stapley, and one of our directors, ChristoptR. Christensen, of shares of Ensign
common stock may create, or may create the appeeganf, conflicts of interest.

Because of their former and current positions \Eitisign, respectively, our chief executive offid@regory K. Stapley, and one of our
directors, Christopher R. Christensen, own shaf&nsign common stock. Mr. Stapley and Mr. Chrisemmalso own shares of our common
stock. Their individual holdings of shares of oarmamon stock and Ensign common stock may be sigmificompared to their respective total
assets. These equity interests may create, or afgpe@ate, conflicts of interest when they aethwith decisions that may not benefit or
affect CareTrust and Ensign in the same manner.

Christopher R. Christensen, one of our directorsaynhave actual or potential conflicts of interese@ause of his position at Ensign.

Christopher R. Christensen, one of our directaratioues to serve as the chief executive officdEmdign as well as a member of
Ensign’s board of directors. As a result of Mr. iStensen’s service on CareTrust’s board of dirsctnansactions between Ensign and
CareTrust in an amount in excess of $120,000 ajestito our policy regarding related party tranisers, and require that Mr. Christensen
recuse himself from consideration of such traneasti Although transactions pursuant to the agretsveriered into prior to the Sp@#, such
as the Ensign Master Leases, are pre-approved thidgrolicy, new transactions between Ensign aaeTrust, or material changes to these
agreements, are subject to approval under theypdliowever, circumstances may arise that are rgestito the policy in which
Mr. Christensen will have or appear to have a pga@koonflict of
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interest, such as when our or Ensign’s managenmehtlimectors pursue the same corporate opportarotiéace decisions that could have
different implications for us and Ensign.

The Spin-Off could give rise to disputes or othemfavorable effects, which could materially and adgely affect our business, financial
position or results of operation:

The Spin-Off may lead to increased operating ahdrotxpenses, of both a nonrecurring and a regunditure, and to changes to certain
operations, which expenses or changes could aviseiant to arrangements made between Ensign aordcasild trigger contractual rights of,
and obligations to, third parties. Disputes witidhparties could also arise out of these transastiand we could experience unfavorable
reactions to the Spin-Off from employees, lendetings agencies, regulators or other interesteiiepaThese increased expenses, changes t
operations, disputes with third parties, or ottfégats could materially and adversely affect ousibass, financial position or results of
operations. In addition, disputes with Ensign caaride in connection with any of the Ensign Matieases, the Opportunities Agreement, the
Separation and Distribution Agreement, the TraosiServices Agreement, the Employee Matters Agregrntee Tax Matters Agreement or
other agreements.

Our potential indemnification liabilities pursuanto the Separation and Distribution Agreement couithterially and adversely affect us.

The Separation and Distribution Agreement betwesand Ensign includes, among other things, prowssgoverning the relationship
between us and Ensign after the Spin-Off. Amongiothings, the Separation and Distribution Agreenpeavides for indemnification
obligations designed to make us financially respmador substantially all liabilities that may exirelating to or arising out of our business. If
we are required to indemnify Ensign under the cirstances set forth in the Separation and Distobutigreement, we may be subject to
substantial liabilities.

In connection with the Spi-Off, Ensign agreed to indemnify us for certain kalities. However, there can be no assurance thage
indemnities will be sufficient to insure us againgte full amount of such liabilities, or that Ensigjs ability to satisfy its indemnification
obligation will not be impaired in the future.

Pursuant to the Separation and Distribution Agredirtee Tax Matters Agreement and other agreemeatsntered into in connection
with the Spin-Off, Ensign agreed to indemnify usdertain liabilities. However, third parties couldek to hold us responsible for any of the
liabilities that Ensign agreed to retain pursuarthese agreements, and there can be no assuhabh&nsign will be able to fully satisfy its
indemnification obligations under these agreemevitseover, even if we ultimately succeed in recanggefrom Ensign any amounts for which
we are held liable, we may be temporarily requicetear these losses while seeking recovery frosigan

The Spin-Off may expose us to potential liabilitiasising out of state and federal fraudulent conwance laws.

The Spin-Off and related transactions, includirg $pecial dividend paid on December 10, 2014 @petial Dividend”), are subject to
review under various state and federal fraudulentreyance laws. Under U.S. federal bankruptcy ladv@mparable provisions of state
fraudulent transfer or conveyance laws, which feoyn state to state, the Spin-Off or any of thated transactions could be voided as a
fraudulent transfer or conveyance if Ensign (ajrilisted property with the intent of hindering, algihg or defrauding creditors or (b) received
less than reasonably equivalent value or fair a@ration in return for such distribution, and ofi¢he following is also true at the time there
(1) Ensign was insolvent or rendered insolventdason of the Spin-Off or any related transactigphti{e Spin-Off or any related transaction
left Ensign with an unreasonably small amount @iiteh or assets to carry on the business, or (3jgenintended to, or believed that, it would
incur debts beyond its ability to pay as they matur
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As a general matter, value is given under U.S.ftava transfer or an obligation if, in exchange thoe transfer or obligation, property is
transferred or a valid antecedent debt is secursdtesfied. A debtor will generally not be consiltto have received value under U.S. law in
connection with a distribution to its stockholders.

We cannot be certain as to the standards a U.& would use to determine whether or not Ensign iaslvent at the relevant time. In
general, however, a U.S. court would deem an ems#tglvent if: (1) the sum of its debts, includiogntingent and unliquidated liabilities, was
greater than the value of its assets, at a fairat@n; (2) the present fair saleable value oa#sets was less than the amount that would be
required to pay its probable liability on its ekigt debts, including contingent liabilities, asyi®ecome absolute and mature; or (3) it could nc
pay its debts as they became due.

If a U.S. court were to find that the Spin-Off waafraudulent transfer or conveyance, a court ceald the SpinOff, require stockholdel
to return to Ensign some or all of the shares afimon stock distributed in the Spin-Off or requiteckholders to pay as money damages an
equivalent of the value of the shares of commoaokstd the time of the Spin-Off. If a U.S. court wéo find that the Special Dividend was a
fraudulent transfer or conveyance, a court could tlee Special Dividend, require stockholders tome to us some or all of the Special
Dividend or require stockholders to pay as moneyatges an equivalent of the value of the Specialdeid. Moreover, stockholders could be
required to return any dividends previously paidusy With respect to any transfers from Ensignstafuany such transfer was found to be a
fraudulent transfer, a court could void the tratisacor Ensign could be awarded monetary damagethéodifference between the
consideration received by Ensign and the fair ntarkkie of the transferred property at the timéhef Spin-Off.

We are subject to certain continuing operationall@ations pursuant to Ensign’s 2013 Corporate Inteéty Agreement.

As part of compliance with various requirement$eaferal and private healthcare programs, Ensigntarsibsidiaries are required to
maintain a corporate compliance program pursuaatdorporate integrity agreement that Ensign edter® in October 2013 with the Office
the Inspector General of the U.S. Department oftHeand Human Services. Although we are no longaulasidiary of Ensign, we are subject
to certain continuing operational obligations ag pAEnsign’s compliance program pursuant to th&, @cluding certain training in Medicare
and Medicaid laws for our employees. Failure tcetimcomply with the applicable terms of the CIA twbresult in substantial civil or criminal
penalties, which could adversely affect our finahcondition and results of operations.

Risks Related to Our Status as a REIT

If we do not qualify to be taxed as a REIT, or fad remain qualified as a REIT, we will be subjeict U.S. federal income tax as a regul
corporation and could face a substantial tax lialyl, which could adversely affect our ability toise capital or service our indebtedness.

We currently operate, and intend to continue taaige in a manner that will allow us to qualifytie taxed as a REIT for U.S. federal
income tax purposes, which we currently expectctmuo commencing with our taxable year ended Dece®be2014. We received an opinion
of our counsel with respect to our qualificationreaREIT in connection with the Spin-Off. Investst®uld be aware, however, that opinions of
advisors are not binding on the IRS or any coune dpinion of our counsel represents only the \oéwur counsel based on its review and
analysis of existing law and on certain repres@matas to factual matters and covenants made,bigiaisding representations relating to the
values of our assets and the sources of our incBheeopinion is expressed as of the date issuedc@unsel has no obligation to advise us or
the holders of any of our securities of any subsatjghange in the matters stated, representecdsomasl or of any subsequent change in
applicable law. Furthermore, both the validity lo¢ topinion of our counsel and our qualificatiormeREIT will depend on our satisfaction of
certain asset, income, organizational, distribytsiackholder ownership and other
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requirements on a continuing basis, the resultghaéh will not be monitored by our counsel. Ourliépito satisfy the asset tests depends upor
our analysis of the characterization and fair mavidues of our assets, some of which are not gtikbe to a precise determination, and for
which we will not obtain independent appraisals.

If we were to fail to qualify to be taxed as a RHtTany taxable year, we would be subject to Uelefal income tax, including any
applicable alternative minimum tax, on our taxabt®me at regular corporate rates, and dividenastpaour stockholders would not be
deductible by us in computing our taxable incomey Aesulting corporate liability could be substahéind would reduce the amount of cash
available for distribution to our stockholders, athin turn could have an adverse impact on theevaftour common stock. Unless we were
entitled to relief under certain Code provisions, also would be disqualified from re-electing totineed as a REIT for the four taxable years
following the year in which we failed to qualify be taxed as a REIT, which could adversely affectfimancial condition and results of
operations.

Qualifying as a REIT involves highly technical ancomplex provisions of the Code.

Qualification as a REIT involves the applicationhighly technical and complex Code provisions fdvict only limited judicial and
administrative authorities exist. Even a technarahadvertent violation could jeopardize our RE|Talification. Our qualification as a REIT
will depend on our satisfaction of certain assetpime, organizational, distribution, stockholdemewship and other requirements on a
continuing basis. In addition, our ability to sétithe requirements to qualify to be taxed as alRfhy depend in part on the actions of third
parties over which we have no control or only leditinfluence.

Legislative or other actions affecting REITs coulthve a negative effect on u

The rules dealing with U.S. federal income taxatiom constantly under review by persons involvetthénlegislative process and by the
IRS and the U.S. Department of the Treasury (thed3ury”). Changes to the tax laws or interpretatiereof, with or without retroactive
application, could materially and adversely affeat investors or us. We cannot predict how changése tax laws might affect our investors
or us. New legislation, Treasury regulations, adstiative interpretations or court decisions caighificantly and negatively affect our ability
to qualify to be taxed as a REIT or the U.S. febim@ome tax consequences to our investors and sisab qualification.

We could fail to qualify to be taxed as a REIT iidome we receive from our tenants is not treatedjaalifying income.

Under applicable provisions of the Code, we wilt he treated as a REIT unless we satisfy varioggirements, including requirements
relating to the sources of our gross income. Resusived or accrued by us from our tenants willbetreated as qualifying rent for purpose
these requirements if the leases are not respastéde leases for U.S. federal income tax purpasésre instead treated as service contract:
joint ventures or some other type of arrangeméiel leases are not respected as true leasesSofddleral income tax purposes, we
likely fail to qualify to be taxed as a REIT.

In addition, subject to certain exceptions, rert®ived or accrued by us from our tenants willbetreated as qualifying rent for
purposes of these requirements if we or a benkticieonstructive owner of 10% or more of our stbekeficially or constructively owns 10%
or more of the total combined voting power of disses of stock entitled to vote or 10% or mortheftotal value of all classes of stock.
CareTrust's charter provides for restrictions omevship and transfer of CareTrust's shares of stockuding restrictions on such ownership
or transfer that would cause the rents receiveatorued by us from our tenants to be treated asjoalifying rent for purposes of the REIT
gross income requirements. Nevertheless, therbeam assurance that such restrictions will bectiffe in ensuring that rents received or
accrued by us from our tenants will not be treaedualifying rent for purposes of REIT qualificatirequirements.
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Dividends payable by REITs do not qualify for theduced tax rates available for some dividen

The maximum U.S. federal income tax rate applicabiacome from “qualified dividends” payable by3J.corporations to U.S.
stockholders that are individuals, trusts and estat currently 20%. Dividends payable by REITsyéweer, generally are not eligible for the
reduced rates. Although these rules do not adweadfect the taxation of REITs, the more favoratalees applicable to regular corporate
qualified dividends could cause investors who addiduals, trusts and estates to perceive invastsria REITs to be relatively less attractive
than investments in the stocks of non-REIT corponatthat pay dividends, which could adverselycftae value of the stock of REITS,
including our stock.

REIT distribution requirements could adversely affeour ability to execute our business pla

We generally must distribute annually at least 9fi%ur REIT taxable income, determined without relga the dividends paid deduct
and excluding any net capital gains, in order fotaiqualify to be taxed as a REIT (assuming thata other requirements are also satisfied)
so that U.S. federal corporate income tax doespply to earnings that we distribute. To the exthat we satisfy this distribution requirement
and qualify for taxation as a REIT but distributed than 100% of our REIT taxable income, deterthimi¢hout regard to the dividends paid
deduction and including any net capital gains, vilehe subject to U.S. federal corporate incomedeour undistributed net taxable income
addition, we will be subject to a 4% nondeductiteise tax if the actual amount that we distrilioteur stockholders in a calendar year is les
than a minimum amount specified under U.S. fedame tax laws. We intend to make distributionsto stockholders to comply with the
REIT requirements of the Code.

Our funds from operations are generated primasilyemts paid under the Ensign Master Leases. Fromtb time, we may generate
taxable income greater than our cash flow as dtresdifferences in timing between the recognitmfrtaxable income and the actual receipt o
cash or the effect of nondeductible capital expemels, the creation of reserves or required debhwrtization payments. If we do not have
other funds available in these situations, we cteldequired to borrow funds on unfavorable tesei,assets at disadvantageous prices or
distribute amounts that would otherwise be investddture acquisitions in order to make distribbats sufficient to enable us to pay out enc
of our taxable income to satisfy the REIT distribotrequirement and to avoid being subject to cafmincome tax and the 4% excise tax in &
particular year. These alternatives could increasecosts or reduce our equity.

Even if we remain qualified as a REIT, we may facther tax liabilities that reduce our cash flov

Even if we remain qualified for taxation as a RENg may be subject to certain U.S. federal, statd,local taxes on our income and
assets, including taxes on any undistributed incantkstate or local income, property and transbees. For example, we may hold some of
our assets or conduct certain of our activitiestlgh one or more taxable REIT subsidiaries (eathR&”) or other subsidiary corporations
that will be subject to U.S. federal, state, armhla@orporate-level income taxes as regular C gatfpms. In addition, we may incur a 100%
excise tax on transactions with a TRS if they areconducted on an arm’s-length basis. Any of thazes would decrease cash available for
distribution to our stockholders.

Complying with REIT requirements may cause us tago otherwise attractive acquisition opportunities liquidate otherwise attractive
investments.

To qualify to be taxed as a REIT for U.S. fedenalome tax purposes, we must ensure that, at theferath calendar quarter, at least
75% of the value of our assets consists of casi items, government securities and “real estatetsis(as defined in the Code). The
remainder of our investments (other than governreeatrities, qualified real estate assets and isesussued by a TRS) generally cannot
include more than 10% of the outstanding votingisées of any one issuer or more than 10% of thel tvalue of the outstanding securities of
any one issuer. In addition, in general, no moam th% of the value of our total assets (other than
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government securities, qualified real estate assetssecurities issued by a TRS) can consist afehbarities of any one issuer, and no more
than 25% of the value of our total assets can pesented by securities of one or more TRSs. lfavéo comply with these requirements at
the end of any calendar quarter, we must correctaiture within 30 days after the end of the cdblamquarter or qualify for certain statutory
relief provisions to avoid losing our REIT qualdition and suffering adverse tax consequences.résudt, we may be required to liquidate or
forgo otherwise attractive investments. These ast@muld have the effect of reducing our incomeamdunts available for distribution to our
stockholders.

In addition to the asset tests set forth abovgutdify to be taxed as a REIT we must continuadlijs$y tests concerning, among other
things, the sources of our income, the amountsistalzlite to our stockholders and the ownershipwfstock. We may be unable to pursue
investments that would be otherwise advantageous to order to satisfy the source-of-income oetsdsversification requirements for
qualifying as a REIT. Thus, compliance with the RE¢quirements may hinder our ability to make dargdtractive investments.

Complying with REIT requirements may limit our alify to hedge effectively and may cause us to intax liabilities.

The REIT provisions of the Code substantially limitr ability to hedge our assets and liabiliti@&dme from certain hedging transacti
that we may enter into to manage risk of interatg changes with respect to borrowings made oe tm&de to acquire or carry real estate a
does not constitute “gross income” for purposethef75% or 95% gross income tests that apply torREirovided that certain identification
requirements are met. To the extent that we enterather types of hedging transactions or faprtaperly identify such transaction as a hedge
the income is likely to be treated as non-qualiyimcome for purposes of both of the gross incossest As a result of these rules, we may be
required to limit our use of advantageous hedgiegiques or implement those hedges through a TRS could increase the cost of our
hedging activities because the TRS may be suljdeixton gains or expose us to greater risks a@sacwith changes in interest rates than we
would otherwise want to bear. In addition, lossethe TRS will generally not provide any tax befefkcept that such losses could
theoretically be carried back or forward against et future taxable income in the TRS.

Even if we qualify to be taxed as a REIT, we colild subject to tax on any unrealized net b-in gains in our assets held before electing to
be treated as a REIT.

Following our REIT election, we will own apprecidtassets that were held by a C corporation and aeyeired by us in a transaction in
which the adjusted tax basis of the assets in andéiwas determined by reference to the adjustgd bhthe assets in the hands of the C
corporation. If we dispose of any such appreciatesets during the ten-year period following ourlifjoation as a REIT, we will be subject to
tax at the highest corporate tax rates on anyfgain such assets to the extent of the excess dathenarket value of the assets on the date
we became a REIT over the adjusted tax basis &f assets on such date, which are referred to #sibgjains. We would be subject to this
liability even if we qualify and maintain our statas a REIT. Any recognized built-in gain will ri@et&s character as ordinary income or capita
gain and will be taken into account in determiniRiglT taxable income and our distribution requiremémy tax on the recognized built-in
gain will reduce REIT taxable income. We may choostto sell in a taxable transaction appreciassets we might otherwise sell during the
ten-year period in which the built-in gain tax @pplin order to avoid the built-in gain tax. Howeuéere can be no assurances that such a
taxable transaction will not occur. If we sell sudsets in a taxable transaction, the amount giocate tax that we will pay will vary depend
on the actual amount of net built-in gain or losssgnt in those assets as of the time we becani#Ta Rhe amount of tax could be significant.

Uncertainties relating to CareTrust's estimate a§i‘earnings and profits” attributable to C-corpot@n taxable years may have an adverse
effect on our distributable cash flow.

In order to qualify as a REIT, a REIT cannot havtha end of any REIT taxable year any undistridwarnings and profits (‘E&P”) that
are attributable to a C-corporation taxable yeaREAT that has non-REIT
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accumulated earnings and profits has until theectidsts first full tax year as a REIT to distrieuduch earnings and profits. Failure to meet thi
requirement would result in CareTrust’s disquadifion as a REIT. In connection with the Compangteition to qualify as a real estate
investment trust, on October 17, 2014, the Compahgard of directors declared the Special Dividendistribute the amount of accumulated
E&P allocated to the Company as a result of the-8gf. The amount of the Special Dividend was $038illion, or approximately $5.88 per
common share. It was paid on December 10, 201stptrikholders of record as of October 31, 2014,éorabination of both cash and stock.
The cash portion totaled $33.0 million and the Isfoartion totaled $99.0 million. The Company iss@@74,249 shares of common stock in
connection with the stock portion of the Specialidénd.

The determination of non-REIT earnings and prasitsomplicated and depends upon facts with regpaghich CareTrust may have had
less than complete information or the applicatibthe law governing earnings and profits, whickudject to differing interpretations, or both.
Consequently, there are substantial uncertaingi@simg to the estimate of CareTrust's iRBIT earnings and profits, and we cannot be as:
that the earnings and profits distribution requieetrhas been met. These uncertainties includedssllity that the IRS could upon audit, as
discussed above, increase the taxable income efl@sst, which would increase the non-REIT earnengs profits of CareTrust. There can be
no assurances that we have satisfied the requitemen

Risks Related to Our Capital Structure
We have substantial indebtedness and we have thiéyato incur significant additional indebtedness.

As of December 31, 2014, we had approximately $358llion of indebtedness, consisting of $260.0lioml representing our 5.875%
Senior Notes due 2021 (the “Notes”) and approxitya#88.2 million of secured mortgage indebtedneghird parties. We also had $84.2
million available for borrowing under the Creditdiy (given the borrowing base requirements @& @redit Facility). Our high level of
indebtedness may have the following important cqueaces to us. For example, it could:

* require us to dedicate a substantial portioauwfcash flow from operations to make principal arterest payments on our
indebtedness, thereby reducing our cash flow avail® fund working capital, dividends, capital ergitures and other general
corporate purpose

e require us to maintain certain debt coverage ahdrdinancial ratios at specified levels, therebgucing our financial flexibility
» make it more difficult for us to satisfy our findatobligations, including the Notes and borrowingeler the Credit Facility

* increase our vulnerability to general adverse egbo@nd industry conditions or a downturn in ousibess

e expose us to increases in interest rates for aiahla rate debt

« limit, along with the financial and other réstive covenants in our indebtedness, our abitthorrow additional funds on favorable
terms or at all to expand our business or easéalligjiconstraints

« limit our ability to refinance all or a portion ofir indebtedness on or before maturity on the samneore favorable terms or at ¢
» limit our flexibility in planning for, or reactingp, changes in our business and our indu:

» place us at a competitive disadvantage relativeiopetitors that have less indebtedn

e increase our risk of property losses as the re$ditireclosure actions initiated by lenders undarsecured debt obligatior

e require us to dispose of one or more of oupprties at disadvantageous prices in order tocndr indebtedness or to raise funds
to pay such indebtedness at maturity;
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» resultin an event of default if we fail toisét our obligations under the Notes or our othelotdbr fail to comply with the financial
and other restrictive covenants contained in tderture governing the Notes, the Credit Facilitpar other debt instruments,
which event of default could result in all of owgld becoming immediately due and payable and qoedohit certain of our lenders
to foreclose on our assets securing such

In addition, the Credit Facility and the indentgmverning the Notes permit us to incur substantitlitional debt, including secured debt.
If we incur additional debt, the related risks désed above could intensify.

We may be unable to service our indebtedness.

Our ability to make scheduled payments on andfinaece our indebtedness depends on and is subjeat future financial and
operating performance, which in turn is affectedgbyeral and regional economic, financial, competitousiness and other factors beyond
control, including the availability of financing the international banking and capital markets. Ruginess may fail to generate sufficient cast
flow from operations or future borrowings may bewailable to us under the Credit Facility or frother sources in an amount sufficient to
enable us to service our debt, to refinance out dieto fund our other liquidity needs. If we amable to meet our debt obligations or to fund
our other liquidity needs, we will need to resturetor refinance all or a portion of our debt. Wayrbbe unable to refinance any of our debt on
commercially reasonable terms or at all. If we weamable to make payments or refinance our debb@i new financing under these
circumstances, we would have to consider othepoptisuch as asset sales, equity issuances aegfatiations with our lenders to restructure
the applicable debt. The Credit Facility and th#eimture governing the Notes restrict, and markéiusiness conditions may limit, our ability
take some or all of these actions. Any restructudnrefinancing of our indebtedness could be glhdyi interest rates and may require us to
comply with more onerous covenants that could furtlestrict our business operations. In additiba,Gredit Facility and the indenture
governing the Notes permit us to incur additiorethtylincluding secured debt, subject to the satisfia of certain conditions.

We rely on our subsidiaries for our operating funds

We conduct our operations through subsidiariescape@nd on our subsidiaries for the funds necessargerate and repay our debt
obligations. Each of our subsidiaries is a distlagal entity and has no obligation, contingenttiverwise, to transfer funds to us. In addition,
the ability of our subsidiaries to transfer fundsus could be restricted by the terms of subseduanricings.

Covenants in our debt agreements restrict our aittds and could adversely affect our business.

Our debt agreements, including the indenture gangrimne Notes and the Credit Facility, contain @as covenants that limit our ability
and the ability of our subsidiaries to engage inowes transactions including, as applicable:

* incurring or guaranteeing additional secured arskaured deb

e creating liens on our asse

e paying dividends or making other distributions mgeeming or repurchasing capital stc
« making investments or other restricted payme

» entering into transactions with affiliate

» issuing stock of or interests in subsidiari

* engaging in nc-healthcare related business activit

e creating restrictions on the ability of our subaitis to pay dividends or other amounts tc
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» selling asset:
» effecting a consolidation or merger or sellingalsubstantially all of our asse
* making acquisitions; an

» amending certain material agreements, includingeratieases and debt agreeme

These covenants limit our operational flexibilitydacould prevent us from taking advantage of bssimpportunities as they arise,
growing our business or competing effectively. didiéion, the Credit Facility requires us to complith financial maintenance covenants to be
tested quarterly, consisting of a maximum debtsteavalue ratio, a maximum secured debt to aghet vatio, a maximum secured recourse
debt to asset value ratio, a minimum fixed cha@e=tage ratio and a minimum net worth. We are mdgaired to maintain total unencumbe
assets of at least 150% of our unsecured indetdsdmeler the indenture. Our ability to meet thesgirements may be affected by events
beyond our control, and we may not meet these reaueints. We may be unable to maintain compliantie tivese covenants and, if we fail to
do so, we may be unable to obtain waivers froméahders or amend the covenants.

The Credit Facility is secured by certain of ousg@rties, and the amount available to be drawn nihd@eCredit Facility is based on the
borrowing base values attributed to such mortgggegderties. Our ability to increase the amountlatée to be drawn under the Credit Faci
by adding additional properties to the borrowingda subject to our obligation under the indentam@aintain total unencumbered assets
least 150% of our unsecured indebtedness.

The Credit Facility also allows for the collateaglent, on behalf of the lenders thereunder, to wcrkeriodic appraisals of our owned
properties that secure such facility, and if thprajsed values were to decline in the future, abdlity under such facility may be decreased
unless additional properties are mortgaged to sesuch facility. A breach of any of the covenantstber provisions in our debt agreements
could result in an event of default which, if nared or waived, could result in such debt becondimg and payable, either automatically or
after an election to accelerate by the requiredgrgage of the holders of such indebtedness. ifhigrn, could cause our other debt, including
the Notes and the Credit Facility, to become dukgayable as a result of cross-default or crosstaration provisions contained in the
agreements governing such other debt and perntéicesf our lenders to foreclose on our assetnyf, that secure this debt. In the event that
some or all of our debt is accelerated and becomediately due and payable, we may not have thédto repay, or the ability to refinance,
such debt.

Risks Related To Our Common Stock

Our charter restricts the ownership and transfer ofir outstanding stock, which may have the effe€delaying, deferring or preventing a
transaction or change of control of our company.

In order for us to qualify to be taxed as a REI3t, more than 50% in value of our outstanding shafatock may be owned, beneficially
or constructively, by five or fewer individualsaty time during the last half of each taxable yater our first taxable year as a REIT.
Additionally, at least 100 persons must benefigiallvn our stock during at least 335 days of a thxgbar (other than our first taxable year
REIT). Our charter, with certain exceptions, auites our board of directors to take such actiorsrasiecessary and desirable to preserve oL
qualification as a REIT. Our charter also provittest, unless exempted by the board of directorparson may own more than 9.8% in value
or in number of shares, whichever is more restéctof the outstanding shares of our common stockore than 9.8% in value of the
outstanding shares of all classes or series oftmek. The constructive ownership rules are complekmay cause shares of stock owned
directly or constructively by a group of relatedividuals or entities to be constructively owneddme individual or entity. These ownership
limits could delay or prevent a transaction or arae in control of us that might involve a premiprite for shares of our stock or otherwise
in the best interests of our stockholders. The asitipn of less than 9.8% of our outstanding stbgkan individual or entity could cause that
individual or entity to own
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constructively in excess of 9.8% in value of outstanding stock, and thus violate our charter’'s@nship limit. Our charter also prohibits any
person from owning shares of our stock that woakllt in our being “closely held” under Section @§6of the Code or otherwise cause us to
fail to qualify to be taxed as a REIT. In additiamy charter provides that (i) no person shall fieiadly or constructively own shares of stoc}
the extent such beneficial or constructive owngrsifiistock would result in us failing to qualify asdomestically controlled qualified
investment entity” within the meaning of Sectior7@9) of the Code, and (ii) no person shall benafiigior constructively own shares of stock
to the extent such beneficial or constructive owhgrwould cause us to own, beneficially or corcdtuely, more than a 9.9% interest (as set
forth in Section 856(d)(2)(B) of the Code) in agahof our real property. Any attempt to own onser shares of our stock in violation of
these restrictions may result in the transfer beugmatically void.

Maryland law and provisions in our charter and byks may delay or prevent takeover attempts by tiiadies and therefore inhibit ou
stockholders from realizing a premium on their stac

Our charter and bylaws and Maryland law contairvigions that are intended to deter coercive takepxactices and inadequate takec
bids and to encourage prospective acquirors totiagavith our board of directors rather than temipt a hostile takeover. Our charter and
bylaws, among other things, (1) contain transfef @wnership restrictions on the percentage by nurabe value of outstanding shares of our
stock that may be owned or acquired by any stocddip(2) provide that stockholders are not allowedct by non-unanimous written consent
(3) permit the board of directors, without furtlaetion of the stockholders, to amend the chartérdieease or decrease the aggregate numt
authorized shares or the number of shares of asg dr series that we have the authority to iggQgrermit the board of directors to classify
reclassify any unissued shares of common or pedestock and set the preferences, rights and tahes of the classified or reclassified
shares; (5) permit only the board of directorsrteead the bylaws; (6) establish certain advanceagiocedures for stockholder proposals,
provide procedures for the nomination of candidéesur board of directors; (7) provide that spéoneetings of stockholders may only be
called by the Company or upon written request @fldtolders entitled to be at the meeting; (8) ptevthat a director may only be removed by
stockholders for cause and upon the vote of twalshdf the outstanding shares of common stockpi@ide for supermajority approval
requirements for amending or repealing certain igioms in our charter; and (10) provide for a digsd board of directors of three separate
classes with staggered terms. In addition, speaifictakeover provisions of the Maryland Generafration Law (“MGCL") could make it
more difficult for a third party to attempt a hdstiakeover. These provisions include:

* “business combination” provisions that, subjedimitations, prohibit certain business combioas between us and an “interested
stockholder” (defined generally as any person wéeficially owns 10% or more of the voting poweroaf shares or an affiliate
thereof) for five years after the most recent aettevhich the stockholder becomes an interestedlistdder, and thereafter impose
special appraisal rights and special stockholdéngaequirements on these combinations;

» “control share” provisions that provide thabfrol shares” of our company (defined as sharashwlwhen aggregated with other
shares controlled by the stockholder, entitle theldholder to exercise one of three increasingeamj voting power in electing
directors) acquired in a “control share acquisiti@@efined as the direct or indirect acquisitionasinership or control of “control
shares”) have no voting rights except to the exa@proved by our stockholders by the affirmativeevaf at least two-thirds of all
the votes entitled to be cast on the matter, exafudll interested share

We believe these provisions protect our stockhslfiem coercive or otherwise unfair takeover tachy requiring potential acquirors to
negotiate with our board of directors and by prongdour board of directors with more time to assggacquisition proposal. These provisi
are not intended to make us immune from takeoweever, these provisions will apply even if théeoimay be considered beneficial by
some stockholders and could delay or prevent auisitign that our board of directors determinesasin our best interests. These provisions
may also prevent or discourage attempts to rempglgeplace incumbent directors.
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The market price and trading volume of our commotosk may fluctuate.

The market price of our common stock may fluctudegending upon many factors, some of which maydyend our control, including
but not limited to:

» ashiftin our investor bas

» our quarterly or annual earnings, or those of otieenparable companie

» actual or anticipated fluctuations in our operatiagults;

« our ability to obtain financing as need:

» changes in laws and regulations affecting our lass)

» changes in accounting standards, policies, guidantsgpretations or principle

* announcements by us or our competitors of significavestments, acquisitions or dispositic
» the failure of securities analysts to cover our nwn stock after the Sg-Off;

e changes in earnings estimates by securities asalystur ability to meet those estimal
» the operating performance and stock price of atbarparable companie

» overall market fluctuations; ar

* general economic conditions and other externabfac

Stock markets in general have experienced volathiat has often been unrelated to the operatingmeance of a particular company.
These broad market fluctuations may adversely affectrading price of our common stock.

We are an emerging growth company, and the redudestiosure requirements applicable to emerging gtbwompanies may make our
common stock less attractive to investors.

We are an emerging growth company, as definedead@BS Act. For as long as we continue to be angingegrowth company, we m;
take advantage of certain exemptions from variepsiting requirements that are applicable to gpidlic companies. As an emerging growth
company, we are not required to, among other thifiggprovide an auditor’s attestation report omagemens assessment of the effectiver
of our system of internal control over financigboeting pursuant to Section 404(b) of the Sarbddegy Act, (2) comply with any new rules
that may be adopted by the Public Company Accogr@imersight Board requiring mandatory audit firnet@mn or a supplement to the
auditor’s report in which the auditor would be rizgqd to provide additional information about thelfand the financial statements of the
issuer, (3) comply with any new audit rules adogigdhe Public Company Accounting Oversight BodtdraApril 5, 2012 unless the SEC
determines otherwise, (4) comply with any new eised financial accounting standards applicableuiolic companies until such standards
also applicable to private companies under Sedid#{b)(1) of the JOBS Act, (5) provide certain thsare regarding executive compensation
required of larger public companies in our peria@igorts, proxy statements and registration statésmer (6) hold a nonbinding advisory vote
on executive compensation and obtain stockholderoapl of any golden parachute payments not prelyoapproved. Accordingly, the
information that we provide stockholders in ouinfiis with the SEC may be different than what isilalsée with respect to other public
companies. If some investors find our common stesk attractive as a result of our reliance ongle®mptions, there may be a less active
trading market for our common stock and our staibéepmay be more volatile and adversely affected.

In addition, Section 107 of the JOBS Act providesttan emerging growth company can take advantaile @xtended transition period
provided in Section 13(a) of the Exchange Act famplying with new or revised accounting standamsliaable to public companies. In other
words, an emerging growth company can delay thetatoof certain accounting standards until thdaedards would otherwise apply to
private companies. We

36



have elected to take advantage of this extendeditian period. As a result of this election, oumahcial statements may not be comparable to
companies that comply with public company effectiages for such new or revised standards. We neay & comply with public company
effective dates at any time, and such election @bel irrevocable pursuant to Section 107(b) ofif@8S Act.

We will remain an emerging growth company until galiest of (1) the last day of the first fiscalay in which our total annual gross
revenues exceed $1 billion, (2) the date on whieteve deemed to be a “large accelerated filerdefised in Rule 12b-2 under the Exchange
Act or any successor statute, which would occthiefmarket value of our common stock that is hglddn-affiliates exceeds $700 million as
of the last business day of our most recently cetepl second fiscal quarter, (3) the date on whiethave issued more than $1 billion in non-
convertible debt during the preceding three-yeaiodeand (4) the end of the fiscal year followihg fifth anniversary of the date of the first
sale of our common stock pursuant to an effectggstration statement filed under the Securitiesdd 933, as amended (the “Securities
Act”).

Failure to maintain effective internal control ovefinancial reporting in accordance with Section 4@f the Sarbanes-Oxley Act could
materially and adversely affect our business ane timarket price of our common stock.

Under the Sarbane3xley Act, we must maintain effective disclosurairols and procedures and internal control ovearfaial reporting
which require significant resources and managemestsight. Internal control over financial repogdiis complex and may be revised over t
to adapt to changes in our business, or changgsplicable accounting rules. We cannot assure lyatuadur internal control over financial
reporting will be effective in the future or thatraterial weakness will not be discovered with egspo a prior period for which we had
previously believed that internal controls wereeefive. Matters impacting our internal controls ncayse us to be unable to report our
financial data on a timely basis, or may causeusstate previously issued financial data, ancethyesubject us to adverse regulatory
consequences, including sanctions or investigatigrthe SEC, or violations of applicable stock eame listing rules. There could also be a
negative reaction in the financial markets due lwsa of investor confidence in us and the religbhdf our financial statements. Confidence in
the reliability of our financial statements is aléely to suffer if we or our independent regig@public accounting firm reports a material
weakness in our internal control over financialamimg. This could materially adversely affect ys for example, leading to a decline in the
market price for our common stock and impairing ability to raise capital.

As an emerging growth company, we are excluded féection 404(b) of the Sarbanes-Oxley Act, whidieowise would require our
auditors to formally attest to and report on tHfe@fveness of our internal control over finaneggpborting. If we cannot maintain effective
disclosure controls and procedures or favorablgsssthe effectiveness of our internal control dvemcial reporting, or, once we are no lor
an “emerging growth company,” our independent tegésl public accounting firm cannot provide an walifjied attestation report on the
effectiveness of our internal control over finahceporting, investor confidence and, in turn, tharket price of our common stock could
decline.

We cannot assure you of our ability to pay dividenid the future.

We expect to make quarterly dividend payments ghda an amount equal to approximately 80% of aurds Available for Distribution
(as defined in Item 6 of this report), but in n@ewvwill the annual dividend be less than 90% ofREIT taxable income on an annual basis,
determined without regard to the dividends paidugéidn and excluding any net capital gains. Oulitgtib pay dividends may be adversely
affected by a number of factors, including the festtors described in annual report. Dividendsaauthorized by our board of directors and
declared by us based upon a number of factorsjdimd actual results of operations, restrictiondarrMaryland law or applicable debt
covenants, our financial condition, our taxableoime, the annual distribution requirements undeRBET provisions of the Code, our
operating expenses and other factors our diredeem relevant. We cannot assure you that we wilkeae investment results that will allow
to make a specified level of cash dividends or yearear increases in cash dividends in the future.
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Furthermore, while we are required to pay divideindsrder to maintain our REIT status (as descrifieave under “Risks Related to Our
Status as a REIT — REIT distribution requirememtsid adversely affect our ability to execute ousibess plan”), we may elect not to
maintain our REIT status, in which case we wouldamger be required to pay such dividends. Moreoseen if we do elect to maintain our
REIT status, after completing various procedurgpst we may elect to comply with the applicabléritistion requirements by distributing,
under certain circumstances, a portion of the reguamount in the form of shares of our commonkstoedieu of cash. If we elect not to
maintain our REIT status or to satisfy any requidedributions in shares of common stock in lieca$h, such action could negatively affect
our business and financial condition as well astlagket price of our common stock. No assurancebeagiven that we will pay any dividends
on shares of our common stock in the future.

We may issue preferred stock with terms that codildite the voting power or reduce the value of ccommon stock.

While we have no specific plan to issue prefertedls our charter authorizes us to issue, withbetapproval of our stockholders, one ol
more classes or series of preferred stock havioly dasignations, powers, privileges, preferencedding preferences over our common s
respecting dividends and distributions, terms dereption and relative participation, optional dneatrights, if any, of the shares of each such
series of preferred stock and any qualificatioimsithtions or restrictions thereof, as our boardlioéctors may determine. The terms of one or
more classes or series of preferred stock couldadihe voting power or reduce the value of our mam stock. For example, the repurchase o
redemption rights or liquidation preferences weld@ssign to holders of preferred stock could afflee residual value of the common stock.

ERISA may restrict investments by plans in our commstock.

A plan fiduciary considering an investment in oanmsnon stock should consider, among other thingetidr such an investment is
consistent with the fiduciary obligations under Eraployee Retirement Income Security Act of 19&lamended (“ERISA"), including
whether such investment might constitute or gige to a prohibited transaction under ERISA, theeGardany substantially similar federal,
state or local law and, if so, whether an exempftiom such prohibited transaction rules is ava#dabl

ITEM 1B. Unresolved Staff Comments

None.

ITEM 2. Properties

Our headquarters are located in San Clemente,o@@bf We lease our corporate office from an utiatéd third party.

The information set forth under “Portfolio Summaig”ltem 1 of this Annual Report on Form 10-K isamporated by reference herein.

ITEM 3. Legal Proceedings

None of the Company or any of its subsidiariespsudy to, and none of their respective propewdiesthe subject of, any material legal
proceedings.

ITEM 4. Mine Safety Disclosures

None.
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PART Il

ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Common Equity

Our common stock is listed on the NASDAQ GlobaleseMarket. Set forth below for the fiscal quarteidicated are the reported high
and low sales prices per share of our common sindke NASDAQ Global Select Market.

2014
High Low
First Quarter N/A N/A
Second Quarte $22.3¢ $16.3:2
Third Quartel $20.2( $14.0C
Fourth Quarte $18.4¢ $11.3:2

At February 9, 2015, we had approximately 88 stotdrs of record.

Dividends

In connection with the Company'’s intention to gfyalis a real estate investment trust in 2014, cwoliés 17, 2014, the Company’s board
of directors declared the Special Dividend to shmd@ters of $132.0 million, or approximately $5.8& pommon share, which represents the
amount of accumulated E&P allocated to the Comang result of the Spin-Off. The Special Divideraswwaid on December 10, 2014, to
stockholders of record as of October 31, 2014,dorabination of both cash and stock. The cashqgottitaled $33.0 million and the stock
portion totaled $99.0 million. The Company issu¢@i78,249 shares of common stock in connection thighstock portion of the Special
Dividend.

During the fourth quarter, our Board of Directoecthred a quarterly cash dividend of $0.125 peresbhcommon stock, which was paid
on January 15, 2015 to stockholders of record @eckmber 31, 2014.

Recent Sales of Unregistered Securities

On October 29, 2013, in connection with our formatiwe issued 1,000 shares of our common stockisigh for total consideration of
$10 in cash. On May 30, 2014, we issued 22,434s838s of our common stock to Ensign in exchangthécontribution of property to us in
connection with the Spin-Off. We did not registee issuance of these shares under the Securittebégause such issuance did not constitut:
a public offering and therefore was exempt fromgtegtion pursuant to Section 4(a)(2) of the SemsiAct. All of these 22,435,938 shares
were subsequently distributed on a pro rata badEsign’s stockholders in the Spin-Off.

Issuer Purchases of Equity Securities

None.

Stock Price Performance Graph

The graph below compares the cumulative total netfiour common stock, the S&P 500 Index and th® S&0 REIT Index, from
June 1, 2014 to December 31, 2014. Total cumulagiten is based on a $100 investment in CareTasimon stock and in each of the
indexes on June 1, 2014 and assumes quarterlyestiment of dividends before consideration of incoaxes. Stockholder returns over the
indicated periods should not be considered indieadf future stock prices or stockholder returns.
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COMPARISON OF CUMULATIVE TOTAL RETURN
AMONG S&P 500, S&P 500 REIT INDEX AND CARETRUST REIT, INC.
RATE OF RETURN TREND COMPARISON
JUNE 1, 2014 — DECEMBER 31, 2014
(JUNE 1, 2014 = 100)
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ITEM 6. Selected Financial Date

The following table sets forth our selected finahdiata and other data for our company on a hcstbbiasis. The following data should
read in conjunction with our audited consolidatad aombined financial statements and notes thamddVianagement’s Discussion and
Analysis of Financial Condition and Results of Gaiems included elsewhere herein. Our historic&rapng results may not be comparable to
our future operating results. The comparabilitpof selected financial data is significantly afeatby our acquisitions and new investments ir
2014, 2013, 2012 and 2011. See Item 7, “Managem&iscussion and Analysis of Financial Conditiod &esults of Operations.”

The selected historical financial data set fortlolereflects, for the relevant periods presentsdgplicable, the historical financial
position, results of operations and cash flows)ahgé skilled nursing, assisted living and indeghemt living facilities that Ensign contributed to
CareTrust immediately prior to the Spin-Off, (i)t operations of the three independent living iféed that CareTrust operated immediately
following the Spin-Off, and (iii) the new investnisrthat the Company has made after the Spin-Offsigh Properties” is the predecessor of
the Company, and its historical financial stateradrave been prepared on a “carve-out” basis frogiglais consolidated financial statements
using the historical results of operations, castv§l, assets and liabilities attributable to sudtlesknursing, assisted living and independent
living facilities, and include allocations of incemexpenses, assets and liabilities from Ensigasé lallocations reflect significant assumpti
Although CareTrust's management believes such gsoms are reasonable, the historical
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financial statements do not fully reflect what Carest’s financial position, results of operatiomslacash flows would have been had it been a
stand-alone company during the periods presentedtprthe Spin-Off.

As of or For the Year Ended December 31

2014 2013 2012 2011
Income statement data:
Total revenue $ 58,89’ $ 48,79¢ $ 42,06: $ 31,94:
(Loss) income before provision for income ta (8,149 (272) 232 (6,519
Net (loss) incomi (8,149 (395) 11C (5,34))
Balance sheet data
Total asset $482,57. $430,46t $398,97¢ $374,46¢
Senior unsecured notes paya 260,00( — — —
Secured mortgage indebtedn 98,20¢ 114,98. 118,31 99,74¢
Senior secured term lo: — 65,62« 69,37: 73,12t
Senior secured revolving credit facil — 78,70 20,00( 15,00(
Total equity 113,46: 162,68¢ 184,54¢ 179,60¢
Other financial data:
Dividends declared per common sh $ 6.01 $ — $ — $ —
FFO(1) 14,85 23,02! 21,21 11,27;
FAD(1) 16,55¢ 23,74 21,93 11,89

(1) We believe that net income, as defined by geherally accepted accounting principles (“GAARS)the most appropriate earnings
measure. We also believe that Funds From OperatiBR©"), as defined by the National AssociationReéal Estate Investment Trusts
(“NAREIT"), and Funds Available for Distribution FAD”) are important non-GAAP supplemental measwfesperating performance
for a REIT. FFO is defined as net income (loss) potad in accordance with GAAP, excluding gainsosses from real estate
dispositions, plus real estate related depreciaiwhamortization and impairment charges. FAD fidd as FFO excluding non-cash
expenses such as stock-based compensation expehamartization of deferred financing costs. Weadwel that the use of FFO and
FAD, combined with the required GAAP presentatiomgroves the understanding of operating resulREITs among investors and
makes comparisons of operating results among sutipanies more meaningful. We consider FFO and FAlRetuseful measures for
reviewing comparative operating and financial perfance because, by excluding gains or losses feafrestate dispositions, impairm
charges and real estate depreciation and amootizatnd, for FAD, by excluding non-cash expenseh sis stock-based compensation
expense and amortization of deferred financingszddtO and FAD can help investors compare our dipgrperformance between
periods and to other REITs. However, our computatibFFO and FAD may not be comparable to FFO ahid Feported by other
REITs that do not define FFO in accordance withaineent NAREIT definition or that interpret theroent NAREIT definition or define
FAD differently than we do. Further, FFO and FADrdu represent cash flows from operations or nagrime as defined by GAAP and
should not be considered an alternative to thosesuares in evaluating our liquidity or operatingfpemance

The following table reconciles our calculationsd=6fO and FAD for the four years ended December 31422013, 2012 and 2011 to net
income, the most directly comparable financial measiccording to GAAP, for the same periods:

For the Year Ended December 31

2014 2013 2012 2011

Net (loss) incomi $(8,147) $ (395 $ 11C $(5,34))
Real estate related depreciation and amortizi 22,99¢ 23,41¢ 21,10 16,61¢
FFO 14,85: 23,02 21,21 11,27:
Stoclk-based compensatic 154 18 15 15
Amortization of deferred financing cos 1,552 69¢ 70& 601
FAD $16,55¢ $23,74( $21,93: $11,89:
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ITEM 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The discussion below contains forward-looking stagets that involve risks and uncertainties. Ounuattesults could differ materially
from those anticipated in these forwrlooking statements as a result of various factmrsluding those which are discussed in the sedtited
“Risk Factors.” Also see “Statement Regarding Fordsiooking Statements” preceding Part .

The following discussion and analysis should beli@aconjunction with the “Selected Financial Databove and our accompanying
consolidated and combined financial statementsthadotes thereto.

Our Management’s Discussion and Analysis of Financondition and Results of Operations is organaedbllows:
* Overview
* Recent Transactior
e Components of our Revenues and Expe
* Results of Operatior
» Liquidity and Capital Resourct
e Obligations and Commitmen
e Capital Expenditure
e Critical Accounting Policie:
* Impact of Inflation

» Off-Balance Sheet Arrangemel

Overview

CareTrust REIT, Inc. was formed on October 29, 2@%3a wholly owned subsidiary of The Ensign Grdap, On June 1, 2014, Ensign
completed the separation of its healthcare busimedsts real estate business into two separaténdegendent publicly traded companies
through the distribution of all of the outstandstgares of common stock of the Company to Ensigtkbtiders on a pro rata basis. The Spin-
Off was effective from and after June 1, 2014, wgitlares of our common stock distributed to Ensigakbolders on June 2, 2014. CareTrust’s
initial real estate portfolio consisted of subsi@iyt all of the real property that was owned byskgm at the time of the Spin-Off. As of
December 31, 2014, CareTrust's leased portfolicisted of 99 skilled nursing facilities, assistethl facilities and independent living
facilities of which 94 properties are leased toifm®n a triple-net basis under multiple long-tdemses and five properties are leased to three
other operators. We also own three ILFs that aszaipd by us. As of December 31, 2014, the 94itiasilleased to Ensign had a total of
10,121 operational beds and units and are locaté@dizona, California, Colorado, Idaho, lowa, Netka, Nevada, Texas, Utah and
Washington. The five other leased properties himdah of 159 units and are located in Idaho, Mimmtasind Virginia. The three ILFs that we
own and operate had a total of 264 units and aegtdal in Texas and Utah. As of December 31, 204Company had one other real estate
investment, consisting of a $7.5 million preferegplity investment.

We are a separate and independent publicly trasddadministered, self-managed REIT primarily egeghin the ownership, acquisition
and leasing of healthcare-related properties. Wieigge revenues primarily by leasing healthcaratedl properties to healthcare operators in
triple-net lease arrangements, under which thentdeaolely responsible for the costs relatedeogroperty (including property taxes,
insurance, and maintenance and repair costs). Weucband manage our business as one operatinggsefpninternal reporting and internal
decision making purposes. We expect to grow outfgdar by pursuing opportunities to acquire additib properties that will be leased to a
diverse group of local, regional and national Hezlte providers, which may include Ensign, as aglenior housing operators and related
businesses. We also anticipate diversifying outfplim over time, including by acquiring propertigsdifferent geographic markets, and in
different asset classes.
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We intend to elect to be taxed and intend to qualéf a real estate investment trust for U.S. fédecame tax purposes commencing with
our taxable year ended December 31, 2014. We aptmatugh an umbrella partnership, commonly retetoeas an UPREIT structure, in
which substantially all of our properties and asseé held through our Operating Partnership, Cai@ership, L.P. The Operating Partnershiy
is managed by CareTrust's wholly owned subsidi@areTrust GP, LLC, which is the sole general partfiehe Operating Partnership. To
maintain REIT status, we must meet a number ofroegdéional and operational requirements, includingquirement that we annually
distribute to our stockholders at least 90% of REIT taxable income, determined without regarchdividends paid deduction and excluc
any net capital gains.

Recent Transactions
Spin-Off

On June 1, 2014, Ensign completed the separatida béalthcare business and its real estate assinto two separate and independent
publicly traded companies through the distributidrall of the outstanding shares of common stoc€afeTrust to Ensign stockholders on a
pro rata basis. In the Spin-Off, Ensign stockhddeceived one share of CareTrust common stoogacih share of Ensign common stock helc
at the close of business on May 22, 2014, the dedate for the Spin-Off. The Spin-Off was effectfuem and after June 1, 2014, with shares
of CareTrust common stock distributed by Ensigdome 2, 2014.

Senior Unsecured Note

On May 30, 2014, the Operating Partnership, andfitslly owned subsidiary, CareTrust Capital Cof@apital Corp."and, together wit
the Operating Partnership, the “Issuersmpleted a private offering of $260.0 million aggate principal amount of 5.875% Senior Notes
2021. The Notes were issued at par, resultingasgproceeds of $260.0 million and net proceedppfoximately $253.0 million after
deducting underwriting fees and other offering exgees. We transferred approximately $220.8 millibthe net proceeds of the offering of the
Notes to Ensign, and used the remaining net pracekthe offering to pay the cash portion of the@al Dividend. The Notes mature
June 1, 2021 and bear interest at a rate of 5.§¥5%ear. Interest on the Notes is payable on Jwarel December 1 of each year, beginnin
December 1, 2014. The Issuers subsequently exctidhgdNotes for substantially identical notes riegesd under the Securities Act. See
“Liquidity and Capital Resources — Indebtedness.”

Senior Secured Revolving Credit Facili

On May 30, 2014, the Operating Partnership enterteda credit and guaranty agreement (the “Credite&ment”), which governs our
Credit Facility, with several banks and other fic@hinstitutions and lenders (the “Lenders”) andhBust Bank, in its capacity as
administrative agent for the Lenders, as an isshark and swingline lender. The Credit Agreemeavigies for a borrowing capacity of
$150.0 million and includes an accordion featuet #ilows the Operating Partnership to increasédtiimowing availability by up to an
additional $75.0 million, subject to terms and dtinds. The Credit Facility is secured by mortgagascertain of the real properties owned by
the Company'’s subsidiaries and the amount avaitalte borrowed under the Credit Agreement is basea borrowing base calculation
relating to the mortgaged properties, determinedming to, among other factors, the mortgageglibish flow as such term is defined in the
Credit Agreement. The Credit Facility is also secuby certain personal property of the Companybsgliaries that have provided mortgages,
the Company’s interests in the Operating Partnprahd the Company’s and its subsidiaries’ equitgrasts in the Company’s subsidiaries tha
have guaranteed the Operating Partnership’s oldigatinder the Credit Agreement. The Credit Agregrhas a maturity date of May 30,
2018, and includes a one year extension optioraf Acember 31, 2014, there were no amounts oulistgarunder the Credit Agreement. See
“Liquidity and Capital Resources — Indebtedness.”
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GECC Loan

Ten of our properties are subject to secured mgetgredebtedness to General Electric Capital Cotjmrawhich we assumed in
connection with the Spi®ff. The outstanding amount of this mortgage inddhess was approximately $97.6 million as of Deeart, 2014
including an advance of approximately $50.7 milltbat was made on May 30, 2014. This advance lw@rest at a floating rate equal to tt
month LIBOR plus 3.35%, reset monthly and subjea tIBOR floor of 0.50%, with monthly principal dinterest payments based on a 25
year amortization. The remaining indebtedness utideGECC Loan bears interest at a blended rate26f6 per annum until, but n
including, June 29, 2016, and then converts tdltizding rate described above. The GECC Loan matareMay 30, 2017, subject to two 12-
month extension options, the exercise of whiclhoizditioned, in each case, on the absence of amydkisting default and the payment of an
extension fee equal to 0.25% of the then-outstangiimcipal balance. Provided there is no thentaddefault and upon 30 days written
notice, the original portion of the GECC Loan, apimately $47.5 million as of December 31, 2014rspayable without penalty, in whole
but not in part, after January 31, 2016. The nextiguo of the GECC Loan, approximately $50.1 millias of December 31, 2014, is prepay:
without penalty, in whole but not in part, aftendary 31, 2016. See “Liquidity and Capital ResosreeIndebtedness.”

Special Dividenc

In connection with the Company'’s intention to gfyalis a real estate investment trust in 2014, cwoliés 17, 2014, the Company’s board
of directors declared the Special Dividend of $03#illion, or approximately $5.88 per common sharkich represents the amount of
accumulated E&P allocated to the Company as atrektlie Spin-Off. The Special Dividend was paid@cember 10, 2014, to stockholders
of record as of October 31, 2014, in a combinatibboth cash and stock. The cash portion total&i®hillion and the stock portion totaled
$99.0 million. The Company issued 8,974,249 shafeemmon stock in connection with the stock partid the Special Dividend.

Cross Healthcare Portfolio

In November 2014, the Company acquired the Crosdthtmre portfolio, a threfcility assisted living and memory care portfdlcatec
in Pocatello and Idaho Falls, Idaho, for $12.0 ionill

In connection with the acquisition, the Companyeead into a triple-net master lease with Cross tHeate LLC (“Cross”). The lease
carries an initial term of 12 years with two fivear renewal options and CP&sed rent escalators. The Company anticipatéal iaitnual leas
revenues of $1.0 million. The Company also recethedoption to acquire three additional Cross as$&b of which are currently undergoing
renovation, lease-up and stabilization.

Prelude at Woodbun

In December 2014, the Company acquired Preludecatdury, a 30-bed upscale assisted living and mgeare facility in Woodbury,
Minnesota, for $7.2 million.

In connection with the acquisition, the Companyeegd into a triple-net master lease with Preludme®& Services, LLC (“Prelude”).
The lease has an initial term of 15 years with tive-year renewal options and CPI-based rent eswalaThe Company anticipates the
Woodbury facility will generate initial annual leasevenue of $0.6 million. The Company also secaredption to purchase and lease back
Prelude’s next senior housing project, which igeotly under development in White Bear Lake, Mirotas

Signature Senior Living Preferred Equity Investme

In December 2014, the Company completed a $7.%omifireferred equity investment with Signature 8ehiving, LLC (“Signature”)
and Milestone Retirement Communities (“Milestonéhe preferred equity investment delivers a 12.0%ual preferred return to CareTrust.
The investment will be used to develop

44



Signature Senior Living at Arvada, a planned 13#-upscale assisted living and memory care commnifArvada, Colorado that will be
constructed on a five-acre site. In connection vtgthinvestment, CareTrust obtained an option teipase the Arvada development at a fixed-
formula price upon stabilization, with an initiaidse yield of at least 8.0%. The project is expettidoe completed in early 2016.

English Meadows at Christiansbur

In December 2014, the Company acquired English e@adat Christiansburg, a 39-unit assisted livirglity in Christiansburg,
Virginia, from Twenty/20 Management, Inc. (“Twer2@") for $6.6 million.

In connection with the acquisition, the Companyeead into a triple-net master lease with Twenty/2@e lease has an initial term of 15
years with two fiv-year renewal options and CPI-based rent escalathesCompany anticipates the English Meadowsifaeilill generate
initial annual lease revenue of $0.56 million.

Contemporaneously with the English Meadows tramsac€CareTrust also entered into an agreementavittventy/20 affiliate to
purchase and lease back Twenty/20’s recently aedlinglish Meadows Elks’ Home, a 169-unit indepehded assisted living campus
located in Bedford, Virginia. The Elks’ Home tran8an is expected to close in mid-2015.

Components of our Revenues and Expenses
Revenue:

Our earnings are primarily attributable to the aénévenue from the lease of our properties tognpursuant to the Ensign Master
Leases. The Ensign Master Leases consist of eiglg-het leases pursuant to which Ensign is resipbe for all facility maintenance and
repair, insurance required in connection with treeskd properties and the business conducted d¢eatbe] properties, taxes levied on or with
respect to the leased properties and all utildies other services necessary or appropriate fdettsed properties and the business conductec
on the leased properties. The rent is a fixed carepothat was initially set near the time of thénSpff. The annual revenues from the Ensign
Master Leases are currently $56.0 million. Commmgdiune 1, 2016, the annual revenues from the Ehd#ster Leases will be escalated
annually by an amount equal to the product oflig)lesser of the percentage change in the Condereer Index (but not less than zero) or
2.5%, and (2) the prior year's rent.

General and Administrative Expenses

General and administrative costs consist of itemeh s compensation costs (including stock-basetgbensation awards), professional
services, office costs and other costs associaithdagministrative activities. To the extent regaesby us, Ensign will provide us with certain
administrative and support services on a transitibasis pursuant to a transition services agreembe fees charged to us by Ensign for thes
transition services approximate the actual costritedd by Ensign in providing such transition seesgito us for the relevant period.

General and administrative expenses are anticifgated approximately $6.2 million to $6.9 milliom 2015, consisting of cash
compensation, incentive-based cash compensatidagsional services, administration and other caststransitional services costs. These
amounts were determined based on the experienoamdigement, our seven months of operations age®pm-Off and discussions with
outside service providers, consultants and advigwssible future grants of non-cash stock-basetpeasation and acquisition costs are not
included in these amounts. The amount of non-ctstk Eompensation expense to be incurred by u815 2elating to stock grants made in
2014 is expected to be approximately $1.0 million.
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Depreciation and Amortization Expens

We incur depreciation and amortization expenséhfemproperty and equipment transferred to us fraxsigh and for the real estate
investments that closed in 2014. We expect suchresgto be approximately $23.0 million in 2015.sTéinount was determined based on
annualizing the depreciation and amortization expdor the three months ended December 31, 2014gjuosting for the real estate
investments that closed during the fourth quar@drd2

Revenues and Operating Expenses of Our Independéving Operations

We own and operate three independent living féedlitWe anticipate these three ILFs will generateual revenues of approximately
$2.6 million and incur annual operating expenseapgroximately $2.3 million in 2015. These amowaése determined based on annualizing
the revenues and operating expenses of thesdiécfbr the three months ended December 31, 2014.

Interest Expenst

We incur interest expense from our borrowing olilayes. Our debt outstanding as of December 31, 20dstapproximately $358.2
million, and our annual interest costs are appraxaty $24.0 million which includes amortizationd#ferred financing costs and a commitn
fee on our unused Senior Secured Revolving Crexditlify. Our weighted average interest rate is apipnately 5.8%. See “— Liquidity and
Capital Resources” below for more information.

Results of Operations
Basis of Presentatiol

Prior to the Spin-Off, the combined financial stagnts were prepared on a stand-alone basis anddeeved from the accounting
records of Ensign (which are not included in tleigart). These statements reflect the combinedrigaidinancial condition and results of
operations of the carve-out business of the estitiat own the SNFs, ALFs and ILFs that we own, thedoperations of the three ILFs that we
operate, in accordance with GAAP. Subsequent t&gie-Off, the financial statements were prepama consolidated basis as the entities
that own the properties are now wholly owned subsigs of the Company. All intercompany transadiiand accounts have been eliminated.

Operating Results

Our primary business consists of acquiring, finag@nd owning real property to be leased to thandyptenants in the healthcare sector.
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Year Ended December 31, 2014 Compared to Year Erdleckmber 31, 2013

Year Ended Percentagt
December 31 Increase
2014 2013 (Decrease Difference
(dollars in thousands)
Revenues:
Rental income $51,36 $41,24: $10,12¢ 25%
Tenant reimburseme 4,95¢ 5,16¢ (212 (4%
Independent living facilitie 2,51¢ 2,38¢ 13z 6%
Interest and other incon 55 — 55 *
Expenses:
Depreciation and amortizatic 23,00( 23,41¢ (41¢) (2)%
Interest expens 21,62: 12,64° 8,97t 71%
Loss on extinguishment of de 4,067 — 4,06 *
Property taxe 4,95¢ 5,16¢ (212 (4%
Acquisition costs 47 25k (20¢) (82)%
Independent living facilitie 2,24: 2,13¢ 10t 5%
General and administrati\ 11,10¢ 5,44: 5,66: 104%
Provision for income taxe — 12z (123 *

* not meaningfu

Rental incomeRental income was $51.3 million for the year enBedember 31, 2014 compared to $41.2 million forytsar ended
December 31, 2013. The $10.1 million increase imaleéncome is due primarily to $7.4 million of némcremental rent in place after the Spin-
Off and $2.6 million from properties acquired affanuary 1, 2013.

Independent living facilitiefRevenues from our three independent living faesitihat we own and operate were $2.5 million fenjtbar
ended December 31, 2014 compared to $2.4 milliothi® year ended December 31, 2013. The increas@&ueato an increase in occupancy
offset by a slight decline in average monthly r&epenses were $2.2 million for the year ended Béoee 31, 2014 compared to $2.1 million
for the year ended December 31, 2013. The $0.1lomilhcrease was due to higher costs associatédopirating the facilities.

Depreciation and amortizatioiDepreciation and amortization expense decreasddn$illion or 2% for the year ended December 31,
2014 to $23.0 million compared to $23.4 million the year ended December 31, 2013. The $0.4 mifl@irchange in depreciation and
amortization was primarily due to certain asset&ctvivere not transferred to the Company in conoeatiith the Spin-Off offset by properties
acquired after January 1, 2013 and improvement®ragroperties after January 1, 2013.

Interest expensénterest expense increased $9.0 million or 71%Heryear ended December 31, 2014 to $21.6 millanpared to $12.
million for the year ended December 31, 2013. Tiuegase was due to higher net borrowings afteBfgie-Off as compared to the prior year
and a $1.6 million loss on the settlement of aaridt rate swap in 2014 as a result of the edilgneent of Ensign’s senior credit facility.

General and administrative expen&eneral and administrative expense increased $#lidmior the year ended December 31, 2014 to
$11.1 million compared to $5.4 million for the yearded December 31, 2013. The $5.7 million incréapeimarily related to costs associated
with being a stand-alone public company such aspemsation, legal and other professional fees, #mel costs related to the Spin-Off.
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Year Ended December 31, 2013 Compared to Year Erdleckmber 31, 2012

Year Ended
December 31 Increase Percentage
2013 2012 (Decrease Difference
(dollars in thousands)
Revenues
Rental income $41,24: $35,04¢ $ 6,19/ 18%
Tenant reimburseme 5,16¢ 4,47( 69¢ 16%
Independent living facilitie 2,38¢ 2,54t (159 (6%)
Expenses
Depreciation and amortizatic 23,41¢ 21,10 2,31t 11%
Interest expens 12,64° 12,20" 44C 4%
Property taxe 5,16¢ 4,47( 69¢ 1€%
Acquisition costs 25t 18¢ 66 35%
Independent living facilitie 2,13¢ 2,07¢ 64 3%
General and administrati 5,44: 1,78¢ 3,65¢4 204%
Provision for income taxe 12: 122 1 1%

Rental income Rental income was $41.2 million for the year ehBecember 31, 2013 compared to $35.0 millionlierytear ended
December 31, 2012. The $6.2 million increase inaldncome is primarily due to an increase of $#i8lion from 19 properties acquired after
January 1, 2012.

Independent living facilitiesRevenues from our three independent living faedithat we own and operate were $2.4 milliortiheryear
ended December 31, 2013 compared to $2.5 milliothi® year ended December 31, 2012. The decreasedanue was due to a decline in
occupancy and a slight decline in average monttly. Expenses were $2.1 million for both yearsrem@lecember 31, 2013 and 2012.

Depreciation and amortizationDepreciation and amortization expense increage®iillion or 11% for the year ended December 31,
2013 to $23.4 million compared to $21.1 million the year ended December 31, 2012. The $2.3 milliorease in depreciation and
amortization was primarily due to an increase o#i$tillion from 19 properties acquired after Jayuhr2012.

Interest expenselnterest expense increased $0.4 million or 4%Heryear ended December 31, 2013 to $12.6 midlanpared to $12.2
million for the year ended December 31, 2012. Tloegase was due to higher borrowings under ouoseacured revolving credit facility
slightly offset by lower interest expense on ourtgage notes payable and senior secured term loan.

General and administrative expens8eneral and administrative expense increasedrilién or 204% for the year ended December
2013 to $5.4 million compared to $1.8 million foetyear ended December 31, 2012. The net incregsenarily related to legal and other
costs related to the Spin-Off of $4.0 million, Hlily offset by a decline in other expenses.

Provision for income taxesProvision for income taxes for the years endedeéer 31, 2013 and 2012 was $0.1 million.

Liquidity and Capital Resources

We are required to distribute at least 90% of oEFTRtaxable income, determined without regard ®dividends paid deduction and
excluding any net capital gains, to our stockhad®r an annual basis in order to qualify as a R&dTederal income tax purposes.
Accordingly, we intend to make, but are not corttrally bound to make, regular quarterly dividenolsdmmon stockholders from cash flow
from operating activities. All such dividends atdtee discretion of our board of directors.
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In connection with the Company'’s intention to gfyalis a real estate investment trust in 2014, cwoliés 17, 2014, the Company'’s board
of directors declared the Special Dividend of $038illion, or approximately $5.88 per common sharkich represents the amount of
accumulated E&P allocated to the Company as atrektiie Spin-Off. The Special Dividend was paid@ecember 10, 2014, to stockholders
of record as of October 31, 2014, in a combinatibnoth cash and stock. The cash portion total&l®®nillion and the stock portion totaled
$99.0 million. The Company issued 8,974,249 shafeemmon stock in connection with the stock partid the Special Dividend.

We believe that our available cash, expected opegragsh flows and the availability under our Cré&dicility will provide sufficient
funds for our operations, anticipated scheduled getvice payments and dividend requirements fteast the next twelve months.

We intend to invest in additional healthcare prtipsras suitable opportunities arise and adequatess of financing are available. We
expect that future investments in properties, iditlg any improvements or renovations of curremewly-acquired properties, will depend on
and will be financed by, in whole or in part, ouisting cash, borrowings available to us underGnedit Facility, future borrowings or the
proceeds from additional issuances of common stockher securities. In addition, we may seek faiag from U.S. government agencies,
including through Fannie Mae and the U.S. Departroéhlousing and Urban Development, in appropréteumstances in connection with
acquisitions and refinancings of existing mortgkogas.

Although we are subject to restrictions on ourigbib incur indebtedness, we expect that we wallable to refinance existing
indebtedness or incur additional indebtednessdquiaitions or other purposes, if needed. Howetere can be no assurance that we will be
able to refinance our indebtedness, incur additimrkebtedness or access additional sources ofatagiich as by issuing common stock or
other debt or equity securities, on terms thatareptable to us or at all.

Cash Flows

The following table presents selected data fromoomsolidated and combined statements of cash flomthe years presented:

Year Ended
December 31
2014 2013 2012

(in thousands)
Net cash provided by operating activit $ 21,90¢ $ 26,63: $ 24,13¢
Net cash used in investing activiti (53,596 (54,739 (49,505
Net cash provided by financing activiti 56,11¢ 28,26 25,00¢
Net increase (decrease) in cash and cash equis 24,42¢ 16C (367)
Cash and cash equivalents at beginning of p¢ 89% 735 1,09¢
Cash and cash equivalents at end of pe $ 25,32( $ 89t $ T73E

Year Ended December 31, 2014 Compared to Year Efdleckmber 31, 2013

Net cash provided by operating activities for tieaiyended December 31, 2014 was $21.9 million coedp® $26.6 million for the year
ended December 31, 2013, a decrease of $4.7 millioe decrease was primarily due to larger netito8914 after adding back non-cash
charges which totaled $3.8 million and a net deszrea operating assets and liabilities of $0.9ioill

Net cash used in investing activities for the ymadled December 31, 2014 was $53.6 million compar&&4.7 million for the year
ended December 31, 2013, a decrease of $1.1 millioe decrease was primarily the result of lowgegstments in real estate in 2014
compared to 2013.
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Net cash provided by financing activities for theay ended December 31, 2014 was $56.1 million coedp@ $28.3 million for the year
ended December 31, 2013, an increase of $27.Dmillihis increase was due to the following: isseasfodebt totaling $320.7 million for the
year ended December 31, 2014 compared to $58.iomitr the year ended December 31, 2013, an isere&$262.0 million; payments
debt totaling $222.5 million for the year ended &maber 31, 2014 compared to $7.2 million for theryraled December 31, 2013, an increas
of $215.3 million; payments of deferred financirasts totaling $13.4 million for the year ended Deber 31, 2014 compared to $0.7 million
for the year ended December 31, 2013, an incree®E207 million; net contribution from Ensign tated $4.4 million for the year ended
December 31, 2014 compared to a net distributiomfEnsign of $22.5 million for the year ended Deben81, 2013, a change of $26.9
million; and cash dividends paid on common stocR0d4 of $33.0 million.

Year Ended December 31, 2013 Compared to Year Erdlecember 31, 2012

Net cash provided by operating activities for tiearyended December 31, 2013 was $26.6 million cozdp@ $24.1 million for the year
ended December 31, 2012, an increase of $2.5 millibe increase was primarily due to our improvperating results, which contributed
$24.1 million in 2013 after adding back depreciatémd amortization, deferred income taxes, anddagdisposition of equipment, furniture,
and fixtures (non-cash charges), as compared t@$2llion for 2012, an increase of $1.9 million.

Net cash used in investing activities for the ymadled December 31, 2013 was $54.7 million compar&d9.5 million for the year
ended December 31, 2012, an increase of $5.2 millibe increase was primarily the result of $55iian in cash paid for acquisitions of re
estate and purchased equipment, furniture andréstin the year ended December 31, 2013 compai®t8 million in the year
ended December 31, 2012.

Net cash provided by financing activities for treay ended December 31, 2013 was $28.3 million cozdp@ $25.0 million for the year
ended December 31, 2012, an increase of $3.3 millibis increase was due to the following: issuanfagebt totaling $58.7 million for the
year ended December 31, 2013 compared to $36.pmibr the year ended December 31, 2012, an isere&$22.2 million; principe
payments on long-term debt totaling $7.2 million tfee year ended December 31, 2013 compared t8 $ii6ion for the year ended
December 31, 2012, a decrease of $9.6 million; masnof deferred financing costs totaling $0.7 ionilifor the year ended December 31, 2
compared to $0.2 million for the year ended Decamfie 2012, an increase of $0.5 million; and nstriiution to Parent totaling $22.5 millis
for the year ended December 31, 2013 compareahé& eontribution from Parent of $5.6 million foetlrear ended December 31, 2012, a
change of $28.1 million.

Indebtednes:
Senior Unsecured Notes

On May 30, 2014, the Operating Partnership, andfiislly owned subsidiary, CareTrust Capital Cocpmpleted a private offering of
$260.0 million aggregate principal amount of 5.875&#ior Notes due 2021. The Notes were issuedratgsailting in gross proceeds of
$260.0 million and net proceeds of approximatel§3Q million after deducting underwriting fees anter offering expenses. We transferred
approximately $220.8 million of the net proceedshef offering of the Notes to Ensign, and usedémeaining net proceeds of the offering to
pay the cash portion of the Special Dividend. Tloéed mature on June 1, 2021 and bear interestse af 5.875% per year. Interest on the
Notes is payable on June 1 and December 1 of esah lyeginning on December 1, 2014. The Issuersesuiently exchanged the Notes
substantially identical notes registered under3beurities Act of 1933.

The Issuers may redeem the Notes any time pridune 1, 2017 at a redemption price of 100% of thecjpal amount of the Notes
redeemed plus accrued and unpaid interest on ttesNbany, to, but not including, the redemptétate, plus a “make whole” premium
described in the indenture governing the Notes ahdny time on or after June 1, 2017, at the rexdiem prices set forth in the indenture. In
addition, at any
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time on or prior to June 1, 2017, up to 35% ofdggregate principal amount of the Notes may beearade with the net proceeds of certain
equity offerings if at least 65% of the originaisued aggregate principal amount of the Notes irsmautstanding. If certain changes of
control of CareTrust occur, holders of the Notelt mave the right to require the Issuers to repasehtheir Notes at 101% of the principal
amount plus accrued and unpaid interest, if anyqubnot including, the repurchase date.

The obligations under the Notes are fully and uddtonally guaranteed, jointly and severally, onuarsecured basis, by CareTrust and
certain of CareTrust's wholly owned existing anabject to certain exceptions, future material sdibsies (other than the Issuers); provided,
however, that such guarantees are subject to atitorekease under certain customary circumstancelsiding if the subsidiary guarantor is
sold or sells all or substantially all of its ass¢he subsidiary guarantor is designated “unitstii for covenant purposes under the indenture,
the subsidiary guarantor’s guarantee of other itetliess which resulted in the creation of the guasaof the Notes is terminated or released
or the requirements for legal defeasance or covatefeasance or to discharge the indenture havedmisfied. See Note 1Summarized
Condensed Consolidating and Combining Information

The indenture contains covenants limiting the gbdf CareTrust and its restricted subsidiariesrtour or guarantee additional
indebtedness; incur or guarantee secured indelgsgdpay dividends or distributions on, or redeenepurchase, capital stock; make certain
investments or other restricted payments; selltassater into transactions with affiliates; meogeconsolidate or sell all or substantially all of
their assets; and create restrictions on the lpifithe Issuers and their restricted subsidigngzay dividends or other amounts to the Issuers.
The indenture also requires CareTrust and itsicéstr subsidiaries to maintain a specified ratiooéncumbered assets to unsecured
indebtedness. These covenants are subject to aemuhimnportant and significant limitations, qualétions and exceptions. The indenture alsi
contains customary events of default.

As of December 31, 2014, we were in compliance aitlapplicable financial covenants under the iriden

Senior Secured Revolving Credit Facility

On May 30, 2014, the Operating Partnership enterteda credit and guaranty agreement (the “Creditet&ment”), which governs our
Credit Facility, with several banks and other fic@hinstitutions and lenders (the “Lenders”) anachBust Bank, in its capacity as
administrative agent for the Lenders, as an issharnk and swingline lender. The Credit Agreemeatigles for a borrowing capacity of
$150.0 million and includes an accordion featues Hilows the Operating Partnership to increasdthmwing availability by up to an
additional $75.0 million, subject to terms and dtinds. The Credit Facility is secured by mortgagascertain of the real properties owned by
the Company’s subsidiaries and the amount avaitalbe borrowed under the Credit Agreement is basea borrowing base calculation
relating to the mortgaged properties, determinedm@ling to, among other factors, the mortgageglibish flow as such term is defined in the
Credit Agreement. The Credit Facility is also seclby certain personal property of the Companytsliaries that have provided mortgages,
the Company’s interests in the Operating Partnprahd the Company’s and its subsidiaries’ equitgrasts in the Company’s subsidiaries tha
have guaranteed the Operating Partnership’s oldigatinder the Credit Agreement. The Credit Agregrhas a maturity date of May 30,
2018, and includes a one year extension optioraf Acember 31, 2014, there were no amounts oudlistgarunder the Credit Agreement.

Borrowings under the Credit Agreement bear intesaghe outstanding principal amount at a rate ktguide applicable percentage plus,
at the Operating Partnership’s option, either (8Q@R or (b) a base rate determined as the gre&{@rtbe prime lending rate, (ii) the Federal
Funds Rate plus 0.5%, and (iii) one-month LIBORsplu0% (referred to as the “Base Rate”). The applepercentage for borrowings will
vary based on the Consolidated Leverage Ratiogefusedl in the Credit Agreement, and will range fra% to 2.5% per annum for LIBOR
based borrowings and 1.0% to 1.5% per annum faohbdngs at the Base Rate. In addition, the Opegd@artnership is required to pay a
commitment fee to the lenders equal to betweern%e.85d
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0.50% per annum based on the amount of unusedviiogs under the Credit Agreement. During the thmeaths and year ended
December 31, 2014, the Company incurred $0.2 milliod $0.4 million, respectively, of commitmentdee

The obligations of the Operating Partnership uniderCredit Agreement are guaranteed by the Comaadycertain subsidiaries of the
Company.

The Credit Agreement contains customary covendiatsinclude restrictions or limitations on the @hito make acquisitions and other
investments, make distributions, incur additiomalebtedness, engage in non-healthcare relateddsssictivities, enter into transactions with
affiliates and sell or otherwise transfer certadneds as well as customary events of default. ThditCAgreement also requires the Company,
through the Operating Partnership, to comply witecified financial covenants, which include a maximdebt to asset value ratio, a maxin
secured debt to asset value ratio, a maximum sgéceoeurse debt to asset value ratio, a minimuedfoharge coverage ratio and a minimum
tangible net worth requirement. As of December2gil4, the Company was in compliance with all agtiie financial covenants under the
Credit Agreement.

GECC Loan

Ten of our properties are subject to secured mgetgadebtedness to General Electric Capital Cotjmordthe “GECC Loan”), which we
assumed in connection with the Spin-Off. The ouiditag amount of this mortgage indebtedness wasappately $97.6 million as of
December 31, 2014, including an advance of appratahm $50.7 million that was made on May 30, 200lfis advance bears interest at a
floating rate equal to three month LIBOR plus 3.3%&6et monthly and subject to a LIBOR floor of @& with monthly principal and interest
payments based on a 25 year amortization. The rémgaindebtedness under the GECC Loan bears int@resblended rate of 7.25% per
annum until, but not including, June 29, 2016, #eh converts to the floating rate described abdlie. GECC Loan matures on May 30, 2(
subject to two 12-month extension options, the @serof which is conditioned, in each case, oratbeence of any theexisting default and tt
payment of an extension fee equal to 0.25% oftitka-butstanding principal balance. Provided thereithen-existing default and upon 30
days written notice, the original portion of the GE Loan, approximately $47.5 million as of DecemB&r2014, is prepayable without
penalty, in whole but not in part, after January Z116. The new portion of the GECC Loan, approxatya$50.1 million as of December 31,
2014, is prepayable without penalty, in whole bottin part, after January 31, 2016.

The GECC Loan is guaranteed by the Company, cantaistomary affirmative and negative covenantsyedsas customary events of
default, and requires us to comply with specifi@éicial maintenance covenants.

We expect to use the proceeds from the additiahadrace under the GECC Loan for working capital pegs, to fund acquisitions and
for general corporate purposes.

As of December 31, 2014, the Company was in compdéiavith all applicable covenants under the GEC@nl.o
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Obligations and Commitments

The following table summarizes our contractual gétions and commitments at December 31, 2014 @usthnds):

Payments Due by Perioc

1 Year 3 Years
Less to Less to less More
than than than than
Total 1 Year 3 Years 5 Years 5 years
Senior Unsecured Notes(1) $359,28¢ $15,27¢ $ 30,55( $30,55( $282,91:
Credit Facility(2) 2,59¢ 76C 1,52¢ 31t —
Mortgage Notes(3 111,43 8,14: 103,05: 244 —
Operating leas 521 83 20¢ 22C 10
Total $473,84: $24,26( $135,33. $31,32¢ $282,92:

(1) Amounts include interest payments of $99.3 milli
(2) Represents only the unused revolving credit fgciée as there was $0 drawn at December 31, :

(3) Amounts include interest payments of $13.2iomll The $50.1 million variable rate portion of t8&CC debt assumes an interest rate of
3.85%.

Capital Expenditures

We anticipate incurring average annual capital egfiares of $400 to $500 per unit in connectiorhvwite operations of our three ILFs.
Capital expenditures for each property leased utrijge-net leases are generally the responsililitthe tenant, except that, for the Ensign
Master Leases, the tenant will have an optiondaire us to finance certain capital expendituresoupn aggregate of 20% of our initial
investment in such property.

Critical Accounting Policies

Basis of Presentation The accompanying consolidated and combined finhatatements of the Company reflect, for all pési
presented, the historical financial position, resof operations and cash flows of (i) the skilteotsing, assisted living and independent living
facilities that Ensign contributed to us immedigtetior to the Spin-Off, (ii) the operations of ttteee independent living facilities that we
operated immediately following the Spin-Off, anid) the new investments that we have made afte6thia-Off. Our financial statements, pri
to the Spin-Off, have been prepared on a “carvé{magis from Ensign’s consolidated financial stagets using the historical results of
operations, cash flows, assets and liabilitiesbattable to such skilled nursing, assisted livingl independent living facilities.

The combined balance sheet of the Company at Demedib 2013 includes assets and liabilities of gim#hat are specifically
identifiable or otherwise attributable to us. Tlenbined statements of income, prior to the Spin-2fiect allocations of general corporate
expenses from Ensign including, but not limitedexecutive management, finance, legal, informatimhnology, human resources, employee
benefits administration, treasury, risk managemaoizurement, and other shared services. See NBtel@#ed Party Transactions

Management believes that the assumptions and @éstsmaed in preparation of the underlying constdidiand combined financial
statements are reasonable. However, the consdalidate combined financial statements herein do ect¢ssarily reflect what our financial
position, results of operations or cash flows wdwde been if the Company had been a stdode company during the periods presented.
result, historical financial information is not mssarily indicative of our future results of opaas, financial position or cash flows.

The accompanying consolidated and combined finhetatements of the Company were prepared in aaossiwith GAAP and reflect
our financial position, results of operations aadrtflows. All intercompany transactions and actdafances within the Company have been
eliminated.
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Estimates and Assumption¥he preparation of financial statements in confoymiith GAAP requires management to make estimates
and assumptions that affect the reported amourassats and liabilities and disclosure of contihgssets and liabilities at the date of the
financial statements and the reported amountsveinige and expenses during the reporting periodsiafcesults could differ from those
estimates.

Real Estate Depreciation and AmortizatiorReal estate costs related to the acquisitionimpdovement of properties are capitalized ant
amortized over the expected useful life of the tagsa straight-line basis. Repair and maintenaosts are charged to expense as incurred at
significant replacements and betterments are diggith Repair and maintenance costs include atsdbsit do not extend the useful life of the
real estate asset. We consider the period of flenefit of an asset to determine its appropriagful life. Expenditures for tenant
improvements are capitalized and amortized ovesltioeter of the tenarst’lease term or expected useful life. We anticiffa@eestimated usef
lives of our assets by class to be generally dgvist

Buildings 25-40 years

Building improvement: 1C-25 years

Tenant improvement Shorter of lease term or expected useful
Integral equipment, furniture and fixtur 5 years

Real Estate Acquisition ValuationIn accordance with ASC 80Business Combinationsve record the acquisition of incorpesducing
real estate as a business combination. If the sitigm does not meet the definition of a businessrecord the acquisition as an asset
acquisition. Under both methods, all assets acduiral liabilities assumed are measured at theirisitign date fair values. For transactions
that are business combinations, acquisition castexpensed as incurred and restructuring costslthaot meet the definition of a liability at
the acquisition date are expensed in periods sulksedo the acquisition date. For transactionsdhaian asset acquisition, acquisition cost:
capitalized as incurred.

We assess the acquisition date fair values ofialiible assets, identifiable intangibles and assiabilities using methods similar to
those used by independent appraisers, generdilindia discounted cash flow analysis that appdipsropriate discount and/or capitalization
rates and available market information. Estimafdstare cash flows are based on a number of factocluding historical operating results,
known and anticipated trends, and market and ecanoonditions. The fair value of tangible assetamfacquired property considers the value
of the property as if it were vacant.

Estimates of the fair values of the tangible asseé¢ntifiable intangibles and assumed liabilitiequire us to make significant
assumptions to estimate market lease rates, pyepperating expenses, carrying costs during legsgetiods, discount rates, market
absorption periods, and the number of years theguty will be held for investment. The use of inagpiate assumptions would result in an
incorrect valuation of our acquired tangible assdentifiable intangibles and assumed liabilitiesich would impact the amount of our net
income.

Impairment of Long-Lived AssetdVlanagement periodically evaluates our real estatesiments for impairment indicators, including
evaluation of our assets’ useful lives. Managena¢st assesses the carrying value of our real astastments whenever events or changes i
circumstances indicate that the carrying amouthefssets may not be recoverable. The judgmeatdiag the existence of impairment
indicators is based on factors such as, but natddrio, market conditions, operator performance lagal structure. If indicators of impairme
are present, management evaluates the carrying ealhe related real estate investments in relatiche future undiscounted cash flows of
the underlying facilities. Provisions for impairméosses related to long-lived assets are recognizeen expected future undiscounted cash
flows are determined to be less than the carryaiges of the assets. An adjustment is made todheanrying value of
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the real estate investments for the excess oficarmalue over fair value. All impairments are talas a period cost at that time and
depreciation is adjusted going forward to reflbet hew value assigned to the asset.

If we decide to sell real estate properties, wduata the recoverability of the carrying amountshaf assets. If the evaluation indicates
that the carrying value is not recoverable fronmested net sales proceeds, the property is writtemn to estimated fair value less costs to

In the event of impairment, the fair value of tealrestate investment is determined by market relseahich includes valuing the
property in its current use as well as other altéve uses, and involves significant judgment. €stimates of cash flows and fair values of the
properties are based on current market conditindgeflect matters such as rental rates and occigmfor comparable properties, recent sale
data for comparable properties, and, where apgécabntracts or the results of negotiations withchasers or prospective purchasers. Our
ability to accurately estimate future cash flowd astimate and allocate fair values impacts thengrand recognition of impairments. While
we believe our assumptions are reasonable, chamgfesse assumptions may have a material impafihancial results.

Other Real Estate InvestmentBreferred equity investments with characteristfodedt instruments are accounted for as acquisition
development and construction loans held for investinstated at unpaid principal balance, adjusiedriy unamortized premium or discount,
deferred fees or expenses and accrued interesif reterves. We recognize interest income on aeplyabasis based on the outstanding
investment including any accrued and unpaid interes

We periodically evaluate each of our investmentsrfdicators of impairment. An investment is imgainwvhen, based on current
information and events, it is probable that we Wwélunable to collect all amounts due accordintpeécexisting contractual terms. A reserve is
established for the excess of the carrying valud®investment over its fair value, or, as a pcatexpedient, the value of the collateral if the
loan is collateral dependent.

Revenue RecognitionNVe recognize rental revenue, including rental abetds, lease incentives and contractual fixed asze
attributable to operating leases, if any, from t#sainder lease arrangements with minimum fixedd®idrminable increases on a straight-line
basis over the non-cancellable term of the relbtasies when collectability is reasonably assuredamt recoveries related to the
reimbursement of real estate taxes, insuranceirsegad maintenance, and other operating expemses@ognized as revenue in the period the
expenses are incurred and presented gross if waeapimary obligor and, with respect to purchgsinods and services from third-party
suppliers, have discretion in selecting the supjgliel bear the associated credit risk. For thesyeaded December 31, 2014, 2013 and 2012,
such tenant reimbursement revenues consist oéstatle taxes. Contingent revenue, if any, is raggeized until all possible contingencies
have been eliminated.

We evaluate the collectability of rents and otlemeivables on a regular basis based on factonsdimg/, among others, payment history,
the operations, the asset type and current econmnititions. If our evaluation of these factorsiéaties we may not recover the full value of
the receivable, we provide a reserve against thitopoof the receivable that we estimate may notdo@vered. This analysis requires us to
determine whether there are factors indicatingcaiv@ble may not be fully collectible and to estiendhe amount of the receivable that may nc
be collected. We did not reserve any receivabled 8ecember 31, 2014 and 2013.

Income TaxesOur operations have historically been includedmsign’s U.S. federal and state income tax retunasadl income taxes
have been paid by Ensign. Income tax expense dued isicome tax related information contained irséheonsolidated financial statements ar¢
presented on a separate tax return basis as ifedeolur own tax returns. Management believestthatissumptions and estimates used to
determine these tax amounts are reasonable. Howtbearonsolidated financial statements herein nmynecessarily reflect
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our income tax expense or tax payments in thedutrwhat its tax amounts would have been if welieen a standlone company during tl
periods presented.

We expect to elect to be taxed as a REIT unde€Ctue, and intend to operate as such beginningawithaxable year ended
December 31, 2014. To qualify as a REIT, we mugtroertain organizational and operational requimgsiencluding a requirement to
distribute at least 90% of our annual REIT taxabé®me to our stockholders (which is computed withegard to the dividends paid
deduction or net capital gain and which does noesgarily equal net income as calculated in acooalwith GAAP). As a REIT, we geners
will not be subject to federal income tax to théeex we distribute qualifying dividends to our dtholders. If we fail to qualify as a REIT in
any taxable year, we will be subject to federabme tax on our taxable income at regular corpdrateme tax rates and generally will not be
permitted to qualify for treatment as a REIT foddeal income tax purposes for the four taxable /&alowing the year during which
qualification is lost unless the Internal Reveneevige grants us relief under certain statutoryisions.

In connection with our intention to qualify as alrestate investment trust in 2014, on OctobeR014, our board of directors declared a
special dividend of $132.0 million, or approxim&t&b.88 per common share, which represents the mnod@ccumulated earnings and pro
or “E&P,” allocated to us as a result of the Spiffi-Dhe Special Dividend was intended to purge Uaocumulated E&P attributable to the
period prior to our first taxable year as a REITieTSpecial Dividend was paid on December 10, 2@lgtockholders of record as of
October 31, 2014, in a combination of both cashstadk. The cash portion totaled $33.0 million #melstock portion totaled $99.0 million.
We issued 8,974,249 shares of common stock in abionewith the stock portion of the Special Dividen

Stock-Based CompensatioW/e account for share-based awards in accordanbeASC Topic 718Compensation — Stock
Compensatioif‘ASC 718"). ASC 718 requires that the cost resgitirom all share-based payment transactions lwgrezed in the financial
statements. ASC 718 requires all entities to apdhir value-based measurement method in accoufttirghare-based payment transactions
with employees except for equity instruments hgleimployee share ownership plans. Net income (leficts stock-based compensation
expense of $154,000 for the year ended Decemb&034,

Impact of Inflation

Our rental income in future years will be impachgdchanges in inflation. Several of our lease agesdgs, including the Ensign Master
Leases, provide for an annual rent escalator baisélde percentage change in the Consumer Price (bdé not less than zero), subject to
minimum or maximum fixed percentages.

Off-Balance Sheet Arrangements
None.
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ITEM 7A.  Quantitative and Qualitative Disclosures About Market Risk

Our primary market risk exposure is interest ratk with respect to our variable rate indebtednester the GECC Loan. Approximately
$50.1 million of the GECC Loan bears interest fibating rate equal to three month LIBOR plus 3.3%&set monthly and subject to a LIBOR
floor of 0.50%, with monthly principal and intergstyments based on a 25 year amortization. Theinémgaapproximately $47.5 million of tl
GECC Loan bears interest at a blended rate of 7 @&9%&nnum until, but not including, June 29, 2CGir&] thereafter at the floating rate
described above.

Our Credit Agreement provides for revolving comnefnts in an aggregate principal amount of $150.0anifrom a syndicate of banks
and other financial institutions. At December 3012, we had $84.2 million in borrowings availabtelar the Credit Facility (given the
borrowing base requirements of the Credit Agreeinanid no outstanding borrowings under the CrealifilRy. The interest rates per annum
applicable to loans under the Credit Facility atethe Operating Partnership’s option, equal toegitt base rate plus a margin ranging from
1.00% to 1.50% per annum or LIBOR plus a margimgitag from 2.00% to 2.50% per annum, based on thétdeasset value ratio of the
Operating Partnership and its subsidiaries.

An increase in interest rates could make the fimanof any acquisition by us more costly as welirmsease the costs of our variable rate
debt obligations. Rising interest rates could &tedi our ability to refinance our debt when it megs or cause us to pay higher interest rates
upon refinancing and increase interest expensefaranced indebtedness. Assuming a 100 basis ppairgase in the interest rate related to ou
variable rate debt, and assuming no change in wtstanding debt balance as described above, aimesdst expense under the floating rate
portion of the GECC Loan would have increased $@ilbon for the year ended December 31, 2014.

We may, in the future, manage, or hedge, inteegstrisks related to our borrowings by means @rast rate swap agreements. Howe
the REIT provisions of the Code substantially limitr ability to hedge our assets and liabilitiese SRisk Factors — Risks Related to Our
Status as a REIT — Complying with REIT requiremantsy limit our ability to hedge effectively and meguse us to incur tax liabilities.” As
of December 31, 2014, we had no swap agreemehexige our interest rate risks. We also expect twage our exposure to interest rate risk
by maintaining a mix of fixed and variable ratesdar indebtedness.

ITEM 8. Financial Statements and Supplementary Dat

See the Index to Consolidated and Combined FinbSti@éements included in this report.

ITEM 9. Changes in and Disagreements with Accountas on Accounting and Financial Disclosures
None.

ITEM 9A. Controls and Procedures
Disclosure Controls and Procedure¢

We maintain disclosure controls and proceduresifab term is defined in Rules 13a-15(e) and 15@)liider the Exchange Act) that
are designed to ensure that information requirdektdisclosed in our reports under the ExchangesAmtocessed, recorded, summarized and
reported within the time periods specified in tH&CS rules and regulations and that such inforrmaiscaccumulated and communicated to
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to ailior timely decisions regarding required
disclosure. In designing and evaluating the disglgontrols and procedures, management
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recognizes that any controls and procedures, ntentadw well designed and operated, can providg mdsonable assurance of achieving the
desired control objectives, and management is redquo apply its judgment in evaluating the costédfi relationship of possible controls and
procedures.

As of December 31, 2014, we carried out an evalonatinder the supervision and with the participatib management, including our
Chief Executive Officer and Chief Financial Officeegarding the effectiveness of our disclosurearodsmand procedures. Based on the
foregoing, our Chief Executive Officer and Chieh&ncial Officer concluded that our disclosure coistand procedures were effective as of
December 31, 2014.

Managemen's Annual Report on Internal Control over FinanciaReporting

This annual report does not include a report ofagament’s assessment regarding internal contralfoancial reporting or an
attestation report of the Compasyhdependent registered public accounting firm tdue transition period established by rules ofSeeurities
and Exchange Commission for newly public companies.

Attestation Report of the Independent RegisterecbfeiAccounting Firm

As long as we remain an “emerging growth compaag,tiefined in the JOBS Act, we will not be requitedomply with the auditor
attestation requirements related to internal cdmtveer financial reporting pursuant to Section @)4f the Sarbanes-Oxley Act.

Changes in Internal Control over Financial Reportm

There has been no change in our internal contret fimancial reporting (as such term is define®Rires 13a-15(f) and 15d-15(f) under
the Exchange Act) that occurred during the yeaedridecember 31, 2014, that has materially affectets reasonably likely to materially
affect, our internal control over financial repaodgi

ITEM 9B. Other Information
None.
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PART Il

ITEM 10. Directors, Executive Officers and Corporate Governace

The information required under Item 10 is incorpedaherein by reference to our definitive proxytesti@ent to be filed with the SEC
within 120 days after the end of our fiscal yeadeshDecember 31, 2014 in connection with our 20hBual Meeting of Stockholders.

ITEM 11. Executive Compensatior

The information required under Item 11 is incorpedaherein by reference to our definitive proxytestaent to be filed with the SEC
within 120 days after the end of our fiscal yeadeshDecember 31, 2014 in connection with our 20hBual Meeting of Stockholders.

ITEM 12. Security Ownership of Certain Beneficial Owners andManagement and Related Stockholder Matter:

The information required under Item 12 is incorpedaherein by reference to our definitive proxytestaent to be filed with the SEC
within 120 days after the end of our fiscal yeadeshDecember 31, 2014 in connection with our 20hBual Meeting of Stockholders.

ITEM 13. Certain Relationships and Related Transactiongnd Director Independence

The information required under Item 13 is incorpedaherein by reference to our definitive proxytesti@ent to be filed with the SEC
within 120 days after the end of our fiscal yeadeshDecember 31, 2014 in connection with our 20hBual Meeting of Stockholders.

ITEM 14, Principal Accountant Fees and Service

The information required under Item 14 is incorpedaherein by reference to our definitive proxytestaent to be filed with the SEC
within 120 days after the end of our fiscal yeadeshDecember 31, 2014 in connection with our 20hBual Meeting of Stockholders.
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ITEM 15.
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PART IV

Exhibits, Financial Statements and Financial Statemnt Schedules

Financial Statements

See Index to Consolidated and Combined Financ&kBtents on page-1 of this report
Financial Statement Schedules

Schedule llI: Real Estate and Accumulated Deprieti

Note: All other schedules have been omitted bectneseequired information is presented in the foiahstatements ar
the related notes or because the schedules aspplitable.

Exhibits

Separation and Distribution Agreement, dated adaf 23, 2014, by and between The Ensign Group,dnd.CareTrust
REIT, Inc. (incorporated by reference to Exhibit o CareTrust REIT, Inc.’s Current Report on F@&i, filed on June &
2014).

Articles of Amendment and Restatement of CareTRESIT, Inc. (incorporated by reference to Exhibit 8& CareTrust
REIT, Inc’s Registration Statement on Form 10, filed on May2D14).

Amended and Restated Bylaws of CareTrust REIT,(incorporated by reference to Exhibit 3.2 to CausT REIT, Inc.’s
Registration Statement on Form 10, filed on MayZ(Bl4).

Indenture, dated as of May 30, 2014, among CTRhBeship, L.P. and CareTrust Capital Corp., as Isstiee guarantors
named therein, and Wells Fargo Bank, National Aission, as Trustee (incorporated by reference toilkik4.1 to
CareTrust REIT, In’s Current Report on Forn-K, filed on June 5, 2014

Form of 2021 Note (included in Exhibit 4.1 aboy

Specimen Stock Certificate of CareTrust REIT, [frecorporated by reference to Exhibit 4.1 to CaustTREIT, Inc.’s
Registration Statement on Form 10, filed on Ap& 2014).

Form of Master Lease by and among certain subgdiaf The Ensign Group, Inc. and certain subsikaof CareTrust
REIT, Inc. (incorporated by reference to Exhibitll@ CareTrust REIT, Inc.’s Current Report on F@kK, filed on June
5, 2014).

Form of Guaranty of Master Lease by The Ensign @rtnc. in favor of certain subsidiaries of CareXrREIT, Inc., as
landlords under the Ensign Master Leases (incotpdray reference to Exhibit 10.2 to CareTrust RHEHE,’s Current
Report on Form-K, filed on June 5, 2014

Opportunities Agreement, dated as of May 30, 2844nd between The Ensign Group, Inc. and CareRES$T, Inc.
(incorporated by reference to Exhibit 10.3 to CausT REIT, Inc's Current Report on Forn-K, filed on June 5, 2014

Transition Services Agreement, dated as of May28@4, by and between The Ensign Group, Inc. andT@ast REIT,
Inc. (incorporated by reference to Exhibit 10.4£reTrust REIT, Inc.’s Current Report on Form &iled on June 5,
2014).

Tax Matters Agreement, dated as of May 30, 2014y between The Ensign Group, Inc. and CareTra$st Rnc.
(incorporated by reference to Exhibit 10.5 to CausTREIT, Inc's Current Report on Forn-K, filed on June 5, 2014

Employee Matters Agreement, dated as of May 304264 and between The Ensign Group, Inc. and CagREIT, Inc.
(incorporated by reference to Exhibit 10.6 to CausTREIT, Inc's Current Report on Forn-K, filed on June 5, 2014
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10.7

10.8

10.9

10.10

10.11

+10.12

10.13

+**10.14

+**10.15
**21.1
**23.1
**23.2
**31.1
**31.2
**32.1

**101.INS
**101.SCH
**101.CAL
**101.DEF
**101.LAB
**101.PRE
*XBRL

Contribution Agreement, dated as of N@y2014, by and among CTR Partnership L.P., Cast TP, LLC, CareTrust
REIT, Inc. and The Ensign Group, Inc. (incorpordtgdeference to Exhibit 10.7 to CareTrust REIT. ' Current
Report on Form-K, filed on June 5, 2014

Registration Rights Agreement, datedfaday 30, 2014, by and among CTR Partnership,,ICRBreTrust Capital
Corp., the guarantors named therein and Wells Faegairities, LLC, SunTrust Robinson Humphrey, bmad RBC
Capital Markets LLC, on behalf of themselves andepsesentatives of the other initial purchasermmeaththerein
(incorporated by reference to Exhibit 10.8 to CausTREIT, Inc's Current Report on Forn-K, filed on June 5, 2014

Credit Agreement, dated as of May 3042by and among CareTrust REIT, Inc., CTR Partriprd..P., the guarantors
named therein, SunTrust Bank, as administrativataged the lenders party thereto (incorporatecefsrence to
Exhibit 10.9 to CareTrust REIT, Ir's Current Report on Forn-K, filed on June 5, 2014

Fifth Amended and Restated Loan Agregnuated as of May 30, 2014, by and among cestaisidiaries of CareTrust
REIT, Inc. as borrowers, and General Electric Gailorporation as agent and lender (incorporateckfgrence to
Exhibit 10.10 to CareTrust REIT, Ir's Current Report on Forn-K, filed on June 5, 2014

Form of Indemnification Agreement betw&areTrust REIT, Inc. and its directors and effic(incorporated by
reference to Exhibit 10.11 to CareTrust REIT,’s Current Report oForm &K, filed on June 5, 2014

Incentive Award Plan (incorporated bigrence to Exhibit 10.9 to CareTrust REIT, Inc.'sgistration Statement on
Form 10, filed on May 13, 2014

Amended and Restated Partnership Agreeai CTR Partnership, L.P. (incorporated by mfiee to Exhibit 3.4 to
CareTrust REIT, In’s Registration Statement on Fori-4, filed on August 28, 2014

Form of Restricted Stock Agreeme

Form of Restricted Stock Unit Agreeme

List of Subsidiaries of CareTrust REIT, Ir

Consent of Ernst & Young LLP, Independent Registéteblic Accounting Firmr

Consent of Deloitte & Touche LLP, Independent Rieged Public Accounting Firn

Certification of Chief Executive Officer, as adogeursuant to Section 302 of the Sarb-Oxley Act of 2002
Certification of Chief Financial Officer, as adogteursuant to Section 302 of the Sarb-Oxley Act of 2002

Certification of Chief Executive Officend Chief Financial Officer pursuant to 18 U.S.Cct&m 1350, as adopted
pursuant to Section 906 of the SarbiOxley Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Definition Linkbase Docurh
XBRL Taxonomy Extension Label Linkbase Docum
XBRL Taxonomy Extension Presentation Linkbase Doent

(Extensible Business Reporting Languagemhation is furnished and not filed or a part @égistration statement or

prospectus for purposes of Sections 11 or 12 oStwurities Act of 1933, is deemed not filed forgmses of Section 18
of the Securities Exchange Act of 1934, and oth&svisg not subject to liability under these secti

**  Furnished herewitt
+ Management contract or compensatory plan or arraege
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

CARETRUST REIT, INC.

By: / s/ GREGORY K. STAPLEY
Gregory K. Staple'
President and Chief Executive Offic

Dated: February 11, 20:

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf
of the registrant and in the capacities and ord#ies indicated.

Name Title Date
/s/ GREGORY K. STAPLEY Director, President and Chief Executive Officer February 11, 2015
Gregory K. Stapley (Principal Executive Officer
/sl  WILLIAM M. WAGNER Chief Financial Officer, Treasurer and Secretary February 11, 2015
William M. Wagner (Principal Financial Officer and Principal

Accounting Officer)

/s/ CHRISTOPHER R. CHRISTENSEN Director February 11, 2015
Christopher R. Christensen
/s/ JON D. KLINE Director February 11, 2015
Jon D. Kline

/s/ DAVID G. LINDAHL Director February 11, 2015

David G. Lindahl
/s/ GARY B. SABIN Director February 11, 2015

Gary B. Sabin
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
CareTrust REIT, Inc.

We have audited the accompanying consolidated balsineet of CareTrust REIT, Inc. (the “Company$)paDecember 31, 2014, and
the related consolidated and combined statementeofme (loss), comprehensive income (loss), egaitd cash flows for the year ended
December 31, 2014. Our audit also included thenfiied statement schedule listed in the Index ah [1&(a)(2), Schedule Il — Real Estate anc
Accumulated Depreciation. These financial statesiant schedule are the responsibility of the Coryipananagement. Our responsibility is
to express an opinion on these financial statens@mdsschedule based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8d&nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. We were not engaged to perform ai @fuithe Company’s internal control over finanaieporting. Our audit included
consideration of internal control over financigbogting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesnéxiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesarseg significant estimates made by managememtelss evaluating the overall financial
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, the financial statements presemlyfain all material respects, the consolidatethficial position of CareTrust REIT, Inc.
as of December 31, 2014 and the consolidated sesiits operations and its cash flows for the ymated December 31, 2014, in conformity
with accounting principles generally accepted m thmited States of America. Also, in our opinidme telated financial statement schedule,
when considered in relation to the basic finanstatements taken as a whole, presents fairly) imaterial respects, the information set forth
therein.

/s/ ERNST & YOUNG LLP

Irvine, California
February 11, 2015



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
The Ensign Group, Inc.
Mission Viejo, California

We have audited the accompanying combined baldrest f Ensign Properties (the “Company$,defined in the notes to the combi
financial statements, as of December 31, 2013tlamdelated combined statements of income (lossipeehensive income (loss), equity, and
cash flows for each of the two years in the peended December 31, 2013. Our audits also includedinancial statement schedule as of
December 31, 2013, listed in the Index. These coatbfinancial statements and the financial statésemedule are the responsibility of the
Companys management. Our responsibility is to expresspaman on these combined financial statements badihancial statement sched
based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirdl control over financial reporting.
Our audits included consideration of internal cohtiver financial reporting as a basis for desigramdit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such combined financial statemgmésent fairly, in all material respects, the ficiahposition of Ensign Properties as of
December 31, 2013, and the results of its operationl its cash flows for each of the two yearfiéngeriod ended December 31, 2013, in
conformity with accounting principles generally apted in the United States of America. Also, in opinion, such financial statement
schedule, when considered in relation to the bamitbined financial statements taken as a wholsgpts fairly, in all material respects, the
information set forth therein.

As described in Note 1 and Note 2, the accompanygmgbined financial statements of the Company anepeised of the real property
interests and independent living facility businesseThe Ensign Group, Inc., and contain relatatygeansactions that may not be reflectiv
the actual amounts which would have been incuresbithe Company operated as a separate entityfeqgrariThe Ensign Group, Inc. Included
in Note 6 to the combined financial statementsssmmary of related party transactions.

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
March 14, 2014 (August 28, 2014 as to the earn(logs) per share information described in Note i) the condensed combining information
in Note 13)
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CARETRUST REIT, INC.
CONSOLIDATED AND COMBINED BALANCE SHEETS
(in thousands, except share and per share amounts)

Assets:
Real estate investments, |
Other real estate investme
Cash and cash equivalel
Accounts receivable (related party receivables22%5 at December 31, 20- Note 6)
Prepaid expenses and other as
Deferred tax asse
Deferred financing costs, n
Total asset
Liabilities and Equity:
Senior unsecured notes paya
Senior secured revolving credit facili
Mortgage notes payab
Senior secured term loi
Interest rate swa
Accounts payable and accrued liabilit
Deferred tax liabilitie:
Total liabilities
Commitments and contingencies (Note
Equity:
Preferred stock, $0.01 par value; 100,000,000 steuthorized, no shares issued and outstandinfy as o
December 31, 201
Common stock, $0.01 par value; 500,000,000 shatt®azed, 31,251,157 shares issued and outstaad
of December 31, 201
Additional paic¢in capital
Cumulative distributions in excess of earni
Invested equity
Accumulated other comprehensive |
Total equity
Total liabilities and equit

See accompanying notes to consolidated and comEimattial statements.
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December 31

2014 2013
$436,21!  $425,00
7,53: —
25,32( 895
2,291 20
80¢ 88¢
— 85¢
10,408 2,801
$482,57.  $430,46
$260,000 $ —
— 78,70
98,20 114,98
— 65,622
— 1,82¢
10,90 5,78¢
— 85¢
369,11 267,77
318 —
246,04 —
(132,89)) —
— 164,51°
— (1,829
113,46. 162,68
$482,57.  $430,46




CARETRUST REIT, INC.
CONSOLIDATED AND COMBINED STATEMENTS OF INCOME (LOS S)
(in thousands, except per share amounts)

Year Ended December 31

2014 2013 2012
Revenues:
Rental income (related party rental income of $82,fr the year ended December 31, 2- Note 6) $51,367 $41,24.  $35,04¢
Tenant reimbursement (related party tenant reingments of $2,842 for the year ended Decembe
2014- Note 6) 4,95¢ 5,16¢ 4,47(
Independent living facilitie 2,51¢ 2,38¢ 2,54t
Interest and other incon 55 — —
Total revenue 58,891 48,79¢ 42,06
Expenses:
Depreciation and amortizatic 23,00( 23,41¢ 21,10
Interest expens 21,62: 12,64° 12,20"
Loss on extinguishment of de 4,06 — —
Property taxe 4,95¢ 5,16¢ 4,47(
Acquisition cost 47 25k 18¢
Independent living facilitie 2,24: 2,13¢ 2,07¢
General and administrati\ 11,10¢ 5,44 1,78¢
Total expense 67,04( 49,06¢ 41,83:
(Loss) income before provision for income ta (8,149 (272) 232
Provision for income taxe — 12: 122
Net (loss) income $(8,14) $ (395 $ 1AcC
Earnings (loss) per common share
Basic $ (0.3 $ (0.0 $ 0.0C
Diluted $ (0.3 $ (0.02) $ 0.0C
Weighted-average number of common shares
Basic 22,78¢ 22,22¢ 22,22¢
Diluted 22,78¢ 22,22¢ 22,43¢

See accompanying notes to consolidated and comEimattial statements.
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CARETRUST REIT, INC.
CONSOLIDATED AND COMBINED STATEMENTS OF COMPREHENSI VE INCOME (LOSS)
(in thousands)

Year Ended December 31

2014 2013 2012
Net (loss) incom $(8,14%) $ (395  $11cC
Other comprehensive income (los
Unrealized gain (loss) on interest rate s\ 167 1,03¢ (723)
Reclassification adjustment on interest rate s 1,661 — —
Comprehensive (loss) incor $(6,315) $ 64: $(613)

See accompanying notes to consolidated and combimaattial statements.
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CARETRUST REIT, INC.

CONSOLIDATED AND COMBINED STATEMENTS OF EQUITY
(in thousands, except share and per share amounts)

Balance at January 1, 2012
Unrealized loss on interest rate sv
Net capital contribution from Ensi¢
Net income

Balance at December 31, 2C

Unrealized gain on interest rate sv

Net capital distribution to Ensic

Issuance of common sto

Net loss

Balance at December 31, 2C

Net capital contribution from Ensi¢

Unrealized gain on interest rate sv

Reclassification adjustment on intere
rate sway

Net capital distribution to Ensic

Reclassification of invested equity
common stock and additional pait
capital in conjunction with the Spit
Off (Note 1)

Vesting of restricted common sto

Amortization of stock-based
compensatiol

Special dividend at $5.88 per sh.

Common dividend at $0.125 per sh

Net income (loss

Balance at December 31, 2C

Cumulative Accumulated
Common Stock Additional Distributions Other
Comprehensive

Paid-in in Excess Invested Total

Shares Amount Capital of Earnings Equity Loss Equity
— $ — $ — $ — $ 181,75. $ (2,149 $179,60¢
— — — — — (723) (723)
— — — — 5,552 — 5,552
— — — — 11C — 11C
— — — — 187,41 (2,86¢€) 184,54¢
— — — — — 1,03¢ 1,03¢
— — — — (22,507 — (22,509

1,00( — — — — — —
— — — — (395) — (395
1,00( — — — 164,51 (1,829 162,68¢
— — — — 4,35¢ — 4,35¢€
— — — — — 167 167
— — — — — 1,661 1,661
— — — — (10,479 — (10,47

22,227,35 222 146,98( — (147,20:) — —

48,55( 1 Q) — — — —
— — 154 — — — 154
8,974,24! aC 98,90¢ (131,999 — — (33,00
— — — (3,946 — — (3,946
— — — 3,05: (11,196 — (8,149
31,251,15 $ 31: $ 246,04 $ (132,89) $ = $ — $113,46:

See accompanying notes to consolidated and combimaattial statements.
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CARETRUST REIT, INC.
CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31

2014 2013 2012
Cash flows from operating activities:
Net (loss) incomu $ (8,147 $ (39%) $ 11C
Adjustments to reconcile net (loss) income to rehcprovided by operating activitie
Depreciation and amortizatic 23,00( 23,41¢ 21,10¢
Amortization of deferred financing costs and dabtadunt 1,60 821 82¢€
Amortization of stoc-based compensatic 154 — —
Non-cash interest income adjustme 32 — —
Loss on extinguishment of de 1,99¢ — —
Loss on settlement of interest rate s\ 1,661 — —
Loss on disposition of equipment, furniture anduies — 20¢€ 127
Change in operating assets and liabilit
Accounts receivabl 4 5 4)
Accounts receivable due from related ps (2,275 — —
Prepaid expenses and other as 44% 26¢€ 2,911
Interest rate swa (1,667) — —
Accounts payable and accrued liabilit 5,152 2,311 (937)
Net cash provided by operating activit 21,90¢ 26,63 24,13¢
Cash flows from investing activities:
Acquisition of real estat (25,742 (35,65¢) (29,99)
Improvements to real este (579 — —
Purchases of equipment, furniture and fixtt (29,275 (29,93) (29,75
Preferred equity investme (7,500 — —
Escrow deposit for acquisition of real est (500 — —
Cash proceeds from the sale of equipment, furnanckfixtures — 854 24¢
Net cash used in investing activiti (53,59¢) (54,739 (49,509
Cash flows from financing activities:
Proceeds from the issuance of senior unsecured pat@ble 260,00( — —
Borrowings under senior secured revolving creditlity 10,00( 58,70( 15,00(
Proceeds from the issuance of mortgage notes = 50,67¢ — 21,52t
Repayments of borrowings under senior secured viptredit facility (88,70)) — (20,000
Payments on the mortgage notes pay (68,155 (3,457 (3,075
Payments on the senior secured term (65,629 (3,750 (3,750
Payments of deferred financing co (13,43¢) (730 (249
Net capital contribution from (distribution to) Egs (Note 6) 4,35¢ (22,509 5,552
Dividends paid on common sto (33,00)) — —
Net cash provided by financing activiti 56,11¢ 28,26 25,00¢
Net increase (decrease) in cash and cash equiy 24,42¢ 16C (363)
Cash and cash equivalents beginning of pe 89E 73E 1,09¢
Cash and cash equivalents end of pe $ 25,32 $ 89t $ 73t
Supplemental disclosures of cash flow informat
Interest paic $ 17,24: $ 12,657 $12,27¢
Income taxes pai $ 104 $ 10C $ 111
Supplemental schedule of noncash operating, imgsind financing activitie:
Operating assets and liabilities that were notsfiemed to CareTru: $ 1,042 $ — $ —
Holdback of purchase price to acquire real et $ 30C $ — $ —
Equipment, furniture and fixtures that were nohsferred to CareTru: $(11,689) $ — $ —
Net capital distribution to Ensic $ 10,47¢ $ — $ —
Distributions payabls $ 3,94¢ $ — $ —
Distributions paid to common stockholders througmmon stock issuanc $ 98,99¢ $ — $ —

See accompanying notes to consolidated and comEimeattial statements.
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CARETRUST REIT, INC.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEM ENTS

1. ORGANIZATION

Separation from Ensiga- Prior to June 1, 2014, CareTrust REIT, Inc. ("€aust” or the “Company™vas a wholly owned subsidiary
The Ensign Group, Inc. (“Ensign”). On June 1, 2(Bdsign completed the separation of its healthbasiness and its real estate business int
two separate and independent publicly traded compahrough the distribution of all of the outstamgdshares of common stock of CareTrust
to Ensign stockholders on a pro rata basis (thn*§f"). Ensign stockholders received one share of CareTamsmon stock for each share
Ensign common stock held at the close of businedday 22, 2014, the record date for the Spin-Offfe Bpin-Off was effective from and after
June 1, 2014, with shares of CareTrust common ststkbuted by Ensign on June 2, 2014. The Compeanyformed on October 29, 2013
and had minimal activity prior to the Spin-Off.

Prior to the Spin-Off, the Company and Ensign extténto a Separation and Distribution Agreemerg (Beparation and Distribution
Agreement”), setting forth the mechanics of thenSpff, certain organizational matters and otheraing obligations of the Company and
Ensign. The Company and Ensign or their respestiNxsidiaries, as applicable, also entered intonabeu of other agreements to govern the
relationship between Ensign and the Company dfteSpin-Off, including eight long-term leases (tBasign Master Leases”), under which
Ensign leases 94 healthcare facilities on a tnijgebasis.

The Company and Ensign also entered into an Oppities Agreement, which grants the Company thettiglmatch any offer from a
third party to finance the acquisition or developinaf any healthcare or senior living facility bygtgn or any of its affiliates for a period of
one year following the Spi@ff. In addition, this agreement grants Ensign jectito certain exceptions, the right to eitherghaise and operat
or lease and operate, the facilities included i @ortfolio of five or fewer healthcare or senitvimg facilities presented to the Company dui
the first year following the Spin-Off; provided tithe portfolio is not subject to an existing leagth an operator or manager that has a
remaining term of more than one year, and is nesgmted to the Company by or on behalf of anotherator seeking lease or other financing.
If Ensign elects to lease and operate such a gyopeportfolio, the lease would be on substantitie same terms as the Ensign Master Le

In accordance with the Financial Accounting Stadd@oard (“FASB”) Accounting Standards Codificati8ASC”) 505-60,Equity —
Spinoffs and Reverse Spingfthe accounting for the separation of the Comgahgws its legal form, with Ensign as the legablaaccounting
spinnor and the Company as the legal and accousgiimpee, due to the relative significance of Emsifpealthcare business, the relative fair
values of the respective companies, the retentiail eenior management (except Mr. Gregory K. f&gpby Ensign, and other relevant
indicators. The assets and liabilities contributethe Company from Ensign, or incurred in conraettvith the Spin-Off in the case of certain
debt, were as follows (dollars in thousands):

Real estate investments, | $ 421,84t
Cash 78,73:
Accounts receivable and prepaid assets and othemtuasset 1,90(C
Deferred financing costs, n 11,08¢
Debt (359,51)
Other liabilities (6,83¢)
Net contributior $ 147,21!

Description of Business Fhe Company’s primary business consists of acqgifinancing and owning real property to be leased
third-party tenants in the healthcare sector. AB@fember 31, 2014, the 102 skilled nursing, assikting and independent living facilities
owned by the Company and leased to independent
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operators including Ensign had a total of 10,29@rafional beds/units located in Arizona, Califorf@alorado, Idaho, lowa, Minnesota,
Nebraska, Nevada, Texas, Utah, Virginia and Wasbmdrhe three independent living facilities owraedl operated by the Company he
total of 264 units located in Texas and Utah. ABeEember 31, 2014, the Company also had one mhkestate investment, consisting of a
$7.5 million preferred equity investment.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation- The accompanying consolidated and combined fiahstatements of the Company reflect, for all pesi
presented, the historical financial position, resof operations and cash flows of (i) the skilfeatsing, assisted living and independent living
facilities that Ensign contributed to the Compamyriediately prior to the Spin-Off, (ii) the operat®of the three independent living facilities
that the Company operated immediately following $ipén-Off, and (iii) the new investments that then@pany has made after the Spin-Off.
The Company'’s financial statements, prior to then%pff, have been prepared on a “carve-out” basi;fEnsign’s consolidated financial
statements using the historical results of opemnatioash flows, assets and liabilities attributablsuch skilled nursing, assisted living and
independent living facilities (the “Ensign Propesti).

The combined balance sheet of the Company at DemeBih 2013 includes Ensign assets and liabiliiasare specifically identifiable
or otherwise attributable to the Company. The combistatements of income, prior to the Spin-Offent allocations of general corporate
expenses from Ensign including, but not limitedeecutive management, finance, legal, informatsmhnology, human resources, employee
benefits administration, treasury, risk managemaoicurement, and other shared services. See fudigrussion in Note BRelated Party
Transactions

Management believes that the assumptions and @éstsmaed in preparation of the underlying constdidiand combined financial
statements are reasonable. However, the consalidate combined financial statements herein do ec¢ssarily reflect what the Company’s
financial position, results of operations or caslwé would have been if the Company had been alsdsbome company during the periods
presented. As a result, historical financial infation is not necessarily indicative of the Comparfyture results of operations, financial
position or cash flows.

The accompanying consolidated and combined findetatements of the Company were prepared in aaosslwith accounting
principles generally accepted in the United St@@&AP”) and reflect the financial position, ressiibf operations and cash flows of the
Company. All intercompany transactions and accbatdnces within the Company have been eliminated.

Invested Capital— Invested capital in the consolidated and comblredence sheets represents Ensign’s historicaktment in the
Company, the net effect of cost allocations froamsactions with Ensign, net transfers of cash asdta to Ensign and the Company’s
accumulated earnings. See further discussion p$actions with Ensign in Note Related Party Transactions

Estimates and Assumptions The preparation of financial statements in comiity with GAAP requires management to make estisate
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the reported amountsvefge and expenses during the reporting periodsiahcesults could differ from those
estimates.
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Real Estate Depreciation and AmortizatienReal estate costs related to the acquisitionrapdovement of properties are capitalized
and amortized over the expected useful life ofab®et on a straight-line basis. Repair and mainteneosts are charged to expense as incurre
and significant replacements and betterments guitatiaed. Repair and maintenance costs includeaals that do not extend the useful life of
the real estate asset. The Company considers thoa pé future benefit of an asset to determinejfipropriate useful life. Expenditures for
tenant improvements are capitalized and amortixed the shorter of the tenant’s lease term or ebgglegseful life. The Company anticipates
the estimated useful lives of its assets by clasetgenerally as follows:

Buildings 25-40 years

Building improvement: 1C-25 years

Tenant improvement Shorter of lease term or expected useful
Integral equipment, furniture and fixtur 5 years

Real Estate Acquisition Valuatier In accordance with ASC 80Business Combinationghe Company records the acquisition of
income-producing real estate as a business condnindtthe acquisition does not meet the defimitad a business, the Company records the
acquisition as an asset acquisition. Under botthaust, all assets acquired and liabilities assumedn@asured at their acquisition date fair
values. For transactions that are business conisatacquisition costs are expensed as incurrédestructuring costs that do not meet the
definition of a liability at the acquisition datesaexpensed in periods subsequent to the acquisitite. For transactions that are an asset
acquisition, acquisition costs are capitalizednasiired.

The Company assesses the acquisition date faievalfiall tangible assets, identifiable intangitdaed assumed liabilities using methods
similar to those used by independent appraisererg8y utilizing a discounted cash flow analysiattapplies appropriate discount and/or
capitalization rates and available market infororatiEstimates of future cash flows are based amaber of factors, including historical
operating results, known and anticipated trendd,raarket and economic conditions. The fair valutaafjible assets of an acquired property
considers the value of the property as if it weaeant.

Estimates of the fair values of the tangible asséésntifiable intangibles and assumed liabilitieguire the Company to make significant
assumptions to estimate market lease rates, pyeppérating expenses, carrying costs during legsgeuiods, discount rates, market
absorption periods, and the number of years thegutp will be held for investment. The use of inaggiate assumptions would result in an
incorrect valuation of the Company’s acquired thfegassets, identifiable intangibles and assunadulities, which would impact the amount
of the Company’s net income.

Impairment of Long-Lived Assets Management periodically evaluates the Comparsgas estate investments for impairment indicators
including the evaluation of our assets’ usefuldivielanagement also assesses the carrying valhe @dmpany’s real estate investments
whenever events or changes in circumstances irdibat the carrying amount of the assets may noddmverable. The judgment regarding
existence of impairment indicators is based orofacsuch as, but not limited to, market conditiapgrator performance and legal structure. |
indicators of impairment are present, managemeaitiates the carrying value of the related realtestaestments in relation to the future
undiscounted cash flows of the underlying faciitiBrovisions for impairment losses related to {ved assets are recognized when expecte
future undiscounted cash flows are determined tes®than the carrying values of the assets. Austrdent is made to the net carrying value
of the real estate investments for the excessroyiog value over fair value. All impairments askén as a period cost at that time and
depreciation is adjusted going forward to reflbet hew value assigned to the asset.

If the Company decides to sell real estate propgrtve evaluate the recoverability of the carrdngpunts of the assets. If the evaluation
indicates that the carrying value is not recoverdiim estimated net sales proceeds, the propewyiiten down to estimated fair value less
costs to sell.
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In the event of impairment, the fair value of tealrestate investment is determined by market relseahich includes valuing the
property in its current use as well as other a#teve uses, and involves significant judgment. Tlenpany’s estimates of cash flows and fair
values of the properties are based on current madkalitions and consider matters such as rent@é @nd occupancies for comparable
properties, recent sales data for comparable ptiepeand, where applicable, contracts or the tesdilnegotiations with purchasers or
prospective purchasers. The Company’s ability tmeately estimate future cash flows and estimatkeadliocate fair values impacts the timing
and recognition of impairments. While the Compasaljdves its assumptions are reasonable, changkeda assumptions may have a materia
impact on financial results.

Other Real Estate InvestmenrtsPreferred equity investments with characteristicdebt instruments are accounted for as acquisiti
development and construction loans held for investistated at unpaid principal balance, adjusiedriy unamortized premium or discount,
deferred fees or expenses and accrued interesif neterves. The Company recognizes interest iscoma quarterly basis based on the
outstanding investment including any accrued anmhichinterest.

The Company periodically evaluates each of itsstments for indicators of impairment. An investmisrimpaired when, based on
current information and events, it is probable thatwill be unable to collect all amounts due adowg to the existing contractual terms. A
reserve is established for the excess of the caymwalue of the investment over its fair value,as a practical expedient, the value of the
collateral if the loan is collateral dependent.

Cash and Cash Equivalents Cash and cash equivalents consist of bank tepugits and money market funds with original maiesit
of three months or less at time of purchase anethiee approximate fair value. The fair value adgh investments is determined based on
“Level 1" inputs, which consist of unadjusted qubf®ices in active markets that are accessibleeatrteasurement date for identical,
unrestricted assets. The Company places its cabbhamt-term investments with high credit qualityahcial institutions.

The Company’s cash and cash equivalents balanaedmadly exceeds federally insurable limits. Then@pany monitors the cash
balances in its operating accounts and adjustsable balances as appropriate; however, these aksicbs could be impacted if the underly
financial institutions fail or are subject to ottaverse conditions in the financial markets. Tedde Company has experienced no loss or
lack of access to cash in its operating accounts.

Deferred Financing Costs- External costs incurred from placement of ourtdeb capitalized and amortized on a stralgtg-basis ove
the terms of the related borrowings, which apprates the effective interest method. Amortizationefferred financing costs is classified as
interest expense in our consolidated and combitadreents of income (loss). Accumulated amortiratibdeferred financing costs was $2.2
million and $2.4 million at December 31, 2014 arecBmber 31, 2013, respectively.

When financings are terminated, unamortized dedefirencing costs, as well as charges incurredhfetermination, are expensed at the
time the termination is made. Gains and losses ftanextinguishment of debt are presented withéomme from continuing operations in our
consolidated and combined statements of incoms)(los

Revenue Recognitiea- The Company recognizes rental revenue, incluténgal abatements, lease incentives and contraitted!
increases attributable to operating leases, if fioyy tenants under lease arrangements with minitixedd and determinable increases on a
straight-line basis over the non-cancellable teftin® related leases when collectability is reabbnassured. Tenant recoveries related to the
reimbursement of real estate taxes, insuranceirsegad maintenance, and other operating expemses@ognized as revenue in the period the
expenses are incurred and presented gross if thp&uy is the primary obligor and, with respecttoghasing goods and services from third-
party suppliers, has discretion in selecting
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the supplier and bears the associated creditFskthe years ended December 31, 2014, 2013 ar] 20¢h tenant reimbursement revenues
consist of real estate taxes. Contingent revefia@yi, is not recognized until all possible conéngies have been eliminated.

The Company evaluates the collectability of remid ather receivables on a regular basis basedoboréaincluding, among others,
payment history, the operations, the asset typecarrént economic conditions. If our evaluationttafse factors indicates we may not recover
the full value of the receivable, we provide a reseagainst the portion of the receivable that stéxeate may not be recovered. This analysis
requires us to determine whether there are fagtdisating a receivable may not be fully collectilzind to estimate the amount of the
receivable that may not be collected. We did nseéinee any receivables as of December 31, 2014 @@l 2

Income Taxes— The Company’s operations have historically bemtuded in Ensign’s U.S. federal and state incaameéturns and all
income taxes have been paid by Ensign. IncomexXjaarese and other income tax related informatioriainad in these consolidated and
combined financial statements are presented opaa® tax return basis as if the Company filedwts tax returns. Management believes tha
the assumptions and estimates used to determise the amounts are reasonable. However, the cdasati financial statements herein may
not necessarily reflect the Company’s income tgpeese or tax payments in the future, or what ksataounts would have been if the
Company had been a stand-alone company duringetieds presented.

The Company expects to elect to be taxed as a REd€r the Internal Revenue Code of 1986, as amg(tidedCode”), and intends to
operate as such beginning with its taxable yeae@mecember 31, 2014. To qualify as a REIT, the @ must meet certain organizational
and operational requirements, including a requirgneedistribute at least 90% of the Company’s @hREIT taxable income to its
stockholders (which is computed without regarch® dividends paid deduction or net capital gainwahith does not necessarily equal net
income as calculated in accordance with GAAP). &REdHT, the Company generally will not be subjectederal income tax to the extent it
distributes qualifying dividends to its stockholslelf the Company fails to qualify as a REIT in aayable year, it will be subject to federal
income tax on its taxable income at regular congoirccome tax rates and generally will not be ptedito qualify for treatment as a REIT for
federal income tax purposes for the four taxablryéollowing the year during which qualificatialost unless the Internal Revenue Service
grants the Company relief under certain statutooyigions.

In connection with the Company'’s intention to gfyalis a real estate investment trust in 2014, awoltés 17, 2014, the Company’s board
of directors declared a special dividend (the “$gdeRividend”) of $132.0 million, or approximate§5.88 per common share, which represent
the amount of accumulated earnings and profits£&P,” allocated to the Company as a result of $pn-Off. The Special Dividend was
intended to purge the Company of accumulated E&fbatable to the period prior to the Company’sffitaxable year as a REIT. The Special
Dividend was paid on December 10, 2014, to stoakdrsl of record as of October 31, 2014, in a conininaf both cash and stock. The cash
portion totaled $33.0 million and the stock portiotaled $99.0 million. The Company issued 8,974 2dares of common stock in connection
with the stock portion of the Special Dividend.

Derivatives and Hedging Activities- The Company evaluates variable and fixed intaegstrisk exposure on a routine basis and to the
extent the Company believes that it is appropriaieill offset most of its variable rate risk exquore by entering into interest rate swap
agreements. It is the Company'’s policy to onlyizgilderivative instruments for hedging purposes,(not for speculation). The Company
formally designates its interest rate swap agre¢srenhedges and documents all relationships betivedging instruments and hedged items.
The Company formally assesses effectiveness beiging relationships, both at the hedge incemimhon an ongoing basis, then measures
and records ineffectiveness. The Company woulddistue hedge accounting prospectively (i) if iletermined that the derivative is no
longer effective in offsetting changes in the clsWs of a hedged item, (ii) when the derivativepegs or is sold, terminated or exercised,

(iii) if it is no longer probable that the forecedttransaction will occur, or (iv) if managementeiimines that designation of the derivative as a
hedge instrument is no longer appropriate.
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Effective May 30, 2014, the Company de-designatethterest rate swap contract that historicallgldiied for cash flow hedge
accounting. This was due to the termination ofitiberest rate swap agreement related to the estihement of the Senior Credit Facility (as
defined below). As a result, the loss previousborded in accumulated other comprehensive losteckta the interest rate swap was
recognized in interest expense in the consolidatetdcombined statements of income (loss). Therenwamitstanding interest rate swap
contract as of December 31, 2014.

Stock-Based Compensation The Company accounts for share-based paymentavwaaccordance with ASC Topic 7I8pmpensatio
— Stock CompensatiqfiASC 718"). ASC 718 requires that the cost resgltirom all share-based payment transactions lwyrézed in the
financial statements. ASC 718 requires all entiiieapply a fair value-based measurement methaddnunting for share-based payment
transactions with employees except for equity imstnts held by employee share ownership plansindeme (loss) reflects stock-based
compensation expense of $154,000 for the year ebdedmber 31, 2014.

Concentration of Credit Risk- The Company is subject to concentrations of ¢mégk consisting primarily of operating leasesaum
owned properties. See Note Tncentration of Riskfor a discussion of major operator concentration.

Segment Disclosures- The FASB accounting guidance regarding disclasatmut segments of an enterprise and relatecdhiafoon
establishes standards for the manner in which pbbisiness enterprises report information aboutadipgy segments. The Company has one
reportable segment consisting of investments iitthemre-related real estate assets.

Earnings (Loss) Per Share- The Company calculates earnings (loss) per HBRS”) in accordance with ASC 26Barnings Per
Share. Basic EPS is computed by dividing net income igpple to common stock by the weighted-average murabcommon shares
outstanding during the period. Diluted EPS refletsadditional dilution for all potentially-dilmé securities. Basic and diluted EPS for the
years ended December 31, 2014, 2013 and 2012 eteoactively restated for the number of basic ahdeatl shares outstanding immediat
following the Spin-Off.

Recently Issued Accounting Standards Updatin April 2014, the FASB issued ASU No. 2014-88esentation of Financial Stateme
(Topic 205) andProperty, Plant, and Equipme(Topic 360):Reporting Discontinued Operations and DisclosureBigposals of Components
of an Entity("*ASU No. 2014-08"). ASU No. 2014-08 limits discamied operations reporting to disposals of comptmehan entity that
represents a strategic shift that has (or will haveajor effect on an entity’s operations andritial results when any of the following occurs:
a) the component of an entity or group of composiehtin entity meets the criteria to be classifiedheld for sale; b) the component of an
entity or group of components of an entity is disgab of by sale; and c) the component of an entigroup of components of an entity is
disposed of other than by sale. ASU No. 2014-08 aguires additional disclosures about discontimygerations. ASU No. 2014-08 is
effective for reporting periods beginning after Petber 15, 2014. Early adoption is permitted, buy for disposals (or classifications as held
for sale) that have not been reported in finarstiaiements previously issued or available for issaaThe Company early adopted ASU
No. 201+08 for the reporting period beginning January@4 As a result of the adoption of ASU No. 20144@8ults of operations for
properties that are classified as held for satbénordinary course of business on or subsequelartoary 1, 2014 would generally be included
in continuing operations on the Company’s consédidaand combined statements of income, to the egteh disposals did not meet the
criteria for classification as a discontinued opieradescribed above. Additionally, any gain orslas sale of real estate that does not meet th
criteria for classification as a discontinued ofierawould be presented, on the consolidated anthated statements of operations, below
income from continuing operations and income frastontinued operations.

In May 2014, the FASB issued ASU No. 2014-Bgyenue from Contracts with Custom@rspic 606) (“ASU No. 2014-09"). ASU
No. 201+09 requires an entity to recognize the revenuwefuct the transfer of
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promised goods or services to customers in an antbanreflects the consideration to which thetgrekpects to be entitled in exchange for
those goods and services. ASU No. 2014-09 supessbdeevenue requirementsRevenue Recognitiqitopic 605) and most industry-
specific guidance throughout the Industry Topicthef Codification. ASU No. 2014-09 does not applyeiase contracts within the scope of
Leases(Topic 840). ASU No. 2014-09 is effective for fisgaars, and interim periods within those yeargji@ng after December 15, 2016,
and is to be applied retrospectively, with earlplagation not permitted. The Company is currenigessing the impact of adopting the new
guidance but does not believe it will have a matezifect on income from operations or the Compaufiyiancial position.

In June 2014, the FASB issued ASU No. 2014d@mpensation — Stock Compensafibopic 718),Accounting for Share-Based
Payments When the Terms of an Award Provide TRa&rformance Target Could Be Achieved after the BéguService Perio(*ASU
No. 201+-12"). The amendments in ASU No. 2014-12 requied thperformance target in a share-based paymerafflects vesting and that
could be achieved after the requisite service pdimtreated as a performance condition. A reppeimtity should apply existing guidance in
Compensation — Stock Compensatibopic 718) as it relates to awards with perforngaoanditions that affect vesting to account fortsuc
awards. The amendments in ASU No. 2014-12 areteféefor annual periods and interim periods wittinse annual periods beginning after
December 15, 2015. Early adoption is permitteditiéstmay apply the amendments in ASU No. 2014iftee(a) prospectively to all awards
that are granted or modified on or after the effectlate; or (b) on a modified retrospective b&siall awards with performance targets that ar
outstanding on or after the beginning of the fishual period presented as of the adoption date Cimpany is currently assessing the impac
of adopting the new guidance but does not beliewdlihave a material effect on income from oparas or the Company’s financial position.

In August 2014, the FASB issued ASU No. 2014 R&gsentation of Financial Stateme(®ubtopic 205-40)Disclosure of Uncertainties
about an Entity’s Ability to Continue as a Goingr€ern(“ASU No. 2014-15"). The amendments in ASU No. 2aBlrequire management to
evaluate, for each annual and interim reportingogewhether there are conditions or events, camsitlin the aggregate, that raise substantia
doubt about an entity’s ability to continue as sngaconcern within one year after the date thaffithencial statements are issued (or are
available to be issued when applicable) and, ipsovide related disclosures. ASU No. 2014-15 fsative for annual periods ending after
December 15, 2016, and interim periods within ahpa&gods beginning after December 15, 2016. Eadlyption is permitted for annual or
interim reporting periods for which the financightements have not previously been issued. Weueeliee adoption of this guidance will not
have a material effect on income from operationtherCompany'’s financial position.

In January 2015, the FASB issued ASU No. 2015kfdgme Statement — Extraordinary and Unusual Ité®ubtopic 225-20),
Simplifying Income Statement Presentation by Ebiig the Concept of Extraordinary Iterff&SU No. 2015-01"). The amendments in ASU
No. 201501 eliminate from GAAP the concept of extraordingems. Although the amendments will eliminate tbguirements in Subtopic
22520 for reporting entities to consider whether adertying event or transaction is extraordinary, phesentation and disclosure guidance
items that are unusual in nature or occur infretjyenill be retained and will be expanded to inautems that are both unusual in nature and
infrequently occurring. ASU No. 2015-01 is effeetifor fiscal years, and interim periods within thg®ars, beginning after December 15,
2015. Early adoption is permitted provided thatdhe&lance is applied from the beginning of thedigear of adoption. The Company does no
expect the adoption of ASU No. 2015-01 to havegaiicant impact on its financial statements.
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3. REAL ESTATE INVESTMENTS, NET

The following tables summarize our investment imed properties at December 31, 2014 and 2013 (datiahousands):

December 31 December 31
2014 2013

Land $ 75,07: $ 75,11
Buildings and improvemen 417,41« 380,94(
Integral equipment, furniture and fixtur 47,13¢ 66,93:
Real estate investmer 539,62( 522,98«
Accumulated depreciatic (103,409 (97,98)
Real estate investments, | $ 436,21 $ 425,00:

As of December 31, 2014, all but eight of the Conypafacilities were leased to subsidiaries of Gnginder the Ensign Master Leases.
The obligations under the Ensign Master Leasegaaeanteed by Ensign. A default by any subsididfyrsign with regard to any facility
leased pursuant to an Ensign Master Lease willtresa default under all of the Ensign Master Le=asThe annual revenues from the Ensign
Master Leases are $56.0 million during each ofitisetwo years of the Ensign Master Leases. Conaimgnin the third year under the Ensign
Master Leases, the annual revenues from the EMsigiter Leases will be escalated annually by an amegual to the product of (1) the lessel
of the percentage change in the Consumer PriceIfmle not less than zero) or 2.5%, and (2) therpréar’s rent. In addition to rent, the
subsidiaries of Ensign that are tenants under tisige Master Leases are solely responsible foctisés related to the leased properties
(including property taxes, insurance, and mainteaamd repair costs).

As of December 31, 2014, our total future minimwntal revenues for all of our tenants were (dolilathousands):

Yeal _Amount_
2015 $ 58,17¢
2016 58,17¢
2017 58,17¢
2018 58,17¢
2019 58,17¢
Thereaftel 597,14¢

$888,02¢

Recent Real Estate Acquisitions

The following recent real estate acquisitions wareounted for as asset acquisitions:

Cross Healthcare Portfolio
In November 2014, the Company acquired the Crosdthtmre portfolio, a threfacility assisted living and memory care portfdleatec
in Pocatello and Idaho Falls, Idaho, for $12.0 ionill

In connection with the acquisition, the Companyeead into a triple-net master lease with Cross tHeate LLC (“Cross”). The lease
carries an initial term of 12 years with two fiveay renewal options and CP&sed rent escalators. The Company anticipatéal iaitnual leas
revenues of $1.0 million. The Company also recethedoption to acquire three additional Cross as$e&b of which are currently undergoing
renovation, lease-up and stabilization.

Prelude at Woodbun

In December 2014, the Company acquired Preludecaididury, a 30-bed upscale assisted living and megame facility in Woodbury,
Minnesota, for $7.2 million.
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In connection with the acquisition, the Companyeegd into a triple-net master lease with Preludme®& Services, LLC (“Prelude”).
The lease has an initial term of 15 years with fiwe-year renewal options and CPI-based rent eswalaThe Company anticipates the
Woodbury facility will generate initial annual leasevenue of $0.6 million. The Company also secaredption to purchase and lease back
Prelude’s next senior housing project, which igently under development in White Bear Lake, Mirotas

English Meadows at Christiansbur

In December 2014, the Company acquired English Meadit Christiansburg, a 39-unit assisted livinglity in Christiansburg,
Virginia, from Twenty/20 Management, Inc. (“Twer2@"), for $6.6 million.

In connection with the acquisition, the Companyeead into a triple-net master lease with Twenty/2@e lease has an initial term of 15
years with two fiv-year renewal options and CPI-based rent escalathesCompany anticipates the English Meadowsifaailill generate
initial annual lease revenue of $0.6 million.

Contemporaneously with the English Meadows tramsac€CareTrust also entered into an agreementavittventy/20 affiliate to
purchase and lease back Twenty/20’s recently-aeduinglish Meadows Elks’ Home, a 169-unit indepebded assisted living campus
located in Bedford, Virginia. The Elks’ Home tran8an is expected to close in mid-2015.

4. OTHER REAL ESTATE INVESTMENTS

In December 2014, the Company completed a $7.5omifireferred equity investment with Signature $ehiving, LLC and Milestone
Retirement Communities. The preferred equity inwesit delivers a 12.0% annual preferred return t@Qaist. The investment will be used to
develop Signature Senior Living at Arvada, a plahh®4-unit upscale assisted living and memory caramunity in Arvada, Colorado that
will be constructed on a five-acre site. In conimttvith its investment, CareTrust obtained anapto purchase the Arvada development at ¢
fixed-formula price upon stabilization, with antial lease yield of at least 8.0%. The projectipaxted to be completed in early 2016.

5.  FAIR VALUE MEASUREMENTS

Under GAAP, the Company is required to measuratefinancial instruments at fair value on a reingrtbasis. In addition, the
Company is required to measure other financiatimsénts and balances at fair value on a non-remubasis (e.g., carrying value of impaired
long-lived assets). Fair value is defined as theharge price that would be received for an asspaidrto transfer a liability (an exit price) in
the principal or most advantageous market for §setor liability in an orderly transaction betwaearket participants on the measurement
date. The GAAP fair value framework uses a threeetl approach. Fair value measurements are ctabsifid disclosed in one of the following
three categories:

. Level 1: unadjusted quoted prices in active mariteisare accessible at the measurement datedioticdl assets or liabilitie

. Level 2: quoted prices for similar instrumeintsactive markets, quoted prices for identicaliorir instruments in markets that are not
active, and mod-derived valuations in which significant inputs asignificant value drivers are observable in actharkets; an

. Level 3: prices or valuation techniques whétkelor no market data is available that requingaits that are both significant to the fair
value measurement and unobserva
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During the years ended December 31, 2014 and 20&4¥ ompany measured the following assets anditiabiat fair value (dollars in
thousands):

December 31, 201. December 31, 201.
Fair Fair
Value Level 1 Level Z Level 2 Value Level 1 Level 2 Level 2
Recurring basis
Interest rate swa $— $— $— $— $1,82¢ $ — $1,82¢ $ —

Derivative instrumentsThe Company’s derivative instruments are preseatdalr value on the accompanying consolidated and
combined balance sheets. The valuation of theseiments is determined using a proprietary moda tiilizes observable inputs. As such,
Company classifies these inputs as Level 2 induts.proprietary model uses the contractual ternmieeflerivatives, including the period to
maturity, as well as observable market-based injnthiding interest rate curves and volatility.€Mair values of interest rate swaps are
estimated using the market standard methodologneting the discounted fixed cash payments andigmunted expected variable cash
receipts. The variable cash receipts are based er@ectation of interest rates (forward curvesivéd from observable market interest rate
curves. In addition, credit valuation adjustmenitisich consider the impact of any credit risks te tontracts, are incorporated in the fair va
to account for potential nonperformance risk.

In connection with the Senior Credit Facility wahsix-bank lending consortium arranged by SunTastWells Fargo (the “Senior
Credit Facility”), in July 2011, Ensign entereddran interest rate swap agreement in accordanbétwipolicy to reduce risk from volatility in
the statement of operations due to changes inB®R interest rate. The swap agreement, with aonatiamount of $75.0 million, amortized
concurrently with the related term loan portiortied Senior Credit Facility, was five years in lénghd set to mature on July 15, 2016. The
interest rate swap was designated as a cash fldgehend, as such, changes in fair value are repiortether comprehensive income in
accordance with hedge accounting. Under the tefrifioswap agreement, the net effect of the hedageto record swap interest expense at ¢
fixed rate of approximately 4.3%, exclusive of felst interest paid under the swap was $0.4 milligin0 million and $1.0 million for the
years ended December 31, 2014, 2013 and 2012 ctashe.

Effective May 30, 2014, the Company de-designateihterest rate swap agreement that historicalblified for cash flow hedge
accounting. This was due to the termination ofitiberest rate swap agreement related to the estihement of the Senior Credit Facility. As a
result, the Company recognized a loss of $1.7 oniltb interest expense from accumulated other cengmsive loss. See NoteDebt, for
additional information.

There was no outstanding interest rate swap agrgesseof December 31, 2014.
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Financial instruments Considerable judgment is necessary to estimatéaihvalue of financial instruments. The estinsatéfair value
presented herein are not necessarily indicatith@amounts that could be realized upon disposiifdhe financial instruments. A summary of
the face values, carrying amounts and fair valdiedeeoCompanys financial instruments as of December 31, 2014Recember 31, 2013 usi
Level 2 inputs, for the senior unsecured notes lpleyand Level 3 inputs, for all other financiastruments, is as follows (dollars in thousan

December 31, 201 December 31, 201

Face Carrying Fair Face Carrying Fair

Value Amount Value Value Amount Value
Financial assets:
Preferred equity investme $ 7,50C $ 7,532 $ 7,532 $ — $ — $ —
Financial liabilities:
Senior unsecured notes paya $260,00( $260,00( $265,20( $ — $ — $ —
Senior secured revolving credit facil — — — 78,70 78,70 78,70
Mortgage notes payab 98,20¢ 98,20¢ 101,82: 115,68. 114,98. 114,98:.
Senior secured term lo: — — — 65,62« 65,62+ 65,62«

Cash and cash equivalents, accounts receivableuads payable and accrued liabilitieS:hese balances approximate their fair values
due to the short-term nature of these instruments.

Preferred equity investmenihe fair value of the preferred equity investmeaswletermined using an internal valuation model tha
considered the expected future cash flows of thestment, the underlying collateral value and otinedit enhancements and has been
determined to approximate its carrying value.

Senior unsecured notes payablehe fair value of the senior unsecured notes Ipayaas determined using third-party quotes derived
from orderly trades.

Senior secured revolving credit facility, mortgagstes payable and senior secured term lodhe fair value of the Company’s notes
payable was estimated using a discounted cashdif@mlysis based on management’s estimates of cunahkiet interest rates for instruments
with similar characteristics, including remainiragh term, loan-to-value ratio, type of collatenadl ather credit enhancements. Additionally,
when determining the fair value of liabilities imaumstances in which a quoted price in an actiegket for an identical liability is not
available, the Company measures fair value usjng\(aluation technique that uses the quoted pfitkee identical liability when traded as an
asset or quoted prices for similar liabilities wheaded as assets or (ii) another valuation teclntfat is consistent with the principles of fair
value measurement, such as the income approable andrket approach.

6. RELATED PARTY TRANSACTIONS

Allocation of corporate expenses The consolidated and combined balance sheetstateinents of income (loss) of the Company
include Ensign assets and liabilities that are ifipatly identifiable or otherwise attributable toe Company. The specific identification
methodology was utilized for all of the items oe ttonsolidated and combined statements of incormledirg general corporate expenses. Fo
each of the periods presented, Ensign Propertmesabions were fully integrated with Ensign, indghglexecutive management, finance,
treasury, corporate income tax, human resourcgal $ervices and other shared services. Thesewestsallocated to the Company on a
systematic basis utilizing a direct usage basiswtientifiable, with the remainder allocated ondistudy, or percentage of the total revenues
The primary allocation method was a time study Basetime devoted to Ensign Properties’ activities.

Allocations of expenses for these general and adtrative services of $7.4 million, $5.4 milliomd$1.8 million for the years ended
December 31, 2014, 2013 and 2012, respectivelyieflected in general and administrative expensagddition to direct expenses which are
included in total expenses. The Company'’s finarstiaiements may not be indicative of future peromoe and do not necessarily reflect what
the results of operations, financial position aadhcflows would have been had the Company opeesteth independent, publicly-traded
company during the periods presented.
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Rental income from Ensiga- The Company derives almost all of its rental meathrough operating lease agreements with Ensign.
Ensign is a holding company with no direct opeigatissets, employees or revenue. All of Ensign’saifmms are conducted by separate
independent subsidiaries, each of which has its management, employees and assets. See NoBoh@entration of Riskfor a discussion of
major operator concentration.

Christopher R. Christensen, one of the Company&cthrs, serves as the chief executive officerredfigh as well as a member of
Ensign’s board of directors. Prior to June 1, 2@Hrental income and tenant reimbursement revevere derived from intercompany leases
between Ensign and Ensign Properties. From Jup@1Y through December 31, 2014, the Company rezedr#i32.7 million in rental income
from Ensign related to the Ensign Master Leases$@mi million of tenant reimbursements. For thequedanuary 1, 2014 through May 31,
2014, the Company recognized $18.6 million in reimzome and $2.1 million in tenant reimbursemdram the intercompany leases between
Ensign Properties and Ensign. For the years endedmber 31, 2013 and 2012, all of the Companytlémcome and tenant reimbursement:
were from the intercompany leases between Ensigpefties and Ensign. As of December 31, 2014, ttragany also had accounts receiv:
totaling $2.3 million due from Ensign for tenanimbursements.

Centralized cash management systen®rior to the Spin-Off, the Company participatedEnsigns centralized cash management sys
In conjunction therewith, the intercompany trangat between the Company and Ensign had been @vaditb be effectively settled in cash
in these financial statements. The net effect efsthitiement of these intercompany transactioragdition to cash transfers to and from En:
are reflected in “Net contribution from Ensign” tre consolidated and combined statements of casls #nd “Invested capital” on the
consolidated and combined balance sheets. Thectetibution from (distribution to) Ensign” was @4million, $(22.5) million and $5.6
million for the years ended December 31, 2014, 2082012, respectively.

7. DEBT

The Company had debt outstanding of $358.2 millisrof December 31, 2014. Debt, net of discoundf &ecember 31, 2013 of $259.3
million represents the balance from Ensign thdlinsctly attributable to the Company. In additiorthe attribution of debt, Ensign has also
attributed the corresponding interest rate swapeagent on the Senior Credit Facility to the Company

Senior Unsecured Notes Payable

On May 30, 2014, the Company’s wholly owned sulasidiCTR Partnership, L.P. (the “Operating Partmi@’3, and its wholly owned
subsidiary, CareTrust Capital Corp. (“Capital Cognd, together with the Operating Partnership,‘teguers”),completed a private offering
$260.0 million aggregate principal amount of 5.875&#ior Notes due 2021 (the “Notes”). The Notessvwssued at par, resulting in gross
proceeds of $260.0 million and net proceeds of@pprately $253.0 million after deducting underwrg@ifees and other offering expenses. We
transferred approximately $220.8 million of the pedceeds of the offering of the Notes to Ensigm ased the remaining portion of the net
proceeds of the offering to pay the cash portiothefSpecial Dividend. The Notes mature on Juri#®21 and bear interest at a rate of
5.875% per year. Interest on the Notes is payabléuoe 1 and December 1 of each year, beginnii@ecember 1, 2014.

The Issuers may redeem the Notes any time pridune 1, 2017 at a redemption price of 100% of tirejpal amount of the Notes
redeemed plus accrued and unpaid interest on ttesNbany, to, but not including, the redemptitaie, plus a “make whole” premium
described in the indenture governing the Notes anhdny time on or after June 1, 2017, at the rediem prices set forth in the indenture. In
addition, at any time on or prior to June 1, 204¥to 35% of the aggregate principal amount ofNb&es may be redeemed with the net
proceeds of certain equity offerings if at leas¥®6af the originally issued aggregate principal antaf the Notes remains outstanding. If
certain changes of control of the Company occudédrs of the Notes will have the right to requine tssuers to repurchase their Notes at 1
of the principal amount plus accrued and unpaieradt, if any, to, but not including, the repurehédate.
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The obligations under the Notes are fully and udéinally guaranteed, jointly and severally, onuarsecured basis, by the Company
and certain of the Company’s wholly owned existmgl, subject to certain exceptions, future matsrtibisidiaries (other than the Issuers);
provided, however, that such guarantees are suljecttomatic release under certain customary wmistances, including if the subsidiary
guarantor is sold or sells all or substantiallyodilits assets, the subsidiary guarantor is deséghfainrestrictedfor covenant purposes under
indenture, the subsidiary guarantoguarantee of other indebtedness which resultétkigreation of the guarantee of the Notes isiteted ol
released, or the requirements for legal defeasancevenant defeasance or to discharge the indehawe been satisfied. See Note 13,
Summarized Condensed Consolidating and Combiniiognivation.

The indenture contains covenants limiting the gbdf the Company and its restricted subsidiaresncur or guarantee additional
indebtedness; incur or guarantee secured indetgsgpay dividends or distributions on, or redeemepurchase, capital stock; make certain
investments or other restricted payments; selltgssater into transactions with affiliates; meogeconsolidate or sell all or substantially all of
their assets; and create restrictions on the wlofithe Issuers and their restricted subsidiaogsay dividends or other amounts to the Issuers.
The indenture also requires the Company and itsatesd subsidiaries to maintain a specified rafianencumbered assets to unsecured
indebtedness. These covenants are subject to aemwhimportant and significant limitations, qualitions and exceptions. The indenture als
contains customary events of default.

The Issuers subsequently exchanged the Noteslistastially identical notes registered under theufiges Act of 1933, as amended.

As of December 31, 2014, the Company was in compdéavith all applicable financial covenants under indenture.

Senior Secured Revolving Credit Facility

On May 30, 2014, the Operating Partnership enterteda credit and guaranty agreement (the “Creditet&ment”), which governs our
senior secured revolving credit facility (the “Citgfgacility”), with several banks and other finaaldinstitutions and lenders (the “Lenders”) anc
Suntrust Bank, in its capacity as administrativerdador the Lenders, as an issuing bank and swiadéinder. The Credit Agreement provides
for a borrowing capacity of $150.0 million and indes an accordion feature that allows the Oper&argnership to increase the borrowing
availability by up to an additional $75.0 milliosiibject to terms and conditions. The Credit Facisitsecured by mortgages on certain of the
real properties owned by the Company’s subsidiauesthe amount available to be borrowed unde€Ctleit Agreement is based on a
borrowing base calculation relating to the mortghgmperties, determined according to, among dHetors, the mortgageability cash flow as
such term is defined in the Credit Agreement. Thed@ Facility is also secured by certain persgmaperty of the Company’s subsidiaries tha
have provided mortgages, the Company’s interestserOperating Partnership and the Company’s anslibsidiaries’ equity interests in the
Company’s subsidiaries that have guaranteed theafipg Partnership’s obligations under the Credjteement. The Credit Agreement has a
maturity date of May 30, 2018, and includes a opar extension option. As of December 31, 2014 gthvare no amounts outstanding under
the Credit Agreement.

Borrowings under the Credit Agreement bear intesaghe outstanding principal amount at a rate ktguide applicable percentage plus,
at the Operating Partnership’s option, either (8QR or (b) a base rate determined as the gre&{@rtbe prime lending rate, (ii) the Federal
Funds Rate plus 0.5%, and (iii) one-month LIBORsplu0% (referred to as the “Base Rate”). The applepercentage for borrowings varies
based on the Consolidated Leverage Ratio, as dkifingne Credit Agreement, and ranges from 2.0%%656 per annum for LIBOR based
borrowings and from 1.0% to 1.5% per annum for twings at the Base Rate. In addition, the Opera@iagnership is required to pay a
commitment fee to the lenders equal to betweern?9.88d 0.50% per annum based on the amount of urtgseslvings under the Credit
Agreement. During the year ended December 31, 26&4Company incurred $0.4 million of commitmerade
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The obligations of the Operating Partnership uitderCredit Agreement are guaranteed by the Comaadycertain subsidiaries of the
Company.

The Credit Agreement contains customary covendatsinclude restrictions or limitations on the @bito make acquisitions and other
investments, make distributions, incur additiomalebtedness, engage in non-healthcare relateddsgsactivities, enter into transactions with
affiliates and sell or otherwise transfer certapeds as well as customary events of default. TeditCAgreement also requires the Company,
through the Operating Partnership, to comply witecified financial covenants, which include a maximdebt to asset value ratio, a maxin
secured debt to asset value ratio, a maximum sgéceoeurse debt to asset value ratio, a minimuedfcharge coverage ratio and a minimum
tangible net worth requirement. As of December2Bil4, the Company was in compliance with all agiie financial covenants under the
Credit Agreement.

GECC Loan

Ten of our properties are subject to secured mgetgadebtedness to General Electric Capital Cotjmordthe “GECC Loan”), which we
assumed in connection with the Spin-Off. The ouiditag amount of this mortgage indebtedness wasoappately $97.6 million as of
December 31, 2014, including an advance of appratdin $50.7 million that was made on May 30, 200Hs advance bears interest at a
floating rate equal to three month LIBOR plus 3.3%&6et monthly and subject to a LIBOR floor of @& with monthly principal and interest
payments based on a 25 year amortization. The rémgaindebtedness under the GECC Loan bears int@resblended rate of 7.25% per
annum until, but not including, June 29, 2016, Hreh converts to the floating rate described abdlie. GECC Loan matures on May 30, 2(
subject to two 12-month extension options, the @serof which is conditioned, in each case, orathgence of any thesxisting default and tt
payment of an extension fee equal to 0.25% oftitka-butstanding principal balance. Provided therithen-existing default and upon 30
days written notice, the original portion of the GE Loan, approximately $47.5 million as of DecemBgr2014, is prepayable without
penalty, in whole but not in part, after January A116. The new portion of the GECC Loan, approx@iya$50.1 million as of December 31,
2014, is prepayable without penalty, in whole bottin part, after January 31, 2016.

The GECC Loan is guaranteed by the Company, cantaistomary affirmative and negative covenantsyedsas customary events of
default, and requires us to comply with specifi@@mcial maintenance covenants. As of Decembe?@14, the Company was in compliance
with all applicable covenants under the GECC Loan.

Promissory Notes with Johnson Land Enterprises, Inc

On October 1, 2009, Ensign entered into four seépamamissory notes with Johnson Land Enterprise§, for an aggregate of $10.0
million. On May 30, 2014, in connection with theii$ff, three of the promissory notes were paifuihand the remaining promissory note
was assumed by the Company. The remaining pronyissxe bears interest at 6.0%, with principal ardrest payable monthly through
September 30, 2019. The promissory note is collited by a deed of trust on real property, angassent of rent and a security agreemen
December 31, 2014, the outstanding principal ba&amcthe promissory note was $0.6 million and éuded in mortgage notes payable on the
consolidated and combined balance sheets.

Senior Credit Facility

On July 15, 2011, Ensign entered into the Senied€Facility in an aggregate principal amount pfta $150.0 million comprised of a
$75.0 million revolving credit facility and a $75xillion term loan advanced in one drawing on JiBy 2011. Borrowings under the term loan
portion of the Senior Credit Facility amortizedaqual quarterly installments commencing on Septer®®e2011, in an aggregate annual
amount equal to 5.0% per annum of the originalgdp@al amount. Amounts borrowed pursuant to the @ddredit Facility were guaranteed by
certain of Ensign’s wholly-owned subsidiaries aadwsed by substantially all of their personal
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property. To reduce the risk related to interets flactuations, Ensign, on behalf of the subsid®@rentered into an interest rate swap
agreement to effectively fix the interest rate loa term loan portion of the Senior Credit FacilBge further details of the interest rate swap a
Note 5,Fair Value Measurements

On May 30, 2014, the Senior Credit Facility wasrigiated and the outstanding obligations with respethe Senior Credit Facility were
paid in full in connection with the Spin-Off.

Promissory Note with RBS Asset Finance, Inc.

On February 17, 2012, two of Ensign’s real estaldihg subsidiaries executed a promissory not@awoif of RBS Asset Finance, Inc.
(“RBS”) for an aggregate of $21.5 million (the “2DRBS Loan”). The 2012 RBS Loan was secured byrar@ercial Deed of Trust, Security
Agreement, Assignment of Leases and Rents andrEifilings on the properties owned by the borroveerd other related instruments and
agreements, including without limitation a promigsnote and an Ensign guaranty. The 2012 RBS Leanahfixed interest rate of 4.75%.

On May 30, 2014, the 2012 RBS Loan was paid inifulonnection with the Spin-Off.

Promissory Note with RBS Asset Finance, Inc.

On December 31, 2010, four of Ensign’s real edtatding subsidiaries executed a promissory noth RBS for an aggregate of $35.0
million (the “RBS Loan”). The RBS Loan was secutsdCommercial Deeds of Trust, Security Agreemetssignment of Leases and Rents
and Fixture Fillings on the four properties andentrelated instruments and agreements, includitigowt limitation a promissory note and an
Ensign guaranty. The RBS Loan had a fixed intawst of 6.04%.

On May 30, 2014, the RBS Loan was paid in fullémeection with the Spin-Off.

Mortgage Loan with Continental Wingate Associatesinc.

Ensign entered into a mortgage loan on Januar2@M, with Continental Wingate Associates, Inc. Mwtgage loan was insured with
the U.S. Department of Housing and Urban Developr{ietUD"), which subjected the facility to HUD oversight aretipdic inspections. Th
mortgage loan was secured by the real property deimg the Southland Care Center facility and #ets, issues and profits thereof, as well a
all personal property used in the operation offétodity.

On May 30, 2014, the mortgage loan was paid inifulonnection with the Spin-Off.

In connection with the debt retirements, the Conypaourred losses of $5.7 million consisting of B4illion in repayment penalty and
write-off of unamortized debt discount and deferfiedncing costs and $1.6 million of recognizedsldsie to the discontinuance of cash flow
hedge accounting for the related interest rate sagapement. The charges and loss were recognizbd second quarter of 2014.

Interest Expense

During the three years ended December 31, 20148 a0d 2012, the Company incurred $21.6 million,.6XRillion and $12.2 million of
interest expense, respectively. Included in intezgpense for the three years ended December 34, 2013 and 2012, was $1.6 million, $0.7
million and $0.7 million of amortization of defedrdinancing costs, respectively. Also includedriterest expense for the three years ended
December 31, 2014, 2013 and 2012, was $0.1 mil§6rL, million and $0.1 million, of amortization débt discount, respectively. The
Company also incurred $1.6 million of loss on satibnt of interest rate swap and it is includedhtarest expense for the year ended
December 31, 2014. As of December 31, 2014 and,2B&3Company’s interest payable was $1.7 milliod $0.6 million, respectively.
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Schedule of Debt Maturities

As of December 31, 2014, our debt maturities weadlgrs in thousands):

Year Amount
2015 $ 2,72¢
2016 2,87¢
2017 92,37:
2018 12z
2019 10¢€
Thereaftel 260,00(
$358,20!

8. EQUITY
Common Stock

Special Dividend— In connection with the Company’s intention to lifyeas a real estate investment trust in 2014Qatober 17, 2014,
the Companys Board of Directors declared the Special Divideh#132.0 million, or approximately $5.88 per commrshare, which represe:
the amount of accumulated E&P allocated to the Gom@as a result of the Spin-Off. The Special Dinitlevas paid on December 10, 2014, tc
stockholders of record as of October 31, 2014,dorabination of both cash and stock. The cashqgottitaled $33.0 million and the stock
portion totaled $99.0 million. The Company issug2i78,249 shares of common stock in connection thighstock portion of the Special
Dividend.

Dividends on Common Stoek During the fourth quarter, our Board of Directoexthred a quarterly cash dividend of $0.125 peresbt
common stock, payable on January 15, 2015 to stdd&ls of record as of December 31, 2014.

9. STOCK-BASED COMPENSATION

All stock-based awards are subject to the ternteefCareTrust REIT, Inc. and CTR Partnership, InBentive Award Plan (the “Plan”).
The Plan provides for the granting of stock-basmdmensation, including stock options, restricteatlst performance awards, restricted stock
units and other incentive awards to officers, eryeés and directors in connection with their emplegtrwith or services provided to the
Company.

Restricted Stock Awards- In connection with the Spin-Off, employees of lgnsvho had unvested shares of restricted stock gien
one share of CareTrust unvested restricted stdaakrig 207,580 shares at the Spin-Off. These @sttishares are subject to a time vesting
provision only and the Company does not recognigestock compensation expense associated with #veseds. From the Spin-Off until
December 31, 2014, 48,550 restricted stock awazdted. At December 31, 2014, there were 159,030sied restricted stock awards
outstanding. In December 2014, the Compensationniitiee of the Company’s Board of Directors grart@g?70 shares of restricted stock to
members of the Board of Directors. Each share Had anarket value on the date of grant of $12.28B8ghare, based on the market price of the
Companys common stock on that date, and the shares wabtyaver three years beginning on May 31, 201ddiflonally, the Compensatic
Committee granted 142,770 shares of restricteck stoofficers and employees. Each share had arfaiket value on the date of grant of
$12.23 per share, based on the market price cCéimepany’s common stock on that date, and the shastsatably over five years beginning
on May 31, 2015. The Company recognized $154,0@@oifpensation expense associated with these doaritee year ended December 31,
2014. The Company had no unvested restricted staekds as of December 31, 2013. During the yeageBecember 31, 2014, 155,040
restricted stock awards with a weighted-averagatgtate fair value of $12.23 per share were grattéde Company’s Board of Directors and
employees, as described above, and no restriciel atvards vested or were forfeited, resulting56,040 unvested restricted stock awards a:
of December 31, 2014. As of December 31, 2014ethers $1.8 million of unamortized stock-based campton expense related to these
unvested awards and the weighted-average remarastiqng period of such awards was 2.3 years.
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10. EARNINGS PER COMMON SHARE

The following table presents the calculation ofibasid diluted EPS for the Company’s common stackte three years ended
December 31, 2014, 2013 and 2012, and reconcies¢lighted-average common shares outstanding ngbd talculation of basic EPS to the
weighted-average common shares outstanding ugéd italculation of diluted EPS for the three yearded December 31, 2014, 2013 and
2012 (amounts in thousands, except per share asjount

For the Year Ended
December 31

2014 2013 2012

Net (loss) incom: $(8,149) $ (395 $ 11C
(Loss) earnings per common share

Basic $ (0.36) $ (0.02) $ 0.0C

Diluted $ (0.36) $ (0.02 $ 0.0C
Determination of share
Weighte-average common shares outstanding, t 22,78¢ 22,22¢ 22,22¢
Assumed conversion of restricted stock aw: — — 20¢€
Weighte-average common shares outstanding, dil 22,78¢ 22,22¢ 22,43¢

During the years ended December 31, 2014 and 2@fB8pximately 190,000 and 208,000 shares of réstristock were not included in
the weighted-average shares of common stock odiisgibecause they were anti-dilutive.

11. COMMITMENTS AND CONTINGENCIES

U.S. Government Settlementin October 2013, Ensign completed and executsgttement agreement (the “Settlement Agreement”)
with the U.S. Department of Justice (“D0OJ"). Thigtement agreement fully and finally resolves alD@vestigation of Ensign related
primarily to claims submitted to the Medicare prangrfor rehabilitation services provided at skilfadsing facilities in California and any
ancillary claims which have been pending since 28#suant to the settlement agreement, Ensign madwgle lump-sum remittance to the
government in the amount of $48.0 million in OctoB@13. Ensign has denied engaging in any illegatlact, and has agreed to the settlemel
amount without any admission of wrongdoing in ortteresolve the allegations and to avoid the uag®st and expense of protracted litigat

In connection with the settlement and effective@®®ctober 1, 2013, Ensign entered into a five-yeaporate integrity agreement with
the Office of Inspector General-HHS (the “CIA”). §I€1A acknowledges the existence of Ensign’s ciitempliance program, and requires
that Ensign continue during the term of the ClArtaintain a compliance program designed to promoeptiance with the statutes,
regulations, and written directives of Medicare,ditaid, and all other Federal health care progrdimsign is also required to maintain severa
elements of its existing program during the ternthef CIA, including maintaining a compliance offica compliance committee of the boar«
directors, and a code of conduct. The CIA requines Ensign conduct certain additional compliangleted activities during the term of the
CIA, including various training and monitoring peatures, and maintaining a disciplinary proces&déonpliance obligations.

Participation in federal healthcare programs byigims not affected by the Settlement AgreemertherCIA. In the event of an uncured
material breach of the CIA, Ensign could be exctlifiem participation in federal healthcare progrand/or subject to prosecution. The
Company is subject to certain continuing operafiohéigations as part of Ensign’s compliance prograursuant to the CIA, but otherwise has
no liability related to the DOJ investigation.

Legal Matters— None of the Company or any of its subsidiaries mrty to, and none of their respective propedi® the subject of,
any material legal proceedings.
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12. CONCENTRATION OF RISK

Major operator concentratior— The Company has one major tenant, Ensign, fromwihe Company has derived substantially all ®f it
overall revenue during the years ended Decembe2(®H, 2013 and 2012. As of December 31, 2014 garieased 94 skilled nursing and
assisted living facilities from the Company whicidha total of 10,121 licensed beds and are lodatAdzona, California, Colorado, Idaho,
lowa, Nebraska, Nevada, Texas, Utah and Washingtomfour states in which Ensign leases the higb@mstentration of properties are
California, Texas, Utah and Arizona.

Ensign’s financial statements can be found at Ensigebsite http://www.ensigngroup.net.

13. SUMMARIZED CONDENSED CONSOLIDATING AND COMBINING IN FORMATION

The 5.875% Senior Notes due 2021 issued by thedssin May 30, 2014 are jointly and severally yfalhd unconditionally, guaranteed
by CareTrust REIT, Inc., as the parent guaranta (Parent Guarantor”), and certain 100% ownedidifdfes of the Parent Guarantor other
than the Issuers (collectively, the “Subsidiary @unors” and, together with the Parent Guarankar,'Guarantors”), subject to automatic
release under certain customary circumstancesidimg if the Subsidiary Guarantor is sold or sallor substantially all of its assets, the
Subsidiary Guarantor is designated “unrestricted’cbvenant purposes under the indenture govethmglotes, the Subsidiary Guarantor’s
guarantee of other indebtedness which resulteokircteation of the guarantee of the Notes is teatathor released, or the requirements for
legal defeasance or covenant defeasance or tcadggethe Indenture have been satisfied.

The following provides information regarding theignstructure of the Parent Guarantor, the Issaedsthe Subsidiary Guarantors:

CareTrust REIT, Inc— The Parent Guarantor was formed on October 2B3 2Danticipation of the Spin-Off and the relatexhsactions
and was a wholly owned subsidiary of Ensign priothie effective date of the Spin-Off on June 1,£20he Parent Guarantor did not conduct
any operations or have any business prior to tke afassuance of the Notes and the consummatitimeoBpin-Off related transactions.

CTR Partnership, L.P. and CareTrust Capital CerpThe Issuers, each of which is a 100% ownedidiarg of the Parent Guarantor,
were formed on May 8, 2014 and May 9, 2014, re$palgt in anticipation of the Spin-Off and the ridd transactions. The Issuers did not
conduct any operations or have any business mrithret date of issuance of the Notes and the consttiomof the Spin-Off related
transactions.

Subsidiary Guarantors- Each of the Subsidiary Guarantors is a 100% oveuddidiary of the Parent Guarantor. Prior to the
consummation of the Spin-Off, each of the Subsyd@mnarantors was a wholly owned subsidiary of Emsithe Ensign Properties entities
consist of the Subsidiary Guarantors (other therggneral partner of the Operating Partnership vias formed on May 8, 2014 in
anticipation of the Spin-Off and the related traiges) and the subsidiaries of the Parent Guardh&b are not Subsidiary Guarantors or
Issuers (collectively, the “Non-Guarantor Subsigisi).

Pursuant to Rule 3-10 of Regulation S-X, the follogvsummarized condensed consolidating informasgrovided for the Parent
Guarantor, the Issuers, the Subsidiary Guarantaigtee Non-Guarantor Subsidiaries with respedi¢oNotes. This summarized financial
information has been prepared from the financitieshents of the Company and Ensign Propertiestenibddoks and records maintained by th
Company and Ensign Properties. As described althee?arent Guarantor and the Issuers did not coraycoperations or have any business
during the periods prior to June 1, 2014.

The summarized condensed financial information matynecessarily be indicative of the results ofrapens or financial position had 1
Parent Guarantor, the Issuers, the Subsidiary @Gtasaor the Non-Guarantor Subsidiaries all beesxiatence or operated as independent
entities during the relevant period or had the gm$troperties entities been operated as subsiliafithe Parent Guarantor during such period
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CONDENSED CONSOLIDATING BALANCE SHEETS

DECEMBER 31, 2014
(in thousands, except share and per share amounts)

Combined
Combined Non-
Parent Subsidiary Guarantor
Guarantor Issuers Guarantors Subsidiaries Elimination Consolidatec
Assets:
Real estate investments, | $ — $ 26,10¢ $366,19¢ $ 4391. $ — $ 436,21
Other real estate investmel — — 7,53: — — 7,53
Cash and cash equivalel — 25,32( — — — 25,32(
Accounts receivabl — — 2,17( 121 — 2,291
Prepaid expenses and other as — 80¢ 1 — — 80¢
Deferred financing costs, n — 9,80¢ — 597 — 10,40¢
Investment in subsidiarie 117,40t 335,02( — — (452,429 —
Intercompany — — 15,26 1,32:¢ (16,585 —
Total asset $ 117,40t $397,06( $391,16: $ 45,95! $(469,01) $ 482,57
Liabilities and Equity :
Senior unsecured notes paya $ — $260,000 $ — $ — $ — $ 260,00(
Mortgage notes payab — — 557 97,64¢ — 98,20¢
Accounts payable and accrued liabilit 3,94¢ 3,061 3,30¢ 584 — 10,90¢
Intercompany — 16,58¢ — — (16,585 —
Total liabilities 3,94¢ 279,65: 3,86¢ 98,23 (16,58%) 369,11(
Equity:
Common stock, $0.01 par value; 500,000,000 shares
authorized, 31,251,157 shares issued and
outstanding as of December 31, 2( 313 — — — — 31:
Additional paic-in capital 246,04: 125,55; 374,66( (52,899  (447,31) 246,04:
Cumulative distributions in excess of earni (132,89) (8,149 12,63¢ 62C (5,116 (132,89)
Total equity 113,46:. 117,40¢ 387,29¢ (52,279  (452,42) 113,46:.
Total liabilities and equit' $117,40¢ $397,06( $391,16:¢ $ 45,95 $(469,01) $ 482,57:
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CONDENSED COMBINING BALANCE SHEETS
DECEMBER 31, 2013
(in thousands, except share and per share amounts)

Combined
Combined Non-
Subsidiary Guarantor
Guarantors Subsidiaries Combined
Assets:
Real estate investments, | $379,75¢ $ 45,24¢ $425,00:
Cash and cash equivalel 89t — 89t
Accounts receivabl 2C — 20
Prepaid expenses and other as 367 521 88¢
Deferred tax asse 70t 154 85¢
Deferred financing costs, n 2,511 29C 2,801
Total asset $384,25: $ 46,21« $430,46¢
Liabilities and Invested Equity:
Senior secured revolving credit facil $ 78,70 $ — $ 78,70
Mortgage notes payab 66,117 48,86¢ 114,98:
Senior secured term loi 65,62 — 65,62¢
Interest rate swa 1,82¢ — 1,82¢
Accounts payable and accrued liabilit 5,31¢ 467 5,78:
Deferred tax liabilitie: 70& 154 85¢
Total liabilities 218,29: 49,48¢ 267,77
Invested Equity
Invested equity 167,78¢ (3,272) 164,51°
Accumulated other comprehensive |i (1,82%) — (1,82¢)
Total invested equit 165,96: (3,272) 162,68¢
Total liabilities and invested equi $384,25: $ 46,21 $430,46¢
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Revenues:
Rental income
Tenant reimburseme
Independent living facilitie
Interest and other incon

Total revenue

Expenses:
Depreciation and amortizatic
Interest expens
Loss on extinguishment of de
Property taxe
Acquisition costs
Independent living facilitie
General and administratiy
Total expense

(Loss) income in subsidia

Net (loss) income

Other comprehensive incorr
Unrealized gain on interest rate sv
Reclassification adjustment on interest

swap

CONDENSED CONSOLIDATING AND COMBINING STATEMENTS OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2014
Combined
Combined Non- Consolidated anc
Parent Subsidiary Guarantor
Guarantor Issuers Guarantors Subsidiaries Elimination Combined
$ — $ 13¢ $ 42,337 $ 8,891 $ — $ 51,36%
— 11 4,46( 48t — 4,95¢
— — 2,51¢ — — 2,51¢
— 23 32 — — 55
— 17: 49,34¢ 9,37¢ — 58,89
— 34 19,571 3,38¢ — 23,00(
— 10,42¢ 6,31¢ 4,88 — 21,62
— — 4,067 — — 4,067
— 11 4,46( 48t — 4,95¢
- — 47 — — 47
— — 2,247 — — 2,247
— 11,10t — — — 11,10t
— 21,57¢ 36,70¢ 8,75¢ — 67,04(
(8,149 13,25¢ — (5,116 —
(8,149 (8,149 12,63¢ 62C (5,116 (8,149
— — 167 — — 167
— — 1,661 — — 1,661
$ (8,149  $(8,14)  $ 14,46] $  62C $ (5110 $ (6,315)

Comprehensive (loss) incor

F-29




CONDENSED COMBINING STATEMENTS OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2013

Revenues:
Rental income
Tenant reimburseme
Independent living facilitie
Total revenue

Expenses:
Depreciation and amortizatic
Interest expens
Property taxe
Acquisition cost:
Independent living facilitie
General and administrati\
Total expense

Income (loss) before provision for income ta
Provision for income taxe
Net income (loss
Other comprehensive incorr

Unrealized gain on interest rate sv
Comprehensive income (los
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Combined
Subsidiary
Guarantors

$ 35,73
4,60z
2,38¢

42,71¢

20,03
8,89¢
4,60z

25¢
2,007
5,44:

41,238

1,48:
10¢
1,37¢

1,03¢
$ 241

Combined
Non-
Guarantor
Subsidiaries

$ 5,517
56€

6,07¢

3,38i
3,74¢
56€

131

7,83¢
(1,755)
14
(1,769)

$ (1,769

Combined




CONDENSED COMBINING STATEMENTS OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2012

Revenues:
Rental income
Tenant reimburseme
Independent living facilitie
Total revenue

Expenses:
Depreciation and amortizatic
Interest expens
Property taxe
Acquisition cost:
Independent living facilitie
General and administrati\
Total expense

Income (loss) before provision for income ta
Provision for income taxe
Net income (loss
Other comprehensive los

Unrealized gain on interest rate sv
Comprehensive income (los

Combined

Combined Non-

Subsidiary Guarantor
Guarantors Subsidiaries Combined
$ 29,80( $ 5,24¢ $ 35,04¢
3,901 56¢ 4,47(
2,54k — 2,54F
36,24¢ 5,81 42,06:
17,84« 3,25¢ 21,10:
8,36: 3,84t 12,201
3,901 56¢ 4,47(
18¢ — 18¢
2,05¢ 18 2,07¢
1,78¢ — 1,78¢
34,14( 7,691 41,83
2,10¢ (1,879 232
11C 12 122
1,99¢ (1,886 11C
(725) — (723)
$ 1,27¢ $ (1,886 $ (619
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CONDENSED CONSOLIDATING AND COMBINING STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2014

Combined Consolidatec
Combined Non-
Parent Subsidiary Guarantor and
Guarantor Issuers Guarantors Subsidiaries Elimination Combined
Cash flows from operating activities:
Net cash (used in) provided by operating
activities $ — $ (21,189 $ 3895 $ 4,13¢ $ — $  21,90¢
Cash flows from investing activities:
Acquisition of real estat — (25,749 — — — (25,749
Improvements to real este — — (579 — — (579
Purchases of equipment, furniture and fixtt — (95) (14,819 (4,367) — (19,27Y
Preferred equity investme — — (7,500 — — (7,500
Escrow deposit for acquisition of real est — (500 — — — (500
Distribution from subsidiar 33,00: — — — (33,009 —
Intercompany financin — (141,23) — — 141,23: —
Net cash provided by (used in) investing
activities 33,00: (167,569 (22,899 (4,36)) 108,23( (53,59¢)
Cash flows from financing activities:
Proceeds from the issuance of senior unsecur
notes payabl — 260,00( — — — 260,00(
Proceeds from the senior secured revolving credit
facility — — 10,00( — — 10,00(
Proceeds from the issuance of mortgage note
payable — — — 50,67¢ — 50,67¢
Payments on the senior secured revolving credit
facility — (88,707 — — (88,70))
Payments on the mortgage notes pay — — (66,90%) (1,250 — (68,15%)
Payments on the senior secured term — — (65,624 — — (65,624
Payments of deferred financing ca (12,926 — (510) — (13,43¢)
Net contribution from Ensig — — 52,38¢ (48,029 — 4,35¢
Dividends paid on common sto (33,009 — — — — (33,00
Distribution to Paren — (33,009 — — 33,00: —
Intercompany financin — — 141,89: (662) (141,23) —
Net cash (used in) provided by financing
activities (33,00 214,07: (16,957) 22t (108,23() 56,11¢
Net increase (decrease) in cash and cash equis — 25,32( (89%) — — 24,42t
Cash and cash equivalents beginning of pe — — 89t — — 89t
Cash and cash equivalents end of pe $ — $ 2532( $ — $ — $ — $ 25,32
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CONDENSED COMBINING STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2013

Cash flows from operating activities:
Net cash provided by operating activit
Cash flows from investing activities:
Acquisition of real estat
Purchases of equipment, furniture and fixtt
Cash proceeds from the sale of equipment, furnaacefixtures
Net cash used in investing activiti
Cash flows from financing activities:
Proceeds from the senior secured revolving creditify
Payments on the mortgage notes pay
Payments on the senior secured term
Payments of deferred financing ca
Net (distribution to) contribution from Ensi¢
Net cash provided by financing activiti

Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Combined
Combined Non-

Subsidiary Guarantor
Guarantors Subsidiaries Combined
$ 24,79 $ 1,83¢ $ 26,63:
(35,65¢6) — (35,65¢6)
(15,729 (4,209 (19,93))
854 — 854
(50,53() (4,209 (54,739
58,70( — 58,70(
(2,249 (1,20€) (3,457
(3,750) — (3,750
(730) — (730)
(26,079 3,57: (22,507)
25,891 2,36¢ 28,26.
16C — 16C
73E — 73E
$ 89t $ = $ 89t
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CONDENSED COMBINING STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2012

Combined
Combined Non-
Subsidiary Guarantor
Guarantors Subsidiaries Combined
Cash flows from operating activities:
Net cash provided by operating activit $ 19,79¢ $ 4,34 $ 24,13¢
Cash flows from investing activities:
Acquisition of real estat (29,997 — (29,997
Purchases of equipment, furniture and fixtt (17,959 (1,809 (19,759
Cash proceeds from the sale of equipment, furnaacefixtures 224 25 24¢
Net cash used in investing activiti (47,729 (1,777 (49,505
Cash flows from financing activities:
Proceeds from the senior secured revolving creditify 15,00( — 15,00(
Proceeds from mortgage no 21,52t — 21,52t
Payments on credit facilit (20,000 — (20,000
Payments on the mortgage notes pay (1,969 (1,119 (3,075
Payments on the senior secured term (3,750 — (3,750
Payments of deferred financing ca (244 — (244
Net contribution from Ensig 7,00: (1,459 5,557
Net cash provided by (used in) financing activi 27,57: (2,569 25,00¢
Net decrease in cash and cash equiva (361) — (361)
Cash and cash equivalents, beginning of pe 1,09¢ — 1,09¢
Cash and cash equivalents, end of pe $ 73t $ = $ 73t
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14. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

The following table presents our quarterly finahdata. This information has been prepared on & lcassistent with that of our audited
consolidated and combined financial statements.qDarterly results of operations for the periodsspnted are not necessarily indicative of
future results of operations. Our quarterly finahdata, for periods prior to the Spin-Off, hasrbpespared on a “carve-out” basis from
Ensign’s combined financial statements using tiséohical results of operations, cash flows, asaetsliabilities attributable to the Company.
This unaudited quarterly data should be read tegetfith the accompanying consolidated and combfimashcial statements and related notes
thereto (in thousands, except per share amounts):

For the Year Ended December 31, 201

First Second Third Fourth

Quarter Quarter Quarter Quarter
Operating data:
Total revenue $12,87: $14,06¢ $15,88: $16,07"
(Loss) income before provision for income ta (362) (10,329 1,967 63C
Provision for income taxe 36 17 — —
Net (loss) incomi (39¢) (10,347 1,96 63C
(Loss) earnings per share, bg (0.02 (0.4%) 0.0¢ 0.0
(Loss) earnings per share, dilu (0.02) (0.47) 0.0¢ 0.0z
Other data:
Weightec-average number of common shares outstanding, 22,22¢ 22,23 22,25¢ 24,41¢
Weightec-average number of common shares outstanding, di 22,22¢ 22,23: 22,43¢ 24,58t

For the Year Ended December 31, 201
First Second Third Fourth

Quarter Quarter Quarter Quarter
Operating data:
Total revenue $11,33¢  $12,05. $12,55¢  $12,85(
Income (loss) before provision for income ta 59C 56( (210 (1,217)
Provision (benefit) for income tax 22 62 63 (29
Net income (loss 56¢ 49¢ (279) (1,18¢)
Earnings (loss) per share, ba 0.0z 0.0z (0.07 (0.0%)
Earnings (loss) per share, dilut 0.0z 0.0z (0.07 (0.0%)
Other data:
Weightec-average number of common shares outstanding, 22,22¢ 22,22¢ 22,22¢ 22,22¢
Weightec-average number of common shares outstanding, di 22,43¢ 22,43¢ 22,22¢ 22,22¢

15. SUBSEQUENT EVENTS

In January 2015, the Company acquired Bethany Rigatibn Center, a 170-bed skilled nursing fagilibcated in Lakewood, Colorado,
for $18.0 million and intends to account for thigeéstment as an asset acquisition.

The Company evaluates subsequent events in acoardath ASC 855Subsequent Event§he Company evaluates subsequent events
up until the consolidated and combined financiatleshents are issued.
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SCHEDULE IlI
REAL ESTATE ASSETS AND ACCUMULATED DEPRECIATION
December 31, 2014
(dollars in thousands)

Gross Carrying Value

Initial Cost to Company

Costs

Capitalized Construction/
Building Accumulated Acquisition
Encum- Building and Since Improve- Renovation
Description Facility Location brances Land Improvements  Acquisition Land ments Total Depreciation Date Date

Skilled Nursing Properties:
Ensign Highland LLC Highland Manol  Phoenix, AZ $562¢ $ 257 $ 97€ $ 92€ $ 257 $ 1,90 $ 2,15¢ $ 74¢ 201z 200(
Meadowbrook Health Associal Sabino Canyol  Tucson, AZ
LLC 6,22¢ 42t 3,71¢ 1,94C 42t 5,65¢ 6,081 1,70t 201% 200¢
Terrace Holdings AZ LL(C Desert Terrac Phoenix, AZ 7,52 112 504 971 11z 1,478 1,58¢ 36€ 200¢ 200z
Rillito Holdings LLC Catalina Tucson, AZ 9,09/ 471 2,041 3,05¢ 471 5,09¢ 5,561 1,38¢ 2013 200
Valley Health Holdings LLC ~ North Mountain  Phoenix, AZ 16,12¢ 62¢ 5,15¢ 1,51¢ 62¢ 6,67¢ 7,302 2,00¢ 200¢ 200¢
Cedar Avenue Holdings LL'  Upland Upland, CA 13,757 2,81: 3,91¢ 1,994 2,81z 591t 8,72¢ 2,221 2011 200¢
Granada Investments LL Camarillo Camarillo, CA 11,60: 3,52¢ 2,821 1,52: 3,52¢ 4,34¢ 7,87t 1,461 201cC 200t
Plaza Health Holdings LL! Park Manoi Walla Walla, WA 6,94¢ 45C 5,56¢ 1,05¢ 45C 6,621 7,071 2,241 200¢ 200€
Mountainview Community CarePark View Garder Santa Rosa, CA
LLC 7,644 931 2,612 652 931 3,26t  4,19¢ 1,331 196: 200¢€
CM Health Holdings LLC Carmel Mountair San Diego, C# —  3,02¢ 3,11¢ 2,071 3,02¢ 519C 8,21¢ 1,53¢ 2012 200¢
Polk Health Holdings LLC Timberwood Livingston, TX — 6C 4,391 1,167 6C 5,55¢ 5,61¢ 1,84 200¢ 200¢
Snohomish Health Holding Emerald Hills Lynnwood, WA
LLC — 741 1,66: 1,99¢ 741 3,661 4,40% 1,53¢ 200¢ 200€
Cherry Health Holdings, Inc  Pacific Care Hoquiam, WA — 171 1,82¢ 2,03¢ 171 3,86¢€ 4,03 1,22¢ 201C 200¢
Golfview Holdings LLC Cambridge SNI  Richmond, TX — 1,10¢ 3,11( 1,067 1,108 4,177 5,28 1,24t 2007 200¢
Tenth East Holdings LL( Arlington Hills Salt Lake City, U 55¢ 332 2,42¢ 2,507 33z 4,93t 5,26¢ 1,33¢ 2013 200€
Trinity Mill Holdings LLC Carrollton Carrollton, TX — 664 2,29¢ 902 664 3,19¢  3,86( 1,28¢ 2007 200¢
Cottonwood Health Holding  Holladay Salt Lake City, U
LLC — 96t 2,07¢ 95¢ 965 3,026  3,99¢ 1,324 200¢ 2007
Verde Villa Holdings LLC Lake Village Lewisville, TX — 60C 1,89( 47C 60C 2,36( 2,96( 774 2011 2007
Mesquite Health Holdings LLt Willow Bend Mesquite, TX — 47C 1,71 8,661 47C 10,37¢ 10,84¢ 3,221 2012 2007
Arrow Tree Health Holding Arbor Glen Glendora, CA
LLC —  2,16¢ 1,10¢ 324 2,168 1,42¢ 3,59 562 196t 2007
Fort Street Health Holdings LL Draper Draper, UT — 44: 2,39¢ 75¢ 44: 3,157  3,59¢ 844 200¢ 2007
Trousdale Health Holdings LL Brookfield Downey, CA — 1,41¢ 1,841 1,861 1,41f 3,70z 5,11i 94¢€ 201z 2007
Ensign Bellflower LLC Rose Villa Bellflower, CA — 937 1,16¢ 357 937 1,52t 2,46: 507 200¢ 2007
RB Heights Health Holdings Osborn Scottsdale, AZ
LLC — 2,007 2,79¢ 1,76z 2,000 4,55¢ 6,56 1,312 200¢ 200¢
San Corrine Health Holding  Salado Cree San Antonio, TX
LLC — 31C 2,09( 71¢ 31C  2,80¢  3,11¢ 84C 200& 200¢
Temple Health Holdings LL¢  Wellington Temple, TX — 52¢ 2,200 1,16 52¢ 3,37C 3,89¢ 917 200¢ 200¢
Anson Health Holdings LL( Northern Oak: Abilene, TX — 36¢ 3,22( 1,72¢ 36¢ 4,94t 531« 1,22¢ 201z 200¢
Willits Health Holdings LLC ~ Northbrook Willits, CA — 49C 1,231 50C 49C 1,731 2,221 411 2011 200¢
Lufkin Health Holdings LLC  Southlanc Lufkin, TX — 467 4,644 782 467 542¢  5,89¢ 69t 198¢ 200¢
Lowell Health Holdings LLC  Littleton Littleton, CO — 217 85€ 1,73¢ 217 2,591  2,80¢ 524 201% 200¢
Jefferson Ralston Holdings LL Arvada Arvada, CC — 28( 1,23( 834 28C 2,06¢ 2,34« 377 201z 200¢
Lafayette Health Holdings LLt Julia Temple Englewood, CC — 1,601 4,22: 6,19t 1,607 10,417 12,02« 1,93¢ 201z 200¢
Hillendahl Health Holdings LL(Golden Acres Dallas, TX — 2,13 11,97% 1,421 2,13: 13,39¢ 15,53 2,27¢ 198¢ 200¢
Price Health Holdings LL( Pinnacle Price, UT — 19z 2,20¢ 84¢ 19 3,05¢ 3,251 458 201z 200¢
Silver Lake Health Holding Provo Provo, UT
LLC — 2,057 8,36z 2,011 2,051 10,37¢ 12,42 1,32¢ 2011 200¢



Initial Cost to Company

Gross Carrying Value

Costs
Capitalized Construction/
Building Accumulated Acquisition
Encum- Building and Since Improve- Renovation
Description Facility Location brances Land Improvements  Acquisition Land ments Total Depreciation Date Date
Jordan Healtl Copper Ridge West Jordan, U
Properties LLC — 2,671 4,244 1,507 2,671 5,751 8,42 65€ 201: 200¢
Regal Road Healt  Sunview Youngstown
Holdings LLC AZ — 767 4,64¢ 72¢ 767 5,371 6,14¢ 82¢ 2012 200¢
Paredes Health Alta Vista Brownsville, TX
Holdings LLC — 37z 1,354 19C BIE 1,54« 1,915 20€ 196¢ 200¢
Expressway Healt Verande Harlingen, TX
Holdings LLC — 9C 67t 43C 90 1,10¢ 1,19¢ 157 2011 200¢
Rio Grande Health Grand Terrace McAllen, TX
Holdings LLC — 642 1,08t 87( 642 1,95¢ 2,597 291 2012 200¢
Fifth East Holdings Paramount Salt Lake City,
LLC uT — 34t 2,46¢ 1,06t 34t 3,52¢ 3,87¢ 582 2011 200¢
Emmett Healthcar  River's Edge Emmet, ID
Holdings LLC — 591 2,38: 6¢ 591 2,45; 3,04: 35C 1972 201¢
Burley Healthcare  Parke View Burley, ID
Holdings LLC — 25(C 4,004 424 25(C 4,42¢ 4,67¢ 70€ 2011 201(
Northshore Healthca Montebello (Silver Springs Houston, TX
Holdings LLC — 48€ 2,34¢ 1,041 48€ 3,39( 3,87¢ 57€ 2012 201¢
Josey Ranc Heritage Garden Carrollton, TX
Healthcare Holdings
LLC — 1,382 2,29: 478 1,38 2,771 4,15: 33z 199¢ 201¢
Everglades Health  Victoria Ventura Ventura, CA
Holdings LLC — 1,84 5,371 68z 1,847 6,05¢ 7,90¢ 894 199( 2011
Irving Health Beatrice Mano Beatrice, NE
Holdings LLC — 60 2,931 24t 60 3,17¢ 3,23¢ 37¢ 2011 2011
Falls City Healtt Careage Estates of Falls C Falls City, NE
Holdings LLC — 17¢ 2,141 82 17¢C 2,22: 2,39¢ 24C 1972 2011
Gillette Park Health Careage of Cherokee Cherokee, IA
Holdings LLC — 16: 1,491 12 163 1,50 1,66¢€ 211 1967 2011
Gazebo Park Heali Careage of Clario Clarion, IA
Holdings LLC — 80 2,541 97 80 2,63¢ 2,71¢ 38t 197¢ 2011
Oleson Park Healt Careage of Ft. Dod¢ Ft. Dodge, 1A
Holdings LLC — 9C 2,341 75¢ 90 3,10(¢ 3,19( 51C 2012 2011
Arapahoe Health Oceanview Texas City, TX
Holdings LLC — 15¢ 4,81( 78¢ 15¢ 5,59¢ 5,751 68t 2012 2011
Dixie Health Holding: Hurricane Hurricane, UT
LLC — 487 1,97¢ 98 487 2,07¢ 2,56: 182 197¢ 2011
Memorial Health Pocatello Pocatello, ID
Holdings LLC — 537 2,13¢ 69¢ 537 2,83¢ 3,37¢ 40€ 2007 2011
Bogardus Health Whittier East Whittier, CA
Holdings LLC — 1,42t 5,307 1,07¢ 1,42t 6,38¢ 7,811 947 2011 2011
South Dora Healt ~ Ukiah Ukiah, CA
Holdings LLC — 297 2,087 1,621 297 3,70¢ 4,00¢ 1,274 2013 2011
Silverada Health Rosewood Reno, NV
Holdings LLC — 1,012 3,28z 10 1,01 3,38t 4,397 27C 197 2011
Orem Health Holdinc Orem Orem, UT
LLC — 1,68¢ 3,89¢ 3,23t 1,68¢ 7,131 8,82( 1,21z 2011 2011
Renne Avenue Heall Monte Vista Pocatello, IC
Holdings LLC — 18( 2,481 96€ 18C 3,447 3,627 31¢ 201z 2012
Stillhouse Health Stillhouse Paris, TX
Holdings LLC — 12¢ 7,13¢ 6 12¢ 7,14¢ 7,27¢ 324 200¢ 2012
Fig Street Healtl Palomar Viste Escondido, C#/
Holdings LLC — 32¢ 2,65° 1,094 32¢ 3,747 4,07¢ 1,032 2007 2012
Lowell Lake Healtt Owyhee Owyhee, ID
Holdings LLC — 49 1,554 2¢ 49 1,58 1,632 87 199C 201Z
Queensway Health Atlantic Memorial Long Beach, C,
Holdings LLC — 99¢ 4,237 2,331 99¢ 6,56¢ 7,567 1,762 200¢ 2012
Long Beach Healt  Shoreline Long Beach, C,
Associates LLC — 1,28¢ 2,34: 2,17; 1,28t 4,51¢ 5,80( 694 201z 2012
Kings Court Healtt  Richland Hills Ft. Worth, TX
Holdings LLC — 19z 2,311 31¢ 19¢ 2,62¢ 2,827 14t 196t 2012
51st Avenue Health Legacy Amarillo, TX
Holdings LLC — 34( 3,92¢ 32 34C 3,957 4,297 20€ 197(¢ 201z
Ives Health Holding San Marco: San Marcos, T)
LLC — 371 2,951 274 371 3,22t 3,59¢ 144 1972 2013
Guadalupe Healt ~ The Courtyard (Victoria Eas Victoria, TX
Holdings LLC — 80 2,391 ilg 80 2,40¢ 2,48¢ 94 2013 2013
Queens City Health La Villa (Victoria West) Victoria, TX
Holdings LLC — 21z 73z 8 21z 74C 952 44 196( 2013
49th Street Healt Omahs Omaha, NE
Holdings LLC — 12¢ 2,41¢ 24 12¢ 2,44z 2,571 13€ 197(¢ 201z
Willows Health Cascade Vist Redmond, WA
Holdings LLC — 1,38¢ 2,982 20z 1,38¢ 3,18¢ 4,57 19¢€ 196¢€ 201z
Tulalip Bay Holdings Mountain View Marysville, WA — 1,722 2,642 (980) 74z 2,64: 3,38¢ 132 198¢ 201z
85,107 56,38: 209,94¢ 81,26¢ 55,40. 292,19: 347,59: 61,55’

Skilled Nursing
Campus Properties:
Ensign Southlan Southland Car Norwalk, CA
LLC — 96€ 5,082 2,218 96€ 7,29t 8,261 3,40( 2011 199¢



Sky Holdings AZ
LLC

Lemon River
Holdings LLC
Wisteria Health
Holdings LLC
Mission CCRC LLC

Wayne Healtt
Holdings LLC
4th Street Health
Holdings LLC

Bella Vita (Desert Sky
Plymouth Towel
Wisteria

St. Joseph's Villi
Careage of Wayn

West Bend Care Center

Glendale, AZ
Riverside, CA
Abilene, TX
Salt Lake City
uT

Wayne, NE

West Bend, 1A

13,10:

28¢
494
74¢€
1,962
13C

18C

F-37

1,42¢
1,15¢
9,90¢
11,03t
3,061

3,352

1,75:
4,85¢
29C
464

122

28¢
494
74¢€
1,962
13C

18C

3,18(
6,012
10,19¢
11,49¢
3,18¢

3,352

3,46¢
6,50¢
10,93¢
13,46:
3,318

3,532

1,101
1,36¢
1,05¢

1,44¢

36&

200¢

201z

200¢

199

197¢

200¢

200z

200¢

2011

2011

2011

2011



Initial Cost to Company

Costs

Gross Carrying Value

Capitalized Construction/
Building Accumulated Acquisition
Encum- Building and Since Improve- Renovation
Description Facility Location brances Land Improvements  Acquisition Land ments Total Depreciation Date Date
Big Sioux River Health Holding Hillcrest Hawarden, 1A
LLC Health — 11C 3,522 7E 11C 3,591 3,701 35¢ 197¢ 2011
Prairie Health Holdings LL( Colonial Randolph, NE
Manor of
Randolpr — 13C 1,571 22 13C 1,59: 1,72¢ 27¢ 2011 2011
Salmon River Health Holdinc  Discovery Salmon, ID
LLC Care Cente — 16€ 2,49¢ — 16€ 2,49¢ 2,66¢ 151 201z 201z
13,10  5,17¢ 42,60¢ 9,797 5,17t 52,40( 57,57t 9,881
Assisted and Indpendent Living
Properties:
Avenue N Holdings LLC Cambridge  Rosenburg
ALF TX — 12¢ 2,301 392 124 2,697 2,811 811 2007 200¢
Moenium Holdings LLC Grand Cour Mesa, AZ — 1,89¢ 5,26¢ 1,21C 1,89 6,47¢ 8,371 1,918 198¢ 2007
Lafayette Health Holdings LLt  Chateau De Englewood
Mons CO — 42( 1,16( 18¢ 42C 1,34¢ 1,76¢ 18¢ 2011 200¢
Expo Park Health Holdings LL' Canterbury  Aurora, CO
Gardens — 57(C 1,697 24§ 57C 1,94( 2,51( 341 198¢ 201cC
Wisteria Health Holdings LLC ~ Wisteria IND Abilene, TX — 244 3,241 81 244 3,322 3,56¢ 41z 200¢ 2011
Everglades Health Holdings LL Lexington Ventura, CA — 1,54: 4,01z 11z 1,542 4,12¢ 5,667 34¢ 199( 2011
Flamingo Health Holdings LL(  Desert Spring Las Vegas, N'
ALF — 90¢ 4,76 281 90¢ 5,04¢ 5,95¢ 91€ 198¢ 2011
18th Place Health Holdings LL Rose Cour  Phoenix, AZ — 1,011 2,05t 49C 1,011 2,54¢ 3,55¢ 281 197¢ 2011
Boardwalk Health Holdings LLt¢ Park Place Reno, NV — 367 1,63: 51 367 1,68¢ 2,051 162 199 201z
Willows Health Holdings LLC ~ Cascade Plaz Redmond, W/ — 2,83t 3,78¢ 39t 2,83t 4,17¢ 7,014 252 201z 201z
Lockwood Health Holdings LLC Santa Maria Santa Maria,
CA — 1,79: 2,25: 58t 1,79 2,83¢ 4,63( 23€ 1967 201z
Saratoga Health Holdings LL  Lake Ridge = Orem, UT — 444 2,26t 17¢ 444 2,441 2,88t 92 199t 201z
CTR Partnership, L.F Lily & Syringa Idaho Falls, IC
ALF — 7C 2,67: — 70 2,67¢ 2,74: 5 199t 201«
CTR Partnership, L.F Caring Heart« Pocatello, IC — 8C 3,40¢ — 80 3,40¢ 3,48¢ 8 200¢ 201¢
CTR Partnership, L.P. Turtle & Crain Idaho Falls, IC
ALF — 11c 5,42¢ — 11C 5,42¢ 5,53¢ 11 201: 201¢
CTR Partnership, L.F Prelude Woodbury,
Cottages of MN
Woodbury — 43( 6,70¢ — 43C 6,70¢ 7,13¢ — 2011 201¢
CTR Partnership, L.P. English Christiansburg
Meadows VA
Senior Living
Community — 25( 6,101 — 25C 6,101 6,351 — 2011 201«
— 13,09 58,74: 4,211 13,09 62,95.  76,04: 5,97¢
Independent Living Properties:
Hillendahl Health Holdings LLC Cottages a  Dallas, TX
Golden Acres — 31t 1,76¢ 17€ 31E 1,94¢ 2,26( 41F 198¢ 200¢
Mission CCRC LLC St. Joseph's  Salt Lake City
Villa IND uT — 411 2,31Z 11¢ 411 2,431 2,84 36( 199« 2011
Hillview Health Holdings LLC  Lakeland Hills Dallas, TX
ALF — 68( 4,87: 621 68C 5,49¢ 6,17¢ 70§ 199¢ 2011
— 1,40¢ 8,95: 91€  1,40¢ 9,86¢  11,27¢ 1,48:
$98,20¢ $76,05: $ 320,25. $ 96,180 $75,07: $417,41: $492,48t $ 78,89
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CARETRUST REIT, INC.
SCHEDULE 1lI
REAL ESTATE ASSETS AND ACCUMULATED DEPRECIATION
(dollars in thousands)

Year Ended December 31
Real estate 2014 2013 2012
Balance at the beginning of the period $  456,05: $  410,00¢ $ 358,70°
Acquisitions 25,25 35,65¢ 30,54¢
Improvements 12,162 10,38 20,75
Assets not transferred to CareTr (980) — —
Balance at the end of the peri $ 492,48t $ 456,05 $ 410,00
Accumulated depreciatiol
Balance at the beginning of the per $ (62,577) $ (47,877 $ (32,900
Depreciation expens (16,32%) (14,695) (14,97°)
Balance at the end of the peri

$ (78,89) $ (62,572 $ (47,87)
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Exhibit 10.14

CARETRUST REIT, INC.
AND CTR PARTNERSHIP, L.P.
INCENTIVE AWARD PLAN

RESTRICTED STOCK AWARD GRANT NOTICE
(Time-Based)

CareTrust REIT, Inc., a Maryland corporation (th@dmpany’), pursuant to the CareTrust REIT, Inc. and CTR®Raship, L.P. Incentive
Award Plan (as it may be amended, the “ P)ahereby grants to the holder listed below (tHedrticipant’), an award of the number of shares
of restricted stock (“* Restricted Stotkr “ Shares’) set forth below. This Restricted Stock award igetiito all of the terms and conditions
set forth herein and in the Restricted Stock Awagdeement attached hereto as Exhibit A (the “ Retsl Stock Agreemerij and the Plan,
each of which is incorporated herein by referekbdess otherwise defined herein, the terms definglde Plan shall have the same defined
meanings in this Restricted Stock Award Grant Noftbe “ Grant Notic&) and the Restricted Stock Agreement.

Participant:

Grant Date:

Total Number of Shares:

Vesting Commencement Date

Vesting Schedule

Termination: If the Participant experiences a Termination ofvi®erprior to the applicable vesting date, all $isahat have not become ves
on or prior to the date of such Termination of $&\(after taking into consideration any vestingttinay occur in connection with such
Termination of Service, if any) will thereupon h&t@matically forfeited by the Participant withowymnent of any consideration therefor.

By his or her signature and the Company’s signdtetew, the Participant agrees to be bound byefrad and conditions of the Plan, the
Agreement and this Grant Notice. The Participastieaiewed the Agreement, the Plan and this Gratichlin their entirety, has had an
opportunity to obtain the advice of counsel primekecuting this Grant Notice and fully understaallprovisions of this Grant Notice, the
Agreement and the Plan. The Participant herebyeagreaccept as binding, conclusive and final@tislons or interpretations of the
Administrator upon any questions arising underRls, this Grant Notice or the Agreement.

In addition, by signing below, the Participant adgpees that the Company, in its sole discretiay satisfy any withholding obligations by

(i) withholding shares of Common Stock otherwisuable to the Participant upon vesting of the Sh4ii¢ instructing a broker on the
Participant’s behalf to sell shares of Common Stuttlerwise issuable to the Participant upon vestirtpe Shares and submit the proceeds of
such sale to the Company or (iii) using any othethad permitted by the Agreement or the Plan.

CARETRUST REIT, INC. PARTICIPANT

By: By:
Gregory K. Stapley
Chief Executive Office




Exhibit A
RESTRICTED STOCK AWARD AGREEMENT

Pursuant to the Restricted Stock Award Grant Ndtice “ Grant Notic€) to which this Restricted Stock Award Agreemethig “ Agreement
") is attached, CareTrust REIT, Inc., a Marylandpaoation (the “ Compan$), pursuant to the CareTrust REIT, Inc. and CTRiaship, L.P.
Incentive Award Plan (as it may be amended, thiati B, hereby grants to the holder listed below (tHedtticipant’), an award of shares of
restricted stock (“ Restricted Stotkr “ Shares’). This award of Restricted Stock is subject tioodthe terms and conditions set forth herein
and in the Grant Notice and the Plan, each of wharehincorporated herein by reference. Capitalieens not specifically defined herein shall
have the meanings specified in the Grant NoticetaadPlan.

ARTICLE |
GENERAL

1.1 Incorporation of Terms of PlaiThe Award (as defined below) is subject to thengeand conditions of the Plan, which are
incorporated herein by reference. In the evenngfiaconsistency between the Plan and this Agregntemterms of the Plan shall control.

ARTICLE II
AWARD OF RESTRICTED STOCK

2.1 Award of Restricted Stock

(a) Award. Pursuant to the Grant Notice and upon the termdscanditions set forth in the Plan and this Agrertneffective as of
the Grant Date set forth in the Grant Notice, tleen@any has granted to the Participant an awardesefriRted Stock (the “Award”) under the
Plan in consideration of the Participant’s past/andontinued employment with or service to the @any or any Affiliate, and for other good
and valuable consideration.

(b) Book Entry Form; CertificatesAt the sole discretion of the Administrator, ®Bleares will be issued in either (i) uncertificated
form, with the Shares recorded in the name of tmtid?pant in the books and records of the Compatignsfer agent with appropriate
notations regarding the restrictions on transfgrased pursuant to this Agreement, and upon veatidghe satisfaction of all conditions set
forth in Sections 2.2(b) and (d) hereof, the Conypsimall remove such notations on any such vestadeShn accordance with Section 2.2(d)
below; or (ii) certificated form pursuant to thenes of Sections 2.1(c) and (d) below.

(c) Legend Certificates representing Shares issued purdaahis Agreement may, until all Restrictions (&died below)
imposed pursuant to this Agreement lapse or haga bEmoved and the Shares have thereby become wedtee Shares represented thereby
have been forfeited hereunder, bear such legesldadishe determined by the Administrator).

(d) Removal of Notations; Delivery of Certificatépon Vesting As soon as administratively practicable aftentbsting of any
Shares subject to the Award pursuant to Sectiofbtereof, the Company shall, as applicable, eithmove the notations on any Shares
subject to the Award issued in book entry form whi@ave vested or deliver to the Participant afieaite or certificates evidencing the number
of Shares subject to the Award which have vestedr{either case, such lesser number of Sharesmgde permitted pursuant to Section 11.2
of the Plan). The Participant (or the beneficiarpersonal representative of the Participant inetent of the Participant’s death or incapacity,
as the case may be) shall deliver to the Compapyepresentations or other documents or assuraaqgased by the Company. The Shares sc
delivered shall no longer be subject to the Resgtris hereunder.
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2.2 Restrictions

(a) Forfeiture Notwithstanding any contrary provision of thisrAgment, upon the Participant’s Termination of &erfor any or
no reason, any portion of the Award (and the Shsubgect thereto) which has not vested prior tmaonnection with such Termination of
Service (after taking into consideration any aaegésl vesting and lapsing of Restrictions which megur in connection with such
Termination of Service (if any)) shall thereuponfoeited immediately and without any further actiby the Company, and the Participant’s
rights in any Shares and such portion of the Avgnall thereupon lapse and expire. For purposdsi®figreement, “Restrictions” shall mean
the restrictions on sale or other transfer refezdrin Section 3.2 hereof and the exposure to torieiset forth in this Section 2.2(a).

(b) Vesting and Lapse of RestrictionSubject to Section 2.2(a) above, the Award sresdt and Restrictions shall lapse in
accordance with the vesting schedule set forthenGrant Notice (rounding down to the nearest wiblare).

(c) Tax Withholding. The Company or its Affiliates shall be entitledrequire a cash payment (or to elect, or permitRarticipant
to elect, such other form of payment determinedcicordance with Section 11.2 of the Plan) by ob@malf of the Participant and/or to deduct
from other compensation payable to the Participagtsums required by federal, state or local texttabe withheld with respect to the gran
vesting of the Award or the lapse of the Restritdibereunder. In satisfaction of the foregoing ireguient with respect to the grant or vesting
of the Award or the lapse of the Restrictions hedau, unless otherwise determined by the CompaeyCbmpany or its Affiliates shall
withhold Shares otherwise issuable under the Avaardng a Fair Market Value equal to the sums reglio be withheld by federal, state
and/or local tax law. The number of Shares whicilldie so withheld in order to satisfy such fedestdte and/or local withholding tax
liabilities shall be limited to the number of shamehich have a Fair Market Value on the date ofilmalding equal to the aggregate amount of
such liabilities based on the minimum statutoryhiwdlding rates for federal, state and/or localgaiposes that are applicable to such
supplemental taxable income. Notwithstanding amgoprovision of this Agreement, the Company shallbe obligated to deliver any new
certificate representing Shares to the Participatite Participant’s legal representative or eatsr such Shares in book entry form unless and
until the Participant or the Participant’s legginesentative, as applicable, shall have paid @ratise satisfied in full the amount of all federal,
state and local taxes applicable to the taxablenraof the Participant resulting from the grantesting of the Award or the issuance of Sh
hereunder.

(d) Conditions to Delivery of Share§he Shares deliverable under this Award may theeepreviously authorized but unissued
Shares, treasury Shares or Shares purchased opghenarket. Such Shares shall be fully paid améssessable. The Company shall not be
required to issue or deliver any Shares underAhiard prior to fulfillment of the conditions setrtb in Section 11.4 of the Plan.
Notwithstanding the foregoing, the issuance of sslsares shall not be delayed if and to the exbattsduch delay would result in a violation
Section 409A of the Code. In the event that the gamy delays the issuance of such Shares becaessdinably determines that the issuance
of such Shares will violate federal securities lawsther applicable law, such issuance shall beenad the earliest date at which the Compan
reasonably determines that issuing such Sharesatitause such violation, as required by TreaRagulation Section 1.409A-2(b)(7)(ii).

(e) To ensure compliance with the Restrictions piteisions of the charter documents of the Compang/or state and federal
securities and other laws and for other proper @egp, the Company may issue appropriate “stopfedrand other instructions to its transfer
agent with respect to the Restricted Stock. The @om shall notify the transfer agent as and wherRstrictions lapse.

2.3 Consideration to the Companin consideration of the grant of the Award purduzereto, the Participant agrees to render fditrid
efficient services to the Company or any Affiliate.
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ARTICLE Il
OTHER PROVISIONS

3.1 Section 83(b) Electionlf the Participant makes an election under Sadig(b) of the Code to be taxed with respect taRbstricted
Stock as of the date of transfer of the Restri&exitk rather than as of the date or dates uponhathie Participant would otherwise be taxable
under Section 83(a) of the Code, the Participargtheagrees to deliver a copy of such electioméoGompany promptly after filing such
election with the Internal Revenue Service. Thdi€ipant represents that the Participant has ceedulith any tax consultants the Participant
deems advisable in connection with the Award andsaich election.

3.2 Restricted Stock Not Transferabldntil the Restrictions hereunder lapse or expirssuant to this Agreement and the Shares vest, t
Restricted Stock (including any Shares receivetidiglers thereof with respect to Restricted Stocl essult of stock dividends, stock splits or
any other form of recapitalization) shall be subjecthe restrictions on transferability set farirfSection 11.3 of the Plan.

3.3 Rights as StockholdeExcept as otherwise provided herein, upon thex@ate, the Participant shall have all the rigifta
stockholder of the Company with respect to the &hasubject to the Restrictions, including, withlmitation, voting rights and rights to
receive any cash or stock dividends, in respeti@®fShares subject to the Award and deliverableunster.

3.4 Not a Contract of Employment or Servidgothing in this Agreement or in the Plan shalifew upon the Participant any right to
continue to serve as an Employee or other serviméger of the Company or any of its Affiliates shall interfere with or restrict in any way
the rights of the Company and its Affiliates, whiafphts are hereby expressly reserved, to dischargerminate the services of the Participant
at any time for any reason whatsoever, with or aitiCause, except to the extent expressly provadeerwise in a written agreement between
the Company or an Affiliate and the Participant.

3.5 Governing Law The laws of the State of Delaware shall goveeititerpretation, validity, administration, enfomeent and
performance of the terms of this Agreement regasdtd the law that might be applied under prinapéconflicts of laws.

3.6 Conformity to Securities LawsThe Participant acknowledges that the Plan aisddgreement are intended to conform to the extent
necessary with all provisions of the Securities &udl the Exchange Act, and any and all regulatiomsrules promulgated by the Securities
Exchange Commission thereunder, as well as alicgipé state securities laws and regulations. Nbstanding anything herein to the
contrary, the Plan shall be administered, and tvard is granted, only in such a manner as to camtorsuch laws, rules and regulations. To
the extent permitted by applicable law, the Plagh thiis Agreement shall be deemed amended to tleaenxécessary to conform to such laws,
rules and regulations.

3.7 Amendment, Suspension and Terminatido the extent permitted by the Plan, this Agreetmeay be wholly or partially amended
otherwise modified, suspended or terminated atiiamgy or from time to time by the Administrator tietBoard; provided, however, that, exc
as may otherwise be provided by the Plan, no amentqmodification, suspension or termination of tAgreement shall adversely affect the
Award in any material way without the prior writtennsent of the Participant.

3.8 Notices Any notice to be given under the terms of thiseggnent shall be addressed to the Company at timp&woy’s principal
office, and any notice to be given to the Partiotpehall be addressed to the Participant at thiécipant’s last address reflected on the
Company'’s records. Any notice shall be deemed divign when sent via email or when sent by reputabénight courier or by certified mail
(return receipt requested) through the United StBtestal Service.
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3.9 Successors and Assigriehe Company may assign any of its rights underAlgreement to single or multiple assignees, &igl t
Agreement shall inure to the benefit of the suamessand assigns of the Company. Subject to theatsihs on transfer set forth in Section 3.2
hereof, this Agreement shall be binding upon theiétgant and his or her heirs, executors, admiaists, successors and assigns.

3.10 Limitations Applicable to Section 16 Persoitwithstanding any other provision of the Planhis Agreement, if the Participant
subject to Section 16 of the Exchange Act, therPla@, the Award and this Agreement shall be sulijgeany additional limitations set forth in
any applicable exemptive rule under Section 1hefExchange Act (including any amendment to Rule36f the Exchange Act) that are
requirements for the application of such exemptive. To the extent permitted by applicable lavis thgreement shall be deemed amended tc
the extent necessary to conform to such applicztdenptive rule.

3.11 Entire AgreementThe Plan, the Grant Notice and this Agreemermtting all Exhibits thereto, if any) constitutesthntire
agreement of the parties and supersede in thaéiegnall prior undertakings and agreements ofGloenpany and the Participant with respect t
the subject matter hereof.

3.12 Limitation on the ParticipdistRights. Participation in the Plan confers no rights aeiasts other than as herein provided. This
Agreement creates only a contractual obligatiothenpart of the Company as to amounts payable lzaltireot be construed as creating a trust
The Plan, in and of itself, has no assets. Thadizant shall have only the rights of a generalaaused creditor of the Company and its
Affiliates with respect to amounts credited andddis payable, if any, with respect to the Shasesiable hereunder.
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Exhibit 10.15

CARETRUST REIT, INC.
AND CTR PARTNERSHIP, L.P.
INCENTIVE AWARD PLAN

RESTRICTED STOCK UNIT AWARD GRANT NOTICE
(Time-Based)

CareTrust REIT, Inc., a Maryland corporation (th@dmpany’), pursuant to the CareTrust REIT, Inc. and CTRi®Raship, L.P. Incentive
Award Plan (as it may be amended, the “ P)ahereby grants to the holder listed below (tHedtticipant’), an award of restricted stock units
(“ Restricted Stock Unitsor “ RSUs"). Each vested Restricted Stock Unit represerggitiht to receive, in accordance with the Resdct
Stock Unit Award Agreement attached hereto as EixAilfthe “ Agreement), one share of Common Stock (each, a * SHar€his award of
Restricted Stock Units is subject to all of therterand conditions set forth herein and in the Ague® and the Plan, each of which are
incorporated herein by reference. Unless otherdégmed herein, the terms defined in the Plan dtale the same defined meanings in this
Restricted Stock Unit Award Grant Notice (the “ @rélotice”) and the Agreement.

Participant:

Grant Date:
Total Number of RSUs:

Vesting Commencement Date

Vesting Schedule

Termination : If the Participant experiences a Termination ef&e prior to the applicable vesting date, allRS$hat have not become vestec
on or prior to the date of such Termination of $&\(after taking into consideration any vestingttinay occur in connection with such
Termination of Service, if any) will thereupon h&@matically forfeited by the Participant withowymnent of any consideration therefor.

By his or her signature and the Company’s signdtetew, the Participant agrees to be bound byeirag and conditions of the Plan, the
Agreement and this Grant Notice. The Participastieaiewed the Agreement, the Plan and this Gratichlin their entirety, has had an
opportunity to obtain the advice of counsel primekecuting this Grant Notice and fully understaallprovisions of this Grant Notice, the
Agreement and the Plan. The Participant herebyeagreaccept as binding, conclusive and final@tislons or interpretations of the
Administrator upon any questions arising underRls, this Grant Notice or the Agreement.

In addition, by signing below, the Participant adgpees that the Company, in its sole discretiay, satisfy any withholding obligations by

(i) withholding shares of Common Stock otherwissiable to the Participant upon vesting of the R$iJ)snstructing a broker on the
Participant’s behalf to sell shares of Common Stuttlerwise issuable to the Participant upon vestintge RSUs and submit the proceeds of
such sale to the Company, or (iii) using any othethod permitted by the Agreement or the Plan

CARETRUST REIT, INC. PARTICIPANT

By: By:
Gregory K. Stapley
Chief Executive Office




EXHIBIT A
TO
RESTRICTED STOCK UNIT AWARD GRANT NOTICE

RESTRICTED STOCK UNIT AWARD AGREEMENT

Pursuant to the Restricted Stock Unit Award Graotidé (the “ Grant Notic&) to which this Restricted Stock Unit Award Agreent (this “
Adreement) is attached, CareTrust REIT, Inc., a Marylandpawation (the “ Compan$), pursuant to the CareTrust REIT, Inc. and CTR
Partnership, L.P. Incentive Award Plan (as it mayainended, the_* Pldih hereby grants to the holder listed below (tHedtticipant’), an

award of restricted stock units (“ Restricted Stollits” or “ RSUs”). Each vested Restricted Stock Unit represerdgitht to receive one
share of Common Stock (each, a * SHar& his award of Restricted Stock Units is subjeclt®f the terms and conditions set forth hereid

in the Grant Notice and the Plan, each of whichirarerporated herein by reference. Capitalized senot specifically defined herein shall have
the meanings specified in the Grant Notice andPiae.

ARTICLE I.
GENERAL

1.1 Incorporation of Terms of PlaiThe RSUs are subject to the terms and conditbtise Plan, which are incorporated herein by exiee. Ir
the event of any inconsistency between the Plarttdad\greement, the terms of the Plan shall céntro

ARTICLE II.
GRANT OF RESTRICTED STOCK UNITS

2.1 Grant of RSUsPursuant to the Grant Notice and upon the temdscanditions set forth in the Plan and this Agreetmeffective as of the
Grant Date set forth in the Grant Notice, the Conypaereby grants to the Participant an award of &@htler the Plan in consideration of the
Participant’s employment with or service to the Qamy or any Affiliates and for other good and valeaconsideration.

2.2 Unsecured Obligation to RSUEnless and until the RSUs have vested in the mraset forth herein, the Participant will have ight to
receive Common Stock under any such RSUs. Priactizal settlement of any vested RSUs, such RSUsepitesent an unsecured obligation
of the Company, payable (if at all) only from thengral assets of the Company.

2.3 Vesting ScheduleSubject to the other provisions of this Agreensmd the Plan, the RSUs shall vest and become rieitétle with
respect to the applicable portion thereof accordintpe vesting schedule set forth in the Granidéofrounding down to the nearest whole
Share).

2.4 Forfeiture, Termination and Cancellation up@nriination of Service Notwithstanding any contrary provision of thisrAgment, upon the
Participant’s Termination of Service for any orneason, all Restricted Stock Units which have msted prior to or in connection with such
Termination of Service (after taking into considena any accelerated vesting which may occur imeation with such Termination of Service
(if any)) shall thereupon automatically be forfeitéterminated and cancelled as of the applicabieitation date without payment of any
consideration by the Company, and the Particigarthe Participant’s beneficiary or personal repngative, as the case may be, shall have nc
further rights hereunder. No portion of the RSUsalvthas not become vested as of the date on wh&Rarticipant incurs a Termination of
Service shall thereafter become vested.




2.5 Issuance of Common Stock upon Vesting

(a) As soon as administratively practicable follogvthe vesting of any Restricted Stock Units, butd event later than thirty (30) days
after such vesting date (for the avoidance of dathi deadline is intended to comply with the ‘gherm deferral” exemption from
Section 409A of the Code), the Company shall detiwehe Participant a number of Shares (eithedddivering one or more certificates for
such Shares or by entering such Shares in book famtn, as determined by the Company in its sodermition) equal to the number of RSUs
subject to this Award that vest on the applical@stwng date, unless such RSUs terminate priora@iven vesting date pursuant to the
provisions of this Agreement and the Plan. Notwéhding the foregoing, in the event Shares canadtdued pursuant to the terms of the F
the Shares shall be issued pursuant to the pregesdirtence as soon as administratively practicei#e the Administrator determines that
Shares can again be issued in accordance witletims tof the Plan.

(b) The Company shall have the authority and thletiio deduct or withhold, or to require the Pdpaat to remit to the Company, an
amount sufficient to satisfy all applicable fedesthte and local taxes required by law to be veithivith respect to any taxable event arisin
connection with the Restricted Stock Units. The @any shall not be obligated to deliver any newifieste representing Shares to the
Participant or the Participant’s legal representatir enter such Shares in book entry form unledsuatil the Participant or the Participant’s
legal representative shall have paid or otherwagisfied in full the amount of all federal, stateldocal taxes applicable to the taxable income
of the Participant resulting from the grant or uegbf the Restricted Stock Units or the issuarfc8tares.

2.6 Rights as StockholdeExcept as set forth in Section 2.7, the holdehefRSUs shall not be, nor have any of the righgsrivileges of, a
stockholder of the Company, including, without liation, voting rights and rights to dividends, @spect of the RSUs and any Shares
underlying the RSUs and deliverable hereunder srdas until such Shares shall have been issueuehb@ampany and held of record by such
holder (as evidenced by the appropriate entry erbtioks of the Company or of a duly authorizeddf@nagent of the Company).

2.7 Dividend EquivalentsEach RSU shall have associated with it a Divideqdivalent award. In accordance with the termthefPlan
relating to Dividend Equivalents, upon the declarabf a dividend with respect to the Common Stabk, Administrator shall credit to the
Participant with respect each outstanding RSU grhhereunder an amount of equal value to suchetiddin such form and based on such
calculations as the Administrator may determingsirsole discretion. Any amounts so credited witbpect to an RSU shall be paid or issued
(subject to withholding) to the Participant onlyoupthe vesting of the related RSU, and if an RSbhitgates prior to vesting, any related
credited Dividend Equivalent amounts shall be fitefband the Participant shall have no furthertsghith respect thereto.

ARTICLE IlI.
OTHER PROVISIONS

3.1 Administration The Administrator shall have the power to intetghe Plan and this Agreement and to adopt suek far the
administration, interpretation and applicationtod Plan as are consistent therewith and to interpneend or revoke any such rules. All action:
taken and all interpretations and determinationderizy the Administrator in good faith shall be finad binding upon the Participant, the
Company and all other interested persons. No mewoftibe Administrator or the Board shall be perdlgriamble for any action, determination
or interpretation made in good faith with respectte Plan, this Agreement or the RSUs.

3.2 Grant is Not Transferabl®uring the lifetime of the Participant, the RStday not be sold, pledged, assigned or transferratty manner
other than by will or the laws of descent and disition or as otherwise provided in the Plan.
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3.3 Adjustments The Participant acknowledges that the RSUs asgsuto modification and termination in certaireats as provided in this
Agreement and Article 13 of the Plan.

3.4 Notices Any notice to be given under the terms of thisegment to the Company shall be addressed to thg&uy in care of the
Secretary of the Company at the Company’s prinajffade, and any notice to be given to the Partioipshall be addressed to the Participant
the Participant’s last address reflected on the @zow's records. Any notice shall be deemed dulgigiwhen sent via email or when sent by
reputable overnight courier or by certified madt(rn receipt requested) through the United SRtstal Service.

3.5 Participaris Representationdf the Shares issuable hereunder have not begstesed under the Securities Act or any applicabdée laws
on an effective registration statement at the tiinguch issuance, the Participant shall, if requiyg the Company, concurrently with such
issuance, make such written representations adegraed necessary or appropriate by the Compangratsitounsel.

3.6 Titles. Titles are provided herein for convenience omlgl are not to serve as a basis for interpretatiaroostruction of this Agreement.

3.7 Governing Law The laws of the State of Delaware shall goveenititerpretation, validity, administration, enfameent and performance of
the terms of this Agreement regardless of the kat inight be applied under principles of conflictdaws.

3.8 Conformity to Securities LawsThe Participant acknowledges that the Plan aisddgreement are intended to conform to the extent
necessary with all provisions of the Securities &udl the Exchange Act, and any and all regulatiomsrules promulgated by the Securities
Exchange Commission thereunder, as well as alicgipé state securities laws and regulations. Nbstanding anything herein to the
contrary, the Plan shall be administered, and thg%are granted, only in such a manner as to aontoisuch laws, rules and regulations. To
the extent permitted by applicable law, the Plagh thiis Agreement shall be deemed amended to tlemEenxécessary to conform to such laws,
rules and regulations.

3.9 Amendment, Suspension and Terminati®o the extent permitted by the Plan, this Agreetneay be wholly or partially amended or
otherwise modified, suspended or terminated atiiamgy or from time to time by the Administrator tietBoard; provided, however, that, exc
as may otherwise be provided by the Plan, no amentgmmodification, suspension or termination of tAgreement shall adversely affect the
RSUs in any material way without the prior writimmsent of the Participant.

3.10_Successors and Assigrithe Company may assign any of its rights underAlgreement to single or multiple assignees, aigl t
Agreement shall inure to the benefit of the suamesand assigns of the Company. Subject to theashs on transfer herein set forth in this
Agreement and the Plan, this Agreement shall beitgnupon the Participant and his or her heirscetas, administrators, successors and
assigns.

3.11 Limitations Applicable to Section 16 Persohtwithstanding any other provision of the Plantis Agreement, if the Participant is
subject to Section 16 of the Exchange Act, therPlae, the RSUs and this Agreement shall be sutijesnty additional limitations set forth in
any applicable exemptive rule under Section 1®hefExchange Act (including any amendment to Rule36f the Exchange Act) that are
requirements for the application of such exemptitle. To the extent permitted by applicable lavis #hgreement shall be deemed amended tc
the extent necessary to conform to such applicztdenptive rule.

3.12 Entire AgreementThe Plan, the Grant Notice and this Agreemenstitre the entire agreement of the parties andrsegde in their
entirety all prior undertakings and agreementhef@ompany and the Participant with respect tetigect matter hereof.

3.13_Section 409A Notwithstanding any other provision of the Pldnis Agreement or the Grant Notice, the Plan, Agseement and the
Grant Notice shall be interpreted in accordancé wie requirements of
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Section 409A of the Code. The Administrator mayifsrdiscretion, adopt such amendments to the BigAgreement or the Grant Notice or
adopt other policies and procedures (including aimemnts, policies and procedures with retroactifecef, or take any other actions, as the
Administrator determines are necessary or appraptéacomply with the requirements of Section 4@34he Code.

3.14 Limitation on Participatg Rights. Participation in the Plan confers no rights deiiasts other than as herein provided. This Agre¢me
creates only a contractual obligation on the pbth® Company as to amounts payable and shalleobhbstrued as creating a trust. The Ple
and of itself, has no assets. Participant shakwaly the rights of a general unsecured creditthhe Company and its Affiliates with respec
amounts credited and benefits payable, if any, véfipect to the RSUs, and rights no greater thanight to receive the Common Stock as a
general unsecured creditor with respect to RSUandsvhen payable hereunder.

3.15_Not a Contract of Employment or Servidéothing in this Agreement or in the Plan shaltfes upon the Participant any right to continue
to serve as an Employee or other service provifidfreoCompany or any of its Affiliates or shallénfere with or restrict in any way the rights
of the Company and its Affiliates, which rights &&reby expressly reserved, to discharge or tetmtha services of the Participant at any
for any reason whatsoever, with or without Causeept to the extent expressly provided otherwisg written agreement between the
Company or an Affiliate and the Participant.
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LIST OF SUBSIDIARIES OF CARETRUST REIT, INC.*

CareTrust GP, LLC*

CTR Partnership, L.P.*
CareTrust Capital Corp.*

18th Place Health Holdings LL
49th Street Health Holdings LL
4th Street Holdings LL(

51st Avenue Health Holdings LL
Anson Health Holdings LL(
Arapahoe Health Holdings LL
Arrow Tree Health Holdings LL(
Avenue N Holdings LLC

Big Sioux River Health Holdings LL!
Boardwalk Health Holdings LL(
Bogardus Health Holdings LL
Burley Healthcare Holdings LL!
Casa Linda Retirement LL
Cedar Avenue Holdings LL:
Cherry Health Holdings LL(

CM Health Holdings LLC
Cottonwood Health Holdings LL!
Dallas Independence LL

Dixie Health Holdings LLC
Emmett Healthcare Holdings LL
Ensign Bellflower LLC

Ensign Highland LLC

Ensign Southland LL(
Everglades Health Holdings LL
Expo Park Health Holdings LL
Expressway Health Holdings LL
Falls City Health Holdings LL(
Fifth East Holdings LLC

Fig Street Health Holdings LL
Flamingo Health Holdings LL(
Fort Street Health Holdings LL
Gazebo Park Health Holdings LL
Gillette Park Health Holdings LLt
Golfview Holdings LLC
Granada Investments LL
Guadalupe Health Holdings LL
Hillendahl Health Holdings LL(
Hillview Health Holdings LLC
Irving Health Holdings LLC

Ives Health Holdings LL(
Jefferson Ralston Holdings LL
Jordan Health Properties LL

Josey Ranch Healthcare Holdings L

Kings Court Health Holdings LL¢
Lafayette Health Holdings LL!
Lemon River Holdings LLC

50.
51.
52.
53.
54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.
66.
67.
68.
69.
70.
71.
72.
73.
74.
75.
76.
77.
78.
79.
80.
81.
82.
83.
84.
85.
86.
87.
88.
89.
90.
91.
92.
93.
94.
95.
96.
97.
98.

Lockwood Health Holdings LL(
Long Beach Health Associates LI
Lowell Health Holdings LLC
Lowell Lake Health Holdings LL(
Lufkin Health Holdings LLC
Meadowbrook Health Associates LL
Memorial Health Holdings LL(
Mesquite Health Holdings LL!
Mission CCRC LLC

Moenium Holdings LLC
Mountainview Communitycare LLt
Northshore Healthcare Holdings LL
Oleson Park Health Holdings LL
Orem Health Holdings LL(
Paredes Health Holdings LL
Plaza Health Holdings LL¢

Polk Health Holdings LLC

Prairie Health Holdings LL(

Price Health Holdings LL(

Queen City Health Holdings LL
Queensway Health Holdings LL
RB Heights Health Holdings LL!
Regal Road Health Holdings LL
Renee Avenue Health Holdings L1
Rillito Holdings LLC

Rio Grande Health Holdings LL
Salmon River Health Holdings LL
Salt Lake Independence LL

San Corrine Health Holdings LL
Saratoga Health Holdings LL
Silver Lake Health Holdings LL¢
Silverada Health Holdings LL:
Sky Holdings AZ LLC
Snohomish Health Holdings LL
South Dora Health Holdings LL
Stillhouse Health Holdings LLt
Temple Health Holdings LL(
Tenth East Holdings LL¢

Terrace Holdings AZ LLC

Trinity Mill Holdings LLC
Trousdale Health Holdings LL
Tulalip Bay Health Holdings LL(
Valley Health Holdings LLC
Verde Villa Holdings LLC

Wayne Health Holdings LL¢
Willits Health Holdings LLC
Willows Health Holdings LLC
Wisteria Health Holdings LL(
CTR Arvada Preferred, LLC*

EXHIBIT 21.1

Unless otherwise indicated, the jurisdiction ofnfi@tion or incorporation, as applicable, of eacthefsubsidiaries listed herein is Neve

Formed or incorporated in Delawa



Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference inRbgistration Statement on Form S-8 (File No. 3886B4) pertaining to the CareTrust
REIT, Inc. and CTR Partnership, L.P. Incentive AsvRtan of our report dated February 11, 2015, irgjdb the consolidated and combined

financial statements and financial statement sdeeathpearing in the Annual Report on Form 10-K aféIrust REIT, Inc. for the year ended
December 31, 2014.

/s/ ERNST & YOUNG LLP

Irvine, California
February 11, 2015



Exhibit 23.2

Consent of Independent Registered Public Accountingirm

We consent to the incorporation by reference iniReggion Statement No. 333-196634 on Form S-8uwfreport dated March 14, 2014
(August 28, 2014 as to the earnings (loss) peresindormation described in Note 10 and the condirsenbining information in Note 13),
relating to the combined financial statements amakicial statement schedule of Ensign Propertidscfwreport expresses an unqualified
opinion and includes an explanatory paragraphrtfets to related party transactions with The Em§goup, Inc.) appearing in the Annual
Report on Form 10-K of CareTrust REIT, Inc. for tfear ended December 31, 2014.

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
February 11, 2015



EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Gregory K. Stapley, certify that:
1. I have reviewed this Annual Report on Form 16fiCareTrust REIT, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dméttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgadang the reliability of financial reporting atite preparation of financial statements
for external purposes in accordance with geneeadfepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitigat occurred during the registrant’s mos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annuadrig that has materially affected, or is reasopndikély
to materially affect, the registrant’s internal twhover financial reporting; and

5. The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

By: /s/ Gregory K. Stapley
Gregory K. Staple'
President and Chief Executive Offic

Date: February 11, 2015



EXHIBIT 31.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

[, William M. Wagner, certify that:
1. I have reviewed this Annual Report on Form 16fiCareTrust REIT, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or dmnéttate a material fact necessary to mak
the statements made, in light of the circumstanoger which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargagdiang the reliability of financial reporting atite preparation of financial statements
for external purposes in accordance with geneealfepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitigat occurred during the registrant’s mos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annuadrig that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal twhover financial reporting; and

5. The registrant’s other certifying officer(s) anldlave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

By: /s/ William M. Wagner
William M. Wagner
Chief Financial Officer, Treasurer and Secre!

Date: February 11, 2015



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND
CHIEF FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fiCareTrust REIT, Inc. (the “Company”) for the fédgear ended December 31,
2014, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Gregénptapley, as President and Chief
Executive Officer of the Company, and William M. @feer, as Chief Financial Officer, Secretary anda$ueer of the Company, each hereby
certifies, pursuant to 18 U.S.C. Section 1350,dapted pursuant to Section 906 of the Sarbanesy@deof 2002, that to their knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

/sl Gregory K. Stapley

Name; Gregory K. Staple'

Title: President and Chief Executive Offic
Date: February 11, 201

s/ William M. Wagner

Name: William M. Wagner

Title: Chief Financial Officer, Treasurer and Secre’
Date: February 11, 201




