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To Our Stockholders:

2015 was a momentous year for Care Capital 

Properties (CCP) and marked many significant 

accomplishments, beginning with our spin-off  

from Ventas (NYSE: VTR), which we successfully 

completed in August. This accomplishment 

was the culmination of many months of hard 

work by my colleagues at CCP (and many who 

remained at Ventas), and it is appropriate to begin 

our inaugural shareholder letter by expressing 

my sincere appreciation for their extraordinary 

dedication and hard work over the last year. 

Thanks to these efforts, we hit the ground running. 

In just a few short months as a standalone 

company, we’ve made significant strides and set 

CCP on the path to long-term success. I’ve  

listed some of our more notable achievements 

to the right.

OUR ACHIEVEMENTS INCLUDE:

We obtained $1.4 billion of short-term floating
rate loans and a $600 million revolving line of  
credit to facilitate the spin-off.

We assembled an outstanding group of independent 
directors with deep experience as public company 
directors and expertise in our core competencies of 
real estate, healthcare and finance.

We obtained investment grade ratings from all three 
rating agencies.¹

We closed a $210 million investment in an eight-
property portfolio in Louisiana with one of our 
preferred operator relationships, Senior Care Centers.

We paid a full dividend of $0.57 per share to our 
shareholders in each of the third and fourth quarters.

We built our standalone infrastructure of people, 
processes, systems and tools.

In January 2016, we began implementing our 
permanent capital structure by lengthening our
maturities and entering into agreements to fix the 
rates on a significant portion of our debt.

We reported results for the fourth quarter of 2015, our 
first full quarter as a standalone company, of $0.85 of 
normalized FFO per share.

In March, we released our 2016 guidance of $2.85 - 
$2.95 per share of normalized FFO. 

1. S&P expected issue level rating BBB-; corporate rating is BB+.2015
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While we are proud of these significant accomplishments, 
we are humbled by the fact that so much more remains 
for us to do. However, with a strong foundation and an 
experienced management team that is committed and  
focused on the task, I am confident that we will be up to  
the challenge.

BUILDING A DIFFERENT KIND OF REIT

When we created Care Capital Properties, we wanted to create a different kind of REIT. Our tagline 
— Skilled. Focused. Invested. — conveys our distinctive approach to the healthcare REIT market. 

We are different from the large, diversified healthcare 
REITs in that we concentrate on investing in skilled 
nursing and post-acute real estate through triple-net 
leases with strong regional and local operators. Our skilled 
management team has a long track record of success in 
the key disciplines of raising capital, allocating capital and 
managing assets. Our focus as a pure-play skilled nursing 
REIT gives us unique insight and expertise to anticipate 
changes and recognize opportunities in our dynamic 
and growing market. We have broad and deep industry 
relationships, and we invest in our operators to help them 
capitalize on growth opportunities, share best practices 
and build winning companies.

We are also different because we possess the unique 
combination of a strong heritage of success and the 
entrepreneurial spirit of a startup. Born from one of the 
most distinguished and successful healthcare REITs, our 
management team has the experience and know-how to 
create an outstanding enterprise. And with our investment 
grade rated balance sheet, access to multiple capital 
markets and strong dividend yield with a modest payout 
ratio, we have a foundation upon which to grow. Yet at 
our core, we are a small company with an innovative 
mentality, nimble organization, cohesive culture, and lean 
and efficient platform. So any way you look at CCP, we are 
a different kind of REIT.

Before I get into our 2016 strategic priorities, I think it is 
important to share some of the principles and values that 
are essential to us and to tell you what you can expect as 
shareholders from the leadership of CCP. Our executives 
are owners of the company, and we run our business not 
only as fiduciaries, but as shareholders. That means that we 
are focused on maximizing long-term value and delivering 
consistently on our commitments. It also means that we 
are transparent and that we value your trust as much as the 
capital you have invested in us. As we execute our strategy 
throughout the year, we expect to be measured not only by 
our results, but our adherence to these principles.

Skilled
in managing a large, diversified portfolio of 
post-acute assets in a dynamic and rapidly 
changing healthcare environment. 

Focused
on delivering shareholder value by allocating 
capital intelligently, maintaining a strong 
financial profile and providing an attractive  
and well-covered dividend.

Invested
in building lasting relationships with 
our operators and helping them grow 
and win in our large, fragmented and 
consolidating market.
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POISED TO SUCCEED IN A  
DYNAMIC MARKET

The skilled nursing market is attractive to us because it is 
large, highly fragmented and has very favorable supply 
and demand fundamentals. The U.S. skilled nursing market 
is comprised of over 15,000 properties and $120 billion 
in real estate asset value. It is highly fragmented, with 
75 percent of the buildings run by operators with 20 or 
fewer properties and only about 16 percent owned by 
REITs. It has favorable demand fundamentals driven both 
by the 85+ population, which is the fastest-growing age 
cohort in the United States, and the rapidly aging Baby 
Boomer generation. And it has limited supply, with either 
certificates of need or building moratoriums in 37 states 
that prohibit the construction of new facilities.  

While the skilled nursing industry benefits from the 
favorable tailwinds mentioned above, the implementation 
of the Affordable Care Act is creating unprecedented and 
sweeping change across the entire healthcare landscape. 
The goals of the act are threefold: (1) provide access 
to healthcare for the 30 million uninsured individuals in 
the United States; (2) reduce cost by “bending the cost 
curve;” and (3) improve the quality of care. Providers 
across the continuum of care (including our skilled nursing 
operators) are facing multiple changes to reimbursement 
methodologies as the Centers for Medicare & Medicaid 
Services (CMS) looks for ways to manage populations, 

reduce cost and align payments with quality of care.   
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$120B 

SNF REAL ESTATE 
MARKET WITH ONLY 
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AGE 65 WILL REQUIRE

SOME FORM OF LONG-TERM 
CARE FOR AN AVERAGE OF

3 YEARS 

Large Market Fueled by Demographic Tailwinds



TO ENSURE OUR SUCCESS, WE ARE EXECUTING 
ON FOUR STRATEGIC IMPERATIVES:

Grow the portfolio by making  
value-enhancing investments.

Migrate quickly to a permanent capital 
structure with long-term debt, fixed rates 
and staggered maturities.

Actively manage our portfolio through 
redevelopment, strategic dispositions and 
tenant consolidation and repositioning.

Build out our standalone infrastructure by 
investing in our people, processes, systems  
and tools.

These changes create both opportunities and challenges 
for our operators. For instance, our operators should 
benefit from increased volumes as more people have  
access to healthcare coverage and the aging 
demographics begin to accelerate dramatically at the end 
of this decade. Skilled nursing operators should also gain 
volume over time as patients are driven out of high-cost 
settings like hospitals and specialty hospitals into lower-
cost settings like skilled nursing and home healthcare.  
CMS is also considering “site neutral” payments, which 
would reimburse the same daily rate regardless of the 
setting in which the care is provided. Our skilled nursing 
facilities, which can be a third to a quarter of the cost of 
other facility-based settings, are poised to benefit from 

these changes.  

However, to capitalize on these opportunities, our 
operators will need to be nimble and adapt their business 
models to the shifting landscape. To “bend the cost curve,” 
CMS is increasingly utilizing managed care programs, 
such as Medicare Advantage, to coordinate care across 
the continuum and reduce unnecessary treatments.  
Moreover, CMS is driving change from “fee for service” in 
which operators receive a daily reimbursement rate, to 
“value-based payments,” in which an operator receives a 
lump sum payment for an episode of care regardless of 
length of stay. The impact of these changes is generally to 
reduce rates and average length of stay and to share the 
risk of outcomes between the payors and the providers.  
In order to be successful under managed care and the 
new value-based payment methodologies, our operators 
will need to be sophisticated in contracting with managed 
care organizations, be able to control the entire post-acute 
episode of care and develop electronic health records that 
enable them to prove quality outcomes and assess and 
share risk with payors and other providers profitably. 
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These critical success factors will require capital, creating 
additional opportunities for us to invest with our 
forward-thinking partners. However, just like our operators, 
we will also have to be nimble and adaptable, as we 
allocate capital, manage our balance sheet, optimize our 
portfolio and build out our operating platform. 
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1. ALLOCATE CAPITAL TO VALUE-
    ENHANCING INVESTMENTS

Our large, highly fragmented market provides substantial 
opportunity for us to make value-enhancing investments 
with well-positioned regional and local operators. Our 
broad and deep industry relationships provide us access 
to a steady flow of transaction opportunities. Moreover, 
because of the specialized expertise required to underwrite 
skilled nursing investments, we have fewer competitors 
than other real estate asset classes. So, unlike many 
other asset classes, our investment yields have remained 
attractive and stable during the post-2009 commercial 
real estate recovery, and lease yields that can exceed nine 
percent provide an attractive risk-adjusted return.  

That being said, we are always mindful of the value of our 
equity and will only invest if we can reasonably expect to 
generate a positive spread over our cost of capital. You 
should expect us to be disciplined and patient investors.  
So, while we are confident that we will have plenty of 
opportunities to make value-enhancing investments over 
time, we are also willing to sit on the sidelines when 
market conditions warrant.

The acquisition of eight properties with Senior Care 
Centers in September is a perfect example of how we 
execute on value-enhancing investments. Senior Care 
Centers is our largest tenant, accounting for 16 percent 
of our net operating income. They are a market leader in 
the state of Texas, where they operate 99 properties and a 

full suite of post-acute ancillary services businesses. They 
identified an off-market opportunity to expand into the 
adjacent market of Shreveport, Louisiana, by acquiring eight 
properties and their related ancillary services. We provided 
them with $210 million of “one-stop shop” financing: a 
$190 million triple-net lease on the real estate and a $20 
million fully amortizing term loan to acquire the operating 
businesses. Our longstanding relationship and nimble 
deal structuring enabled Senior Care Centers to seize this 
compelling growth opportunity.
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“One of the most important strategic 
relationships that we have at Senior Care 

Centers is our partnership with CCP. Working 
with trusted partners such as CCP — a firm not 

only solely focused on, and a real expert in, 
the post-acute space, but also one that aligns 
well with our values-driven business principles 

— has allowed Senior Care Centers to 
experience a tremendous amount of growth 

in a very short period of time.”

Mark McKenzie, President
Senior Care Centers
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2. MIGRATE TO A PERMANENT 
    CAPITAL STRUCTURE 

One of our top strategic priorities is to take advantage of 
favorable financing conditions to implement a permanent 
financing structure consisting of long-term fixed rate 
unsecured debt with staggered maturities. Prior to our spin-off 
from Ventas, our company had no debt. In order to execute 
the spin-off and provide liquidity for working capital and 
investments, we put in place a $2 billion floating rate bank 
facility, comprised of a $600 million two-year term loan, $800 
million five-year term loan and a $600 million revolving line of 
credit. Our assets have fixed revenue streams from long-term 
lease contracts. Consequently, as market conditions allow, we 
intend to match fund our assets by fixing rates and extending 
maturities on a majority of our floating rate bank debt in 
2016. Longer term fixed rate financing is more expensive 
than shorter term floating rate debt, and our interest expense 
will increase significantly, but we believe it is prudent risk 
management to have a capital structure in which the duration 
of our liabilities matches that of our assets.

To accomplish this goal, we plan to utilize multiple financing 
sources, including bonds, bank debt, private placements and 
secured mortgages. We’ve already made significant progress 

in the first few months of 2016. In January, we repaid $200 
million of our two-year term loan with a seven-year term loan 
that we swapped to a fixed rate. We also entered into a fixed 
rate swap agreement on $400 million of our five-year term 
loan. As a result of these transactions, we will have converted 
over 40 percent of our floating rate term loans to fixed rate 
and extended our average maturity. So, we have already 
made excellent progress, and we will continue to act with a 
sense of urgency and purpose to put in place our permanent  
capital structure.

3. ACTIVELY MANAGE THE PORTFOLIO

At the spin-off, we inherited a portfolio of 355 properties 
with 41 operators. As of December 31, 2015, the portfolio 
was diversified across 36 states with no operator 
accounting for more than 16 percent of our net operating 
income. We have a good stable of top operators and 
market-based portfolio-wide EBITDAR coverage at 
1.4x. And we have generally well-structured leases, 
many of which have performance covenants, collateral 
enhancements and guarantees. While this is not the 
portfolio we might have built from the ground up, we 
started with a pretty good hand.      
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High-Performing and Diverse Portfolio

358
PROPERTIES

39
OPERATORS

36
STATES

Portfolio information as of December 31, 2015.



Improving Our Portfolio through Redevelopment

18
PROJECTS UNDERWAY

$115M
TOTAL INVESTMENT

7-9%
YIELDS
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While we think our assets provide a solid foundation, there 
are certainly opportunities to improve the portfolio. Since 
the spin-off, we have been developing a three-pronged 
proactive portfolio optimization strategy that is focused on: 

• investing capital with our strong operators to redevelop
   our assets and enhance their competitiveness;
• repositioning our assets with operators who are best
   situated to win in their markets; and
• disposing of non-strategic assets. 
 
Redevelopment represents a significant opportunity to 
invest additional capital in our portfolio at attractive returns, 
which is a “win-win” for us and our tenants, as it improves 
the performance of our assets, increases the coverage 
and value of our portfolio and makes our operators more 
profitable. We currently have approximately 18 projects 
approved or underway, accounting for over $115 million 
of investment at yields between seven and nine percent. 
These projects range from smaller building refreshes to 
adding transitional care units or rehab gyms, to ground-up 
development of replacement facilities. In the next several 
years, we will accelerate the redevelopment activities in our 
portfolio, positioning our assets to succeed in their markets 
and benefit from the dramatic demographic growth that is 
projected in the beginning of the next decade.

The significant changes expected to occur in the skilled 
nursing market over the next several years could impact 
some of our operators who are unable to make the 
necessary strategic adjustments. We are proactively 
identifying these tenants and working with them to 
consolidate our assets with stronger, more strategically 
positioned operators.  

A good example of our proactive portfolio management 
is the repositioning of our 18-property Elmcroft skilled 
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nursing portfolio with our second largest relationship, 
Signature HealthCARE. The performance of the Elmcroft 
portfolio was stable, but the assets were less competitive 
in their markets and Elmcroft was not investing in the 
ancillary services businesses or technology platforms. 
We recognized an opportunity to enhance the long-term 
value of the portfolio by repositioning the assets with 
Signature HealthCARE at the same rent and investing 
additional capital at a return to improve the performance 
of the assets. This transaction enabled Signature to gain 
scale in the state of Kentucky, expand its ancillary services 
businesses to the Elmcroft properties and improve 
the operations and profitability of our portfolio. These 
outcomes were possible because we were forward 
thinking, relationship focused and proactive. 

While our goal is to reposition the assets and improve 
the tenant quality without reducing the rent, in some 
situations, we may not be able to re-lease our properties 
at the same rent and our near-term cash flow may decline. 
However, we will build more reliable cash flows and long-
term value if we concentrate our portfolio with the best 
regional operators who will be the winners in their markets.

Finally, in 2016, we plan to take advantage of relatively 
favorable market conditions to dispose of non-strategic 
assets. We will look to exit properties that are no longer 
competitive or where we think value has peaked. We 
intend to recycle the proceeds of any dispositions 
into newer, more competitive assets with strong, well-
positioned operators. Some of these dispositions may 
be dilutive in the short term, as the value we receive will 
likely be less than the rate at which we can reinvest in 
most circumstances. However, we expect them to be 
accretive in the long term, as we upgrade the quality of  
our assets and our operators and improve the growth  
and reliability of our cash flows over time.

“The experienced CCP team has been a key strategic 

capital partner for HMG Healthcare as well as an integral 

part of our growth and success.”

Laurence Daspit, Chief Financial Officer

HMG Healthcare

“



4. BUILD OUT OUR PLATFORM

When we spun off from Ventas, we started with a strong 
platform. We have an experienced management team 
with a track record of success. We have a standalone IT 
environment with our own enterprise management and 
asset management systems. The processes and tools 
that we used to manage this portfolio when we were part 
of Ventas came along with us to CCP. In addition, we 
entered into a one-year transition services agreement with 
Ventas to provide for certain support functions, primarily 
accounting, tax and information systems, that we did not 
have in place at the spin-off. 

For 2016, it is a strategic priority to complete the  
build-out of our people, processes, systems and tools. 
We have already added critical resources in acquisitions, 
accounting, tax and information systems. We moved into 
our own space in February and are well on track to  
unplug from the transition services agreement before 
it expires in August of this year. We have designed our 
platform to be lean, efficient and scalable, and we expect 
to be able to leverage our infrastructure as we grow and 
diversify our portfolio.  

LOOKING FORWARD 

Care Capital Properties is already off to a terrific start. 
2016 will be the year that we lay our foundation for 
success, as we execute on our four strategic priorities of 
making value-enhancing investments, migrating to our 
permanent capital structure, optimizing our portfolio and 
building out our platform and infrastructure. As we look 
forward to the future, the skilled nursing market will be 
dynamic and changing and will create opportunities and 
challenges for us and for our operators. We have to be 
focused, nimble and proactive to successfully navigate 
these changes and take advantage of the opportunities 
that they will provide. I am confident that with our 
experienced management team, industry focus and 
strong balance sheet, we have the expertise, strategy and 
resources necessary to compete and win.    

We thank you for your continued support, and we look 
forward to sharing our progress with you as we continue 
our quest to make CCP the leading capital provider to the 
skilled nursing industry and to build a different kind of REIT.

Sincerely,

Raymond J. Lewis
Chief Executive Officer

March 31, 2016

9



10

Non-GAAP Financial Information
Funds From Operations (FFO) and Funds Available for Distribution (FAD)1

Dollars in thousands, except per share amounts

Net income attributable to CCP

Net income attributable to CCP per share

Adjustments:

Real estate depreciation and amortization

Real estate depreciation related to noncontrolling interests

Impairment on real estate investments

(Gain) loss on real estate dispositions

Subtotal: FFO add-backs

Subtotal: FFO add-backs per share

FFO (NAREIT) attributable to CCP

FFO (NAREIT) attributable to CCP per share

Adjustments:

Income tax expense

Stock-based compensation expense associated with spin-related 

conversion of awards

Transition services fee expense

Merger-related expenses and deal costs

Initial debt rating agency costs

Amortization of other intangibles

Initial stock exchange fee

Non-recurring non-cash adjustment

Subtotal: normalized FFO add-backs

Subtotal: normalized FFO add-backs per share

Normalized FFO attributable to CCP

Normalized FFO attributable to CCP per share

Non-cash items included in normalized FFO:

Amortization of above and below market lease intangibles, net

Accretion of direct financing lease

Other amortization

Straight-lining of rental income, net

Other adjustments:

Capital expenditures

Stock-based compensation

Merger-related expenses and deal costs

Normalized FAD attributable to CCP

Normalized FAD attributable to CCP per share

Weighted average diluted shares

For the Three Months 
Ended December 31,

For the Year
Ended December 31, 
 

    2015

 31,796 

  0.38 

30,875 

 (68)

 6,491 

 224 

 37,522 

 0.45 

69,318 

0.83 

(86)

 

— 

 602 

 1,608 

 — 

 172 

 236 

 (1,003)

 1,529 

 0.02 

70,847 

 0.85 

(2,133)

 (355)

 (17)

 (38)

 (2,235)

 848 

 (531)

66,386 

 0.79 

 83,612

    2014

 37,421 

 0.45 

14,016 

 (106)

 8,769 

 — 

 22,679 

0.27 

 60,100 

 0.72 

— 

 

— 

 — 

 583 

 — 

 — 

 — 

 — 

 583 

 0.01 

 60,683 

 0.73 

(2,414)

 (317)

 (21)

 (52)

 (2,913)

 — 

 (583)

 54,383 

 0.65 

 83,658

1. Totals and per share amounts may not add due to rounding.        
       
“Historical cost accounting for real estate assets implicitly assumes that the value of real estate assets diminishes predictably over time. However, since real estate values have historically risen or fallen with market conditions, many industry 
investors deem presentations of operating results for real estate companies that use historical cost accounting to be insufficient by themselves. For that reason, CCP considers FFO, normalized FFO and normalized FAD to be appropriate 
measures of operating performance of an equity REIT. In particular, CCP believes that normalized FFO is useful because it allows investors, analysts and CCP management to compare CCP’s operating performance to the operating 
performance of other real estate companies and between periods on a consistent basis without having to account for differences caused by unanticipated items and other events such as transactions.    
 
NAREIT defines FFO as net income (computed in accordance with GAAP), excluding gains (or losses) from sales of real estate property and impairment write-downs of depreciable real estate, plus real estate depreciation and amortization, 
and after adjustments for joint ventures. Adjustments for joint ventures will be calculated to reflect FFO on the same basis. CCP defines normalized FFO as FFO excluding income taxes, stock-based compensation expense associated with 
the spin-related conversion of awards, transition services fee expense, merger-related expenses and deal costs, initial debt rating agency costs and initial stock exchange fee and amortization of other intangibles (which may be recurring in 
nature).  Normalized FAD represents normalized FFO excluding amortization of above and below market lease intangibles, accretion of direct financing lease, other amortization, straight-line rental adjustments, non-revenue enhancing capital 
expenditures and stock-based compensation, but including merger-related expenses and deal costs.          
  
FFO, normalized FFO and normalized FAD presented herein may not be comparable to similar measures presented by other real estate companies due to the fact that not all real estate companies use the same definitions. FFO, normalized 
FFO and normalized FAD should not be considered as alternatives to net income (determined in accordance with GAAP) as indicators of CCP’s financial performance or as alternatives to cash flow from operating activities (determined in 
accordance with GAAP) as measures of CCP’s liquidity, nor are they necessarily indicative of sufficient cash flow to fund all of CCP’s needs. CCP believes that in order to facilitate a clear understanding of the consolidated historical operating 
results of CCP, FFO, normalized FFO and normalized FAD should be examined in conjunction with net income attributable to CCP.       

     2015

 143,166 

 1.71 

111,242 

 (270)

 23,139 

 (632)

 133,479 

 1.60 

 276,645 

 3.31 

938 

 

542 

 895 

 6,354 

 477 

 261 

 236 

 — 

 9,703 

0.12 

 286,348 

 3.42 

(8,968)

 (1,351)

 (298)

 (163)

 (15,888)

 2,647 

 (5,277)

 257,050 

 3.07 

 83,607

    2014

157,595 

 1.88 

91,199 

 (427)

 8,769 

 61 

 99,602 

 1.19 

 257,197 

 3.07 

 — 

 

— 

 — 

 1,547 

 — 

 — 

 — 

 — 

 1,547 

 0.02 

 258,744 

 3.09 

(11,184)

 (1,207)

 36 

 (294)

 (8,529)

 — 

 (1,547)

 236,019 

 2.82 

 83,658
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Care Capital Properties

191 North Wacker Drive
Suite 1200
Chicago, Illinois 60606

carecapitalproperties.com

Care Capital Properties, Inc. is a healthcare real estate 
investment trust with a diversified portfolio of triple-net leased 
properties, focused on the post-acute sector. Our skilled 
management team is fully invested in delivering excellent 
returns by forging strong relationships with shareholders, 
operators and employees.
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Investor Information

ANNUAL MEETING

The Annual Meeting of Stockholders will convene on May 10, 

2016, at 9:00 a.m. local (Central) time at 191 North Wacker 

Drive, Conference Center (Suite 875), Chicago, IL 60606.

STOCK INFORMATION

Care Capital Properties, Inc. is traded on the NYSE under 

the ticker symbol “CCP.” As of March 14, 2016, Care Capital 

Properties had 83.9 million shares outstanding.

TRANSFER AGENT AND REGISTRAR

Wells Fargo Shareowner Services

P.O. Box 64874

St. Paul, MN 55164

800.468.9716

Shareowneronline.com

INDEPENDENT AUDITORS

KPMG LLP

INFORMATION

Copies of our 2015 Form 10-K and other filings with the 

Securities and Exchange Commission may be obtained 

without charge by contacting our corporate office or through 

our website at carecapitalproperties.com.


