UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2023
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 001-38530

Essential Properties Realty Trust, Inc.
(Exact name of Registrant as specified in its Charter)

Maryland 82-4005693
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

902 Carnegie Center Blvd., Suite 520
Princeton, New Jersey 08540

(Address of Principal Executive Offices) (Zip Code)

Registrants telephone number, including area code: (609) 436-0619

Securities registered pursuant to Section 12(b) of the Act:

Name of Each Exchange on Which
Title of Each Class Trading Symbol(s) Registered

Common Stock, $0.01 par value EPRT New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes X No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for
such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes X No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter)
during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes K No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth company. See the
definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company, “and "emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer

Non-accelerated filer O Smaller reporting company

Emerging growth company
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting
standards provided pursuant to Section 13(a) of the Exchange Act. O

Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control over financial reporting under
Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report. Yes X No O

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing reflect the correction of an error to
previously issued financial statements. O

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any of the registrant’s executive
officers during the relevant recovery period pursuant to §240.10D-1(b). O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No

As of June 30, 2023 (the last business day of the registrant's most recently completed second fiscal quarter), the aggregate market value of the registrant's shares of common stock, $0.01 par
value, held by non-affiliates of the registrant, was $3.6 billion based on the last reported sale price of $23.54 per share on the New York Stock Exchange on June 30, 2023.

The number of shares of the registrant's Common Stock outstanding as of February 14, 2024 was 166,102,747
Documents Incorporated by Reference

Portions of the Definitive Proxy Statement for the registrant's 2024 Annual Meeting of Stockholders are incorporated by reference into Part Il of this report. The registrant expects to file such
proxy statement within 120 days after the end of its fiscal year.




PART |
ltem 1.
ltem 1A.
ltem 1B.
Iltem 1C.
ltem 2.
ltem 3.
ltem 4.

PART Il
ltem 5.
ltem 6.
ltem 7.
ltem 7A.
ltem 8.
ltem 9.
Iltem 9A.
Iltem 9B.
ltem 9C.

PART Il
Iltem 10.
ltem 11.
ltem 12.
ltem 13.
ltem 14.

PART IV
Item 15.
Item 16.

Table of Contents

Business

Risk Factors

Unresolved Staff Comments
Cybersecurity,

Properties

Legal Proceedings

Mine Safety Disclosures

Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

[Reserved]

Management's Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk

Financial Statements and Supplementary Data

Changes in and Disagreements with Accountants on Accounting_and Financial Disclosure
Controls and Procedures

Other Information

Disclosure Regarding_Foreign Jurisdictions that Prevent Inspections

Directors, Executive Officers and Corporate Governance

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
Certain Relationships and Related Transactions, and Director Independence

Principal Accounting Fees and Services

Exhibits, Financial Statement Schedules
Form 10-K Summary,

Signatures

Schedules

Page

B W W [ |
SR BIE IR -

S IRBIEG R I

—

—
o
oo

—
o
(0]

—
(=3
Co

—
o
©

—
o
©

—
(=3
©

—
o
©

—
o
©

=y
—
o

—
—
N

—
—
(98]

X
—



PART |

In this Annual Report, we refer to Essential Properties Realty Trust, Inc., a Maryland corporation, together with its consolidated
subsidiaries, including, Essential Properties, L.P., a Delaware limited partnership and its operating partnership (the "Operating Partnership”), as

[

we,

"o

us,

"n

‘our" or "the Company" unless we specifically state otherwise or the context otherwise requires.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933, as amended (the
"Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended (the "Exchange Act"). In particular, statements pertaining
to our business and growth strategies, investment, financing and leasing activities and trends in our business, including trends in the market for
long-term, net leases of freestanding, single-tenant properties, contain forward-looking statements. When used in this report, the words
"estimate," "anticipate," "expect," "believe," "intend," "may," "will," "should," "seek," "approximately" and "plan," and variations of such words, and
similar words or phrases, that are predictions of future events or trends and that do not relate solely to historical matters, are intended to identify
forward-looking statements. You can also identify forward-looking statements by discussions of strategy, plans, beliefs or intentions of
management.

Forward-looking statements involve known and unknown risks and uncertainties that may cause our actual results, performance or
achievements to be materially different from the results of operations or plans expressed or implied by such forward-looking statements;
accordingly, you should not rely on forward-looking statements as predictions of future events. Forward-looking statements depend on
assumptions, data or methods that may be incorrect or imprecise, and may not be realized. We do not guarantee that the transactions and
events described will happen as described (or that they will happen at all). The following factors, among others, could cause actual results and
future events to differ materially from those set forth or contemplated in the forward-looking statements:

* general business and economic conditions;

» risks inherent in the real estate business, including tenant defaults or bankruptcies, illiquidity of real estate investments, fluctuations in real
estate values and the general economic climate in local markets, competition for tenants in such markets, potential liability relating to
environmental matters and potential damages from natural disasters;

» the performance and financial condition of our tenants;

+ the availability of suitable properties to acquire and our ability to acquire and lease those properties on favorable terms;

* our ability to renew leases, lease vacant space or re-lease space as existing leases expire or are terminated;

» volatility and uncertainty in financial markets, in particular the equity and credit markets, fluctuations in the Consumer Price Index ("CPI"),
and the impact of inflation on us and our tenants;

» the degree and nature of our competition;

» our failure to generate sufficient cash flows to service our outstanding indebtedness;

* our ability to access debt and equity capital on attractive terms;

+ fluctuating interest rates;

+ availability of qualified personnel and our ability to retain our key management personnel;
» changes in, or the failure or inability to comply with, applicable law or regulation;

» our failure to continue to qualify for taxation as a real estate investment trust ("REIT");

» changes in the U.S. tax law and other U.S. laws, whether or not specific to REITs; and



+ additional factors discussed in the sections entitled "Business," "Risk Factors" and "Management's Discussion and Analysis of Financial
Condition and Results of Operations" in this Annual Report.

You are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date of this report. While
forward-looking statements reflect our good faith beliefs, they are not guarantees of future events or of our performance. We disclaim any
obligation to publicly update or revise any forward-looking statement to reflect changes in underlying assumptions or factors, new information,
data or methods, future events or other changes, except as required by law.

Because we operate in a highly competitive and rapidly changing environment, new risks emerge from time to time, and it is not possible
for management to predict all such risks, nor can management assess the impact of all such risks on our business or the extent to which any

risk, or combination of risks, may cause actual results to differ materially from those contained in any forward-looking statements. Given these
risks and uncertainties, investors should not place undue reliance on forward-looking statements as a prediction of actual events or results.

Summary Risk Factors

Our business is subject to a number of risks that could materially and adversely impact our financial condition, results of operations, cash
flows and liquidity, prospects, the market price of our common stock and our ability to, among other things, service our debt and to make
distributions to our stockholders. The following risks, which, together with other material risks that are discussed more fully herein under “Risk
Factors,” are the principal factors that make an investment in our company speculative or risky:

» adverse changes in the U.S., global and local markets and related economic conditions;

» the failure of our tenants to successfully operate their businesses, or tenant defaults, bankruptcies or insolvencies;

» defaults by borrowers on our mortgage loans receivable;

* aninability to identify and complete investments in suitable properties or yield the returns we seek with future investments;
* an inability to access debt and equity capital on commercially acceptable terms or at all;

» adecline in the fair value of our real estate assets;

» geographic, industry and tenant concentrations that reduce the diversity of our portfolio;

» areduction in the willingness or ability of consumers to physically patronize or use their discretionary income in the businesses of our
tenants and potential tenants;

» our significant indebtedness, which requires substantial cash flow to service, subjects us to covenants and exposes us to refinancing risk
and the risk of default; and

» failure to continue to qualify for taxation as a REIT.

Item 1. Business.

We are an internally managed real estate company that acquires, owns and manages primarily single-tenant properties that are net leased
on a long-term basis to middle-market companies operating service-oriented or experience-based businesses. We have assembled a diversified
portfolio using a disciplined strategy that focuses on properties leased to tenants in businesses including, but not limited to,:

« Automotive services,
e Car washes,

« Convenience stores,



+ Early childhood education,

*  Entertainment,

+ Equipment rental and sales,

+ Grocery,

* Health and fitness,

e Industrial,

* Medical and dental services, and

* Restaurants (primarily quick service restaurants and casual dining).

We believe that, in general, properties leased to tenants in these businesses and similar businesses are essential to the generation of the
tenants' sales and profits. We also believe that these businesses have favorable growth potential and, because of their nature, they are more
insulated from e-commerce pressure than many other businesses.

We completed our initial public offering in June 2018 and we qualified to be taxed as a REIT beginning with our taxable year ended
December 31, 2018. As of December 31, 2023, 92.9% of our total annualized base rent of $364.8 million was attributable to properties operated
by tenants in service-oriented and experience-based businesses. "Annualized base rent" means annualized contractually specified cash base
rent in effect on December 31, 2023 for all of our leases (including those accounted for as loans or direct financing leases) commenced as of
that date and annualized cash interest on our mortgage loans receivable as of that date.

Our primary business objective is to maximize stockholder value by generating attractive risk-adjusted returns through owning, managing
and growing a diversified portfolio of commercially desirable properties. We have grown significantly since commencing our operations and
investment activities in June 2016. As of December 31, 2023, our portfolio consisted of 1,873 properties, inclusive of 136 properties which
secure our investments in mortgage loans receivable. Our portfolio was built based on the following core investment attributes:

Diversified Portfolio. Our goal is that, over time, no more than 5% of our annualized base rent will be derived from any single-tenant or
more than 1% from any single property. As of December 31, 2023, our portfolio was 99.8% occupied by 374 tenants operating 588 different
concepts (i.e., generally brands) in 16 industries across 48 states, with none of our tenants contributing more than 3.8% of our annualized base
rent.

Long Lease Term. Our properties generally are subject to long-term net leases that we believe provide us a stable base of revenue from
which to grow our portfolio. As of December 31, 2023, our leases had a weighted average remaining lease term of 14.0 years (based on
annualized base rent), with only 4.7% of our annualized base rent attributable to leases expiring prior to January 1, 2029.

Significant Use of Master Leases. As of December 31, 2023, 65.7% of our annualized base rent was attributable to master leases. A
master lease is a single lease pursuant to which multiple properties are leased to a single operator/tenant on a unitary (i.e., “all or none”) basis.
The master lease structure spreads our investment risk across multiple properties, and we believe it reduces our exposure to operating and
renewal risk at any one property, and promotes efficient asset management. We seek to acquire properties owned and operated by middle-
market businesses and lease the properties back to the operators pursuant to our standard lease form. For the year ended December 31, 2023,
68% of our investments (weighted by annualized base rent) were in a master lease structure.

Significant Use of Sale-Leaseback Structure. Because the focus of our investment strategy is on middle-market and smaller operators,
our investment in their real estate operating assets is typically either the first time the real estate has transacted, or we are the capital provider
for the portion of a merger/acquisition transaction with another operator involving the real estate properties. The structure of these transactions,
which represent the majority of our investment activity, involves our acquisition of the property and then the leasing back of the property to the
operator of the real estate, a sale-leaseback structure. Among the benefits of executing the sale-leaseback



structure is that we use a standard lease form that we structured, and which includes terms favorable to us, including the requirement for the
operator to provide us with unit-level and, in some instances, corporate level financial statements on a quarterly basis, in arrears. For the year
ended December 31, 2023, 98.8% of our investments (weighted by annualized base rent) were through the sale-leaseback structure.

Contractual Base Rent Escalation. As of December 31, 2023, 98.7% of our leases (based on annualized base rent) provided for
increases in future base rent at a weighted average rate of 1.7% per year. Fixed rent escalation provisions provide contractually-specified
incremental increases in the yield on our investments, provide a degree of protection from inflation or a rising interest rate environment, and
provide our tenants with predictability and stability in managing their operating expenses.

Smaller, Low Basis Single-Tenant Properties. We generally invest in freestanding "small-box" single-tenant properties. As of
December 31, 2023, our average investment per property was $2.7 million (which equals our aggregate investment in our properties (including
transaction costs, lease incentives and amounts funded for construction in progress) divided by the number of properties owned at such date).
We believe that investing in smaller more granular assets provides us with an element of risk mitigation with regard to credit risk, real estate risk,
and the risk associated with the applicable lease, and allows us to not have large concentrations of our capital allocated to any single asset. This
should provide us with an ability to limit our exposure to events that may adversely affect a particular property. Because of the smaller
investment size of individual investments, we believe we benefit from our properties being fungible in terms of the alternative commercial uses
that could be operated at any given property we own. This also reduces the risk that the particular property might become obsolete and
enhances our ability to sell a property if we choose to do so, in part to alleviate credit risk.

Healthy Rent Coverage Ratio and Tenant Financial Reporting. As of December 31, 2023, our portfolio's weighted average rent
coverage ratio was 3.8x, and 98.8% of our leases (based on annualized base rent) obligate the tenant to periodically provide us with specified
unit-level financial reporting. "Rent coverage ratio" means, as of a specified date, the ratio of (x) tenant-reported or, when unavailable,
management's estimate (based on tenant-reported financial information) of annual earnings before interest, taxes, depreciation, amortization
and cash rent attributable to the leased property (or properties, in the case of a master lease) to (y) the annualized base rental obligation. The
benefits of receiving periodic unit-level and, in some instances, corporate-level financial reporting is that we can assess the ongoing operating
effectiveness of a particular property and utilize that information to make informed decisions regarding credit risk. In addition, the financial
reporting we receive from out tenants provides us with an expansive data set from which to underwrite new investments for properties in similar
industries or operating platforms.

2023 Financial and Operating Highlights

«  During 2023, we completed $1.0 billion of investments in 293 properties, including $13.1 million in newly originated mortgage loans
receivable secured by 2 properties.

« As of December 31, 2023, our total gross investment in real estate was $4.9 billion and we had total debt of $1.7 billion.

«  During 2023, our Board of Directors ("Board") declared quarterly distributions for the year ended December 31, 2023 that totaled $1.12 per
share of common stock.

* In February 2023, we completed, on a forward basis, a primary underwritten public follow-on offering of 8,855,000 shares of our common
stock, including 1,155,000 shares of common stock purchased by the underwriters pursuant to an option to purchase additional shares, at
a public offering price of $24.60 per share. Net proceeds, after settlement of the related forward sale agreements, were $209.3 million.

» In September 2023, we completed, on a forward basis, a primary underwritten public follow-on offering of 12,006,000 shares of our
common stock, including 1,566,000 shares of common stock purchased by the underwriters pursuant to an option to purchase additional
shares, at a public offering price of $23.00 per share. Net proceeds, after settlement of the related forward sale agreements, are expected
to be $263.4 million.



» During 2023, we sold 5,931,654 shares of our common stock under the ATM Program (as defined herein) at a weighted average price per
share of $24.48 for gross proceeds of $145.2 million, including 1,937,450 shares sold on a forward basis that have not been physically
settled for cash as of December 31, 2023.

. As of December 31, 2023, our liquidity totaled $779.6 million, which includes $49.0 million of cash and cash equivalents and restricted
cash, $130.6 million available upon settlement of our outstanding forward equity contracts and $600.0 million of availability under our
revolving credit facility.

Our Target Market

We are an active investor in single-tenant, net leased commercial real estate. The properties we target for investment are generally
freestanding commercial real estate facilities in which a single middle-market tenant conducts activities that are essential to the generation of its
sales and profits. We believe that this market is underserved, from a capital perspective, and therefore offers attractive risk-adjusted investment
returns.

Within this market, we focus our investment activities on properties leased to tenants engaged in a targeted set of 13 service-oriented or
experience-based businesses. We believe that operating properties in these 13 industries are the essential venues through which these
businesses transact with their customers, and therefore that such properties and businesses are generally more insulated from the competitive
pressure of e-commerce than many other businesses where significant activity can take place online.

We define middle-market companies as regional and national operators with between 10 and 250 locations and $20 million to $1 billion in
annual revenue, and we also opportunistically invest in properties leased to smaller companies, which we define as regional or local operators
with fewer than 10 locations and less than $20 million in annual revenue. Although it is not our primary investment focus, we will opportunistically
consider investing in properties leased to larger companies. While the creditworthiness of most of our targeted tenants is not rated by a
nationally recognized statistical rating organization, we seek to invest in properties leased to companies in our targeted middle-market that we
determine have attractive credit characteristics and stable operating histories.

Despite the size of the overall commercial retail real estate market, the market for single-tenant, net leased commercial real estate is
highly fragmented. In particular, we believe that there is a limited number of participants addressing the long-term capital needs of unrated
middle-market and smaller companies. We believe that many publicly traded REITs that invest in net leased properties concentrate their
investment activity in properties leased to tenants whose creditworthiness has been rated by a nationally recognized statistical rating
organization, which tend to be larger and often publicly traded organizations, with the result that unrated, middle-market and smaller companies
are relatively underserved and offer us an opportunity to make investments with attractive risk-adjusted return potential.

Furthermore, we believe that there is strong demand for our net-lease capital solutions among middle-market and smaller companies that
own commercial real estate, in part, due to the bank regulatory environment, which, since the turmoil in the housing and mortgage industries
from 2007-2009, has generally been characterized by increased scrutiny and regulation. We believe that this environment has made commercial
banks less responsive to the long-term capital needs of unrated middle-market and smaller companies, many of which have historically
depended on commercial banks for their financing. Accordingly, we see an attractive opportunity to address capital needs of these companies by
offering them an efficient alternative for financing their real estate versus accessing traditional mortgage or bank debt and/or using their own
equity.

As a result, while we believe our net-lease financing solutions may be attractive to a wide variety of companies, we believe our most
attractive opportunity is owning properties net leased to middle-market and smaller companies that are generally unrated and have less access
to efficient sources of long-term capital than larger, credit-rated companies.

Our Competitive Strengths

We believe the following competitive strengths distinguish us from our competitors and allow us to compete effectively in the single-
tenant, net-lease market:

» Carefully Constructed Portfolio of Properties Leased to Service-Oriented or Experience-Based Tenants. \We have strategically
constructed a portfolio that is diversified by tenant, industry, concept and



geography and generally avoids exposure to businesses that we believe are subject to pressure from e-commerce. Our properties are
generally subject to long-term net leases that we believe provide us with a stable and predictable base of revenue from which to grow our
portfolio. As of December 31, 2023, our portfolio consisted of 1,873 properties, with total annualized base rent of $364.8 million, which was
purposefully selected by our management team in accordance with our focused and disciplined investment strategy. Our diversified
portfolio is comprised of 374 tenants operating 588 different concepts across 48 states and in 16 distinct industries. No single tenant
contributed more than 3.8% of our annualized base rent as of December 31, 2023, consistent with our strategy of having a scaled portfolio
that, over time, allows us to derive no more than 5.0% of our annualized base rent from any single-tenant or more than 1.0% from any
single property.

We believe that our portfolio's diversity and the rigorous underwriting process we utilize decreases the impact on us of an adverse event
affecting an individual tenant, industry or region. Our focus on leasing to tenants in industries where the operator's properties are essential
to generating their revenues and profits (and that we believe are well-positioned to withstand competition from e-commerce businesses)
increases the stability and predictability of our rental revenue.

Differentiated Investment Strategy. We seek to acquire and lease freestanding, single-tenant commercial real estate properties where
a tenant engages with or services its customers and conducts activities at the property that are essential to the generation of its sales and
profits. We primarily seek to invest in properties leased to middle-market companies that we determine have attractive credit
characteristics and stable operating histories. We believe middle-market companies are underserved from a capital perspective and that
we can offer them attractive real estate financing solutions while allowing us to enter into leases that provide us with stable cash flows and
attractive risk-adjusted returns. Furthermore, the properties we invest in with middle-market companies typically are smaller assets, in
terms of square footage. As a result, our average size investment of $2.7 million as of December 31, 2023 provides a level of diversity in
our portfolio, in that we do not have oversized amounts of capital attributable to any individual property. Our differentiated strategy benefits
from us maintaining a close relationship with our existing tenants, allowing us to source additional investments from these tenants and
establishing a position as a preferred capital provider, helping our tenants grow their businesses and address their real estate needs.

Disciplined Underwriting Leading to Strong Portfolio Characteristics. \We generally seek to invest in single assets or portfolios of
assets through transactions which range in aggregate purchase price from $2 million to $100 million. Our focus on investing in properties
operated by middle market and smaller operators provides us with what we believe is a large addressable market of investment
opportunities, one in which our tenants are largely undeserved from a capital perspective. In addition, because we invest in smaller sized,
more granular properties, our assets are more fungible in that the properties typically are more commercially desirable given their smaller
footprint, and as such there are more potential tenants that could operate in the property were we to need to re-tenant for any reason. As
of December 31, 2023:

» Our leases had a weighted average remaining lease term (based on annualized base rent) of 14.0 years, with only 4.7% of our
annualized base rent attributable to leases expiring prior to January 1, 2029;

* Master leases contributed 65.7% of our annualized base rent;

« Our portfolio's weighted average rent coverage ratio was 3.8x, with leases contributing 73.2% of our annualized base rent having rent
coverage ratios in excess of 2.0x (excluding leases that do not report unit-level financial information);

*  Our portfolio was 99.8% occupied;

» Leases contributing 98.7% of our annualized base rent provide for increases in future annual base rent that generally range from 1.0%
to 4.0% annually, with a weighted average annual escalation equal to 1.7% of base rent; and

» Leases contributing 95.9% of annualized base rent were triple-net.

Growth-Oriented Balance Sheet Scalable Infrastructure. We believe our financial position, liquidity and existing operating
infrastructure are supportive of our external growth strategy. As of December 31, 2023, our



total liquidity was $779.6 million, including $49.0 million of cash and cash equivalents and restricted cash, $130.6 million available upon
settlement of our outstanding forward equity contracts, and $600.0 million of availability under our senior unsecured revolving credit facility
that matures in February 2026.

As of December 31, 2023, we had $1.7 billion of gross debt outstanding, with a weighted average maturity of 4.9 years, and net debt of
$1.6 billion. For the year ended December 31, 2023, our net income was $191.4 million, our EBITDAre was $324.2 million and our
Annualized Adjusted EBITDAre was $374.6 million. Our ratio of net debt to Annualized Adjusted EBITDAre was 4.4x as of December 31,
2023. Net debt, EBITDAre and Annualized Adjusted EBITDAre are non-GAAP financial measures. For definitions of net debt, EBITDAre
and Annualized Adjusted EBITDAre, reconciliations of these measures to total debt and net income, respectively, the most directly
comparable financial measures calculated in accordance with accounting principles generally accepted in the United States ("GAAP"), and
a statement of why our management believes the presentation of these non-GAAP financial measures provide useful information to
investors and a discussion of how management uses these measures, see "ltem 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations'—Non-GAAP Financial Measures."

We also maintain an ATM Program and, as of December 31, 2023, we had the ability to sell additional common stock thereunder with an
aggregate gross sales price of up to $279.4 million. We have $130.6 million of unsettled forward equity as of December 31, 2023,
including $83.7 million sold through our equity offering completed in September 2023 and $46.9 million sold on a forward basis under our
ATM program in the fourth quarter of 2023 and early 2024.

» Experienced and Proven Management Team. Our senior management has significant experience in the net lease industry and a track
record of growing net lease businesses to significant scale.

Our senior management team has been responsible for our focused and disciplined investment strategy and for developing and
implementing our investment sourcing, underwriting, closing and asset management infrastructure, which we believe can support
significant investment growth without a proportionate increase in our operating expenses. During the year ended December 31, 2023,
98.8% of our new investments in real estate were attributable to internally originated sale-leaseback transactions and 85.1% of our new
investments were consummated with parties who had previously engaged in one or more transactions that involved a member of our
senior management team (including operators and tenants and other participants in the net lease industry, such as brokers, intermediaries
and financing sources). The substantial experience, knowledge and relationships of our senior leadership team provide us with an
extensive network of contacts that we believe allows us to originate attractive investment opportunities and effectively grow our business.

» Scalable Platform Allows for Significant Growth. Building on our senior leadership team's experience in net lease real estate
investing, we have developed leading origination, underwriting, financing, and property management capabilities. We believe our platform
is scalable, and we consistently seek to leverage our capabilities to improve our efficiency and processes to continue to seek attractive
risk-adjusted growth. While we expect that our general and administrative expenses could increase as our portfolio grows, we expect that
such expenses as a percentage of our portfolio and our revenues will decrease over time due to efficiencies and economies of scale.
During the years ended December 31, 2023, 2022 and 2021, we invested in properties with aggregate investment values of $1.0 billion,
$937.4 million and $974.0 million, respectively.

+ Extensive Tenant Financial Reporting Supports Active Asset Management. We seek to enter into leases that obligate our tenants to
periodically provide us with corporate and/or unit-level financial reporting, which we believe enhances our ability to actively monitor our
investments, actively evaluate credit risk, negotiate lease renewals and proactively manage our portfolio to protect stockholder value. As of
December 31, 2023, leases contributing 98.8% of our annualized base rent required tenants to provide us with specified unit-level financial
information.

Our Business and Growth Strategies

Our primary business objective is to maximize stockholder value by generating attractive risk-adjusted returns through owning, managing
and growing a diversified portfolio of commercially desirable net lease properties. We intend to pursue our objective through the following
business and growth strategies.



Structure and Manage Our Diverse Portfolio with Focused and Disciplined Underwriting and Risk Management. e seek to
maintain the stability of our rental revenue and maximize the long-term return on our investments while continuing our growth by using our
focused and disciplined underwriting and risk management expertise. When underwriting assets, we focus on commercially desirable
properties, with strong operating performance, healthy rent coverage ratios and tenants with what we believe are attractive credit
characteristics.

Leasing. In general, we seek to enter into leases with (i) relatively long contractual terms (typically with initial terms of 15 years or more
and tenant renewal options); (ii) attractive rent escalation provisions; (iii) healthy rent coverage ratios; and (iv) tenant obligations to
periodically provide us with financial information, which provides us with information about the operating performance of the leased
property and/or tenant and allows us to actively monitor the security of our rent payments under the lease on an ongoing basis. We prefer
to use master lease structures, pursuant to which we lease multiple properties to a single-tenant on a unitary (i.e., "all or none") basis. In
addition, in the context of our sale-leaseback investments, we generally seek to establish contract rents that are at or below prevailing
market rents, which we believe enhances tenant retention and reduces our releasing risk if a lease is rejected in a bankruptcy proceeding
or expires.

Diversification. We monitor and manage the diversification of our portfolio in order to reduce the risks associated with adverse
developments affecting a particular tenant, property, industry or region. Our strategy targets a portfolio that, over time, will (i) derive no
more than 5% of its annualized base from any single-tenant or more than 1% of its annualized base rent from any single property, (ii) be
primarily leased to tenants operating in service-oriented or experience-based businesses and (iii) avoid significant geographic
concentration. While we consider these criteria when making investments, we may be opportunistic in managing our business and make
investments that do not meet one or more of these criteria if we believe the opportunity presents an attractive risk-adjusted return.

Asset Management. We are an active asset manager and regularly review each of our properties to evaluate, various factors, including,
but not limited to, changes in the business performance at the property, credit of the tenant and local real estate market conditions. Among
other things, we use Moody's Analytics RiskCalc ("RiskCalc") to proactively detect credit deterioration. RiskCalc is a model for predicting
private company defaults based on Moody's Analytics Credit Research Database. Additionally, we monitor market rents relative to in-
place rents and the amount of tenant capital expenditures in order to refine our tenant retention and alternative use assumptions. Our
management team utilizes our internal credit diligence to monitor the credit profile of each of our tenants on an ongoing basis. We believe
that this proactive approach enables us to identify and address issues in a timely manner and to determine whether there are properties in
our portfolio that are appropriate for disposition.

In addition, as part of our active portfolio management, we may selectively dispose of assets that we conclude do not offer a return
commensurate with the investment risk, contribute to unwanted geographic, industry or tenant concentrations, or may be sold at a price
we determine is attractive. During the year ended December 31, 2023, we sold 52 properties for net sales proceeds of $138.0 million,
including three properties that were vacant. We believe that our underwriting processes and active asset management enhance the
stability of our rental revenue by reducing default losses and increasing the likelihood of lease renewals.

Focus on Relationship-Based Sourcing to Grow Our Portfolio by Originating Sale-Leaseback Transactions. \We plan to continue
our disciplined growth by originating sale-leaseback transactions and opportunistically making acquisitions of properties subject to net
leases that contribute to our portfolio’s tenant, industry and geographic diversification. During the year ended December 31, 2023, 98.8%
of our new investments in real estate were attributable to internally originated sale-leaseback transactions and 85.1% of our new
investments were consummated with parties who had previously engaged in one or more transactions that involved a member of our
senior management team (including operators and tenants and other participants in the net lease industry, such as brokers, intermediaries
and financing sources). In addition, we seek to enhance our relationships with our tenants to facilitate investment opportunities, including
selectively agreeing to reimburse certain of our tenants for development costs at our properties in exchange for contractually specified rent
that generally increases proportionally with our funding. We believe our senior management team'’s reputation, in-depth market knowledge
and extensive network of long-standing relationships in the net lease industry provide us access to an ongoing pipeline of attractive
investment opportunities.
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* Focus on Middle-Market Companies in Service-Oriented or Experience-Based Businesses. \We primarily focus on investing in
properties that we lease on a long-term, triple-net basis to middle-market companies that we determine have attractive credit
characteristics and stable operating histories. Properties leased to middle-market companies may offer us the opportunity to achieve
superior risk-adjusted returns, as a result of our extensive and disciplined credit and real estate analysis, lease structuring and portfolio
composition. We believe our capital solutions are attractive to middle-market companies as such companies often have limited financing
options, as compared to larger, credit rated organizations. We also believe that, in many cases, smaller transactions with middle-market
companies will allow us to maintain and grow our portfolio's diversification. Middle-market companies are often willing to enter into leases
with structures and terms that we consider attractive (such as master leases and leases that require ongoing tenant financial reporting)
and believe contribute to the stability of our rental revenue.

In addition, we emphasize investment in properties leased to tenants engaged in service-oriented or experience-based businesses, such
as restaurants (primarily quick service and casual dining), car washes, early childhood education, medical and dental services,
convenience stores, automotive services, equipment rental, entertainment and health and fitness, as we believe these businesses are
generally more insulated from e-commerce pressure than many others.

» Internal Growth Through Long-Term Triple-Net Leases That Provide for Periodic Rent Escalations. We seek to enter into long-
term (typically with initial terms of 15 years or more and tenant renewal options), triple-net leases that provide for periodic contractual rent
escalations. As of December 31, 2023, our leases had a weighted average remaining lease term of 14.0 years (based on annualized base
rent), with only 4.7% of our annualized base rent attributable to leases expiring prior to January 1, 2029, and 98.7% of our leases (based
on annualized base rent) provided for increases in future base rent at a weighted average of 1.7% per year.

+ Actively Manage Our Balance Sheet to Maximize Capital Efficiency. We seek to maintain a prudent balance between debt and
equity financing and to maintain funding sources that lock in long-term investment spreads and limit interest rate sensitivity. As of
December 31, 2023, we had $1.7 billion of gross debt outstanding and $1.6 billion of net debt outstanding. Our net income for the year
ended December 31, 2023 was $191.4 million, our EBITDAre was $324.2 million, our Annualized Adjusted EBITDAre was $374.6 million
and our ratio of net debt to Annualized Adjusted EBITDAre was 4.4x. Over time, we believe an appropriate ceiling for net debt is generally
less than six times our Annualized Adjusted EBITDAre. We have access to multiple sources of debt capital, including, but not limited to,
the investment grade-rated unsecured bond market and bank debt, through our revolving credit facility and our unsecured term loan
facilities. Net debt, EBITDAre and Annualized Adjusted EBITDAre are non-GAAP financial measures. See "ltem 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations—Non-GAAP Financial Measures."

Competition

We face competition for acquisitions of real property from other investors, including traded and non-traded public REITs, private equity
investors and institutional investment funds. Some of our competitors have greater economies of scale, lower costs of capital, access to more
sources of capital, a larger base of operating resources and greater name recognition than we do, and the ability to accept more risk. We also
believe that competition for real estate financing comes from middle-market business owners themselves, many of whom have had a historic
preference to own, rather than lease, the real estate they use in their businesses. This competition may increase the demand for the types of
properties in which we typically invest and, therefore, may reduce the number of suitable investment opportunities available to us and increase
the prices paid for such investment properties. This competition will increase if investments in real estate become more attractive relative to
other forms of investment.

As a landlord, we compete in the multi-billion dollar commercial real estate market with numerous developers and owners of properties,
many of which own properties similar to ours in the same markets in which our properties are located. If our competitors offer space at rental
rates below current market rates or below the rental rates we currently charge our tenants, we may lose our tenants or prospective tenants, and
we may be pressured to reduce our rental rates or to offer substantial rent abatements, tenant improvement allowances, early termination rights
or below-market renewal options in order to retain tenants when our leases expire.
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Employees

As of December 31, 2023, we had 40 full-time employees. Our staff is mostly comprised of professionals engaged in originating,
underwriting and closing investments; portfolio asset management; portfolio servicing (e.g., collections, property tax compliance, etc.); capital
markets activity; sustainability initiatives; and accounting, financial reporting and cash management. Women comprise 40% of our employee
base and hold approximately 50% of our management positions, providing significant leadership at our company, and minorities comprise
approximately 25% of our employee base and 14% of our management team. Our commitment to diversity also extends to our Board, as three
of its seven members, or approximately 43%, are women. Additionally, we have a consistent and strong record of hiring veterans of the U.S.
military, including our chief executive officer and our senior vice president of investments.

We seek to provide a dynamic work environment that promotes the retention and development of our employees, and is a differentiating
factor in our ability to attract new talent. We strive to offer our employees attractive and equitable compensation, regular opportunities to
participate in professional development activities, outlets for civic engagement and reasonable flexibility to allow a healthy work/life balance. All
of our employees are eligible to participate in our Equity Incentive Plan through the annual performance review process.

We value equal opportunity in the workplace and fair employment practices. We have built an inclusive culture that encourages, supports
and celebrates our diverse employee population. We endeavor to maintain a workplace that is free from discrimination or harassment on the
basis of color, race, sex, national origin, ethnicity, religion, age, disability, sexual orientation, gender identification or expression, or any other
status protected by applicable law. We have implemented a Human Rights Policy consistent with these values. We conduct annual training in an
effort to ensure that all employees remain aware of and help prevent harassment and discrimination.

Our compensation program is designed to attract and retain talent, and align our employee’s efforts with the interests of all of our
stakeholders. Factors we evaluate in connection with hiring, developing, training, compensating and advancing individuals include, but are not
limited to, qualification, performance, skill and experience. Our employees are fairly compensated based on merit, without regard to color, race,
sex, national origin, ethnicity, religion, age, disability, sexual orientation, gender identification or expression, or any other status protected by
applicable law.

Environmental, Social and Governance (ESG)

We believe that responsible and effective corporate governance, a positive corporate culture, good corporate citizenship, and the
promotion of sustainability initiatives are critical to our ability to create long-term stockholder value. EPRT is committed to conducting its business
in accordance with the highest ethical standards. We take our responsibilities to all of our stakeholders, including our stockholders, creditors,
employees, tenants, and business relationships, very seriously. We are dedicated to being trusted stewards of capital and also providing our
employees with a rewarding and dynamic work environment.

Overall, our commitment to ESG and our strategy for pursuing the goals we’ve established to demonstrate that commitment include the
following:

» Accountability and Transparency. Our Board and our management team are committed to strong corporate governance. As
stewards of capital, we are committed to accountability and transparency regarding our ESG efforts;

* Reducing our Carbon Footprint. Implement sustainability upgrades at our corporate offices and our income properties to reduce our
carbon footprint;

» Expanding our Relationships with our Tenants through Sustainability. Implement sustainability upgrades at our properties to
positively impact our tenants' operations and prospects for success; and

* Our People are EPRT. Our diversity is our strength, creating an inclusive work environment is our culture, and all of our employees
are owners, thus aligned with our fellow stockholders.
Our ESG goals include the following:

» Oversight. Maintain strong oversight and visibility over our ESG strategy and initiatives led by our independent and experienced
Board, and specifically our Nominating and Corporate Governance Committee;
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» Reporting. Publish our Corporate Responsibility Report during the first quarter of 2024, aligned with the Sustainability Accounting
Standards Board and The Financial Stability Board Task Force on Climate-related Financial Disclosure indices;

* Measurement. Establish the carbon footprint of our portfolio, specifically our Scope 3 emissions, as we have immaterial Scope 1 and
2 emissions;

»  Structure. Continue to enhance our robust cybersecurity program including using third-party experts to facilitate our system
penetration testing;

« Engagement. Perform a survey of our tenants in 2024 to increase our understanding of their sustainability initiatives, expand our
tenant engagement and understand how we can continue to contribute to our tenants' operational effectiveness;

» Implementation. Continue to implement energy efficiency upgrades throughout our income property portfolio;

« Equity. Continue to invest in our employees through our various benefit programs and incentive structures that maintain our alignment
with our stockholders at an employee level;

« Diversity. Continue to ensure that diversity is at the forefront of our hiring practices and maintained as a key input to our operations;
and

* Inclusion. Maintain our annual employee survey process to ensure consistent engagement with our team and promote our
understanding of our work environment and opportunities for improvement.

Insurance

Our tenants are generally contractually required to maintain liability and property insurance coverage for the properties they lease from us
pursuant to triple-net leases. Our leases generally require our tenants to name us (and any of our lenders that have a mortgage on the property
leased by the tenant) as additional insureds on their liability policies and additional named insured and/or loss payee (or mortgagee, in the case
of our lenders) on their property policies. Depending on the location of the property, other losses of a catastrophic nature, such as those caused
by earthquakes and floods, may be covered by insurance policies that are held by our tenant with limitations such as large deductibles or co-
payments that a tenant may not be able to meet. In addition, other losses of a catastrophic nature, such as those caused by wind/hail,
hurricanes, terrorism or acts of war, may be uninsurable or not economically insurable. If there is damage to our properties that is not covered by
insurance and such properties are subject to recourse indebtedness, we will continue to be liable for the indebtedness, even if these properties
are irreparably damaged. See "ltem 1A. Risk Factors—Risks Related to Our Business and Properties—Insurance on our properties may not
adequately cover all losses and uninsured losses could materially and adversely affect us."

In addition to being a named insured on our tenants' liability and property insurance policies, we separately maintain commercial insurance
policies providing general liability and umbrella coverages associated with our portfolio. We also maintain full property coverage on all
untenanted properties and other property coverage as may be required by our lenders, which are not required to be carried by our tenants under
our leases.

Regulation and Requirements

Our properties are subject to various laws, ordinances and regulations, including those relating to fire and safety requirements, and
affirmative and negative covenants and, in some instances, common area obligations. Compliance with applicable requirements may require
modifications to our properties, and the failure to comply with applicable requirements could result in the imposition of fines or an award of
damages to private litigants, as well as the incurrence of the costs of making modifications to attain compliance. Our tenants have primary
responsibility for compliance with these requirements pursuant to our leases. We believe that each of our properties has the necessary permits
and approvals.

Environmental Matters

Federal, state and local environmental laws and regulations regulate, and impose liability for, releases of hazardous or toxic substances,
hazardous waste or petroleum products into the environment. Under various of these laws and regulations, a current or previous owner, operator
or tenant of real estate may be required to
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investigate and clean up hazardous or toxic substances, hazardous wastes or petroleum product releases or threats of releases at the property,
and may be held liable to a government entity or to third parties for property damage and for investigation, clean-up and monitoring costs
incurred by those parties in connection with the actual or threatened contamination. These laws may impose clean-up responsibility and liability
without regard to fault, or whether or not the owner, operator or tenant knew of or caused the presence of the contamination. The liability under
these laws may be joint and several for the full amount of the investigation, clean-up and monitoring costs incurred or to be incurred or actions to
be undertaken, although a party held jointly and severally liable may seek to obtain contributions from other identified, solvent, responsible
parties of their fair share toward these costs. These costs may be substantial, and can exceed the value of the property. In addition, some
environmental laws may create a lien on the contaminated site in favor of the government for damages and costs it incurs in connection with the
contamination. As the owner or operator of real estate, we also may be liable under common law to third parties for damages and injuries
resulting from environmental contamination present at, or emanating from, the real estate. The presence of contamination, or the failure to
properly remediate contamination, on a property may adversely affect the ability of the owner, operator or tenant to sell or rent that property or to
borrow using the property as collateral, and may adversely impact our investment in that property.

Some of our properties contain, have contained, or are adjacent to or near other properties that have contained or currently contain
storage tanks for the storage of petroleum products or other hazardous or toxic substances. Similarly, some of our properties were used in the
past for commercial or industrial purposes, or are currently used for commercial purposes, that involve or involved the use of petroleum products
or other hazardous or toxic substances, the generation and storage of hazardous waste, or that are adjacent to or near properties that have
been or are used for similar commercial or industrial purposes. These operations create a potential for the release of petroleum products,
hazardous waste or other hazardous or toxic substances, and we could potentially be required to pay to clean up any contamination. In addition,
environmental laws regulate a variety of activities that can occur on a property, including the storage of petroleum products, hazardous waste, or
other hazardous or toxic substances, air emissions, water discharges, hazardous waste generation, and exposure to lead-based paint. Such
laws may impose fines or penalties for violations, and may require permits or other governmental approvals to be obtained for the operation of a
business involving such activities. In addition, as an owner or operator of real estate, we can be liable under common law to third parties for
damages and injuries resulting from the presence or release of petroleum products, hazardous waste, or other hazardous or toxic substances
present at, or emanating from, the real estate. As a result of the foregoing, we could be materially and adversely affected.

Environmental laws also govern the presence, maintenance and removal of asbestos-containing material ("ACM"). Federal regulations
require building owners and those exercising control over a building's management to identify and warn, through signs and labels, of potential
hazards posed by workplace exposure to installed ACM in their building. The regulations also have employee training, record keeping and due
diligence requirements pertaining to ACM. Significant fines can be assessed for violation of these regulations. As a result of these regulations,
building owners and those exercising control over a building's management may be subject to an increased risk of personal injury lawsuits under
common law by workers and others exposed to ACM. The regulations may affect the value of a building containing ACM in which we have
invested. Federal, state and local laws and regulations also govern the removal, encapsulation, disturbance, handling and/or disposal of ACM
when those materials are in poor condition or in the event of construction, remodeling, renovation or demolition of a building. These laws may
impose liability for improper handling or a release into the environment of ACM and may provide for fines to, and for third parties to seek
recovery from, owners or operators of real properties for personal injury or improper work exposure associated with ACM.

When excessive moisture accumulates in buildings or on building materials, mold growth may occur, particularly if the moisture problem
remains undiscovered or is not addressed over a period of time. Some molds may produce airborne toxins or irritants. Indoor air quality issues
can also stem from inadequate ventilation, chemical contamination from indoor or outdoor sources, and other biological contaminants such as
pollen, viruses and bacteria. Indoor exposure to airborne toxins or irritants above certain levels can be alleged to cause a variety of adverse
health effects and symptoms, including allergic or other reactions. As a result, the presence of significant mold or other airborne contaminants at
any of our properties could require us to undertake a costly remediation program to contain or remove the mold or other airborne contaminants
from the affected property or increase indoor ventilation. In addition, the presence of significant mold or other airborne contaminants could
expose us to liability from our tenants, employees of our tenants or others if property damage or personal injury occurs.

Before completing any property acquisition, we obtain environmental assessments in order to identify potential environmental concerns at
the property. These assessments are carried out in accordance with the
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Standard Practice for Environmental Site Assessments (ASTM Practice E 1527-13) as set by ASTM International, formerly known as the
American Society for Testing and Materials, and generally include a physical site inspection, a review of relevant federal, state and local
environmental and health agency database records, one or more interviews with appropriate site-related personnel, review of the property's
chain of title and review of historical aerial photographs and other information on past uses of the property. These assessments are limited in
scope. If, however, recommended in the initial assessments, we may undertake additional assessments such as soil and/or groundwater
samplings or other limited subsurface investigations and ACM or mold surveys to test for substances of concern. A prior owner or operator of a
property or historic operations at our properties may have created a material environmental condition that is not known to us or the independent
consultants preparing the site assessments. Material environmental conditions may have arisen after the review was completed or may arise in
the future, and future laws, ordinances or regulations may impose material additional environmental liability. If environmental concerns are not
satisfactorily resolved in any initial or additional assessments, we may obtain environmental insurance policies to insure against potential
environmental risk or loss depending on the type of property, the availability and cost of the insurance and various other factors we deem
relevant (i.e., an environmental occurrence affects one of our properties where our lessee may not have the financial capability to honor its
indemnification obligations to us). Our ultimate liability for environmental conditions may exceed the policy limits on any environmental insurance
policies we obtain, if any.

Generally, our leases require the lessee to comply with environmental law and provide that the lessee will indemnify us for any loss or
expense we incur as a result of lessee's violation of environmental law or the presence, use or release of hazardous materials on our property
attributable to the lessee. If our lessees do not comply with environmental law, or we are unable to enforce the indemnification obligations of our
lessees, our results of operations would be adversely affected.

We cannot predict what other environmental legislation or regulations will be enacted in the future, how existing or future laws or
regulations will be administered or interpreted or what environmental conditions may be found to exist on the properties in the future.
Compliance with existing and new laws and regulations may require us or our tenants to spend funds to remedy environmental problems. If we
or our tenants were to become subject to significant environmental liabilities, we could be materially and adversely affected.

Available Information

Our headquarters are located at 902 Carnegie Center Blvd., Suite 520, Princeton, New Jersey, 08540, where we lease approximately
13,453 square feet of office space from an unaffiliated third party. Our telephone number is (609) 436-0619 and our website is
www.essentialproperties.com. Information contained on or hyperlinked from our website is not incorporated by reference into and should not be
considered part of this Annual Report or our other filings with the the SEC.

We electronically file with the Securities and Exchange Commission (“SEC”) our Annual Reports on Form 10-K, Quarterly Reports on Form
10-Q and Current Reports on Form 8-K, pursuant to Section 13(a) of the Exchange Act. You may obtain these reports and any amendments
thereto free of charge on our website as soon as reasonably practicable after we file such material with, or furnish it to, the SEC, or by sending
an email message to info@essentialproperties.com.

Item 1A. Risk Factors.

There are many factors that may adversely affect us, some of which are beyond our control. The occurrence of any of the following risks
could materially and adversely impact our financial condition, results of operations, cash flows and liquidity, prospects, the market price of our
common stock, and our ability to, among other things, service our debt and to make distributions to our stockholders. Some statements in this
report including statements in the following risk factors constitute forward-looking statements. See "Special Note Regarding Forward-Looking
Statements."
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Risks Related to Our Business and Properties
We are subject to risks related to the ownership of commercial real estate that could adversely impact the value of our properties.

Factors beyond our control can affect the performance and value of our properties. Our performance is subject to risks incident to the
ownership of commercial real estate, including: the possible inability to collect rents from tenants due to financial hardship, including tenant
bankruptcies; changes in local real estate conditions and tenant demand for our properties; changes in consumer trends and preferences that
reduce the demand for products and services offered by our tenants; adverse changes in national, regional and local economic conditions;
inability to re-lease or sell our properties upon expiration or termination of leases; environmental risks; the subjectivity and volatility of real estate
valuations and the relative illiquidity of real estate investments compared to many other financial assets, which may limit our ability to modify our
portfolio promptly in response to changes in economic or other conditions; changes in laws and governmental regulations, including those
governing real estate usage and zoning; changes in interest rates and the availability of financing; acts of God, including natural disasters, which
may result in uninsured losses; and acts of war or terrorism, including terrorist attacks.

Adverse changes in the U.S., global and local markets and related economic and supply chain conditions may materially and
adversely affect us and the ability of our tenants to make rental payments to us.

Our results of operations, as well as the results of operations of our tenants, are sensitive to changes in U.S., global and local regions or
markets that impact our tenants’ businesses. Adverse changes or developments in U.S., global or regional economic or supply chain conditions
may impact our tenants’ financial condition, which may adversely impact their ability to make rental payments to us and may also impact their
current or future leasing practices. During periods of supply chain disruption or economic slowdown and declining demand for real estate, we
may experience a general decline in rents or increased rates of default under our leases. A lack of demand for rental space could adversely
affect our ability to maintain our current tenants and attract new tenants, which may affect our growth, profitability and ability to pay dividends.

Our business is dependent upon our tenants successfully operating their businesses, and their failure to do so could materially and
adversely affect us.

The success of our investments is materially dependent on the financial stability and operating performance of our tenants. The success of
any one of our tenants is dependent on the location of the leased property, its individual business and its industry, which could be adversely
affected by poor management, economic conditions in general, changes in consumer trends and preferences that decrease demand for a
tenant's products or services or other factors over which neither they nor we have control.

At any given time, any tenant may experience a downturn in its business, including as a result of adverse economic conditions, that may
weaken its operating results or the overall financial condition of individual properties or its business as whole. As a result, a tenant may delay
lease commencement, fail to make rental payments when due, decline to extend a lease upon its expiration, become insolvent or declare
bankruptcy. We depend on our tenants to operate the properties leased from us in a manner which generates revenues sufficient to allow them
to meet their obligations to us, including their obligations to pay rent, maintain certain insurance coverage, pay real estate taxes and maintain the
properties in @ manner so as not to jeopardize their operating licenses or regulatory status. The ability of our tenants to fulfill their obligations
under our leases generally depends, to a significant degree, upon the overall profitability of their operations. Cash flow generated by certain
tenant businesses may not be sufficient for a tenant to meet its obligations to us. We could be materially and adversely affected if a number of
our tenants are unable to meet their obligations to us.

Our assessment that certain businesses are more insulated from e-commerce pressure than many others may prove to be incorrect,
and changes in macroeconomic trends may adversely affect our tenants, either of which could impair our tenants’ ability to make
rental payments to us and materially and adversely affect us.

We primarily invest in properties leased to tenants in industries where a physical location is critical to the generation of sales and profits.
Such tenants are particularly focused in service-oriented and experienced-based businesses, such as car washes, early childhood education
centers, medical/dental offices, quick service restaurants, automotive service facilities, equipment rental locations and convenience stores. We
believe these businesses have characteristics that make them e-commerce resistant and resilient through economic cycles.While
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we believe this to be the case, businesses previously thought to be internet resistant, such as the retail grocery industry, have proven to be
susceptible to competition from e-commerce. Technology and business conditions, particularly in the retail industry, are rapidly changing, and our
tenants may be adversely affected by technological innovation, changing consumer preferences and competition from non-traditional sources. To
the extent our tenants face increased competition from non-traditional competitors, such as internet vendors, some of which may have different
business models and larger profit margins, their businesses could suffer. There can be no assurance that our tenants will be successful in
meeting any new competition, and a deterioration in our tenants’ businesses could impair their ability to meet their lease obligations to us and
materially and adversely affect us.

Properties occupied by a single-tenant pursuant to a single-tenant lease subject us to significant risk of tenant default.

Our strategy focuses primarily on investing in single-tenant triple-net leased properties throughout the United States. The financial failure
of, or default in payment by, a single-tenant under its lease is likely to cause a significant or complete reduction in our rental revenue from that
property and a reduction in the value of the property. We may also experience difficulty or a significant delay in re-leasing or selling such
property. This risk is magnified in situations where we lease multiple properties to a single-tenant under a master lease. The default of a tenant
that leases multiple properties from us or its decision not to renew its master lease upon expiration could materially and adversely affect us.

Periodically, we have experienced, and we may experience in the future, a decline in the fair value of our real estate assets, resulting
in impairment charges that impact our financial condition and results of operations.

A decline in the fair market value of our long-lived assets may require us to recognize an impairment against such assets (as defined by
the Financial Accounting Standards Board (“FASB”)) if certain conditions or circumstances related to an asset were to change and we were to
determine that, with respect to any such asset, the cash flows no longer support the carrying value of the asset. The fair value of our long-lived
assets depends on market conditions, including estimates of future demand for these assets, and the revenues that can be generated from such
assets. When such a determination is made, we recognize the estimated unrealized losses through earnings and write down the depreciated
cost of such assets to a new cost basis, based on the fair value of such assets on the date they are considered to be impaired. Such impairment
charges reflect non-cash losses at the time of recognition, and subsequent dispositions or sales of such assets could further affect our future
losses or gains, as they are based on the difference between the sales price received and the adjusted depreciated cost of such assets at the
time of sale.

Geographic, industry and tenant concentrations reduce the diversity of our portfolio and make us more susceptible to adverse
economic or regulatory developments in those areas or industries.

Geographic, industry and tenant concentrations expose us to greater economic or regulatory risks than if we owned a more diverse
portfolio. Our business includes substantial holdings in the following states as of December 31, 2023 (based on annualized base rent): Texas
(13.1%), Georgia (8.0%), Ohio (6.0%), Florida (5.9%) and Wisconsin (5.2%). We are susceptible to adverse developments in the economic or
regulatory environments of the geographic areas in which we own substantial assets (or in which we may develop a substantial concentration of
assets in the future), such as epidemics, pandemics or public health crises and measures intended to mitigate their spread, business layoffs or
downsizing, industry slowdowns, relocations of businesses, increases in real estate and other taxes or costs of complying with governmental
regulations.

As of December 31, 2023, our five largest tenants contributed 11.2% of our annualized base rent, and our ten largest tenants contributed
18.1% of our annualized base rent. If one of these tenants, or another tenant that occupies a significant portion of our properties or whose lease
payments represent a significant portion of our rental revenue, were to experience financial weakness or file for bankruptcy, it could have a
material adverse effect on our business, financial condition, results of operations, cash flows and liquidity, and prospects.

As we continue to acquire properties, our portfolio may become more concentrated by geographic area, industry or tenant. If our portfolio

becomes less diverse, our business will be more sensitive to a general economic downturn in a particular geographic area, to changes in trends
affecting a particular industry and to the financial weakness, bankruptcy or insolvency of fewer tenants.

17



The vast majority of our properties are leased to unrated tenants whose credit is evaluated through our internal underwriting and
credit analysis. However, the tools and methods we use, such as property-level rent coverage ratio, may not accurately assess the
investment related credit risk.

The vast majority of our properties are leased to unrated tenants whose credit is evaluated through our internal underwriting and credit
analysis. Substantially all of our tenants are required to provide financial information to us periodically or, in some instances, at our request. As of
December 31, 2023, leases contributing 98.8% of our annualized base rent required tenants to provide us with specified unit-level financial
information and leases contributing 98.8% of our annualized base rent required tenants to provide us with corporate-level financial information.

We analyze the creditworthiness of our tenants using Moody’s Analytics RiskCalc, which provides an estimated default frequency (“EDF”)
and a “shadow rating,” and a lease's property-level rent coverage ratio. Our methods may not adequately assess the risk of an investment. An
EDF score and a shadow rating are not the same as, and may not be as indicative of creditworthiness as, a rating published by a nationally
recognized statistical rating organization. Our calculations of EDFs, shadow ratings and rent coverage ratios are unaudited and are based on
financial information provided to us by our tenants and prospective tenants without independent verification on our part, and we assume the
appropriateness of estimates and judgments that were made by the party preparing the financial information. If our assessment of credit quality
proves to be inaccurate, we may be subject to defaults, and our cash flows may be less stable. The ability of an unrated tenant to meet its
obligations to us may be more speculative than that of a rated tenant.

We may be unable to renew expiring leases with existing tenants or re-lease spaces to new tenants on favorable terms or at all.

Our results of operations depend to a significant degree on our ability to continue to lease our properties, including renewing expiring
leases, leasing vacant space and re-leasing space in properties where leases are expiring. As of December 31, 2023, our occupancy was 99.8%
and leases representing approximately 4.7% of our annualized base rent as of such date will expire prior to 2029. Current tenants may decline to
renew leases and we may not be able to find replacement tenants. We cannot guarantee that leases that are renewed or new leases will have
terms that are as economically favorable to us as the expiring leases, or that substantial rent abatements, tenant improvement allowances, early
termination rights or below-market renewal options will not be offered to retain tenants or attract new tenants or that we will be able to lease a
property at all. We may experience significant costs in connection with re-leasing a significant number of our properties, which could materially
and adversely affect us.

The tenants that occupy our properties compete in industries that depend upon discretionary spending by consumers. A reduction in
the willingness or ability of consumers to physically patronize and use their discretionary income in the businesses of our tenants
and potential tenants could adversely impact our tenants’ business and thereby adversely impact our ability to collect rents and
reduce the demand for our properties.

Most of our portfolio is leased to tenants operating service-oriented or experience-based businesses at our properties. As of December 31,
2023, the largest industries in our portfolio were restaurants (including quick service, casual dining and family dining), car washes, early
childhood education, medical and dental services, entertainment (including movie theaters), automotive service, equipment rental and sales, and
convenience stores. As of December 31, 2023, tenants operating in those industries represented approximately 84.7% of our annualized base
rent. EquipmentShare, Chicken N Pickle , Crunch Fitness, Captain D's, Tidal Wave Auto Spa, Festival Foods, Five Star, Mister Car Wash, Spare
Time Entertainment and John Deere represent the largest concepts in our portfolio. These types of businesses depend on the willingness of
consumers to physically patronize their businesses and use discretionary income to purchase their products or services. To the extent that the
COVID-19 pandemic or the responses thereto caused a secular change in consumer behavior that reduces patronage of service-based and/or
experience-based businesses, many of our tenants would be adversely affected and their ability to meet their obligations to us could be
impaired. Additional adverse economic conditions and other developments that discourage consumer spending, such as high unemployment
levels, wage stagnation, interest rates, inflation, tax rates and fuel and energy costs, may have an adverse impact on the results of operations
and financial conditions of our tenants and their ability to pay rent to us.
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Our ability to realize future rent increases on some of our leases may vary depending on changes in the CPI.

The vast majority of our leases provide for periodic contractual rent escalations. As of December 31, 2023, leases contributing 98.7% of
our annualized base rent provided for increases in future annual base rent, generally ranging from 1.0% to 4.0% annually, with a weighted
average annual escalation equal to 1.7% of base rent. Although many of our rent escalators increase rent at a fixed amount on fixed dates,
approximately 2.4% of our rent escalators relate to an increase in the CPI over a specified period. During periods of low inflation or deflation,
small increases or decreases in the CPI will subject us to the risk of receiving lower rental revenue than we otherwise would have been entitled
to receive if our rent escalators were based on higher fixed percentages or amounts. Conversely, during periods of relatively high inflation, fixed
rate rent increases may be lower than the rate of inflation, resulting in a deterioration of the real return on our assets. Recently, numerous
measures of inflation have been relatively high, and our fixed rent escalators have not resulted in increases that equal or exceed the rate of
inflation. Similarly, to the extent our tenants are unable to increase the prices they charge to their customers in response to any rent increases,
their ability to meet their rental payment and other obligations to us could be reduced.

Inflation may materially and adversely affect us and our tenants.

While our tenants are generally obligated to pay property-level expenses relating to the properties they lease from us (e.g., maintenance,
insurance and property taxes), we incur other expenses, such as general and administrative expense, interest expense relating to our debt
(some of which bears interest at floating rates) and carrying costs for vacant properties. These expenses have generally increased in the current
inflationary environment, and such increases have, in some instances, exceeded any increase in revenue we receive under our leases.
Additionally, increased inflation may have an adverse impact on our tenants if increases in their operating expenses exceed increases in their
revenue, which may adversely affect the tenants' ability to pay rent owed to us and meet other lease obligations, such as paying property taxes
and insurance and maintenance costs.

Some of our tenants operate under franchise or license agreements, and, if they are terminated or not renewed prior to the expiration
of their leases with us, that would likely impair their ability to pay us rent.

As of December 31, 2023, tenants contributing 9.1% of our annualized base rent operated under franchise or license agreements. Often,
our tenants’ franchise or license agreements have terms that end prior to the expiration dates of the properties they lease from us. In addition, a
tenant's rights as a franchisee or licensee typically may be terminated and the tenant may be precluded from competing with the franchisor or
licensor upon termination. Usually, we have no notice or cure rights with respect to such a termination and have no rights to assignment of any
such franchise agreement. This may have an adverse effect on our ability to mitigate losses arising from a default on any of our leases. A
franchisor's or licensor's termination or refusal to renew a franchise or license agreement would likely have a material adverse effect on the
ability of the tenant to make payments under its lease, which could materially and adversely affect us.

The bankruptcy or insolvency of a tenant could result in the termination or modification of such tenant's lease and material losses to
us.

The occurrence of a tenant bankruptcy or insolvency could diminish the income we receive from that tenant's lease or leases or force us to
“take back” a property as a result of a default or a rejection of a lease by a tenant in bankruptcy. Bankruptcy risk is more acute in situations
where we lease multiple properties to a tenant pursuant to a master lease. If a tenant becomes bankrupt, the automatic stay created by the
bankruptcy will prohibit us from collecting pre-bankruptcy debts from that tenant, or from its property, or evicting such tenant based solely upon
such bankruptcy or insolvency, unless we obtain an order permitting us to do so from the bankruptcy court. In addition, a bankrupt or insolvent
tenant may be authorized to reject and terminate its lease or leases with us. Any claims against such bankrupt tenant for unpaid future rent
would be subject to statutory limitations that would likely result in our receipt of rental revenues that are substantially less than the contractually
specified rent we are owed under the lease or leases. In addition, any claim we have for unpaid past rent, if any, may not be paid in full. We may
also be unable to re-lease a property whose lease is terminated or rejected in a bankruptcy proceeding on comparable terms (or at all) or to sell
any such property. As a result, a significant number of tenant bankruptcies may materially and adversely affect us.
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Tenants who are considering filing for bankruptcy protection may request that we agree to amendments of their master leases to remove
certain of the properties they lease from us under such master leases. We cannot guarantee that we will be able to sell or re-lease properties
that we agree to release from tenants' leases in the future or that lease termination fees, if any, will be sufficient to make up for the rental
revenues lost as a result of lease amendments.

Property vacancies could result in us having to incur significant capital expenditures to re-tenant the properties.

Many of our leases relate to properties that have been designed or physically modified for a particular tenant. If such a lease is terminated
or not renewed, we may be required to renovate the property at substantial costs, decrease the rent we charge or provide other concessions in
order to lease the property to another tenant. In addition, if we determine to sell the property, we may have difficulty selling it to a party other than
the current tenant due to the special purpose for which the property may have been designed or modified. This potential illiquidity may limit our
ability to quickly modify our portfolio in response to changes in economic or other conditions, including tenant demand.

Defaults by borrowers on loans we hold could lead to losses.

We make mortgage and other loans, which may be unsecured, to extend financing to tenants at certain of our properties. A default by a
borrower on its loan payments to us that would prevent us from earning interest or receiving a return of the principal of our loan could materially
and adversely affect us. In the event of a default, we may also experience delays in enforcing our rights as lender and may incur substantial
costs in collecting the amounts owed to us and in liquidating any collateral. Where collateral is available, foreclosure and other similar
proceedings used to enforce payment of real estate loans are generally subject to principles of equity, which are designed to relieve the indebted
party from the legal effect of that party's default. In the event we have to foreclose on a property, the amount we receive from the foreclosure
sale of the property may be inadequate to fully pay the amounts owed to us by the borrower and our costs incurred to foreclose, repossess and
sell the property.

Real estate lending has several risks that need to be considered. There is the potential for changes in local real estate conditions and
subjectivity of real estate valuations. In addition, overall economic conditions may impact the borrowers’ financial condition. Adverse economic
conditions such as high unemployment levels, interest rates, tax rates and fuel and energy costs may have an impact on the results of
operations and financial conditions of borrowers.

We may be unable to identify and complete acquisitions of suitable properties, which may impede our growth, and our future
acquisitions may not yield the returns we seek.

Growth through property acquisitions is a primary element of our strategy. Our ability to expand through acquisitions requires us to identify,
finance and complete acquisitions or investment opportunities that are compatible with our growth strategy and to successfully finance and
integrate newly acquired properties into our portfolio, which may be constrained by the following significant risks: we face competition from other
real estate investors, some of which have greater economies of scale, lower costs of capital, access to more financial resources, greater name
recognition than we do, and a greater ability to borrow funds and the ability to accept more risk than we can prudently manage, which may
significantly reduce our acquisition volume or increase the purchase price for property we acquire, which could reduce our growth prospects; we
may be unable to locate properties that will produce a sufficient spread between our cost of capital and the lease rate we can obtain from a
tenant, in which case our ability to profitably grow our company will decrease; we may fail to have sufficient capital resources to complete
acquisitions or our cost of capital could increase; we may incur significant costs and divert management attention in connection with evaluating
and negotiating potential acquisitions, including ones that we are subsequently unable to complete; we may acquire properties that are not
accretive to our results upon acquisition; our cash flow from an acquired property may be insufficient to meet our required principal and interest
payments with respect to debt used to finance the acquisition of such property; we may discover unexpected items, such as unknown liabilities,
during our due diligence investigation of a potential acquisition or other customary closing conditions may not be satisfied, causing us to
abandon an investment opportunity after incurring expenses related thereto; we may spend more than budgeted amounts to make necessary
improvements or renovations to acquired properties; we may acquire properties subject to liabilities and without any recourse, or with only limited
recourse, with respect to unknown liabilities, such as liabilities for clean-up of undisclosed environmental contamination, claims by tenants,
vendors or other persons dealing with the former owners of the properties, liabilities incurred in
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the ordinary course of business and claims for indemnification by general partners, directors, officers and others indemnified by the former
owners of the properties; and we may obtain only limited warranties when we acquire a property, including properties purchased in “as is”
condition on a “where is” basis and “with all faults,” without warranties of merchantability or fitness for a particular purpose and pursuant to
purchase agreements that contain only limited warranties, representations and indemnifications that survive for only a limited period after the
closing. If any of these risks are realized, we may be materially and adversely affected.

Our real estate investments are generally illiquid which could significantly impede our ability to respond to market conditions or
adverse changes in the performance of our tenants or our properties and which would harm our financial condition.

Our investments are relatively difficult to sell quickly. As a result of this illiquidity, our ability to promptly sell one or more properties in our
portfolio in response to changing economic, financial or investment conditions is limited. Return of capital and realization of gains, if any, from an
investment generally will occur upon disposition or refinancing of the underlying property. We may be unable to realize our investment objective
by sale, other disposition or refinancing at attractive prices within any given period of time or may otherwise be unable to complete any exit
strategy. In particular, these risks could arise from weakness in or even the lack of an established market for a property, changes adversely
affecting the tenant of a property, changes adversely affecting the area in which a particular property is located, adverse changes in the financial
condition or prospects of prospective purchasers and changes in local, national or international economic conditions.

In addition, the Internal Revenue Code of 1986, as amended (the “Code”), imposes restrictions on a REIT's ability to dispose of properties
that are not applicable to other types of real estate companies. In particular, the tax laws applicable to REITs effectively require that we hold our
properties for investment, rather than primarily for sale in the ordinary course of business, which may cause us to forgo or defer sales of
properties that otherwise would be in our best interest. Therefore, we may not be able to vary our portfolio in response to economic or other
conditions promptly or on favorable terms.

Our growth depends on third-party sources of capital that are outside of our control and may not be available to us on commercially
reasonable terms or at all.

In order to qualify as a REIT, we are required under the Code, among other things, to distribute annually at least 90% of our REIT taxable
income, determined without regard to the dividends paid deduction and excluding any net capital gain. In addition, we will be subject to income
tax at the corporate rate to the extent that we distribute less than 100% of our REIT taxable income, determined without regard to the dividends
paid deduction and including any net capital gain. Accordingly, we will not be able to fund all of our future capital needs, including any necessary
acquisition financing, from operating cash flow. Consequently, we rely on other sources of capital, including net proceeds from asset sales and
external third-party sources to fund a portion of our capital needs. Our access to debt and equity capital, and the cost thereof, depends on many
factors, including general market conditions, interest rates, inflation, the market's perception of our growth potential, our debt levels, our credit
rating, our current and expected future earnings, our cash flow and cash distributions, and the market price of our common stock. In particular,
the market price of our common stock on the New York Stock Exchange (“NYSE”) has experienced significant volatility. Similarly, the availability
and pricing of debt and equity capital has been volatile and, in many instances, more expensive. Accordingly, we could experience difficulty
accessing debt and equity capital on attractive terms, or at all, which would adversely affect our ability to grow our business, conduct our
operations or address maturing liabilities. Similarly, a deterioration in access to capital or an increase in cost may adversely affect our tenants'
abilities to finance their businesses and reduce their liquidity, which could reduce their ability to meet their obligations to us.

An important aspect of our business is capturing a positive “spread” between the cost at which we raise capital and the returns that we
receive on our investments. To the extent our weighted average cost of capital increases without a corresponding increase in the returns that we
receive on our investments, this spread will be reduced or eliminated, and our ability to grow through accretive acquisitions will be reduced or
even eliminated. If we cannot obtain capital from third-party sources, or if our cost of capital increases materially, we may not be able to acquire
properties when strategic opportunities exist, meet the capital and operating needs of our existing properties, satisfy our debt service obligations
or make the cash distributions to our stockholders necessary to qualify as a REIT.
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Loss of senior executives with long-standing business relationships could materially impair our ability to operate successfully.

Our ability to operate our business and grow our portfolio depend, in large part, upon the efforts of our senior executive team. Several of
our executives have extensive experience and strong reputations in the real estate industry and have been important in setting our strategic
direction, operating our business, assembling and growing our portfolio, identifying, recruiting and training key personnel, and arranging
necessary financing. In particular, relationships that these individuals have with financial institutions and existing and prospective tenants are
important to our growth and the success of our business. The loss of services of o