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NICHOLAS PERUSEK, Individually
and on behalf of all others similarly
situated,

Plaintiff,

V.
THE ENSIGN GROUP, INC., BARRY
R. PORT, and SUZANNE D.
SNAPPER,

Defendants.

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

No.

CLASS ACTION COMPLAINT
FOR VIOLATIONS OF THE
FEDERAL SECURITIES LAWS
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Plaintiff Nicholas Perusek (“Plaintiff”), individually and on behalf of all
other persons similarly situated, by Plaintiff’s undersigned attorneys, for Plaintiff’s
complaint against Defendants (defined below), alleges the following based upon
personal knowledge as to Plaintiff and Plaintiff’s own acts, and information and
belief as to all other matters, based upon, among other things, the investigation
conducted by and through his attorneys, which included, among other things, a
review of the Defendants’ public documents, public filings, wire and press releases
published by and regarding The Ensign Group, Inc. (“Ensign” or the “Company”),
and information readily obtainable on the Internet. Plaintiff believes that
substantial evidentiary support will exist for the allegations set forth herein after a

reasonable opportunity for discovery. !

NATURE OF THE ACTION

1. This is a class action on behalf of persons or entities who purchased
or otherwise acquired publicly traded Ensign securities between February 10, 2022
and June 18, 2026 both dates inclusive (the “Class Period”). Plaintiff seeks to
recover compensable damages caused by Defendants’ violations of the federal

securities laws under the Securities Exchange Act of 1934 (the “Exchange Act”).

! Unless otherwise stated, all internal citations are omitted and emphasis is added. Quoted
language from the Reports discussed below may be altered from the original to remove
emphasis.
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JURISDICTION AND VENUE

2. The claims asserted herein arise under and pursuant to Sections 10(b)
and 20(a) of the Exchange Act (15 U.S.C. §§ 78j(b) and 78t(a)) and Rule 10b-5
promulgated thereunder by the SEC (17 C.F.R. § 240.10b-5).

3. This Court has jurisdiction over the subject matter of this action
pursuant to 28 U.S.C. § 1331, and Section 27 of the Exchange Act (15 U.S.C.
§78aa).

4, Venue is proper in this judicial district pursuant to 28 U.S.C. §
1391(b) and Section 27 of the Exchange Act (15 U.S.C. § 78aa(c)) as the alleged
misstatements entered and the subsequent damages took place in this judicial
district.

3. In connection with the acts, conduct and other wrongs alleged in this
complaint, Defendants (defined below), directly or indirectly, used the means and
instrumentalities of interstate commerce, including but not limited to, the United
States mails, interstate telephone communications and the facilities of the national

securities exchange.

PARTIES

6. Plaintiff, as set forth in the accompanying certification, incorporated
by reference herein, purchased Ensign securities during the Class Period and was

economically damaged thereby.
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7. Ensign describes itself as the parent company of the “Ensign group of
companies, which invest in and provide skilled nursing and senior living services,
physical, occupational and speech therapies, other rehabilitative and healthcare
services, and real estate[.]”

8. The Company is incorporated in Delaware, and its headquarters are
located at 29222 Rancho Viejo Road, Suite 127, San Juan Capistrano, CA 92675.

9. Ensign stock trades on the NASDAQ exchange under the ticker
symbol "ENSG.”

10.  Defendant Barry R. Port (“Port”) served as Chief Executive Officer
(“CEQO”) and as a Director at all relevant times.

11. Defendant Suzanne D. Snapper (“Snapper”) served as Chief Financial
Officer (“CFO”), Executive Vice President, and Director at all relevant times.

12.  Defendants Port and Snapper are collectively referred to herein as the
“Individual Defendants.”

13.  Each of the Individual Defendants:

(a)  directly participated in the management of the Company;

(b)  was directly involved in the day-to-day operations of the Company at

the highest levels;

(c)  was privy to confidential proprietary information concerning the

Company and its business and operations;
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(d)  was directly or indirectly involved in drafting, producing, reviewing
and/or disseminating the false and misleading statements and information
alleged herein,;

(e)  was directly or indirectly involved in the oversight or implementation

of the Company’s internal controls;

(f)  was aware of or recklessly disregarded the fact that the false and

misleading statements were being issued concerning the Company; and/or

(g) approved or ratified these statements in violation of the federal

securities laws.

14.  The Company is liable for the acts of the Individual Defendants and
its employees under the doctrine of respondeat superior and common law
principles of agency because all of the wrongful acts complained of herein were
carried out within the scope of their employment.

15. The scienter of the Individual Defendants and other employees and
agents of the Company is similarly imputed to Ensign under respondeat superior
and agency principles.

16. Defendant Ensign and the Individual Defendants are collectively
referred to herein as “Defendants.”

SUBSTANTIVE ALLEGATIONS

Materially False and Misleading Statements Issued During the Class Period

4

CLASS ACTION COMPLAINT FOR VIOLATIONS OF
THE FEDERAL SECURITIES LAWS




C4as

O© 0 3 O N K~ W N =

N NN N N N N N N /e b e e e
o I O U A WD = ©O OV 0NN NN R W N = O

se 8:26-cv-02963 Document1l Filed 10/08/26 Page 6 of 66 Page ID #:6

17.  On February 9, 2022, after market hours, Ensign filed with the SEC
its Annual Report on Form 10-K for the year ended December 31, 2021 (the “2021
Annual Report™). Attached to the 2021 Annual Report were signed certifications
pursuant to the Sarbanes-Oxley Act of 2002 (“SOX”) signed by Defendants Port
and Snapper attesting to the accuracy of financial reporting, the disclosure of any
material changes to the Company’s internal controls over financial reporting, and
the disclosure of all fraud.

18. The 2021 Annual Report contained, in pertinent part, the following
risk disclosure under the heading “We are subject to various government reviews,
audits and investigations that could adversely affect our business, including an
obligation to refund amounts previously paid to us, potential criminal charges, the
imposition of fines, and/or the loss of our right to participate in Medicare and
Medicaid programs”:

As a result of our participation in the Medicaid and Medicare programs,

we are subject to various governmental reviews, audits and investigations

to verify our compliance with these programs and applicable laws and
regulations. We are subject to regulatory reviews relating to Medicare
services, billings and potential overpayments resulting from Recovery

Audit Contractors, Zone Program Integrity Contractors, Program Safeguard

Contractors, Unified Program Integrity Contractors, Supplemental Medical
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Review Contractors and Medicaid Integrity Contractors programs,
(collectively referred to as Reviews), in which third party firms engaged by
CMS conduct extensive reviews of claims data and medical and other
records to identify potential improper payments under the Medicare
programs. Private pay sources also reserve the right to conduct audits. We
believe that billing and reimbursement errors and disagreements are
common in our industry. We are regularly engaged in reviews, audits and
appeals of our claims for reimbursement due to the subjectivities inherent in
the process related to patient diagnosis and care, record keeping, claims
processing and other aspects of the patient service and reimbursement
processes, and the errors and disagreements those subjectivities can produce.
An adverse review, audit or investigation could result in:

e an obligation to refund amounts previously paid to us pursuant
to the Medicare or Medicaid programs or from private payors,
in amounts that could be material to our business;

e state or federal agencies imposing fines, penalties and other
sanctions on us;

e temporary or permanent loss of our right to participate in the
Medicare or Medicaid programs or one or more private payor

networks;
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e an increase in private litigation against us; and
e damage to our reputation in various markets.

% % %

Additionally, both federal and state government agencies have
heightened and coordinated civil and criminal enforcement efforts as part
of numerous ongoing investigations of healthcare companies and, in
particular, skilled nursing facilities. The focus of these investigations
includes, among other things:

e cost reporting and billing practices;

e quality of care;

¢ financial relationships with referral sources; and

e medical necessity of services provided.
If the government or court were to conclude that errors and deficiencies
constitute criminal violations, concluded that such errors and deficiencies
resulted in the submission of false claims to federal healthcare programs,
or if it were to discover other problems in addition to the ones identified by
the probe reviews that rose to actionable levels, we and certain of our
officers might face potential criminal charges and civil claims,
administrative sanctions and penalties for amounts that could be material to

our business, results of operations and financial condition. In addition, we
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or some of the key personnel of our operating subsidiaries could be

temporarily or permanently excluded from future participation in state and

federal healthcare reimbursement programs such as Medicaid and Medicare.

19. The statement in 9 18 was materially false and misleading at the time
it was made because it omitted that Ensign (a) neglects elderly patients to generate
profits; (b) regularly engages in illegal activities such as upcoding; (c) defrauds the
federal government by, among other means taking funds to care for especially
unwell patients, but then not caring for those same patients; and (d) takes measures
to conceal the foregoing that include manipulating ratings on its facilities.

20. The 2021 Annual Report contained the following risk disclosure
under the heading “[w]e are subject to extensive and complex laws and government
regulations. If we are not operating in compliance with these laws and
regulations or if these laws and regulations change, we could be required to
make significant expenditures or change our operations in order to bring our
facilities and operations into compliance”, stating in pertinent part, the following:

We, along with other companies in the healthcare industry, are required to

comply with extensive and complex laws and regulations at the federal, state

and local government levels relating to, among other things:
e licensure and certification;

e adequacy and quality of healthcare services,
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qualifications and vaccination of healthcare and support personal;
quality of medical equipment;

confidentiality, maintenance and security issues associated with
medical records and claims processing;

relationships with physicians and other referral sources and
recipients;

constraints on protective contractual provisions with patients and
third-party payors;

operating policies and procedures;

addition of facilities and services; and

billing for services.

The laws and regulations governing our operations, along with the

terms of participation in various government programs, regulate how we do
business, the services we offer, and our interactions with patients and other
healthcare providers. These laws and regulations are subject to frequent
change. We believe that such regulations may increase in the future and we
cannot predict the ultimate content, timing or impact on us of any healthcare
reform legislation. Changes in existing laws or regulations, or the enactment
of new laws or regulations, could negatively impact our business. If we fail

to comply with these applicable laws and regulations, we could suffer civil
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or criminal penalties and other detrimental consequences, including
denial of reimbursement, imposition of fines, temporary suspension of
admission of new patients, suspension or decertification from the
Medicaid and Medicare programs, restrictions on our ability to acquire
new facilities or expand or operate existing facilities, the loss of our
licenses to operate and the loss of our ability to participate in federal and
state reimbursement programs. Additionally, in the future, different
interpretations or enforcement of these laws and regulations could subject
our current or past practices to allegations of impropriety or illegality or
could require us to make changes in our facilities, equipment, personnel,
services, capital expenditure programs and operating expenses.

As discussed in greater detail in Item 1., under Government
Regulation, we are subject to federal and state laws intended to prevent
healthcare fraud and abuse, including the federal FCA, state false claims
acts, the illegal remuneration provisions of the Social Security Act, the
Anti-Kickback Statute, state anti-kickback laws, the Civil Monetary
Penalties Law and the federal “Stark” Law. Among other things, these laws
prohibit kickbacks, bribes and rebates, as well as other direct and indirect
payments or fee-splitting arrangements that are designed to induce the

referral of patients to a particular provider for medical products or services
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payable by any federal healthcare program and prohibit presenting a false or
misleading claim for payment under a federal or state program. They also
prohibit some physician self-referrals. Possible sanctions for violation of any
of these restrictions or prohibitions include loss of eligibility to participate
in federal and state reimbursement programs and civil and criminal
penalties. If we fail to comply, even inadvertently, with any of these
requirements, we could be required to alter our operations, refund
payments to the government, enter into a corporate integrity agreement,
deferred prosecution or similar agreements with state or federal
government agencies, and become subject to significant civil and criminal
penalties.

These anti-fraud and abuse laws and regulations are complex, and we
do not always have the benefit of significant regulatory or judicial
interpretation of these laws and regulations. While we do not believe we are
in violation of these prohibitions, we cannot assure you that governmental
officials charged with the responsibility for enforcing these prohibitions
will not assert that we are violating the provisions of such laws and
regulations. Our company is currently aware of another investigation by the
DOJ related to allegations some of our California facilities may have

violated the FCA or the Anti-Kickback Statute with respect to the

11

CLASS ACTION COMPLAINT FOR VIOLATIONS OF
THE FEDERAL SECURITIES LAWS




Casf

O© 0 3 O N K~ W N =

N NN N N N N N N /e b e e e
o I O U A WD = ©O OV 0NN NN R W N = O

p 8:26-cv-02963 Documentl Filed 10/08/26 Page 13 of 66 Page ID #:13

relationships between certain of our skilled nursing facilities and persons
who served as medical directors, advisory board participants or other referral
sources. While our operating entities maintain policies and procedures to
promote compliance with the FCA, the Anti-Kickback Statute, and other
applicable regulatory requirements, we cannot predict when the
investigation will be resolved, the outcome of the investigation or its
potential impact on our company.

21. The statement in 4 20 was materially false and misleading at the time
it was made because it omitted that Ensign (a) neglects elderly patients to generate
profits; (b) regularly engages in illegal activities such as upcoding; (¢) defrauds the
federal government by, among other means taking funds to care for especially
unwell patients, but then not caring for those same patients; and (d) takes measures
to conceal the foregoing that include manipulating ratings on its facilities.

22. The 2021 Annual Report contained a risk disclosure under the heading
“Public and government calls for increased survey and enforcement efforts
toward long-term care facilities could result in increased scrutiny by state and
federal survey agencies. In addition, potential sanctions and remedies based
upon alleged regulatory deficiencies could negatively affect our financial

condition and results of operations”, stating in pertinent part, the following:
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As CMS turns its attention to enhancing enforcement of long-term
care facilities, as discussed in Item 1., under Government Regulation, state
survey agencies will have more accountability for their survey and
enforcement efforts. As discussed in Item 1., under Government
Regulation, from time to time in the ordinary course of business, we
receive deficiency reports from state and federal regulatory bodies
resulting from such inspections or surveys. The focus of these deficiency
reports tends to vary from year to year and state to state. Although most
inspection deficiencies are resolved through an agreed-upon plan of
corrective action, the reviewing agency typically has the authority to take
further action against a licensed or certified facility, which could result in
the imposition of fines, imposition of a license to a conditional or
provisional status, suspension or revocation of a license, suspension or
denial of payment for new admissions, loss of certification as a provider
under state or federal healthcare programs, or imposition of other
sanctions, including criminal penalties. In the past, we have experienced
inspection deficiencies that have resulted in the imposition of a provisional
license and could experience these results in the future.

Furthermore, in some states, citations in one company facility could

negatively impact other company facilities in the same state. Revocation of
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a license at a given facility could therefore impair our ability to obtain new
licenses or to renew existing licenses at other facilities, which may also
trigger defaults or cross-defaults under our leases and our credit
arrangements, or adversely affect our ability to operate or obtain financing
in the future. If state or federal regulators were to determine, formally or
otherwise, that one facility's regulatory history ought to impact another of
our existing or prospective facilities, this could also increase costs, result
in increased scrutiny by state and federal survey agencies, and even impact
our expansion plans. Therefore, our failure to comply with applicable legal
and regulatory requirements in any single facility could negatively impact
our financial condition and overall of operations results.

From time to time, we have opted to voluntarily stop accepting new
patients pending completion of a new state survey, in order to avoid possible
denial of payment for new admissions during the deficiency cure period, or
simply to avoid straining staff and other resources while retraining staff,
upgrading operating systems or making other operational improvements. If
we elect to voluntary close any operations in the future or to opt to stop
accepting new patients pending completion of a state or federal survey, it

could negatively impact our financial condition and results of operation.
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1 We have received notices of potential sanctions and remedies based
2 upon alleged regulatory deficiencies from time to time, and such sanctions
3
A have been imposed on some of our affiliated facilities. We have had
5 affiliated facilities placed on special focus facility status in the past,
6 continue to have some facilities on this status currently and other
7
] operating subsidiaries may be identified for such status in the future. We
9 currently have one facility placed on special focus facility status.
10
23. The statement in 9 22 was materially false and misleading at the time
11
12 ||it was made because it materially understated the risk of various penalties
13 considering that Ensign (a) routinely neglects vulnerable people living in its
14
15 facilities; (b) defrauds government programs such as Medicaid and Medicare by
16 || taking funds intended to assist individuals with serious health challenges, and then
17 : : :
neglecting them; (c) covers up the foregoing by, among other means, materially
18
19 ||overstating the number of hours that nurses and other professionals are at its
20 facilities, manipulating ratings on its facilities; and (d) engages in rampant illegal
21
upcoding.
7 [|YP g
23 24.  The 2021 Annual Report contained a risk disclosure under the heading
24 . . .- . .
“If we do not achieve or maintain competitive quality of care ratings from CMS
25
26 ||or private organizations engaged in similar monitoring activities, our business
27 || may be negatively affected”, stating in pertinent part the following;
28
15
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CMS, as well as certain private organizations engaged in similar monitoring
activities, provides comparative public data, rating every skilled nursing
facility operating in each state based upon quality-of-care indicators. CMS’s
system is the Five-Star Quality Rating System, introduced in 2008, to help
consumers, their families and caregivers compare nursing homes more
easily. The Five-Star Quality Rating System gives each nursing home a
rating of between one and five stars in various categories, and the ratings
are available on a consumer-facing website, Nursing Home Compare. In
cases of acquisitions, the previous operator's clinical ratings are included in
our overall Five-Star Quality Rating. Over the years, the Five-Star Quality
Rating System has been modified, with the most recent changes being
implemented in 2018 and 2019. Additionally, as a result of the COVID-19
pandemic and CMS’s suspension or modification of certain inspection and
reporting requirements, the data used to calculate the star ratings of facilities
was interrupted. CMS temporarily froze certain data on the Nursing Home
Compare website through January 2021, and recalculated its Five Star
Quality ratings with modified data used to calculate the nursing home's
rating. Other data related to quality reporting measures, including new or
worsened pressure-related injuries and discharges to home, are not presently

factored into CMS's star calculations. This data is reflected on the Nursing
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Home Compare website based on the recalculation in January of 2022. The

temporary adjustments due to COVID-19 could impact facilities that might

have less favorable Five-Star Ratings from being able to demonstrate

improvements on the public-facing website through mid-2022. For more

information on these changes, see Item 1., under Government Regulation.

25. The statement in § 24 was materially false and misleading because it
omitted that Ensign relies on self reporting to have a higher quality of care ratings
than would otherwise be realistic, considering that Ensign routinely neglects the
elderly people in its care.

26.  On February 2, 2023, Ensign filed with the SEC its Annual Report on
Form 10-K for the year ended December 31, 2022 (the “2022 Annual Report™).
Attached to the 2022 Annual Report were signed certifications pursuant to SOX
signed by Defendants Port and Snapper attesting to the accuracy of financial
reporting, the disclosure of any material changes to the Company’s internal
controls over financial reporting, and the disclosure of all fraud.

27.  The 2022 Annual Report contained a risk disclosure under the heading
“We are subject to various government reviews, audits and investigations that
could adversely affect our business, including an obligation to refund amounts
previously paid to us, potential criminal charges, the imposition of fines, and/or the

loss of our right to participate in Medicare and Medicaid programs.” This risk
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disclosure was materially similar to the risk disclosure described in 9 18, but
notably added the following language compared to the prior year’s corresponding

risk disclosure:

On June 29, 2022, CMS announced updated guidance for Phase 2 and 3 of
the requirements of participation. The guidance updates the following
topics: (1) resident abuse and neglect (including reporting of abuse); (2)
admission, transfer and discharge; (3) mental health and substance abuse
disorders; (4) nurse staffing and reporting of payroll to evaluate staffing
sufficiency; (5) residents’ rights (including visitation); (6) potential
inaccurate diagnoses or assessments; (7) prescription and use of
pharmaceuticals, including psychotropics and drugs that act like
psychotropics; (8) infection prevention and control; (9) arbitration of
disputes between facilities and residents; (10) psychosocial outcomes and
related severity; and (11) the timeliness and completion of state
investigations to improve consistency in the application of standards among
various states. The application of CMS’s new guidance could result in more
aggressive and stringent surveys, and potential fines, penalties, sanctions, or
administrative actions taken against our independent operating subsidiaries.

28. The risk disclosure was materially false and misleading for the

reasons stated in 9§ 19, and Ensign continued to materially understate the risks
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presented by the updated CMS guidance discussed above, considering its sweeping
misconduct.

29. The 2022 Annual Report contained a substantially similar risk
disclosure to the one noted in 9 20. As such, it was materially false and misleading
for the reasons stated in 9 21.

30. The 2022 Annual Report contained a substantially similar risk
disclosure to the one noted in 9§ 22. As such, it was materially false and misleading
for the reasons stated in 9§ 23.

31. The 2022 Annual Report contained a similar risk disclosure to the one
noted in 9 24, stating the following under the heading “If we do not achieve or
maintain competitive quality of care ratings from CMS or private organizations
engaged in similar monitoring activities, our business may be negatively
affected”:

As discussed in Item 1., under Government Regulation, CMS, as well as

certain private organizations engaged in similar monitoring activities,

provides comparative public data, rating every SNF operating in each state
based upon quality-of-care indicators. CMS’s system is the Five-Star

Quality Rating System, intended to compare nursing homes more easily.

The Five-Star Quality Rating System gives each nursing home a rating of

between one and five stars in various categories, with five-star ratings
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harder to obtain over time. The ratings are available on a consumer-facing
website, Nursing Home Compare. In cases of acquisitions, the previous
operator's clinical ratings are included in our overall Five-Star Quality
Rating. Based on CMS guidance issued in June of 2022, it is expected that
more data will be collected by CMS and ultimately reported on the Nursing
Home Compare website. Similarly, due to CMS's June 2022 guidance, we
expect CMS will seek to make the data reported on the Nursing Home
Compare website more readily accessible and understandable for
consumers.

CMS continues to increase quality measure thresholds, making it
more difficult to achieve upward and five-star ratings. Most recently, CMS
increased its quality measure thresholds in October of 2022, making it more
difficult for facilities to obtain or maintain four- and five-star ratings. CMS
has indicated that it will increase these quality measure thresholds every six
months. CMS acknowledges that some facilities may see a decline in their
overall five-star rating absent any new inspection information. This is
relevant to our business because the five-star ratings of our affiliated
facilities may decline even as their quality measures remain unchanged, or
even if their quality measures improve. This change could further affect star

ratings across the industry. Additionally, on the Nursing Home Compare
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website, CMS recently began displaying a consumer alert icon next to
nursing homes that have been cited on inspection reports for incidents of
abuse, neglect, or exploitation. In July of 2022, CMS updated the scoring
measures used for SNFs to include six dimensions of staffing and turnover,
which may affect the rating of our facilities on the Nursing Home Compare
website. CMS’s expanded evaluation and measurement of staffing and
turnover, including measures of all nurses, registered nurses, and
administrators, may adversely affect the scoring and evaluation of our
facilities under CMS’s Five-Star Quality Rating System. See Item 1.,
under Government Regulation.

Providing quality patient care is the cornerstone of our business. We
believe that hospitals, physicians and other referral sources refer patients
to us in large part because of our reputation for delivering quality care. If
we should fail to achieve our internal rating goals or fail to exceed the
national average rating on the Five-Star Quality Rating System, including
due to nursing and administrative staffing and turnover, or have facilities
displaying a consumer alert icon for incidents of abuse, neglect, or
exploitation, it may affect our ability to generate referrals, which could
have a material adverse effect upon our business and consolidated

financial condition, results of operations and cash flows.
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32. The statement in § 31 was materially false and misleading for the
reasons stated in § 25. Furter, stating that providing “quality patient care is the
cornerstone of our business” was materially false and misleading when it was made
because, in reality, Ensign business model depends on the systematic neglect of
those under its care. Further, Ensign takes various steps to cover up its misconduct.

33. OnFebruary 1, 2024, Ensign filed with the SEC its Annual Report on
Form 10-K for the year ended December 31, 2023 (the “2023 Annual Report”).
Attached to the 2023 Annual Report were signed certifications pursuant to SOX
signed by Defendants Port and Snapper attesting to the accuracy of financial
reporting, the disclosure of any material changes to the Company’s internal
controls over financial reporting, and the disclosure of all fraud.

34. The 2023 Annual Report contained a substantially similar risk
disclosure to the one noted in § 27 (which in turn had been updated from the risk
disclosure contained in 9 18). As such, it was materially false and misleading for
the reasons stated in 9 28.

35. The 2023 Annual Report contained a substantially similar risk
disclosure to the one noted in 9 20. As such, it was materially false and misleading

for the reasons stated in § 21.
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36. The 2023 Annual Report contained a substantially similar risk
disclosure to the one noted in 4 22. As such, it was materially false and misleading
for the reasons stated in 9§ 23.

37. The 2023 Annual Report contained a similar risk disclosure to the one
noted in § 31. As such, it was materially false and misleading for the reasons stated
in 9§ 32.

38.  On February 5, 2025, Ensign filed with the SEC its Annual Report on
Form 10-K for the year ended December 31, 2024 (the “2024 Annual Report”).
Attached to the 2024 Annual Report were signed certifications pursuant to SOX
signed by Defendants Port and Snapper attesting to the accuracy of financial
reporting, the disclosure of any material changes to the Company’s internal
controls over financial reporting, and the disclosure of all fraud.

39. The 2024 Annual Report contained a substantially similar risk
disclosure to the one noted in § 27 (which in turn had been updated from the risk
disclosure contained in 9 18). As such, it was materially false and misleading for
the reasons stated in q 28.

40. The 2024 Annual Report contained a substantially similar risk
disclosure to the one noted in 9§ 22. As such, it was materially false and misleading

for the reasons stated in § 23.
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41. The 2024 Annual Report contained a similar risk disclosure to the one
noted in 4 31. As such, it was materially false and misleading for the reasons stated
in 9 32.

42.  On February 4, 2026, Ensign filed with the SEC its Annual Report on
Form 10-K for the year ended December 31, 2025 (the “2025 Annual Report”).
Attached to the 2025 Annual Report were signed certifications pursuant to SOX
signed by Defendants Port and Snapper attesting to the accuracy of financial
reporting, the disclosure of any material changes to the Company’s internal
controls over financial reporting, and the disclosure of all fraud.

43. The 2025 Annual Report contained a substantially similar risk
disclosure to the one noted in 4 27 (which in turn had been updated from the risk
disclosure contained in 9 18). As such, it was materially false and misleading for
the reasons stated in 9§ 28.

44. The 2025 Annual Report contained a substantially similar risk
disclosure to the one noted in 9§ 22. As such, it was materially false and misleading
for the reasons stated in 9§ 23.

45. The 2025 Annual Report contained a similar risk disclosure to the one
noted in 4 31. As such, it was materially false and misleading for the reasons stated

in 9 32.
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46. On April 30, 2026, Ensign issued a press release entitled “The Ensign

Group Reports First Quarter 2026 Results; Raises 2026 Annual Earnings and
Revenue Guidance.” The press release quoted Defendant Port as stating the

following:

Our local leaders and their teams continue to be examples of excellence in
healthcare services as they earn the trust of patients, families, and their
local healthcare communities through high-quality clinical outcomes. As
each operation solidifies its reputation in its respective market, they are not
only seeing more patients, but they are also being entrusted to care for
increasingly complex cases, including a larger share of Medicare,
managed care, and other skilled patients. As we’ve said many times, our
consistent financial performance is a direct reflection of a relentless,
patient-focused culture—one that empowers our frontline teams to deliver
exceptional care in a family-like environment where people genuinely care
about one another/.]

Our clinical leaders also continue to drive outstanding outcomes,
which is particularly impressive given our growth over the past several
years. According to the most recently published CMS data, same-store
Ensign-affiliated facilities outperformed their peers in annual survey results

by 22% at the state level and 31% at the county level. This is especially
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notable given that many of these facilities were 1- and 2-star buildings at

acquisition. Additionally, our same-store operations outperformed

industry peers in 5-Star Quality Measure results by 24% nationally and

20% at the state level. These results reinforce our position as the provider of

choice in our markets and demonstrate our ability to create long-term value

through sustained clinical excellence[.]”

47.  The statements made by Defendant Port in § 46 were materially false
and misleading at the time they were made because, as Defendant Port knew or
should have known, Ensign’s business model depends on the systematic abuse of
patients through neglect, including by not providing sufficient food or toiletries.
Further, Ensign seeks to become more profitable by reducing the number of skilled
employees caring for the patients under its care, which it conceals. Further, Ensign
manipulates the 5-Star quality measure results that Defendant Port discussed to
make its facilities appear better than they are, which Defendant Port omitted,
further rendering his statement materially false and misleading when made. In
addition, Defendant Port discussed payments made by Medicare to Ensign, but
omitted that Ensign takes money from Medicare for especially unhealth patients,
but then does not use the funds to take care of those same patients.

48. The statements contained in Y  were materially false and/or

misleading because they misrepresented and failed to disclose the following
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adverse facts pertaining to the Company’s business, operations and prospects,
which were known to Defendants or recklessly disregarded by them. Specifically,
Defendants made false and/or misleading statements and/or failed to disclose that:
(1) Ensign’s business model depends on the systematic and widespread neglect of
elderly people who live in its facilities, including those with needs for high levels
of care; (2) Ensign’s abuse and neglect includes not giving residents enough food,
medical attention, or even basic toiletries as well as failing to respond to residents
in clear distress, which has resulted in resident deaths; (3) Ensign uses self-
reporting measures as a way to cover up that it systematically neglects patients; (4)
Ensign defrauds Medicaid and Medicare by taking federal funds to help patients
who need high levels of care, and then neglecting those same patients; (5) Ensign
falsifies the number of hours that Certified Nursing Assistants spend with
residents; (6) Ensign engages in an illegal scheme to rent the licenses of
Administrators who are not generally present at, nor actually managing, its
facilities; (7) Ensign materially understated the reputational and litigation exposure
that comes with a dangerous, abhorrent, and illegal business model; and (8) as a
result, Defendants’ statements about its business, operations, and prospects, were
materially false and misleading and/or lacked a reasonable basis at all relevant

times.

THE TRUTH BEGINS TO EMERGE
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49. On June 8, 2026, at 10:30 AM EST, Hunterbrook Media
“Hunterbrook™ published a report entitled “Ensign: The Nursing Home Empire
Built on Fatal Neglect” (the “Hunterbrook Report”).

50. The Hunterbrook Report stated that, according to Hunterbrook’s Five-
Month Investigation, “Ensign’s business model relies on delivering inadequate
care to patients while gaming data on quality[.] Patients are dying.”

51. The Hunterbrook Report noted the following about nursing home
care:

Most of us will require institutional care in our lifetime. We hope that
care will be high quality.

Faced with an aging population and widespread nursing shortages,
every American nursing facility must contend with infections, falls, and
sometimes death. On an average day, a facility might smell like human waste
cut with cleaning products. Easy listening music covers the croaking sounds
of uncomfortable residents. Frontline staff do their best at difficult and low-
paying jobs, in facilities lit fluorescently and decorated in liminal beige.

But Ensign has established something worse: a business model that

seems to depend on eroding care for America’s sick and elderly.
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52. The Hunterbrook Report stated that Hunterbrook’s investigation
showed that Ensign “boomed in recent years by rolling up distressed homes,
cutting high-skilled nursing staff, and gaming metrics.”

53.  The Hunterbrook Report stated the following about Ensign’s
expansion in recent years:

Our investigation shows the company boomed in recent years by
rolling up distressed homes, cutting high-skilled nursing staff, and gaming
metrics.

* % *

Ensign operates the most CMS-certified nursing facilities in America,
with 334 locations across 17 states. They offer more than 38,000 skilled
nursing beds|.]

But these facilities have problems — and they seem to get worse
after Ensign takes over. Conditions at several of its facilities are so severe
that they are candidates on CMS’s “Special Focus Facility” list, a roundup
of facilities with a pattern of serious problems that pose risks to resident
health and safety. Facilities on the SFF list are at risk of being terminated

from Medicare or Medicaid programs.

* * *
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Ensign’s model is working. It grew rapidly after its current CEO
took the helm in 2019. His $13.8 million in compensation last year — at a
company whose revenue is largely derived from public funds — was mostly
tied to company performance.

54. The Hunterbrook Report further stated the following about how
Ensign cuts support upon acquiring a nursing home facility:

We used 72 months of CMS [Centers for Medicaid & Medicaid
Services, or “CMS”] Provider Information records spanning January
2020 to March 2026 and tracked 161 facilities before and after Ensign
acquired them, verified by CMS Change of Ownership records.

We then compared the changes at Ensign facilities to what was
happening nationally at roughly 15,000 other facilities over the same time
periods, using a technique called difference-in-differences that helps sift the
Ensign Effect from broader industry trends.

The result? After Ensign takes over, total nursing hours fall at a
statistically significant rate, and continue to fall over time.

The Ensign Effect is especially visible among their higher-paid and

most highly skilled employees.
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Before acquisition, the registered nurse hours of the facilities hover
around the national average. After, a steady decline sets in and widens
over the following years.

55.  The Hunterbrook Report further stated:

The drop in RN hours also leads to a change in the overall staffing
mix.

An increased share of care hours are provided by Certified Nursing
Assistants (CNAs) and Licensed Practical Nurses (LPNs), who are less
highly trained than RNs and generally cannot provide complex medical
assessments or treatments independently.

And yet, while overall nursing care hours and the share of those hours
being provided by the most highly skilled professionals is dropping
precipitously, somehow Ensign’s overall star ratings consistently improve
at facilities it acquires.

How can that be?

Overall ratings — featured prominently on CMS’s Care Compare site
where families shop for nursing homes — are built by starting with the health
inspection score and then adding up to one star each for staffing and quality
measures, including self-reported numbers. Under this methodology, self-

reported data can lift a facility’s overall rating by as many as two stars: a
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2-star health inspection can become a 4-star overall, and a 3-star can

become a 5-star.

56. The Hunterbrook Report stated the following about how Ensign’s
incentive model creates a perverse incentive to cut care for those who need it most:

And Ensign does not limit incentive-based compensation to its senior
executives. Qur investigation found that some individual facility
administrators are compensated the same way, creating powerful
incentives to cut costs. While it’s normal to have financial performance
incentives for cutting costs, it’s different when the incentive is to cut
nursing hours — the results can be a matter of life and death.

57.  The Hunterbrook Report then stated the following about how a lawsuit
deposition taken in an action in Arizona state court, Faas et al v. Sunland Health
Associates, cv2021-091416, in which Ensign is also named as a defendant, shows
the following:

For example, a lawsuit deposition [in the aforementioned Faas action]

shows the company tied a facility administrator’s bonus directly to location

profits, and by staffing below recommended levels, that administrator was

able to boost a roughly $400,000 annual bonus to more than $800,000.
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As a result of understaffing at that very same facility, the lawsuit
claims, a resident died, his final moments captured on a recorded phone call
provided to Hunterbrook(.]

58.  The Hunterbrook Report stated the following about Doni Hunt Webb,
who lives in an Ensign facility in Utah:

To mask the sounds of screaming and crying, Doni Hunt Webb plays
loud music. “I know this is neglect and abuse,” she said. She has lived in an
Ensign facility in Utah for more than five years.

“I am a broken person now,” she told Hunterbrook, her voice
sounding heavy. “I watch many people in here get broken.”

She described the daily reality of an Ensign facility, which she said
was understaffed: persistent hygiene and medical failures.

Hunt Webb said she suffers from extreme nerve damage, a condition
she said does not get adequate treatment due to persistent understaffing,
turnover, and a lack of training.

At times, staff use wet paper towels in place of toilet paper, Hunt
Webb said. She and other residents get recurring infections, she said,
recalling that another patient cried and screamed after going a day without

food, without being changed, left in a soaking wheelchair.
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“The lack of staffing is the number one thing that affects residents’
quality of life,” the deputy state ombudsman in Texas, Alexa Schoeman, told
Hunterbrook.

59. The Report stated the following about other deaths at Ensign facilities:

Thomas Scates died after an Ensign facility neglected him, according
to his family. Herbert Howenstein died after a large pressure ulcer
developed at an Ensign nursing home. Six inches long, an inch deep,
blackened dead flesh, penetrating to muscle. An EMT report shows that
facility staff were aware but nobody was treating him for it. An expert
reviewing his death concluded, “The patient’s demise was almost merciful.”
A nonverbal resident with Alzheimer’s was found covered in ants with
bites all over her body — an infestation discovered by her family, not the
staff, according to an investigation report. Cheryle Weir died after begging
for help that did not come in time, her daughter told Hunterbrook. These are
just some of the stories Hunterbrook heard, which represent a fraction of the
devastation in Ensign facilities around the country.

60. The Hunterbrook Report further stated the following about Cheryle

Weir’s death:

They beat the walls.
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Cheryle Weir couldn’t breathe, her roommate recalled. Dependent
on ventilators at an Ensign facility, they couldn’t talk. They couldn’t scream.

So they banged on the table, banged on the wall, desperate for anyone
to hear. A nurse should have been there. No one was.

Eventually, Cheryle stopped banging.

61. The Hunterbrook Report quoted Cheryle Weir’s daughter as saying
“Iw]e could’ve had so much more time. And it was taken away.”

62. The Hunterbrook Report stated the following about the consequences
of using lower-skilled care:

Staffing cuts and pushing work onto lower-skilled employees can have

serious consequences, according to our sources.

Dominique Haynes, a former CNA at an Ensign facility in Texas,
mentioned uncertified staff providing care.

“I constantly saw residents passing away,” she said, referring to the
result of dialysis procedures performed by staff she thought were unqualified
to do so.

Haynes also described chronic supply shortages. Each morning, she
said she went “Easter egg hunting” for scarce supplies. She hoarded wet
wipes. Catheters went unchanged, and residents were regularly left sitting

in urine.
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“They’re scared that they won’t be changed, or that they’re not
going to get water, or they’re not going to be taken care of,” Haynes said.

The Hunterbrook Report discussed how public money from Medicare
and Medicaid flows to Ensign based on the needs of Ensign residents, but
how in turn, Ensign does not use those funds to care for those residents:

Public money flows to Ensign and other skilled nursing operators
based on the needs of their residents. But many simply don’t staff
accordingly.

Each nursing facility funded by Medicare, Medicaid, or both is bound
by federal law to have “sufficient nursing staff” to meet the needs of each
resident, also referred to as patient “acuity.” The higher the acuity, the more
staffing the law generally demands.

And Ensign residents tend to have higher needs than most.

That’s by design, former Ensign employees told Hunterbrook.
“They were seeking out people with more complex needs,” said one former
therapist. Administrators would deliberately “find the most complex
diagnosis of that patient for the highest payback.”

Ensign’s own financial filings indicate their patients are “often high-acuity”

and that their “business model is based in part on serving higher acuity
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patients.” As acuity goes up, so too should hours of care, according to federal
law. But Hunterbrook’s analysis found no consistent relationship at Ensign.

63. The Hunterbrook Report stated the following about how Ensign’s

staffing cuts might work if the patient population at its facilities were healthier, but
how Ensign specifically targets facilities with populations who are sicker than

average to get more federal funding, at the expense of patient care:

Ensign’s staffing cuts might make sense if the overall patient population at
facilities acquired by Ensign also had lower acuity over time. But because
the government pays more for higher acuity populations, Ensign actually
seeks to acquire facilities where patients are sicker than the national
average, Hunterbrook found. Ensign says as much in their public
communications, highlighting the sicker-than-average populations in their
facilities and telling shareholders that while these struggling nursing homes
might negatively affect margins at first, they typically contribute “to
earnings within 12 to 18 months.”

The numbers suggest Ensign accomplishes this primarily by cutting
down on the staff tasked with the survival of some of the nation’s sickest
and most vulnerable people.

64. Hunterbrook contained a section about analysis that quoted Ernest

Tosh, who Hunterbook describes as an “attorney who litigates nursing home abuse
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and neglect cases.” Counsel for the undersigned reviewed Mr. Tosh’s attorney
profile, and the work done by his firm, Tosh Law Firm, PLLC, and confirmed that

Mr. Tosh is highly experienced in nursing home neglect litigation.

65. That portion of the Hunterbrook Report stated the following,

including how dependent Ensign’s financial model is on neglecting the elderly:

Ensign’s profits can be traced to providing less care than its patients need
— and less care than it is meant to provide based on the tax dollars it
receives from the government. Government programs pay skilled nursing
facilities based on “acuity level,” a measurement of how sick the residents
are. Ensign says it’s focusing on high-acuity people in order to increase its
revenue, the bulk of which comes from government programs. But then it
staffs many facilities below the levels needed to provide the care those
payment rates are calibrated to support. Using the formula from a 2025
peer-reviewed study, Hunterbrook calculated a 5 million-hour gap
between hours of nursing care needed and hours actually provided at
Ensign facilities between July and November 2024, the period for which
robust data is available. “The difference between those two numbers is
fraud,” opined Ernest Tosh, an attorney who litigates nursing home abuse
and neglect cases. Hunterbrook estimates that closing that staffing gap

would have cost Ensign about $161 million during the period studied —
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or roughly $386 million annualized. That’s more than the company’s
entire reported net income that year of $298 million. Hunterbrook also
found that the more a facility profited from understaffing, the worse its
health survey scores, facility-reported incidents, complaint deficiencies,
total penalties, staff turnover, and staffing ratings.

66. The Hunterbrook Report included a portion with a quote from Ed

Dudensing, who the Hunterbrook Report describes as an elder-abuse attorney. The
undersigned counsel confirmed that Mr. Dudensing is in fact an elder-abuse
attorney with significant experience. Specifically, the Hunterbrook Report stated

the following:

Federal and state laws prohibit understaffing. Federal law requires every
Medicare- and Medicaid-funded nursing facility to keep “sufficient
nursing staff” to meet each resident’s needs. The sicker the resident, the
more staffing the law generally demands. Yet Hunterbrook found no
consistent relationship between how sick Ensign’s residents are and how
many hours it staffs. Four states where Ensign operates impose numeric
floors on the care that must be provided: California, Washington,
Tennessee, and Kansas. Our analysis of CMS records from 2020 through
2025 found Ensign facilities falling below the legal floors in those states

on more than 18,000 days cumulatively. “[ The regulation is that you have]
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to staff to meet the needs of residents, and that consistently does not happen,”
said Ed Dudensing, an elder-abuse attorney, describing insufficient staffing.
“That’s illegal ”

67. The Hunterbrook Report stated the following regarding “systematic

misrepresentations” made by Ensign employees:

Fabricated Google reviews; document falsification; falls downgraded to
“slips;” improperly upcoded patient acuity; and retaliation against staff who
refused to engage in these activities. Former employees also told
Hunterbrook they were compelled to provide unnecessary care and
exaggerate its duration. One former Ensign therapist described higher-ups
encouraging higher billing via falsifying minutes of therapy: “The 30
would be erased and somebody would putin a 70.”

68. The Hunterbrook Report further contained a section on how Ensign

uses related party transactions to conceal how profitable it is, because if Ensign
appeared more profitable, that would raise questions about why its profits are not
being used to improve patient care, rather than pay for, among other things,

executive compensation. The Hunterbrook Report highlighted a letter sent by
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Senator Elizabeth Warren to Christopher Christensen, the then Executive
Chairman of Ensign’s Board, highlighting as much. 2

69. On this news, the price of Ensign stock fell $13.88 per share, or
8.15%, to close at $156.42 per share on June 8, 2026.

70.  Ensign’s lack of response to the Hunterbrook Report, despite being
aware of the investigation conducted by Hunterbrook, is telling. As the
Hunterbrook Report noted, Ensign was asked to “respond to multiple detailed
requests for comment from Hunterbrook™ and did not do so. The Hunterbrook
Report further stated that “[w]hen asked directly about our findings regarding the
staffing gap and failures to meet minimum staffing levels, Ensign didn’t refute
them or offer additional data. The company didn’t respond at all.” The
Hunterbrook further stated that when asked about cutting staff hours and shifts of
more skilled, higher paid caregivers to “less skilled, cheaper ones,” Ensign did not
respond to “repeated requests.” The Hunterbrook Report further stated that Ensign
did not “respond to [Hunterbrook’s] questions about [Ensign’s] apparent
manipulation of the quality rating system.” Regarding the use of related party

transactions to conceal profitability, as mentioned above, the Hunterbrook Report

2

https://www.warren.senate.gov/imo/media/doc/2024.05.05%20L etter%20t0%20the%20Ensign
%20Group.pdf
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1 stated that “Ensign did not respond to Hunterbrook’s repeated questions regarding

2 ||its related party transactions.”

i 71.  Then, on June 11, 2026, Muddy Waters Research (“MW”") published

5 ||a report entitled “Ensign: Deceiving the Government at Estimated ~20% of

6 Facilities” (the “MW Report™).

; 72.  The MW Report stated in part the following:

9 [MW] is short Ensign/.] We conclude that Ensign engages in a systematic
1(1) scheme at an estimated ~20% of Skilled Nursing Facilities (SNFs) to rent
12 the licenses of Administrators who are not generally present at, nor
13 actually managing, the facilities. Ensign enters into consulting agreements
1: with these nominal Administrators that appear to cause Ensign to state the
16 facilities have licensed Administrators when in fact these administrators are
1; seldom on premise and do not substantively manage facilities. We believe
19 this scheme, which could amount to fraud against states, Medicare, and
20 Medicaid, is the pillar upon which Ensign’s acquisition strategy and
i; margins is built. Federal law requires each SNF have a licensed
23 Administrator (the state sets the licensing requirement) who manages the
2: facility to meet a Condition of Participation to be eligible to bill Medicare
26 and Medicaid, which account for 69% of Ensign’s revenue. The
27 Administrator is legally responsible for facility operations, staffing,
28
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regulatory compliance, resident safety, and quality of care. Under the False
Claims Act, if these practices have been in place for one year at ~20% of
facilities, we estimate the violations carry theoretical sanctions in the billions
of dollars. We estimate that without the license renting scheme and related
practices, which we believe enable its acquisitions and result in unduly low
expenditures, Ensign’s EBITDAR margins would compress by ~210 bps
and its growth would be limited to the ~2% rate of its peers. We estimate
that compliance — exclusive of any sanctions — would reduce Ensign’s 2027
EBIT by ~35% vs consensus.
73. The MW Report stated the following about MW’s investigation:

We sent investigators to 57 of Ensign’s facilities across eight states.
We found red flags consistent with rented licenses at 12 of these facilities,
which was 21% of the facilities visited. MW has obtained a “Consulting
Agreement” reportedly used to rent an Administrator’s license. Eight former
employees have detailed how the scheme operates, which makes clear to
us that these practices are intended to deceive regulators. The Centers for
Medicare & Medicaid Services appears unaware that ENSG is
systematically engaging in this behavior, which is likely due to the numerous
brands under which Ensign operates its SNFs. In 2023 and 2024, CMS has

issued reports showing unlicensed operators running four facilities that
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belong to Ensign, illustrating that CMS has likely not yet connected the
dots.

Hunterbrook Media on June 8th issued a report exposing low nursing levels,
dangerous practices, and overbilling for therapy at Ensign facilities. Our
research independently corroborates the evidence of billing for therapeutic
services that were never rendered and staffing. We believe that all these
practices result from the unique Management by Peer-Pressure model that
Ensign runs, which we understand leads to ~60% annual Administrator
turnover (including acquired facilities).

74.  The MW Report further stated the following about what MW deemed

the “License-Rental Scheme”:

Ensign has been able to grow at 11% per year via acquisition in part
due to the use of unlicensed operators to manage skilled nursing facilities
while paying licensed Administrators a monthly retainer of ~ $2,000 plus
8600 per site visit to hang their license on the wall. We view this “license
rental scheme” as a deliberate attempt to fool regulators into believing
facilities are being operated by a licensed Administrator.

We believe this violates a material condition of Medicare and
Medicaid participation under 42 CFR § 483.70(d)(2) and reimbursements

to these facilities could constitute “False Claims” under the False Claims
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Act under 31 U.S.C. § 3729. We further believe the license-rental scheme is
the foundation of Ensign’s acquisition strategy. Absent the scheme,
Ensign’s acquisition engine would likely slow from ~11% annual growth
to peer-level growth of ~ 2%, resulting in materially fewer acquisitions and
significantly lower future EBIT growth.

75. The MW Report then included the following graph outlining the

scheme:

Why the Scheme is in Place How the Scheme Operates Potential Financial and
Operational Impact

Ensign acquires facilities faster Unlicensed operator runs the A copy of the contract Ensign *  ~20% of facilities are likely
than it can staff buildings with building day-to-day uses to rent licenses managed by unlicensed
licensed Administrators . . . i i operators

* Licensed Administrator is paid * Former-employee interviews
Reported ~60% Administrator ~$2,000/month plus ~$600 per *  The scheme drives the M&A
turnover + peer "vote-off-the- visit to lend their license to the *  CMSsurveys flywheel; absent it, deal pace
island" culture keeps tenure facility; not involved in day-to- *  Plsite visits to 57 Ensign falls from ~40 to ~7
short day management; usually has Falies, acquisitions per year
Ensign usually does not hire e Significantly lower future
experienced Administrators; *  Facility bills EBIT growth
prefers internal AIT program to Medicare/Medicaid as if . .
staff facilities properly licensed; possibly *  ~$7B potentlal False Claims

constituting False Claims Act exposure

76.  The MW Report quoted a “Former Ensign Administrator” as saying

the following about the scheme and how the person with the “rented” license
conducts themselves whenever there is an investigation (alterations original to the

MW Report):

The first call that [the Ops Manager]| is making is to [the person whose
license is on the building] saying, ‘Hey, state just showed up,” and that
person is dropping whatever he or she is doing and hightailing it to the

building to say, ‘Hey, I’m the Administrator here...’ and they kind of put
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on a show of, ‘I’m the Administrator of record here,’ and usually the state

doesn’t dig into that too much.”

77. The MW Report stated the following under the heading “Unlicensed
Administrators are not Speeding Ticket Violations”:

The potential for material, even crippling penalties against ENSG seem far

greater than in prior well-known “regulatory shorts”. Each of a former DOJ

prosecutor and former OIG special agent emphasized the gravity of this
apparent conduct, emphasizing that as we presented it in a hypothetical
fact pattern, the conduct likely amounts to fraud, particularly if there’s
evidence of concealment. They emphasized that what we described were not
minor paperwork violations; and, noted that enforcement is more likely

when the misconduct involves a vulnerable patient population and a

licensing requirement intended to protect the health and safety of the

population.

78. The MW Report further quoted a “Former Assistant U.S. Attorney,
Department of Justice” as saying the following about the scheme (alterations
original to the MW Report): “Not only [would it be] a false certification, but [if]
there’s actually further attempts to hide this, which [would] really show[s] an intent

to defraud rather than just mere negligence or oversight.”
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79. MW stated the following about the “four independent evidence

sources” corroborating its allegation of Ensign conducting an illegal license rental

scheme:

We identified four independent evidence sources supporting the existence of
an Administrator license rental structure across Ensign facilities: (i) a copy
of the contract Ensign apparently uses to arrange Administrator license
rentals while unlicensed operators run day-to-day facility operations, (i1)
interviews with former Ensign employees across multiple states and roles,
(i11) CMS survey reports documenting unlicensed operators running
facilities, and (iv) unannounced private investigator site visits conducted
across 15% of all Ensign facilities in eight states.

Taken together, we believe this evidence makes clear these practices
are systematic and widespread, rather than isolated.

80. The MW Report then included the following graph, including noting

that a real, non-fraudulent administrator would make over $120,000 a year, rather

than $24K for what MW deems a rental or fraudulent administrator:

1. The Contract 2. Employee Interviews 3. CMS Reports 4. P.IL. Site Visits

$2K per month plus $600 per site 16 former employees interviewed Four CMS5 reports documented 57 unannounced site visits
visit unlicensed operators conducted
*  Employees worked across nine
*  Contract pays ~$24K for the year states *  Unlicensed Ops Managers *  Eight states visited across ~15%
admitted running facilities of ENSG facilities
«  PACS pays full-time +  Multiple roles corroborated same
Administrators $120K-$140K scheme *  Licensed Administrators absent or *  21% of facilities exhibited red
annually off-site flags consistent with license rental
arrangements
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81.  On this news, Ensign stock fell $4.52 per share, or 2.98%, to close at
$147.13 on June 11, 2026.

82. Then, on June 18, 2026, Hunterbrook issued a follow up report
entitled “New: Patients Hungry in Ensign Facilities™.

83.  The article stated that Ensign caregivers and residents had reached out
to Hunterbrook since the publication of the Hunterbrook, to add “new, firsthand
evidence of resident hunger, payroll falsification, understaffing, and staff
licensing issues.”

84. The article preliminarily stated that Ensign won’t “respond to
[Hunterbrook’s] reporting.” Further, Ensign “has not replied to repeated emails or
phone calls. It didn’t respond to Bloomberg News, either. And it did not engage
when Hunterbrook sent a billboard truck to its headquarters, instead sending
security after the driver.”

85.  The article stated that since the publication of the Hunterbrook Report,
“staff who have worked at Ensign’s facilities have flooded Hunterbrook’s inbox
with harrowing accounts of conditions inside those facilities. The company,
meanwhile, has expanded its stock repurchase authorization to $100 million.”

86.  The article even said the following about hunger at Ensign facilities:

One certified nursing assistant (CNA) claimed their facility — where

they had worked for a decade — was stripped of resources when Ensign
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took over. They even claimed it won a company award for cutting its food
budget as residents went hungry.

The alleged award isn’t on display, the CNA said: “It’s not something
to be proud of.”

The kitchen is allegedly kept locked, so staff find ways to sneak in
for food. The CNA said they once drove to a nearby Sonic, on their own
time and their own dime, to buy a hungry resident a hamburger. The CNA
makes $16.75 an hour.

That CNA wasn’t alone.

The accounts that reached Hunterbrook after our investigation into
Ensign came from Texas, Arizona, California, and Tennessee. Most sources
spoke on condition of anonymity, fearing retaliation. Their stories
corroborate our reporting and add firsthand detail of the often grim reality
inside Ensign facilities.

Asked what had changed the most since Ensign took over, the CNA
from Tennessee answered: “The dignity of our residents.”

87. The article further stated the following under the headline “Weight

Loss, Hunger™:

The award, the locked kitchen, the Sonic run — and there was more.
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The same CNA in Tennessee told Hunterbrook about the food
residents do get served. “They’re getting like half-cup-sized portions,” they
said. “Like if you were on a weight loss diet.”

Federal law requires nursing facilities to provide each resident with a
well-balanced diet that meets his or her specific dietary needs. Yet research
still finds malnutrition and food deprivation across the industry.

A separate CNA at an Ensign facility in California recounted similar
nutritional shortcomings. Though some residents had conditions with
specific dietary needs, like diabetes or hypertension, they said, everyone
was served the same thing.

“I don’t think it’s adequate,” the CNA told Hunterbrook about the
food served to residents. “It’s not healthy at all.”

And because the floor is so short-staffed, the CNA said, residents
with dementia who can’t feed themselves are simply left unfed. “Then the
patients end up losing weight, and they just go downhill.”

88.  The article stated the following under the headline “Shortages and
Locked Supply Closets”, discussing how staff bought residents toiletries out of
pocket to help them “preserve some basic dignity™:

Hunger is one symptom of a broader refusal to spend on necessities.
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Three people who worked for Ensign described severe shortages of
even the cheapest supplies. A former licensed practical nurse (LPN) wrote
in about a constant lack of basic materials for patients who were often in
“very acute” need, with “numerous wounds.”

In Tennessee, a CNA said it went beyond shortages: Essentials were
rationed and locked in closets only management could open. Staff bought
soap and deodorant out of their own pockets to preserve some basic dignity
for residents.

In California, another CNA described the same locked closets. “For
the first year or more we didn’t have access to bottles of soap,” the CNA
said. “They’re trying to save money or something.”

Staff, allegedly, weren’t given the alcohol pads needed to clean
catheter drainage tubes, the California CNA said — so “people just empty
it ... and then just close it up again.”

This could lead to urinary tract infections, according to the CNA.
“That could kill them.”

89. The article stated the following about “inflating nursing hours” by

logging nonclinical workers as floor Certified Nursing Assistants, or “CNAs”:

The shortages weren’t the only thing being hidden.
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Independently of each other, both Tennessee employees described a
scheme to make the facility look better staffed than it was: nonclinical
workers logged as floor CNAs.

Hours for people employed in office, housekeeping, and dietary
roles were recorded as CNA hours, an employee explained — inflating the
facility’s reported nursing time so that, in their words, “they don’t have to
staff more CNAs for that shift.”

The LPN flagged the same alleged practice — “the use of CNA
credentials for staffing purposes while employees were primarily working
in non-direct care roles.”

90. The article further stated:

The CNA also described a repeated situation where their hours were
misreported: inserting lunch breaks they never took, and inflating their
hours, including one shift logged as 19 hours. “I know I didn’t work 19
hours,” they told Hunterbrook.

They raised it with HR, which claimed it was a mistake. Within weeks, they
said, another shift showed up documented as 19 hours.

91. The article stated the following about how misclassifying staff hours

helps to inflate the ratings on Ensign facilities, while patients can’t be helped to

even go to the bathroom or take a shower because there isn’t enough help:
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Misclassifying staff hours to inflate the facility’s reported nursing
hours would also inflate the facility’s CMS 5-star ratings for staffing and
overall — as Hunterbrook found was the case in our initial investigation.

The Tennessee CNA described how this plays out in real life.

In keeping with Hunterbrook’s finding that registered nurse hours fall
after Ensign acquires a facility, this CNA estimated the building now has a
single RN for 67 patients.

Sometimes, they said, staff need help transferring a patient out of bed,
but there are no extra hands.

“These people are wanting their showers. It’s impossible.”

An LPN who worked at an Ensign facility in Texas said there often
weren’t even enough CNASs to take patients to the bathroom.

“I care deeply about the residents and have watched conditions deteriorate

despite raising concerns internally,” they said in an email.

92. The article stated the following under the heading “Practicing Above
Their License”:

Understaffing doesn’t just shortchange residents — it pushes the
problem onto employees with the lowest certification levels and pay scale.

When the schedule comes up short, our investigation found, Ensign

fills the gap not by hiring, but by leaning on overworked, under
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credentialed staff. That leaves frontline workers an impossible choice:
Jeopardize their license to keep residents safe, or stop at what they’re legally
allowed to do and watch patients go without care.

The Tennessee CNA described RN coverage simply vanishing from
a shift: “If that person didn’t have an RN title and wanted that shift, then
they would probably just throw another LPN in down there,” they said.
“There just wouldn’t be an RN on shift.”

The LPN in Texas lived the consequences of this staffing model —
left, as a new LPN, responsible for some of the sickest patients in the
building without adequate support. “I was too ignorant at the time to realize
my license was in jeopardy the longer I worked at this facility,” they told
Hunterbrook in an email.

The California CNA recalled months when the floor had at most one
RN — and the only RN providing hands-on care was the assistant director
of nursing. Otherwise, LPNs staffed the floor alone. LPNs in California are
not licensed to independently perform critical tasks such as ventilator
management or administering ['Vs.

It is the definition of a moral quandary — staff forced, shift after
shift, to choose between their professional code and the residents in front

of them. Ensign has built a workforce of people who, in the Tennessee
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1 CNA’s words, “put 110% into their residents’ care” while quietly

2 absorbing the legal and ethical risk of a staffing model designed to spend

i as little as possible on care.

5 The Texas LPN told Hunterbrook that their experience at Ensign

6 made them stop working at skilled nursing facilities altogether. “I loved

; my patients and wanted nothing but the best for them,” they said in an

9 email, “but it was so hard on the soul to see the neglect.”
1(1) 93.  On this news, Ensign stock fell $2.19 per share, or 1.4%, to close at
12 || $153.65 per share on June 18, 2026.
13 94.  As of June 23, 2026, Ensign has not published any public response,
1: such as on its investor relations page, to Hunterbrook or Muddy Waters’ varied and
16 || disturbing allegations. As such, Ensign has provided no competing inference
1; indicating a lack of scienter.
19 95. As a result of Defendants’ wrongful acts and omissions, and the
20 precipitous decline in the market value of the Company’s common shares, Plaintiff
2 and other Class members have suffered significant losses and damages.
23 PLAINTIFE’S CLASS ACTION ALLEGATIONS
24 96. Plaintiff brings this action as a class action pursuant to Federal Rule
zz of Civil Procedure 23(a) and (b)(3) on behalf of a class consisting of all persons
»7 ||other than defendants who acquired the Company’s securities publicly traded on
28
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NASDAQ during the Class Period, and who were damaged thereby (the “Class”™).
Excluded from the Class are Defendants, the officers and directors of the Company,
members of the Individual Defendants’ immediate families and their legal
representatives, heirs, successors or assigns and any entity in which Defendants
have or had a controlling interest.

97. The members of the Class are so numerous that joinder of all members
is impracticable. Throughout the Class Period, the Company’s securities were
actively traded on NASDAQ. While the exact number of Class members is
unknown to Plaintiff at this time and can be ascertained only through appropriate
discovery, Plaintiff believes that there are hundreds, if not thousands of members
in the proposed Class.

98. Plaintiff’s claims are typical of the claims of the members of the Class
as all members of the Class are similarly affected by Defendants’ wrongful conduct
in violation of federal law that is complained of herein.

99. Plaintiff will fairly and adequately protect the interests of the
members of the Class and has retained counsel competent and experienced in class
and securities litigation. Plaintiff has no interests antagonistic to or in conflict with

those of the Class.
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100. Common questions of law and fact exist as to all members of the Class

and predominate over any questions solely affecting individual members of the

Class. Among the questions of law and fact common to the Class are:

o whether the Exchange Act was violated by Defendants’ acts as alleged
herein;

o whether statements made by Defendants to the investing public during
the Class Period misrepresented material facts about the business and
financial condition of the Company;

o whether Defendants’ public statements to the investing public during
the Class Period omitted material facts necessary to make the statements
made, in light of the circumstances under which they were made, not
misleading;

o whether the Defendants caused the Company to issue false and

misleading filings during the Class Period;

o whether Defendants acted knowingly or recklessly in issuing false
filings;
o whether the prices of the Company securities during the Class Period

were artificially inflated because of the Defendants’ conduct complained of

herein; and
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1 o whether the members of the Class have sustained damages and, if so,

2 what is the proper measure of damages.

i 101. A class action is superior to all other available methods for the fair

5 ||and efficient adjudication of this controversy since joinder of all members is

6 impracticable. Furthermore, as the damages suffered by individual Class members

; may be relatively small, the expense and burden of individual litigation make it

9 ||impossible for members of the Class to individually redress the wrongs done to
1(1) them. There will be no difficulty in the management of this action as a class action.
12 102. Plaintiff will rely, in part, upon the presumption of reliance
13 established by the fraud-on-the-market doctrine in that:
1: o the Company’s shares met the requirements for listing, and were listed
16 and actively traded on NASDAQ, an efficient market;
1; o as a public issuer, the Company filed periodic public reports;
19 o the Company regularly communicated with public investors via
2(1) established market communication mechanisms, including through the
2 regular dissemination of press releases via major newswire services and
23 through other wide-ranging public disclosures, such as communications with
i: the financial press and other similar reporting services;
26 o the Company’s securities were liquid and traded with moderate to
27 heavy volume during the Class Period; and
28
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o the Company was followed by a number of securities analysts
employed by major brokerage firms who wrote reports that were widely
distributed and publicly available.

103. Based on the foregoing, the market for the Company’s securities
promptly digested current information regarding the Company from all publicly
available sources and reflected such information in the prices of the shares, and
Plaintiff and the members of the Class are entitled to a presumption of reliance
upon the integrity of the market.

104. Alternatively, Plaintiff and the members of the Class are entitled to
the presumption of reliance established by the Supreme Court in Affiliated Ute
Citizens of the State of Utah v. United States, 406 U.S. 128 (1972), as Defendants
omitted material information in their Class Period statements in violation of a duty
to disclose such information as detailed above.

COUNT I
For Violations of Section 10(b) And Rule 10b-5 Promulgated Thereunder
_Against All Defendants

105. Plaintiff repeats and realleges each and every allegation contained
above as if fully set forth herein.

106. This Count is asserted against Defendants is based upon Section 10(b)
of the Exchange Act, 15 U.S.C. § 78j(b), and Rule 10b-5 promulgated thereunder
by the SEC.
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1 107. During the Class Period, Defendants, individually and in concert,

2 ||directly or indirectly, disseminated or approved the false statements specified

3

A above, which they knew or deliberately disregarded were misleading in that they

5 ||contained misrepresentations and failed to disclose material facts necessary in

6 || order to make the statements made, in light of the circumstances under which they

7

g || were made, not misleading.

9 108. Defendants violated §10(b) of the 1934 Act and Rule 10b-5 in that
10 &

ey:
11
12 o employed devices, schemes and artifices to defraud;
13 o made untrue statements of material facts or omitted to state material
14
15 facts necessary in order to make the statements made, in light of the
16 circumstances under which they were made, not misleading; or
17
3 o engaged in acts, practices and a course of business that operated as a
19 fraud or deceit upon plaintiff and others similarly situated in connection with
20 their purchases of the Company’s securities during the Class Period.
21
29 109. Defendants acted with scienter in that they knew that the public
23 ||documents and statements issued or disseminated in the name of the Company
24
55 were materially false and misleading; knew that such statements or documents
26 ||would be issued or disseminated to the investing public; and knowingly and
27 substantially participated, or acquiesced in the issuance or dissemination of such
28
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statements or documents as primary violations of the securities laws. These
defendants by virtue of their receipt of information reflecting the true facts of the
Company, their control over, and/or receipt and/or modification of the Company’s
allegedly materially misleading statements, and/or their associations with the
Company which made them privy to confidential proprietary information
concerning the Company, participated in the fraudulent scheme alleged herein.
110. During the Class Period, Defendants acted with scienter in that they
knew or otherwise were deliberately reckless in not knowing that the public
statements disseminated on behalf of Ensign were materially false and misleading
at the time that they were made, as a result of the fact that Ensign has faced
litigations regarding neglect in its facilities. Further, to date, as discussed above,
Ensign has not provided a competing inference to disturbing allegations that it (1)
systematically neglects patients, including by depriving them of basic food or
toiletries; (2) that patients have died as a result of such neglect; (3) that it defrauds
federal programs such as Medicare; (4) that Ensign employees engage in illegal
upcoding; (5) that Ensign uses self-reporting to manipulate ratings on its facilities;
and (6) that Ensign uses other measures to attempt to conceal its neglect. In
addition, Ensign has not responded to such allegations despite the fact that

Hunterbrook repeatedly asked Ensign for a response to its investigation prior to
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when its Report was released, giving Ensign ample time to investigate the
allegations prior to their publication.

111. Individual Defendants, who are the senior officers of the Company,
had actual knowledge of the material omissions and/or the falsity of the material
statements set forth above, and intended to deceive Plaintiff and the other members
of the Class, or, in the alternative, acted with reckless disregard for the truth when
they failed to ascertain and disclose the true facts in the statements made by them
or any other of the Company’s personnel to members of the investing public,
including Plaintiff and the Class.

112. As a result of the foregoing, the market price of the Company’s
securities was artificially inflated during the Class Period. In ignorance of the
falsity of Defendants’ statements, Plaintiff and the other members of the Class
relied on the statements described above and/or the integrity of the market price of
the Company’s securities during the Class Period in purchasing the Company’s
securities at prices that were artificially inflated as a result of Defendants’ false and
misleading statements.

113. Had Plaintiff and the other members of the Class been aware that the
market price of the Company’s securities had been artificially and falsely inflated

by Defendants’ misleading statements and by the material adverse information
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which Defendants did not disclose, they would not have purchased the Company’s
securities at the artificially inflated prices that they did, or at all.

114. As aresult of the wrongful conduct alleged herein, Plaintiff and other
members of the Class have suffered damages in an amount to be established at trial.

115. By reason of the foregoing, Defendants have violated Section 10(b)
of the 1934 Act and Rule 10b-5 promulgated thereunder and are liable to the
plaintiff and the other members of the Class for substantial damages which they
suffered in connection with their purchase of the Company’s securities during the
Class Period.

COUNT T
Violations of Section 20(a) of the Exchange Act
Against the Individual Defendants

116. Plaintiff repeats and realleges each and every allegation contained in
the foregoing paragraphs as if fully set forth herein.

117. During the Class Period, the Individual Defendants participated in the
operation and management of the Company, and conducted and participated,
directly and indirectly, in the conduct of the Company’s business affairs. Because
of their senior positions, they knew the adverse non-public information about the
Company’s business practices.

118. As officers of a publicly owned company, the Individual Defendants
had a duty to disseminate accurate and truthful information with respect to the
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1 ||Company’s’ financial condition and results of operations, and to correct promptly
2 || any public statements issued by the Company which had become materially false
i or misleading.
5 119. Because of their positions of control and authority as senior officers,
6 the Individual Defendants were able to, and did, control the contents of the various
; reports, press releases and public filings which the Company disseminated in the
9 ||marketplace during the Class Period concerning the Company’s results of
1(1) operations. Throughout the Class Period, the Individual Defendants exercised their
12 ||power and authority to cause the Company to engage in the wrongful acts
13 complained of herein. The Individual Defendants therefore, were “controlling
1: persons” of the Company within the meaning of Section 20(a) of the Exchange
16 || Act. In this capacity, they participated in the unlawful conduct alleged which
1; artificially inflated the market price of the Company’s securities.
19 120. By reason of the above conduct, the Individual Defendants are liable
20 pursuant to Section 20(a) of the Exchange Act for the violations committed by the
21
) Company.
23 PRAYER FOR RELIEF
i: WHEREFORE, Plaintiff, on behalf of himself and the Class, prays for
26 ||Judgment and relief as follows:
27
28
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(a)  declaring this action to be a proper class action, designating Plaintiff
as Lead Plaintiff and certifying Plaintiff as a class representative under Rule 23 of
the Federal Rules of Civil Procedure and designating Plaintiff’s counsel as Lead
Counsel;

(b) awarding damages in favor of Plaintiff and the other Class members
against all Defendants, jointly and severally, together with interest thereon;

(c) awarding Plaintiff and the Class reasonable costs and expenses
incurred in this action, including counsel fees and expert fees; and

(d) awarding Plaintiff and other members of the Class such other and
further relief as the Court may deem just and proper.

JURY TRIAL DEMANDED

Plaintiff hereby demands a trial by jury.

Dated: October 8, 2026
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