
ENSIGN GROUP, INC
Form 10-K
February 10, 2016
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
_____________________________
FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13(a) OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934.

For the fiscal year ended December 31, 2015 

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: 001-33757
THE ENSIGN GROUP, INC.
(Exact Name of Registrant as Specified in Its Charter)
Delaware 33-0861263
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) Identification No.)
27101 Puerta Real, Suite 450
Mission Viejo, CA 92691
(Address of Principal Executive Offices and Zip Code)
(949) 487-9500
(Registrant’s Telephone Number, Including Area Code)
N/A
(Former Name, Former Address and Former Fiscal Year, If Changed Since Last Report)
_____________________________
Title of Each Class Name of Each Exchange on Which Registered
Common Stock, par value $0.001 per share NASDAQ Global Select Market

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. 
 x Yes     o No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.  o Yes     x 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. x Yes o No
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted 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 and post such files). x Yes o No
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the registrant's knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, non-accelerated filer, or
a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer x Accelerated filer o Non-accelerated filer o Smaller reporting company o

(Do not check if a smaller reporting
company)

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

The aggregate market value of the registrant's common stock held by non-affiliates of the registrant, computed by
reference to the closing price as of the last business day of the registrant's most recently completed second fiscal
quarter, June 30, 2015, was approximately $1,211,000,000. Shares of Common Stock held by each executive officer,
director and each person owning more than 10% of the outstanding Common Stock of the registrant have been
excluded in that such persons may be deemed to be affiliates of the registrant. This determination of affiliate status is
not necessarily a conclusive determination for other purposes.
As of February 8, 2016, 50,721,035 shares of the registrant’s common stock were outstanding.

DOCUMENTS INCORPORATED BY REFERENCE: 

Part III of this Form 10-K incorporates information by reference from the Registrant's definitive proxy statement for
the Registrant's 2016 Annual Meeting of Stockholders to be filed within 120 days after the close of the fiscal year
covered by this annual report.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

This Annual Report on Form 10-K contains forward-looking statements, which include, but are not limited to our
expected future financial position, results of operations, cash flows, financing plans, business strategy, budgets, capital
expenditures, competitive positions, growth opportunities and plans and objectives of management. Forward-looking
statements can often be identified by words such as “anticipates,” “expects,” “intends,” “plans,” “predicts,” “believes,” “seeks,”
“estimates,” “may,” “will,” “should,” “would,” “could,” “potential,” “continue,” “ongoing,” similar expressions, and variations or
negatives of these words. These statements are subject to the safe harbors created under the Securities Act of 1933
(Security Act) and the Securities Exchange Act of 1934 (Exchange Act). These statements are not guarantees of future
performance and are subject to risks, uncertainties and assumptions that are difficult to predict. Therefore, our actual
results could differ materially and adversely from those expressed in any forward-looking statements as a result of
various factors, some of which are listed under the section “Risk Factors” in Part I, Item 1A of this Annual Report on
Form 10-K. Accordingly, you should not rely upon forward-looking statements as predictions of future events. These
forward-looking statements speak only as of the date of this Annual Report, and are based on our current expectations,
estimates and projections about our industry and business, management's beliefs, and certain assumptions made by us,
all of which are subject to change. We undertake no obligation to revise or update publicly any forward-looking
statement for any reason, except as otherwise required by law.

As used in this Annual Report on Form 10-K, the words, "Ensign," Company," “we,” “our” and “us” refer to The Ensign
Group, Inc. and its consolidated subsidiaries. All of our operating subsidiaries, the Service Center (defined below) and
our wholly-owned captive insurance subsidiary (the Captive) are operated by separate, wholly-owned, independent
subsidiaries that have their own management, employees and assets. References herein to the consolidated “Company”
and “its” assets and activities, as well as the use of the terms “we,” “us,” “our” and similar terms in this Annual Report is not
meant to imply, nor should it be construed as meaning, that The Ensign Group, Inc. has direct operating assets,
employees or revenue, or that any of the subsidiaries are operated by The Ensign Group.

The Ensign Group, Inc. is a holding company with no direct operating assets, employees or revenues. In addition,
certain of our wholly-owned independent subsidiaries, collectively referred to as the Service Center, provide
centralized accounting, payroll, human resources, information technology, legal, risk management and other
centralized services to the other operating subsidiaries through contractual relationships with such subsidiaries. In
addition, our wholly-owned captive insurance subsidiary, which we refer to as the Captive, provides some
claims-made coverage to our operating subsidiaries for general and professional liability, as well as for certain
workers' compensation insurance liabilities.

We were incorporated in 1999 in Delaware. The Service Center address is 27101 Puerta Real, Suite 450, Mission
Viejo, CA 92691, and our telephone number is (949) 487-9500. Our corporate website is located at
www.ensigngroup.net. The information contained in, or that can be accessed through, our website does not constitute
a part of this Annual Report.

EnsignTM is our United States trademark. All other trademarks and trade names appearing in this annual report are the
property of their respective owners.
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PART I.

Item 1.        Business
Company Overview
We, through our operating subsidiaries, are a provider of healthcare services across the post-acute care continuum, as
well as urgent care centers and mobile ancillary businesses located in Arizona, California, Colorado, Idaho, Iowa,
Kansas, Nebraska, Nevada, Oregon, South Carolina, Texas, Utah, Washington and Wisconsin. Our operating
subsidiaries, each of which strives to be the service of choice in the community it serves, provide a broad spectrum of
skilled nursing, assisted living, home health and hospice, mobile ancillary and urgent care services. As of
December 31, 2015, we offered skilled nursing, assisted living and rehabilitative care services through 186 skilled
nursing and assisted living facilities across 13 states. Our home health and hospice business provided home health,
hospice and home care services from 32 agencies across nine states. Our 17 urgent care centers and mobile ancillary
operations are located in Arizona, Colorado, Utah and Washington.

Our organizational structure is centered upon local leadership. We believe our organizational structure, which
empowers leaders and staff at the local level, is unique within the healthcare services industry. Each of our operations
is led by highly dedicated individuals who are responsible for key operational decisions at their operations. Leaders
and staff are trained and motivated to pursue superior clinical outcomes, high patient and family satisfaction,
operating efficiencies and financial performance at their operations.

We encourage and empower our leaders and staff to make their operation the “operation of choice” in the community it
serves. This means that our leaders and staff are generally authorized to discern and address the unique needs and
priorities of healthcare professionals, customers and other stakeholders in the local community or market, and then
work to create a superior service offering for, and reputation in, that particular community or market. We believe that
our localized approach encourages prospective customers and referral sources to choose or recommend the operation.
In addition, our leaders are enabled and motivated to share real-time operating data and otherwise benchmark clinical
and operational performance against their peers in order to improve clinical care, enhance patient satisfaction and
augment operational efficiencies, promoting the sharing of best practices.

We view healthcare services primarily as a local business, influenced by personal relationships and community
reputation. We believe our success is largely dependent upon our ability to build strong relationships with key
stakeholders from the local healthcare community, based upon a solid foundation of reliably superior care.
Accordingly, our brand strategy is focused on encouraging the leaders and staff of each operation to focus on clinical
excellence, and promote their operation independently within their local community.

Much of our historical growth can be attributed to our expertise in acquiring real estate or leasing both
under-performing and performing post-acute care operations and transforming them into market leaders in clinical
quality, staff competency, employee loyalty and financial performance. We have also invested in new business lines
that are complementary to our existing businesses, such as urgent care centers and ancillary services. We plan to
continue to grow our revenue and earnings by:

•continuing to grow our talent base and develop future leaders;

•increasing the overall percentage or “mix” of higher-acuity patients;

•focusing on organic growth and internal operating efficiencies;

•continuing to acquire additional operations in existing and new markets;

Edgar Filing: ENSIGN GROUP, INC - Form 10-K

6



•expanding and renovating our existing operations;

•constructing new facilities in existing and new markets, and

•strategically investing in and integrating other post-acute care healthcare businesses.

Company History 

Our company was formed in 1999 with the goal of establishing a new level of quality care within the skilled nursing
industry. The name “Ensign” is synonymous with a “flag” or a “standard,” and refers to our goal of setting the standard by
which all others in our industry are measured. We believe that through our efforts and leadership, we can foster a new
level of patient care and
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professional competence at our operating subsidiaries, and set a new industry standard for quality skilled nursing and
rehabilitative care services.

We organize our operating subsidiaries into portfolio companies, which we believe has enabled us to maintain a local,
field-driven organizational structure and attract additional qualified leadership talent, and to identify, acquire, and
improve operations at a generally faster rate. Each of our portfolio companies has its own president. These presidents,
who are experienced and proven leaders that are generally taken from the ranks of operational CEOs, serve as
leadership resources within their own portfolio companies, and have the primary responsibility for recruiting qualified
talent, finding potential acquisition targets, and identifying other internal and external growth opportunities. We
believe this organizational structure has improved the quality of our recruiting and will continue to facilitate
successful acquisitions.

Recent Events
On December 9, 2015, we announced a two-for-one stock split of our outstanding shares of common stock. The stock
split was effected in the form of a stock dividend, paid on December 23, 2015 to shareholders of record at the close of
business December 17, 2015. Our common stock began trading at the split-adjusted price on December 24, 2015. We
have reflected the two-for-one stock split in our share and per share amount presented.

On November 4, 2015, we announced that our Board of Directors authorized a stock repurchase program, under which
we may repurchase up to $15.0 million of our common stock over a period of 12 months. Under this program, we are
authorized to repurchase our issued and outstanding common shares from time to time in open-market and privately
negotiated transactions and block trades in accordance with federal securities laws. The number of shares repurchased
will depend entirely upon the levels of cash available, the attractiveness of alternate investment and business
opportunities either at hand or on the horizon, management's perception of value relative to market price and other
legal, regulatory and contractual requirements. The stock repurchase program is scheduled to expire on November 4,
2016. We did not purchase any shares pursuant to this stock repurchase program during the year ended December 31,
2015.

Subsequent to December 31, 2015, we repurchased 0.7 million shares of our common stock for a total of $15.0
million.
In February 2015, we completed a common stock offering, issuing approximately 5.5 million shares. We used the net
proceeds to pay off outstanding amounts under our credit facility.

In the fourth quarter of 2014, we realigned our operating segments to correlate more closely with our service
offerings, which coincide with the way that we measure performance and allocate resources. We have two reportable
operating segments: (1) transitional, skilled and assisted living services (TSA services), which includes the operation
of skilled nursing facilities, assisted and independent living facilities and is the largest portion of our business; and (2)
home health and hospice services, which includes our home health, home care and hospice businesses. Our Chief
Executive Officer, who is our chief operating decision maker, or CODM, reviews financial information at the
operating segment level.

We also report an “all other” category that includes results from our urgent care centers and mobile ancillary operations.
Our urgent care centers and mobile ancillary businesses are neither significant individually nor in aggregate and
therefore do not constitute a reportable segment. Our reporting segments are business units that offer different services
and are managed separately to provide greater visibility into those operations. The expansion of our home health and
hospice business led us to separate our home health and hospice businesses into distinct reportable segment in the
fourth quarter of 2014. Previously, we had a single reportable segment, healthcare services, which included providing
skilled nursing, assisted living, home health and hospice, urgent care and related ancillary services. For more
information about our operating segments, as well as financial information, see Part II Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations and Note 8, Business Segments of the
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Notes to Consolidated Financial Statements.

On June 1, 2014, we completed the spin-off of our real estate operations to our stockholders through the distribution
of all of the outstanding shares of common stock of CareTrust REIT, Inc. (CareTrust) to Ensign stockholders on a pro
rata basis (the Spin-Off). We transferred 97 skilled nursing, assisted and independent living facilities to CareTrust as
part of the Spin-Off. We continue to operate 94 of these facilities under multiple, long-term, triple-net leases with
CareTrust.

Segments

Transitional, Skilled and Assisted Living Services Segment

5
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Skilled Nursing Operations

As of December 31, 2015, our skilled nursing companies provided skilled nursing care at 146 operations, with 15,099
operational beds, in Arizona, California, Colorado, Idaho, Iowa, Kansas, Nebraska, Nevada, South Carolina, Texas,
Utah, Washington and Wisconsin. Through our skilled nursing operations, we provide short stay patients and long
stay patients with a full range of medical, nursing, rehabilitative, pharmacy and routine services, including daily
dietary, social and recreational services. We generate our revenue from Medicaid, private pay, managed care and
Medicare payors. During the year ended December 31, 2015, approximately 44.0% and 29.5% of our skilled nursing
revenue was derived from Medicaid and Medicare programs, respectively.

Assisted and Independent Living Operations

We complement our skilled nursing care business by providing assisted and independent living services at 55
operations, of which 15 are located on the same site location as our skilled nursing care operations. As of
December 31, 2015, we had 4,554 units. Our assisted living companies located in Arizona, California, Colorado,
Idaho, Kansas, Nebraska, Nevada, Texas, Utah, Washington and Wisconsin, provide residential accommodations,
activities, meals, security, housekeeping and assistance in the activities of daily living to seniors who are independent
or who require some support, but not the level of nursing care provided in a skilled nursing operation. Our
independent living units are non-licensed independent living apartments in which residents are independent and
require no support with the activities of daily living. We generate revenue at these units primarily from private pay
sources, with a small portion earned from Medicaid or other state-specific programs. During the year ended
December 31, 2015, approximately 92.3% of our assisted and independent living revenue was derived from private
pay sources.

Home Health and Hospice Services Segment

Home Health

As of December 31, 2015, we provided home health care services in Arizona, California, Colorado, Idaho, Iowa,
Oregon, Texas, Utah and Washington. Our home health care services generally consist of providing some
combination of nursing, speech, occupational and physical therapists, medical social workers and certified home
health aide services. Home health care is often a cost-effective solution for patients, and can also increase their quality
of life and allow them to receive quality medical care in the comfort and convenience of a familiar setting. We derive
the majority of our home health revenue from Medicare and managed care organizations. During the year ended
December 31, 2015, approximately 55.9% of our home health revenue were derived from Medicare.

Hospice

As of December 31, 2015, we provided hospice care services in Arizona, California, Colorado, Idaho, Texas, Utah and
Washington. Hospice services focus on the physical, spiritual and psychosocial needs of terminally ill individuals and
their families, and consists primarily of palliative and clinical care, education and counseling. We derive the majority
of our hospice revenue from Medicare reimbursement. During the year ended December 31, 2015, approximately
85.5% of our hospice revenue was derived from Medicare.

Other

In addition, as of December 31, 2015, we operated 17 urgent care clinics and held majority membership interest of
mobile ancillary operations located in Arizona, Colorado, Washington and Utah. Our urgent care centers provide daily
access to healthcare for minor injuries and illnesses, including x-ray and lab services, all from convenient
neighborhood locations with no appointments.
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We have invested in and are exploring new business lines that are complementary to our existing transitional, skilled
and assisted living services and home health and hospice businesses. These new business lines consist of mobile
ancillary services, including digital x-ray, ultrasound, electrocardiograms, patient transportation, ankle-brachial index,
and phlebotomy services to people in their homes or at long-term care facilities. To date these businesses are not
meaningful contributors to our operating results.

Growth 

We have an established track record of successful acquisitions. Much of our historical growth can be attributed to our
expertise in acquiring real estate or leasing both under-performing and performing post-acute care operations and
transforming them into
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market leaders in clinical quality, staff competency, employee loyalty and financial performance. With each
acquisition, we apply our core operating expertise to improve these operations, both clinically and financially. In years
where pricing has been high, we have focused on the integration and improvement of our existing operating
subsidiaries while limiting our acquisitions to strategically situated properties.

In the last few years, our acquisition activity accelerated, allowing us to add 84 facilities between January 1, 2012 and
December 31, 2015. From January 1, 2008 through December 31, 2015, we acquired 125 facilities, which added
12,548 operational beds to our operating subsidiaries.

During the year ended December 31, 2015, we continued to expand our operations with the addition of 50 stand-alone
skilled nursing and assisted living facilities, seven home health, hospice and home care agencies, and three urgent care
centers. In addition, we have invested in new business lines that are complementary to our existing TSA services and
home health and hospice businesses.The following table summarizes our growth through December 31, 2015:

December 31,
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Cumulative number
of skilled nursing,
assisted and
independent living
operations

46 57 61 63 77 82 102 108 119 (1 ) 136 (1) 186

Cumulative number
of operational skilled
nursing, assisted
living and
independent living
beds/units

5,585 6,667 7,105 7,324 8,948 9,539 11,702 12,198 13,204 (1 ) 14,725
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