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1.

Purposes.

The primary purposes of the Compensation Committee (the “Committee”) of the Board of Direct o rs (t h e
“Board”) of The Ensign Group, Inc. (the “Company”) are to (a) determine or recommend to the Board the cash and
non-cash compensation of the Company’s executive officers (as defined in the rules promulgated under Sect io n 16
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”)), (b) evaluate t he p erfo rmance o f t h e
Company’s executive officers and oversee management succession planning, (c) administer or make
recommendations to the Board with respect to the administration of the Company’s equity-based and other incentive
compensation plans; and (d) oversee the preparation of the “Compensation Discussion and Analysis” and the related
“Compensation Committee Report” for inclusion in the Company’s annual proxy statement and Form 10-K.
2.

Composition.

(a)
At Least Three Members. The Committee shall consist of a minimum of three independent
directors as defined in Section 2(b) below. The Board shall designate a Committee member as the Chairperson of the
Committee, or if the Board does not do so, the Committee members shall appoint a Committee member as
Chairperson by a majority vote of the authorized number of Committee members.
(b)
Independence. All members of the Committee shall be “independent” as determined by the Board
and as defined in the listing standards applicable to compensation committee members of NASDAQ or s uch o t her
national securities exchange on which the Company’s securities are then listed, as the same may be amen d ed fro m
time to time (the “listing standards”), the rules and regulations of the Securities and Exchan g e Co mmis s io n (t h e
“SEC”) and any other laws applicable to the Company. In addition, all Committee members shall qualify as “n o n employee directors” within the meaning of SEC Rule 16b-3 as promulgated under the Securities Exchange Act, an d
as “outside directors” within the meaning of Section 162(m) of the Internal Revenue Code of 1986, as amen d ed, o r
such successor provisions. In accordance with NASDAQ listing standards, in det ermin in g t h e in d ependence o f
Committee members, the Board shall consider all factors specifically relevant to determining whether a Co mmit t ee
member has a relationship with the Company which is material to that Committee member's ability to be
independent from management in connection with the duties of a Committee member, including, but not limited to:
(i) the source of compensation of such Committee member, including any consulting, advisory or other
compensatory fee paid by the Company to such Committee member; and (ii) whether such Co mmit t ee memb er is
affiliated with the Company, a subsidiary of the Company or an affiliate of a subsidiary of the Company.
(c)
Appointment. Subject to the requirements of the listing standards and the bylaws of the Company,
the Board shall annually appoint Committee members. Members of the Committee shall serve for o n e-y ear t erms
and until their successors are appointed and qualified, or until their earlier retirement, resignation or remo v al. Th e
Board may fill any vacancies on the Committee and may remove any member of the Committee at any time, with o r
without cause.
3.

Meetings, Reports and Resources of the Committee.

(a)
Meetings. The Committee shall meet as often as it determines necessary or advisable, but not less
than once a year. The Chairperson or a majority of the Committee members may call meetings of t h e Co mmit t ee.
The Committee may also hold special meetings or act by unanimous written consent as the Committee may decid e.
The meetings may be in person or telephone. The Committee shall keep written minutes of its meet in g s an d s hall
deliver a copy of such minutes to the Board and to the corporate secretary of the Co mp any fo r in clu sio n in t h e
Company’s minute books. The Committee may meet in separate executive sessions with other directors, t h e Ch ief
Executive Officer (the “CEO”) and other Company employees, agents or representatives invited by the Committee,
provided, however, that the Company’s CEO is not permitted to be present during any Committee or Board
meetings during the deliberations or voting on his compensation.
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(b)
Procedures. The Committee may establish its own procedures, including the formation and
delegation of authority to subcommittees, in a manner not inconsistent with this charter, the bylaws, applicable laws
or regulations, or the listing standards. A majority of the authorized number of Committee members shall constit ut e
a quorum for the transaction of Committee business, and the vote of a majority of the Committee members p res en t
at the meeting at which a quorum is present shall be the act of the Committee, unless in either case a greater number
is required by this charter, the bylaws, applicable laws or regulations, or the listing standards.
(c)
Reports. The Committee shall provide to the Board at an appropriate time prior to preparat io n o f
the Company’s proxy statement for its Annual Meeting of Stockholders, a report of the Commit t ee, wh ich rep o rt
shall be included in such proxy statement. The Committee shall also report to the Board on the major items covered
by the Committee as it may determine to be appropriate.
(d)
Committee Access and Resources . The Committee is at all times authorized to have direct,
independent and confidential access to the Company’s other directors, management and personnel to ca rry o u t t he
Committee’s purposes. The Committee may, in its sole discretion, retain or obtain the ad vice o f a co mp ensatio n
consultant, legal counsel or other adviser. The Committee shall be directly responsible for the appointment,
compensation and oversight of the work of any compensation consultant, legal counsel and other adviser retained by
the Committee. The Company must provide for appropriate funding, as determined by the Committee, for p ay men t
of reasonable compensation to a compensation consultant, legal counsel or any other adviser retained by the
Committee. Subject to any exceptions described in the Dodd-Frank Wall Street Reform and Consu mer Pro t ect ion
Act of 2010 and the applicable rules and regulations promulgated thereunder by the SEC as well as any ap p licable
NASDAQ Listing Rules, including Rule 5605, the Committee may select, or receive advice from, a comp en sat ion
consultant, legal counsel or other adviser to the Committee, other than in -house legal counsel, only after taking in t o
consideration the following factors: (i) the provision of other services to the Company by the perso n t h at emp lo ys
the compensation consultant, legal counsel or other adviser; (ii) the amount of fees received from the Co mp an y b y
the person that employs the compensation consultant, legal counsel or other adviser, as a p ercen tage o f t h e t ot al
revenue of the person that employs the compensation consultant, legal counsel or other adviser; (iii) the policies an d
procedures of the person that employs the compensation consultant, legal counsel or other adviser that are desig ned
to prevent conflicts of interest; (iv) any business or personal relationship of the co mp ensat io n co nsult ant, leg al
counsel or other adviser with a member of the compensation committee; (v) any stock o f the Comp an y o wn ed b y
the compensation consultant, legal counsel or other adviser; and (vi) any business or personal relat io nsh ip o f t h e
compensation consultant, legal counsel, other adviser or the person employing the adviser with an Executive Officer
of the Company.
4.

Authority and Responsibility.
In furtherance of its purposes, the Committee shall have the following authority and responsibilities:

(a)
CEO Compensation. To annually review, evaluate and approve (or make recommendations to t h e
Board for approval) (i) corporate goals and objectives relevant to CEO compensation, (ii) the CEO's performance in
light of those goals and objectives, and (iii) the CEO’s compensation levels based on this evaluation. In determining
or recommending any long-term incentive component of CEO compensation, the Committee should consider factors
that the Committee deems appropriate, including the Company's performance and relative shareholder ret u rn, t h e
value of similar incentive awards provided to CEOs at comparable companies, and the awards given to t he CEO in
past years. In evaluating CEO compensation, the Committee shall consider the results of the most recent stockholder
advisory vote on executive compensation required by Section 14A of the Exchange Act (the “Say on Pay Vote”).
(b)
Non-CEO Executive Compensation. To annually review, evaluate and approve (or make
recommendations to the Board for approval) for the non-CEO executive officers of the Company (i) the annual base
salary level, (ii) the annual and/or quarterly incentive opportunity level, if any, (iii) the long-term incentive
opportunity level, if any, (iv) employment agreements, severance arrangements, and change of control
agreements/provisions, in each case as, when and if appropriate, and (e) any special or supplemental perquisites an d
benefits. The CEO may be present at any meeting of the Committee at which the Committee deliberates or votes o n
executive compensation other than CEO compensation. In evaluating the compensation of all no n -CEO execu t iv e
officers, the Committee shall consider the results of the most recent say on pay vote.
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(c)
Company.

Compensation Philosophy. To establish and review the overall compensat ion p hilo so phy o f t h e

(d)
Risk Oversight. Review the Company's compensation policies and practices, including incentive
compensation, to determine whether they encourage excessive risk-taking, to review and discuss at least annually the
relationship between risk management policies and practices and compensation, and to evaluate compensation policies
and practices that could mitigate any such risk.
(e)
Oversight on Compensation Trends and Programs. To periodically review trends in management
and Board compensation and the competitiveness of the Company’s executive and director compensation programs:
(i) to ensure the attraction and retention of director and corporate officers; (ii) to ensure the motivation of the
executive officers to achieve the Company’s bonus objectives; and (iii) to align the interest of the Company's
management with the short- and long-term interests of the Company and its stockholders.
(f)
Benefits for New Executive Officers . To review and approve the terms and conditions of the
compensation and benefits packages for the Company's new executive officers.
(g)
Director Compensation. To evaluate annually and to recommend to the Board the appropriate level
of compensation for Board and committee service by non-employee members of the Board.
(h)

Officer Evaluations. To oversee the evaluation of the Company's executive officers.

(i)
Officer Contracts. Review, approve and evaluate on an annual basis compliance with all
employment agreements, separation and severance agreements, and other compensatory contracts, arran g emen ts,
prerequisites and payments for the executive officers and ensure such agreements are consistent with the Company’s
general compensation goals.
(j)
Oversight of Equity and Incentive Plans. Periodically review and make recommend at ions t o t h e
Board concerning the Company’s equity and other incentive compensatio n plans, in clu din g t h e n eed t o amen d
existing plans or adopt new plans or arrangements.
(k)
Equity Plan Awards. Assist the Board in the administration of the Company’s stock optio n p lans
and any equity or incentive compensation plans of the Company, and make recommendatio ns t o t h e Bo ard as t o
stock options grants and other discretionary awards (including restrictions on such grants o r awards) u n der s uch
plans with respect to the administration of plans as to the executive officers. The Committee shall have all authorit y
of the Board to administer such plans, including the authority to make grants of stock, stock options, restricted stock
units, stock appreciation rights or similar awards to individuals eligible to receive such awards under the Company’s
equity or incentive compensation plans. In reviewing such awards, the Committee shall consider the resu lts o f t h e
most recent Say on Pay Vote.
(l)
Pension and Retirement Plans . The Committee shall review at least annually the Company's
pension and retirement plans, including any supplemental executive retirement plans, and make recommendations to
the Board regarding the need to amend existing plans or adopt new ones for the purpose of implementing the
Committee’s strategy regarding pension and retirement benefits.
(m)
Compensation Discussion and Analysis. Oversee the preparation of a “compensatio n d is cu ssio n
and analysis” and a related “compensation committee report” for inclusion in the Company’s annual proxy statement
and Form 10-K, in accordance with the rules of the SEC. The Committee shall review and discuss the compensation
discussion and analysis with management each year prior to preparing the compensation committee report. A s p art
of this review, the Committee shall consider the results of the most recent stockholder advisory vote o n execu t iv e
compensation as required by the regulations promulgated under the Exchange Act.
(n)
Say on Pay Votes. Review and recommend to the Board for approval the frequency with which the
Company will conduct Say on Pay Votes, taking into account the results of the most recent s tockh old er ad vis ory
vote on frequency of Say on Pay Votes required by Section 14A of the Exchange Act, and review and ap pro ve t he
proposals regarding the Say on Pay Vote and the frequency of the Say on Pay Vote to be included in the Company’s
proxy statement.
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(o)
Annual Review of Charter and Performance Evaluation. Review this charter annually and
recommend to the Board any changes it considers to be appropriate. The Committee shall co nduct an annual
evaluation of the Committee’s performance and shall present its findings and conclusions to the Board.
(p)
Compliance with Legal Requirements . Perform any other functions required by ap plicab le law,
rules or regulations, including the rules of the SEC and the rules of any exchange or market on which the
Company’s securities are traded. The Committee also shall perform such other functions as are delegated to it by the
Board from time to time.
(q)
Compensation Consultants. The Committee shall have the sole discretion to retain o r o b tain t he
advice of a compensation consultant, legal counsel or other adviser, and shall have the direct responsibilit y fo r t h e
appointment, compensation and oversight of the work of any compensation consult ant , leg al co unsel an d o th er
adviser it elects to retain. The Company must provide appropriate funding, as determin ed b y t h e comp ensatio n
committee, for the payment of reasonable compensation to its compensation advisers. In addit io n, t h e commit t ee
shall, before retaining any compensation adviser, if any, consider factors affecting his or her independence,
including the following:
•

Other services provided to the Company by the compensation adviser's firm;

•

The fees the compensation adviser's firm receives from the Company as a percentage of
that firm's total revenue;

•

The policies and procedures of the compensation adviser's firm that are designed to
prevent conflicts of interest;

•

Any business or personal relationship between the compensation adviser and a
compensation committee member or an executive officer of the Company; and

•

Whether the compensation adviser owns stock in the Company.
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