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Report of Independent Registered Public Accounting Firm

To the Stockholders and the Board of Directors of PACS Group, Inc.

Opinion on the Financial Statements

We have audited the accompanying combined/consolidated balance sheets of PACS Group, Inc. and subsidiaries (the Company) as of December 31, 2025 and 2024, the related
combined/consolidated statements of income, stockholders' equity and cash flows for each of the three years in the period ended December 31, 2025, and the related notes
(collectively referred to as the “combined/consolidated financial statements”). In our opinion, the combined/consolidated financial statements present fairly, in all material
respects, the financial position of the Company at December 31, 2025 and 2024, and the results of its operations and its cash flows for each of the three years in the period ended
December 31, 2025, in conformity with U.S. generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's internal control over
financial reporting as of December 31, 2025, based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) and our report dated February 26, 2026 expressed an adverse opinion thereon.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company’s financial statements based on our
audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material misstatement of
the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current period audit of the financial statements that was communicated or required to be communicated
to the audit committee and that: (1) relates to accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, subjective or
complex judgments. The communication of the critical audit matter does not alter in any way our opinion on the combined/consolidated financial statements, taken as a whole, and
we are not, by communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the account or disclosure to which it relates.
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Professional liability and general liability claims reserve

Description of the Matter At December 31, 2025, the Company’s professional liability and general liability self-insurance liabilities were $296 million. As further
described in Note 18 to the combined/consolidated financial statements, the professional liability and general liability self-insurance
liabilities include an estimate of the Company’s liability for professional claims that have been reported as well as claims that have been
incurred but not reported. The Company utilizes an external actuary to assist management in estimating the exposure for claims obligations,
both asserted and unasserted.

Auditing the professional liability and general liability self-insurance liabilities involved significant judgment in estimating the projected
settlement value of reported and unreported claims. This assessment required a high degree of auditor judgment and an increased audit
effort, including the involvement of our actuarial specialists, to evaluate whether the reserves were appropriately recorded.

How We Addressed the
Matter in Our Audit

To test the professional liability and general liability self-insurance liabilities, our audit procedures included, among others, obtaining an
understanding of the factors considered and assumptions made by management and its external actuary in developing the estimate of the
professional liability and general liability self-insurance liabilities, including the sources of data relevant to these factors and assumptions.

We tested underlying claims data, including the completeness and accuracy of open and settled cases. We reviewed the Company’s
insurance contracts to understand the policy terms and verified that the policy terms were factored into the actuarial computations. We also
involved our actuaries to assist in evaluating the methodologies and key assumptions used in the actuarial report. We compared the
Company’s professional liability and general liability self-insurance liabilities to an independent range calculated by our actuaries.

/s/ Ernst & Young LLP

We have served as the Company’s auditor since 2022.

Salt Lake City, Utah

February 26, 2026
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PACS GROUP, INC. AND SUBSIDIARIES
COMBINED/CONSOLIDATED BALANCE SHEETS

(dollars in thousands, except for share and per share values)
December 31,

2025 2024
ASSETS
Current Assets:

Cash and cash equivalents $ 197,016  $ 157,674 
Accounts receivable, net 628,128  641,775 
Other receivables 73,965  74,746 
Prepaid expenses and other current assets 170,630  64,066 

Total Current Assets 1,069,739  938,261 
Property and equipment, net 1,201,096  990,580 
Operating lease right-of-use assets 2,968,176  2,994,519 
Insurance subsidiary deposits and investments 87,192  66,258 
Escrow funds 18,404  25,122 
Goodwill and other indefinite-lived assets 68,061  67,061 
Other assets 171,366  161,108 

Total Assets $ 5,584,034  $ 5,242,909 

LIABILITIES AND EQUITY
Current Liabilities:

Accounts payable $ 192,232  $ 175,062 
Accrued payroll and benefits 187,516  146,177 
Current operating lease liabilities 153,066  136,232 
Current maturities of long-term debt 4,463  14,852 
Current portion of accrued self-insurance liabilities 128,994  75,966 
Current line of credit —  142,000 
Refund liability 181,129  145,795 
Other accrued expenses 154,030  142,348 

Total Current Liabilities 1,001,430  978,432 
Long-term operating lease liabilities 2,939,854  2,935,773 
Line of credit 100,000  — 
Long-term debt, less current maturities, net of deferred financing fees 244,803  250,984 
Accrued self-insurance liabilities, less current portion 192,561  164,979 
Other liabilities 152,937  197,050 

Total Liabilities $ 4,631,585  $ 4,527,218 
Commitments and contingencies (Note 17)
Equity:

PACS Group, Inc. stockholders' equity:
Common stock: $0.001 par value; 1,250,000,000 shares authorized; 156,615,144 shares issued and outstanding as of December

31, 2025, and 155,177,511 shares issued and outstanding as of December 31, 2024 157  155 
Additional paid-in capital 637,035  591,363 
Retained earnings 309,579  118,036 

Total PACS Group, Inc. stockholders' equity 946,771  709,554 

Noncontrolling interest in subsidiary 5,678  6,137 

Total Equity $ 952,449  $ 715,691 

Total Liabilities and Equity $ 5,584,034  $ 5,242,909 

See accompanying notes to combined/consolidated financial statements.
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PACS GROUP, INC. AND SUBSIDIARIES
COMBINED/CONSOLIDATED STATEMENTS OF INCOME

(dollars in thousands, except for share and per share values)
Year Ended December 31,

2025 2024 2023
Revenue

Patient and resident service revenue $ 5,287,885  $ 4,086,655  $ 3,110,114 
Additional funding —  —  375 
Other revenues 1,047  3,079  1,003 

Total Revenue $ 5,288,932  $ 4,089,734  $ 3,111,492 
Operating Expenses

Cost of services 4,129,696  3,297,091  2,447,713 
Rent - cost of services 378,908  284,953  216,711 
General and administrative expense 415,070  343,808  213,664 
Depreciation and amortization 55,663  40,809  25,632 

Total Operating Expenses $ 4,979,337  $ 3,966,661  $ 2,903,720 
Operating income 309,595  123,073  207,772 
Other (Expense) Income

Interest expense (28,363) (44,341) (49,919)
Gain on lease termination —  8,046  — 
Other income (expense), net 3,218  14,776  (536)

Total Other Expense, Net $ (25,145) $ (21,519) $ (50,455)
Income before provision for income taxes 284,450  101,554  157,317 
Provision for income taxes 92,989  46,210  44,435 

Net Income $ 191,461  $ 55,344  $ 112,882 

Less:
Net (loss) income attributable to noncontrolling interest (82) (416) 8 

Net Income Attributable To PACS Group, Inc. $ 191,543  $ 55,760  $ 112,874 
Net Income Per Share Attributable To PACS Group, Inc.

Basic $ 1.23  $ 0.38  $ 0.88 
Diluted $ 1.22  $ 0.38  $ 0.88 

Weighted-Average Common Shares Outstanding
Basic 156,180,786  146,663,371  128,723,386 
Diluted 156,700,339  148,574,606  128,723,386 

See accompanying notes to combined/consolidated financial statements.
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PACS Holdings
Providence 
Group, Inc.

Sterling Care Inc 
and Subsidiary

Balboa 
Healthcare Inc

Other 
Subsidiaries Eliminations Consolidated

ASSETS
Current Assets:

Cash and cash equivalents 174,463               21,868                 1,401                   2                          (718)                     -                       197,016               
Accounts receivable, net -                       -                       2,771                   345                      625,030               (17)                       628,128               
Other receivables -                       -                       -                       4                          74,367                 (406)                     73,965                 
Prepaid expenses and other current assets 5,174                   -                       138                      246                      165,072               -                       170,630               
       Total Current Assets 179,637               21,868                 4,310                   596                      863,750               (423)                     1,069,739            

Long-Term Assets:
Property and equipment, net -                       -                       1,094                   2,313                   1,197,689            -                       1,201,096            
Operating lease right-of-use assets -                       -                       901                      31,887                 2,935,388            -                       2,968,176            
Insurance subsidiary deposits and investments -                       -                       -                       -                       87,192                 -                       87,192                 
Escrow funds -                       -                       -                       -                       18,404                 -                       18,404                 
Goodwill and other indefinite-lived assets -                       -                       -                       -                       68,061                 -                       68,061                 
Other assets (86,454)                6,135                   38,259                 33,195                 1,186,674            (1,006,444)           171,366               
     Total Assets 93,184                 28,003                 44,564                 67,991                 6,357,159            (1,006,867)           5,584,034            

LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:

Accounts payable -                       -                       290                      509                      191,432               -                       192,232               
Accrued payroll and benefits -                       -                       1,017                   1,155                   185,344               -                       187,516               
Current operating lease liabilities 100,000               -                       551                      97                        52,417                 -                       153,066               
Current maturities of long-term debt -                       -                       -                       -                       4,463                   -                       4,463                   
Current portion of accrued self-insurance liabilities -                       -                       -                       -                       128,994               -                       128,994               
Other accrued expenses -                       -                       154                      332                      153,950               (406)                     154,030               
Refund Liability -                       -                       -                       -                       181,129               -                       181,129               
     Total Current Liabilities 100,000               -                       2,012                   2,094                   897,729               (406)                     1,001,430            

Long-Term Liabilties:
Long-term operating lease liabilities -                       -                       394                      33,125                 2,906,335            -                       2,939,854            
Lines of credit -                       -                       -                       -                       100,000               -                       100,000               
Accrued benefits, less current portion -                       -                       -                       -                       -                       -                       -                       
Long-term debt, less current maturities, net of deferred 
financing fees -                       -                       -                       -                       244,803               -                       244,803               
Accrued self-insurance liabilities, less current portion -                       -                       -                       362                      192,200               -                       192,561               
Other liabilities -                       -                       130                      522                      152,284               -                       152,937               
    Total Long-Term Liabilities -                       -                       525                      34,008                 3,595,622            -                       3,630,155            
    Total Liabilities 100,000               -                       2,537                   36,102                 4,493,351            (406)                     4,631,585            

Equity:
Common stock 157                      121                      4                          1                          (0)                         (126)                     157                      
Additional paid-in capital -                       -                       -                       540                      1,237,712            (601,217)              637,035               
Retained earnings (6,973)                  22,204                 42,023                 31,347                 626,096               (405,118)              309,579               
Noncontrolling interest in subsidiary -                       5,678                   -                       -                       -                       -                       5,678                   
     Total Equity (deficit) (6,816)                  28,003                 42,027                 31,888                 1,863,808            (1,006,461)           952,449               
     Total Liabilities and Shareholders' Equity (deficit) 93,184                 28,003                 44,564                 67,991                 6,357,159            (1,006,867)           5,584,034            

PACS GROUP, INC. AND SUBSIDIARIES
BALANCE SHEETS

Year Ended December 31, 2025
All numbers in 000's



PACS 
Holdings

Providence 
Group, Inc.

Sterling Care Inc and 
Subsidiary

Balboa 
Healthcare Inc

Other 
Subsidiaries Eliminations Consolidated

Revenue
Patient and Resident Service Revenue -                 -                    30,099                       36,692               5,597,028        (375,934)         5,287,885       
Additional Funding -                 -                    -                             -                     -                   -                  -                  
Other Revenues -                 -                    -                             -                     4,233               (3,186)             1,047              
Total Revenue -                 -                    30,099                       36,692               5,601,260        (379,119)         5,288,932       

Operating Expenses
Cost of Services -                 -                    14,400                       29,514               4,085,782        (0)                    4,129,696       
Rent - cost of services -                 -                    801                            3,231                 281,150           93,725            378,908          
General and administrative expense -                 -                    7,409                         1,285                 120,982           285,394          415,070          
Depreciation and amortization -                 -                    148                            142                    55,373             -                  55,663            
Total Operating Expenses -                 -                    22,757                       34,173               4,543,288        379,119          4,979,337       

Operating Income -                 -                    7,342                         2,519                 1,057,973        (758,239)         309,595          

Other Income (Expense)
Interest Expense (3,020)            (290)                  -                             26                      (25,079)            -                  (28,363)           
Gain on Lease Termination -                 -                    -                             -                     -                   -                  -                  
Other income (expense), net -                 -                    -                             169                    3,049               -                  3,218              
Total Other Expenses, net (3,020)            (290)                  -                             196                    (22,031)            -                  (25,145)           

Income before provision for income taxes (3,020)            (290)                  7,342                         2,715                 1,035,942        (758,239)         284,450          
Provision for income taxes -                 -                    -                             -                     92,989             -                  92,989            

Net Income (3,020)            (290)                  7,342                         2,715                 1,128,931        (758,239)         377,439          

Less:
Net (loss) income attributable to 
noncontrolling interest -                 (82)                    -                             -                     -                   -                  (82)                  

Net income including noncontrolling 
interest (3,020)            (208)                  7,342                         2,715                 1,128,931        (758,239)         377,521          

PACS GROUP, INC. AND SUBSIDIARIES
STATEMENTS OF INCOME

Year Ended December 31, 2025
All numbers in 000's















































Providence Group, Inc.

Balance 12-31-2024 Payments on 
Principal

Balance 12-31-2025 Interest paid 2025

Note payable to Alan Short 4,854,911                 4,854,911             -                             Form 5-1(b) 169,693                        
Note payable to Kenneth Funk 4,854,911                 4,854,911             -                             Form 5-1(b) 169,693                        

-                             339,386                        
Form 5-1(c)

See also Financials
Current protion of long-term debt per financials (PACS Group, Inc and subsidiaries) -                             
Long-term debt per financials (PACS Group, Inc and subsidiaries) -                             

-                             

Sterling Care, Inc.

Interest Expense per Financials Note 1 -$                                   

Note 1: This is the allocation interest related to general corporate debt.

PARADISE VALLEY HEALTH CARE CENTER, INC. AND STERLING CARE, INC. AND PROVIDENCE GROUP, INC.
(dba) PARADISE VALLEY MANOR

Attachment to Form 5-1 for Yr 2025















Paradise Valley Health Care Center, Inc. and Sterling Care, 

Inc. 
Notes to Continuing Care Reserve Report 

Note 1: Summary of Significant Accounting Policies 

Basis of Accounting 

The accompanying continuing care reserve report has been prepared in accordance with the provisions of the 

Health and Safety Code Section 1972 administered by the State of California Department of Social Services and is 

not intended to be a complete presentation of Paradise Valley Health Care Center, Inc. and Sterling Care, lnc.'s 

assets, liabilities, revenues, and expenses. 

Cash accounts are structured such that any excess or shortage in cash can be swept to or from Providence Group, 

Inc. (Parent). Therefore, certain accounts from the Parent are included in the report for purposes of complying 

with California Health and Safety Code Section 1792. 

Cash and Cash Equivalents 

Cash and cash equivalents consist of cash and short-term investment with original maturities of three months or 

less. The Companies maintain their cash balances in various financial institutions. Accounts are insured by the 

Federal Deposit Insurance Corporation up the $250,000 for the year ended December 31, 2025. The Company 

has not experienced losses in such accounts. 
























