
 UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF FLORIDA 

 

CAMBRIDGE RETIREMENT SYSTEM, 

individually and on behalf of all others  

similarly situated, 

 

   Plaintiff, 

  v. 

 

MEDNAX, INC., ROGER J. MEDEL, VIVIAN 

LOPEZ-BLANCO, and CHARLES W. LYNCH, 

  

   Defendants. 

 

 

CIVIL ACTION NO. 

 

0:18-cv-61572-WPD  
 

 

 

 

FIRST AMENDED COMPLAINT FOR VIOLATIONS OF THE FEDERAL 

SECURITIES LAWS 

 

 Lead Plaintiff Northern Ireland Local Government Officers’ Superannuation Committee  

(“NILGOSC”), on behalf of itself and all persons or entities similarly situated (the “Class,” as 

defined below), alleges the following based on personal knowledge as to itself and its own acts, 

and information and belief as to all other matters, based upon, among other things, the investigation 

conducted by and through its attorneys, which included, among other things, a review of: (i) 

MEDNAX, Inc. (“MEDNAX” or the “Company”) public filings with the United States Securities 

and Exchange Commission (the “SEC”); (ii) research reports by securities and financial analysts; 

(iii) transcripts of MEDNAX’s earnings conference calls; (iv) publicly available presentations by 

MEDNAX; (v) MEDNAX’s press releases and media reports; (vi) economic analyses of the 

movement and pricing data associated with MEDNAX’s common stock; (vii) consultations with 

relevant consultants and experts; (viii) information obtained from former MEDNAX employees 

throughout the course of counsel’s investigation; and, (ix) other publicly available material and 

data identified herein. 
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NILGOSC’s allegations are further based, in part, on interviews with numerous former 

employees of MEDNAX (“Confidential Witnesses” or “CWs”)1 who have knowledge of the 

relevant aspects of the Company’s operations and financial reporting, including: 

a.  CW 1, the practice administrator for an anesthesia practice in Georgia acquired by 

MEDNAX.  CW 1 worked at the clinic throughout the Class Period. 

b.  CW 2, a billing analyst and regional accounts trainer at MEDNAX between July 2012 

and December 2016.  Based in Tennessee, CW 2 handled front-end data entry for charges and 

helped set up accounts for the coding department.  CW 2 would also train new employees at the 

Company. 

c.  CW 3, a Senior Financial Analyst at the Company between April 2016 and February 

2018.  Based in Sunrise, Florida, CW 3 prepared regular financial reports for anesthesiology 

practices located in North and South Carolina.  In addition to those duties, CW 3 also provided 

financial analyses to teams negotiating the renewal of certain MEDNAX contracts with doctors 

when those contracts were nearing expiration. 

d.  CW4, a billing operations supervisor for MEDNAX from December 2014 to February 

2017 and then a billing operations manager from March 2017 to June 2018, based in Sunrise, 

Florida.  CW 4’s responsibilities included posting and reconciling revenues, and oversaw 

administrators who processed payment-related documents from Medicare, Medicaid, managed 

care, and commercial payors daily.  CW 4 would also become involved in new practice 

acquisitions when those acquisitions were near to closing, and would be involved in discussing the 

                                                 
1 To preserve confidentiality, all CWs are referred to in the masculine gender.  All emphases herein are 

added unless otherwise noted. 
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acquisition process steps including acquisition dates and accreditation dates.  CW 4 would also 

join quarterly meetings to review profits for the practices in CW 4’s region. 

e.  CW 5, a mergers and acquisitions analyst for MEDNAX between March 2016 and 

February 2018, based in Sunrise, Florida.  In that role, CW 5 built, analyzed, and presented 

collaborative financial valuation models and summarized due diligence information, and would 

build and maintain the necessary relationships with target physicians and practices.  CW 5 was 

involved in the deal process from the earliest due diligence phase to closing. 

f.  CW 6, a director at MEDNAX’s Surgical Directions vertical—itself a consulting firm 

and MEDNAX subsidiary—between 2015 and early 2017.  CW 6 was based in Chicago, Illinois. 

g.  CW 7, the interim president and Chief Operations Officer for MEDNAX’s Surgical 

Directions subsidiary between March 1, 2016 and August 31, 2016.  CW 7 was based in Chicago, 

Illinois. 

h.  CW 8, the Director of the credentialing department at MEDNAX between June 2016 

and September 2018.  CW 8 was based in Florida and worked closely with enrollment and risk 

management and reported to the Vice President of Risk Management and Credentialing. 

i.  CW 9, an anesthesiologist at a MEDNAX-acquired practice in North Carolina between 

2010 and October 2015. 

j.  CW 10, a Medical Billing Specialist at a MEDNAX-owned pediatrics practice in San 

Antonio, Texas between October 2004 and January 2016. 

k.  CW 11, who worked for MEDNAX in its human resources department in Florida 

between 2007 and March 2018.  CW 11 was a Human Resources Assistant from 2015 to 2017, 

and prior to that primarily focused on compensation. 
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l.  CW 12, who worked at MEDNAX as a contract specialist in Glen Allen, Virginia from 

May 2014 to February 2017.  CW 12 negotiated and managed contracts between MEDNAX 

practices and the managed care providers who were responsible for providing reimbursement to 

those practices. 

NILGOSC believes that substantial evidentiary support will exist for the allegations set 

forth in this Amended Complaint after a reasonable opportunity for discovery. 

I. NATURE OF THE ACTION 

1. NILGOSC brings this federal securities class action pursuant to Sections 10(b) and 

20(a) of the Securities Exchange Act of 1934 (the “Exchange Act”), and Rule 10b-5 promulgated 

thereunder, on behalf of all persons and entities who purchased or otherwise acquired MEDNAX’s 

publicly traded common stock between February 4, 2016 and July 28, 2017, inclusive (the “Class 

Period”), against the Company and certain of its officers (collectively, “Defendants”) for executing 

a scheme whereby Defendants disseminated materially false and misleading information and 

omitted other material information that artificially inflated MEDNAX’s stock price, causing 

damage to NILGOSC and the Class when the truth regarding Defendants’ false statements was 

revealed. 

2. MEDNAX is a health care administration company that acquires and administers 

physician practice groups.  The Company employs physicians through its subsidiaries and affiliate 

companies, and contracts with hospitals to provide physician services.  Although the Company has 

operations throughout the United States, approximately half of its net revenue has in recent years—

including during the Class Period—been generated in Texas, Florida, Tennessee, Georgia, and 

North Carolina.  During the Class Period, MEDNAX’s business model was based on and depended 

upon growth from the acquisition of new practice groups, primarily in anesthesiology.  Thus, the 
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success of the Company was based on its ability to acquire new practice groups which, in turn, 

enabled the Company to grow in both revenues and earnings per share. 

3. This action arises from Defendants’ false statements indicating that MEDNAX’s 

business model was sustainable and that the Company could continue acquiring new 

anesthesiology practices to drive growth.  In fact, unbeknownst to investors, adverse trends were 

undermining the economics of anesthesiology practices and forcing the Company to reconsider its 

growth strategy, and the number of acquisition opportunities was dwindling amid the Company’s 

deteriorating reputation among anesthesiologists.  This action seeks to recover the damages 

suffered by investors who purchased MEDNAX stock when Defendants were making those 

materially false and misleading statements. 

4. Throughout the Class Period, Defendants touted the Company’s business model 

and assured investors that there was a strong pipeline for new acquisitions, which would continue 

to fuel the Company’s growth.  For example, on June 7, 2016, the Company’s Chief Financial 

Officer, Defendant Vivian Lopez-Blanco, told attendees at the Jefferies Healthcare Conference 

that MEDNAX’s “pipeline is very robust” and that “there will be more [acquisitions] to come, 

because we do have plenty in the pipeline . . . so again, there’s a lot of room to grow.”  Defendant 

Robert J. Medel similarly stated on July 28, 2016 that the acquisition pipeline remained “very 

robust” and that the Company was enjoying “just an overflow of deals.” 

5. Even after the Company publicly began to disclose adverse trends in early 2017 

that were undermining the economic viability of additional anesthesiology practice acquisitions, 

Defendants continued to emphasize that the Company was seeking to purchase additional practices 

in that specialty.  Defendants gave no indication that MEDNAX would need to adjust its business 

model.  In fact, by this time, it was already clear internally at MEDNAX and was well-known 
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within the Company that no further anesthesiology practices could be purchased.  CW 3 explained 

that in early 2017 the Company was already shifting employees’ focus away from anesthesiology 

and toward other types of practices, and multiple confidential witnesses attested to the 

unsustainability of the Company’s business model at the time due to both the lack of adequate 

profitability and poor relationships with physicians.  Moreover, Defendant Medel himself 

eventually admitted that when he saw the adverse trends undermining the economics of new 

anesthesiology acquisitions, he made the decision to discontinue acquiring new anesthesiology 

practices. 

6. Despite the truth being known internally at MEDNAX, Defendant Medel claimed 

on May 4, 2017 that investors should expect “one or two anesthesia acquisitions” during the year, 

and Defendant Charles Lynch stated on May 23, 2017 that MEDNAX anticipated that it would see 

“continued growth . . . in anesthesiology through acquisitions.”  Even as late as June 13, 2017, 

Defendant Lopez-Blanco touted the statistics on the number of board-certified anesthesiologists in 

the nation to make the point that “there’s a lot of room [for MEDNAX] to grow” in anesthesiology.  

These statements were false, because Defendants already knew that the Company could not and 

would not continue acquiring anesthesiology practices. 

7. On July 28, 2017, MEDNAX surprised the market by announcing that as a result 

of the previously-disclosed adverse trends, it had not acquired any anesthesiology practice groups 

for that quarter and that the chance of it acquiring any more was remote.   This was the first time 

that the Company tied its acquisition model to these adverse trends, and the first time that 

Defendants had suggested that the model was broken.  Thus, in response to the news, MEDNAX’s 

stock declined by over 15%, and investors who purchased MEDNAX shares during the Class 
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Period suffered significant losses on those investments.  This action seeks to recover those losses 

for NILGOSC and the Class. 

II. JURISDICTION AND VENUE 

8. This Amended Complaint asserts claims under 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.  This Court has jurisdiction over the subject matter of this action 

pursuant to 28 U.S.C. §§ 1331 and 1337, and Section 27 of the Exchange Act, 15 U.S.C. § 78aa. 

9. Venue is proper in this District pursuant to Section 27 of the Exchange Act and 28 

U.S.C. § 1391(b).  MEDNAX maintains its headquarters in Sunrise, Florida, which is situated in 

this District, conducts substantial business in this District, and many of the acts and conduct that 

constitute the violations of law complained of herein, including dissemination to the public of 

materially false and misleading information, occurred in this District. 

10. In connection with the acts alleged in this Amended Complaint, Defendants, 

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 markets. 

III. PARTIES 

11. Lead Plaintiff NILGOSC was established by the government of Northern Ireland, 

United Kingdom, in 1950 to administer and maintain a fund providing pension benefits for 

employees of local authorities and other admitted bodies.  As of March 2018, NILGOSC had in 

excess of $8 billion in assets under management.  NILGOSC purchased MEDNAX securities on 

the New York Stock Exchange (“NYSE”) at artificially inflated prices during the Class Period and 
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suffered damages as a result of the violations of the federal securities laws alleged herein.  On 

December 21, 2018, this Court appointed NILGOSC as Lead Plaintiff in this litigation. 

Defendants 

12. Defendant MEDNAX is incorporated in Florida with its corporate headquarters 

located at 1301 Concord Terrace, Sunrise, Florida.  The Company’s common stock trades on the 

NYSE under the ticker symbol “MD.”  MEDNAX currently has approximately 94 million shares 

of common stock outstanding. 

13. Defendant Roger J. Medel, M.D. was, at all relevant times, MEDNAX’s Chief 

Executive Officer (“CEO”) and a Director of the Company.  Defendant Medel is a co-founder of 

MEDNAX and reassumed the position of CEO in March 2003, a position which he continues to 

hold today.  During the Class Period, Defendant Medel reviewed, approved, and signed 

MEDNAX’s false and misleading SEC filings and certifications pursuant to Section 302 of the 

Sarbanes-Oxley Act of 2002 therein (“SOX Certifications”).  Specifically, Defendant Medel 

signed or made false statements in the Company’s Forms 10-Q that the Company filed with the 

SEC on April 28, 2016, July 28, 2016, October 27, 2016, and May 4, 2017; the Forms 10-K filed 

with the SEC on February 11, 2016 and February 10, 2017; the SOX Certifications attached as 

exhibits to the Forms 10-Q and 10-K filed with the SEC on February 11, 2016, April 28, 2016, 

July 28, 2016, October 27, 2016, February 10, 2017, and May 4, 2017; and the Forms 8-K filed 

with the SEC on February 4, 2016, April 28, 2016, July 28, 2016, October 27, 2016, and February 

7, 2017.  Defendant Medel also made false statements during conference calls and other 

presentations with securities analysts conducted on February 4, 2016, April 28, 2016, June 14, 

2016, July 28, 2016, October 27, 2016, February 7, 2017, and May 4, 2017. 
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14. Defendant Vivian Lopez-Blanco was, at all relevant times, MEDNAX’s Chief 

Financial Officer (“CFO”).  Defendant Lopez-Blanco joined the Company in May 2008 as Vice 

President and Treasurer and was appointed CFO in January 2010.  During the Class Period, 

Defendant Lopez-Blanco reviewed, approved, and signed MEDNAX’s false and misleading SEC 

filings and SOX Certifications.  Specifically, Defendant Lopez-Blanco signed or made false 

statements in the Company’s Forms 10-Q that the Company filed with the SEC on April 28, 2016, 

July 28, 2016, October 27, 2016, and May 4, 2017; the Forms 10-K filed with the SEC on February 

11, 2016 and February 10, 2017; the SOX Certifications attached as exhibits to the Forms 10-Q 

and 10-K filed with the SEC on February 11, 2016, April 28, 2016, July 28, 2016, October 27, 

2016, February 10, 2017, and May 4, 2017; and the Forms 8-K filed with the SEC on February 4, 

2016, April 28, 2016, July 28, 2016, October 27, 2016, February 7, 2017, and April 20, 2017.  

Defendant Lopez-Blanco also made false statements during conference calls and other 

presentations with securities analysts conducted on April 28, 2016, June 7, 2016, June 6, 2017, 

and June 13, 2017. 

15. Defendant Charles W. Lynch was, at all relevant times, MEDNAX’s Vice President 

for Strategy and Investor Relations.  Defendant Lynch joined the Company in April 2014, and 

remains at that position today.  During the Class Period, Defendant Lynch made false and 

misleading statements at analyst conferences and on MEDNAX’s earnings conference calls set 

forth below, held on September 7, 2016, November 15, 2016, and May 23, 2017. 

16. Defendants Medel, Lopez-Blanco, and Lynch are collectively referred to 

hereinafter as the “Individual Defendants.”  The Individual Defendants, because of their high-

ranking positions with and direct involvement in the everyday business of MEDNAX, possessed 

the power and authority to control the contents, drafting, reviewing, publishing and/or 
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disseminating of the false and misleading statements and information alleged herein.  On 

information and belief, each of the Individual Defendants was provided with copies of the 

Company’s reports and press releases alleged herein to be misleading prior to, or shortly after, 

their issuance and had the ability and opportunity to prevent their issuance or cause them to be 

corrected.  Because of their positions and access to material non-public information available to 

them, each of the Individual Defendants knew that the adverse facts specified herein had not been 

disclosed to, and were being concealed from, the public, and that the positive representations which 

were being made were then materially false and misleading in violation of the federal securities 

laws. 

IV. CLASS ACTION ALLEGATIONS 

17. Lead Plaintiff NILGOSC brings this action as a class action pursuant to Rules 23(a) 

and (b)(3) of the Federal Rules of Civil Procedure on behalf of a Class consisting of all persons 

and entities who purchased or otherwise acquired securities issued by MEDNAX during the period 

from February 4, 2016 through July 28, 2017, inclusive, and who were damaged thereby.  Excluded 

from the Class are Defendants; MEDNAX’s affiliates and subsidiaries; the officers and directors 

of MEDNAX and its subsidiaries and affiliates at all relevant times; members of the immediate 

family of any excluded person; heirs, successors, and assigns of any excluded person or entity; and 

any entity in which any excluded person has or had a controlling interest. 

18. The members of the Class are so numerous that joinder of all members is 

impracticable.  Throughout the Class Period, MEDNAX common shares were actively traded on 

the NYSE.  Between February 11, 2016 and February 14, 2018, MEDNAX had approximately 94 

million shares of common stock issued and outstanding.  Although the exact number of Class 

members is unknown to NILGOSC at this time, NILGOSC believes that there are at least 
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thousands of members of the proposed Class.  Members of the Class can be identified from records 

maintained by MEDNAX or its transfer agent(s), and may be notified of the pendency of this 

action by publication using a form of notice similar to that customarily used in securities class 

actions. 

19. NILGOSC’s claims are typical of the claims of the members of the Class as all 

members of the Class were similarly damaged by Defendants’ conduct as complained of herein. 

20. 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 fact and law common to the Class are: 

a) Whether Defendants’ misrepresentations and omissions as alleged herein violated 

the federal securities laws; 

 

b) Whether Defendants’ misrepresentations and omissions as alleged herein 

misrepresented material facts about the sustainability of the Company’s 

acquisition strategy; 

 

c) Whether SEC filings, documents, press releases and other statements disseminated 

to the investing public and statements made by Defendants to the investing public 

during the Class Period misrepresented and/or omitted to disclose material facts 

about the business, finances, performance and prospects of MEDNAX; 

 

d) Whether Defendants knew or recklessly disregarded that their statements and/or 

omissions were false and misleading; 

 

e) Whether the price of MEDNAX common stock was artificially inflated; 

f) Whether Defendants’ misrepresentations and omissions as alleged herein caused 

the Class members to suffer a compensable loss; and 

 

g) Whether the members of the Class have sustained damages, and the proper 

measure of damages. 

 

21. NILGOSC will fairly and adequately protect the interests of the members of the 

Class and has retained counsel competent and experienced in class actions and securities litigation.  

NILGOSC has no interest that conflicts with the interests of the Class. 
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22. A class action is superior to all other available methods for the fair and efficient 

adjudication of this action.  Additionally, the damage suffered by some individual Class members 

may be small relative to the burden and expense of individual litigation, making it practically 

impossible for such members to redress individually the wrongs done to them.  There will be no 

difficulty in the management of this action as a class action. 

23. The names and addresses of those persons and entities that purchased or acquired 

MEDNAX’s common stock during the Class Period are available from MEDNAX’s transfer 

agent(s).  Notice may be provided to such purchasers and record owners via first-class mail and 

the internet using techniques and a form of notice similar to those customarily used in securities 

class actions. 

V. THE FRAUD PERPETRATED BY DEFENDANTS 

24. A core facet of MEDNAX’s business strategy is to acquire physician practice 

groups to drive revenue growth.  In the years leading up to and during the Class Period, the 

Company was particularly focused on the acquisition of anesthesiology practices, but the Company 

also acquires physician groups in subspecialties such as newborn, maternal-fetal, radiology and 

teleradiology, and pediatric cardiology.  As part of the acquisition process, the affiliated physicians 

agree to employment contracts with MEDNAX, which provide for a base salary and incentive 

bonuses, and have terms of three to seven years.  In exchange, MEDNAX handles the 

administrative aspects of the acquired physician practices, including billing patients and third-

party payors. 

25. In 2015, MEDNAX acquired a total of 10 physician group practices, including 

seven anesthesiology practices, two neonatology practices, and one other pediatric subspecialty 

practice.  The Company also acquired a teleradiology service provider and a third party receivables 
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company.  In total, MEDNAX spent approximately $850 million to fund its acquisition program 

in 2015 which, according to the Company, was “the highest annual level of activity to date.”  In 

2016, MEDNAX added 13 physician groups through acquisitions, including eight anesthesiology 

practices, and concluded that year with a total of 1,390 affiliated anesthesiologists. 

26. In public releases and SEC filings, the Company touted the purported benefits it 

offers to physicians and health care systems.  For example, MEDNAX claimed its management of 

practice groups helps alleviate the “administrative demands and cost containment pressures” from 

such sources as commercial and government payors which “make it increasingly difficult for 

physicians to effectively manage patient care, remain current on the latest procedures and 

efficiently administer non-clinical activities.”  MEDNAX also claimed that “[b]y relieving many 

of the burdens associated with the management of a subspecialty group practice, we believe that 

our practice administration services permit our affiliated physicians to focus on providing quality 

patient care and thereby contribute to improving patient outcomes, ensuring appropriate length of 

hospital stays and reducing long-term health system costs.” 

27. Moreover, MEDNAX has claimed that its business model “emphasizes a patient-

focused clinical approach” that addresses the needs of its various “partners,” including hospitals, 

third-party payors, referring and collaborating physicians, affiliated physicians and, “most 

importantly, our patients.”  MEDNAX contends its relationships with its “hospital partners and 

other customers” as well as its “referring and collaborating physicians” are “critical” to its 

operations. 

28. The ultimate goal of Defendants’ fraud was to persuade investors that revenues 

would continue to grow because the Company was able to continue to acquire new practices.  

However, as noted by numerous confidential witnesses, MEDNAX’s acquisition model was 
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flawed and not sustainable because: (1) new potential acquisitions were becoming increasingly 

scarce and uneconomical; and (2) anesthesiologists did not want to be associated with MEDNAX 

due to inadequate compensation and other concerns.  When the truth about MEDNAX’s growth 

potential became public, the price of Company shares declined and investors suffered significant 

damages. 

VI. DEFENDANTS’ MATERIALLY FALSE AND MISLEADING STATEMENTS 

CAUSE SUBSTANTIAL LOSSES TO INVESTORS 

A. February 4, 2016 

29. The Class Period begins February 4, 2016, when MEDNAX issued a press release 

announcing fourth quarter 2015 results, which was also filed with the SEC on Form 8-K.  The 

Company touted revenue growth of 14 percent, which was “driven primarily by contributions from 

acquisitions completed since October 2014.”  MEDNAX further disclosed that “revenue growth 

attributable to recent acquisitions was 15.3 percent, while overall same-unit revenue declined by 

1.3 percent when compared to the prior year period.”  Defendant Medel stated in the press release: 

Our fourth-quarter results reflect continued strong growth and strategic milestones. . . .  We 

completed the acquisition of our tenth private practice for the year, and we also increased 

our financial flexibility through our entry into the dent securities markets.  For the year as 

a whole, in addition to these physician practice acquisitions, we established a leading 

presence in teleradiology, and we realigned our operating infrastructure to enable enhanced 

cross-selling of our services, responsiveness to our customers’ needs, and enhanced 

opportunities to generate organic growth.  Entering 2016, we believe our competitive 

positioning will be significantly improved by these achievements, as well as our ability to 

bring value to our physicians, hospital partners and shareholders through our service 

offerings and our investments in clinical research, education and quality. 

30. With respect to the Company’s 2016 first-quarter outlook, MEDNAX said that it 

“expects earnings per share will be in a range of $0.72 to $0.76 per diluted share and Adjusted 

EPS will be in a range of $0.85 to $0.89.” 

31. Also on February 4, 2016, MEDNAX held a conference call with analysts and 

investors to discuss its earnings for the fourth quarter of 2015 and its acquisition program.  During 
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the call, Defendant Medel emphasized the importance of the Company’s acquisition program, 

noting that the Company expended over $850 million of capital to “grow through acquisitions in 

2015, by far the largest amount we’ve ever used for growth in any one year.”  In describing 

MEDNAX as a preferred partner for anesthesiologists, he boasted that: 

[O]ver the last three years, 21 private practices have joined MEDNAX.  In fact, over that 

time period, more practices have chosen to join MEDNAX than any other organization.  I 

believe our commitment to quality, patient care, and dollar investments to support our 

physicians play a real and important role in these decisions.  And based on our pipeline, I 

believe that we will continue to be one of the most active acquire[r]s in this specialty at 

reasonable rates.” 

 

32. Medel further stated, “[w]e do have a very full pipeline, a number of good 

anesthesiology deals in our pipeline at multiples that we consider to be reasonable.  And so, we 

expect that we will continue to execute during this year independently of this other factor, which 

I think over time should help more deals get done at reasonable multiples.” 

33. In fact, Medel explained that since the acquisition of Virtual Radiologic 

Corporation the year prior, “we’ve gotten a number of indications from radiology practices that 

they are interested in talking about joining us.” 

34. Finally, Defendant Medel concluded that “[o]ur pipeline is very full.  We do have 

a number of deals under [letters of intent] and so we are happy with our position. . . .  So we’ve 

got plenty of financial power to continue to execute on our strategy.” 

35. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

Case 0:18-cv-61572-WPD   Document 53   Entered on FLSD Docket 03/08/2019   Page 15 of 80



16 

 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

B.  February 11, 2016 

36. On February 11, 2016, MEDNAX filed with the SEC its annual report on Form 10-

K for the year ended December 31, 2015 (“2015 10-K”).  Under the heading “Our Business 

Strategy,” the Company stated in the 2015 10-K: 
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We continue to seek to expand our operations by acquiring established physician practices 

in our specialties which include neonatology, anesthesiology, maternal-fetal medicine and 

pediatric cardiology.  We also pursue complementary pediatric subspecialty physician 

groups, such as pediatric intensivists, pediatric hospitalists and pediatric surgeons. . . .  

During 2015, we added 10 physician groups to our national network through acquisitions 

consisting of seven anesthesiology practices, two neonatology practices and one other 

pediatric subspecialty practice. 

 

37. With respect to acquiring complementary service businesses, the Company added: 

In addition to our national physician practice network, during 2015 we added a radiology 

physician services and telemedicine company that provides radiology coverage to over 

2,100 healthcare companies across all 50 states, the District of Columbia and Puerto Rico 

and a third-party receivables company that specializes in third-party revenue recovery on 

accounts that require heightened expertise, labor and capital and which provides services 

to over 260 hospitals nationwide.  We expect that the development of our service offerings 

will function as support for our own physician practices as well as a revenue generating 

outsourced service capability.  We will pursue additional opportunities in order to expand 

our service offerings to address the evolving needs of our hospital partners and other 

customers. 

 

38.   The Company further touted its business model in the 2015 10-K, stating that “we 

believe that physicians remain receptive to being affiliated with larger organizations that reduce 

administrative burdens, achieve economies of scale and provide value-added clinical research, 

education and quality initiatives.”2 

39. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

                                                 
2 Attached to the Form 10-K were Medel’s and Lopez-Blanco’s signed SOX Certifications in which they 

certified, among other things, that “this report does not contain any untrue statement of a material fact or 

omit to state a material fact necessary to make the statements made, in light of the circumstances under 

which such statements were made, not misleading with respect to the period covered by this report.”  

Substantially identical SOX Certifications signed by Medel and Lopez-Blanco were attached to each of the 

Company’s reports on Forms 10-Q and 10-K throughout the remainder of the Class Period. 
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were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

C.  April 28, 2016 

40. On April 28, 2016, the Company filed its quarterly report on Form 10-Q for the 

first quarter of 2016, ended March 31, 2016.  The Company reported therein net income of $67.899 

million.  Net revenue increased $113.2 million, or 17.7%, to $752.6 million for first quarter, as 
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compared to $639.4 million for the same period in 2015.  Importantly, “[o]f this $113.2 million 

increase, $96.5 million, or 85.2%, was attributable to revenue generated from acquisitions 

completed after December 31, 2014.” 

41. In a press release also issued that day, Defendant Medel punctuated the extent to 

which the Company’s growth was driven by acquisitions, boasting that “MEDNAX’s revenue 

growth attributable to recent acquisitions was 15.1 percent, while overall same-unit revenue 

increased by 2.6 percent when compared to the prior year period.”   The Company reported that it 

used approximately $60 million during the first quarter of 2016 to fund acquisitions and to make 

contingent purchase price payments for previously completed acquisitions.  Medel added, “[o]ur 

first-quarter results marked a strong start to the year and a continuation of our growth and operating 

strategy . . . .  We generated double-digit growth in revenue and EBITDA, which reflected the 

increasingly diversified ways in which we can add value to our hospital partners.” 

42. Later on the same day, the Company held a conference call with analysts and 

investors to discuss MEDNAX’s first quarter 2016 earnings, and specifically the Company’s 

acquisition program.  At the onset of the earnings call, Defendant Medel touted the completion of 

“four practice acquisitions that we’ve continued to add to our pipeline of signed letters of intent 

[‘LOIs’].”  Medel continued, “Looking at that pipeline and other discussions we’re having, I am 

confident that we will have another very active year in 2016 as we were to use our capital for 

acquisitions across all of our specialties and business lines.” 

43. Defendant Lopez-Blanco reiterated during the call that the Company’s net revenue 

increased by 18% to $753 million, and that 85% of the growth came from recent acquisitions.  She 

further stated that the Company was expecting earnings for the next quarter to be in the range of 

$0.89 to $0.93 per share and adjusted earnings in a range of $1.04 to $1.08 per share. 
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44. In response to an analyst question during the call, Defendant Medel underscored 

that “there are plenty of opportunities for growth” for the Company, with “a dozen LOIs in our 

pipeline” for anesthesia practices and “basically all of the specialties that we’re in.”  He claimed 

that “we’re not having any trouble getting these deals sourced and getting LOIs in place.  And I 

believe we’ll close most of these deals.”  Further to that point, Medel said, “the opportunity that 

we see is that now we have more areas of growth than we have ever had in the past,” which 

historically consisted of “neonatology and anesthesia” but was expanding to “management 

services” and “telemedicine.”  Medel summarized that “there’s a number of additional 

opportunities for growth, and so we’re pretty comfortable that we’re going to have a pretty good 

year and continue to grow.”  In regard to radiology, Medel stated that “we are talking to a number 

of radiology practices,” and that “[w]e believe that we will have our first hospital-based radiology 

group onboard before the end of the year and there is a lot of practices that are interested in talking 

to us, and we think that that will add yet another potential avenue of growth for us.” 

45. Defendant Medel also specifically rebuffed an analyst who stated that it “sounded 

to me a little bit like we should expect to see more non-NICU, non-anesthesia deals going 

forward.”  Medel rejoined, “No, I wouldn’t say that at all.  We’ve got a bunch of deals that are 

anesthesia and pediatrics-related in our pipeline.  There may be one or two, probably one deal, in 

the pipeline that’s related to management services.  But the bulk definitely of what we’re looking 

at with the LOIs that we have in the pipeline are all clinical.” 

46. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 
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(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 
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D.  June 7, 2016 

47. On June 7, 2016, at the Jeffries Healthcare Conference, Defendant Lopez-Blanco 

continued the Company’s campaign of touting MEDNAX’s acquisition pipeline, stating: “Our 

pipeline is very robust at this time . . . there will be more to come because we do have plenty in 

the pipeline, as well as even with these acquisition activities, we have roughly . . . two times 

leverage ratio.  And so again, there’s a lot of room to grow.”  She also represented that MEDNAX’s 

pipeline is “more robust than ever, and it has to do with the fact that physicians, if they want a 

long-term stable environment, know that that’s one that MEDNAX can provide.” 

48. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 
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purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

E.  June 14, 2016 

49. The next week during the William Blair Growth Stock Conference held on June 14, 

2016, Defendant Medel assured attendees that MEDNAX had “successfully completed over 220 

practice acquisitions since we went public in 1995 . . . .  [A]nd I can tell you I don’t have a single 

practice that wants to undo their deal, get their practice back or break away from MEDNAX.” 

50. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 
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(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

F.  July 28, 2016 

51. On July 28, 2016, the Company filed its Form 10-Q for the second quarter of 2016, 

ended July 28, 2016.  In its report, the Company announced net income of $82.4 million.  Net 

revenue increased $95.2 million, or 14.1%, to $771.8 million for the second quarter, as compared 

to $676.6 million for the same period in 2015.  The Company noted that “[o]f this $95.2 million 

increase, $81.9 million, or 86.1%, was attributable to revenue generated from acquisitions 
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completed after March 31, 2015.”  In the Company’s concurrent press release, Defendant Medel 

stated that “[o]ur second-quarter results demonstrated continued progress in our growth and 

operating strategy. . . .” 

52. During the conference call held that day with analysts and investors, Defendant 

Medel asserted that “[i]n anesthesiology, we’ve acquired four practices so far this year, and our 

pipeline continues to grow.”  According to Medel, “[a]nesthesiology groups increasingly see the 

need to be a part of a larger organization that can support them and invest in the data and 

technology capabilities that their hospital partners are asking of them.”  He elaborated that “we 

see the opportunities to continue to grow our footprint as significant, and I anticipate that we will 

have additional acquisitions to discuss with you in the near future. . . . So all in all, our practice 

acquisition pipeline remains very robust, and we’re on track to have a very busy year in 2016.”  

Defendant Medel concluded his prepared remarks by boasting, “We’ve got a great practice 

acquisition pipeline.  We’ve been closing deals.  We’ve got strategic growth in our MSO services, 

and we’ve got the financial strength to continue to pursue growth.” 

53. Later during the call, Defendant Medel refuted the suggestion that modest growth 

from acquisitions was due to a lengthening of transaction closing times or competition: 

I would say, [those trends were salient] no more than in the past.  We still have a full 

pipeline, and we still think that we are going to do a number of acquisitions this year.  As 

I said in my remarks, I do expect that we will be doing more anesthesia deals.  And we 

expect some in the not too distant future.  And I also expect that we will acquire our first 

radiology – on-site radiology practice this year, which has been our plan all along. 

 

So I would say no.  I think that we are right on track.  Some of the timing can be off a little 

bit for whatever reasons.  People go on vacation.  We had a deal we thought we were going 

to close a couple of weeks ago when somebody went on vacation.  We’ll get it closed, but 

the point is that it’s – that’s just an overflow of deals. 

 

54. When the same analyst noted that the anesthesia “market had been pretty hot” and 

asked if MEDNAX was experiencing moderation in that specific market, Medel flatly responded, 
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“I wouldn’t say that it has moderated.”  Nevertheless, in an early hint that the market was in fact 

slowing, Medel stated that “the practices that . . . people were willing to pay a premium for are 

probably not as many as before,” resulting in “multiples com[ing] down a little bit.”  Medel added 

that “that’s based mostly on the type of practices that are out there, not the big central long-term 

established kind of practices.  When they come on, they are still getting those higher multiples.” 

55. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 
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point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

G.  September 7, 2016 

56. Then, on September 7, 2016, during the Robert W. Baird Global Healthcare 

Conference, Defendant Lynch discussed the Company’s history of acquisitions and its pipeline for 

new acquisitions.  Specifically, Defendant Lynch noted that MEDNAX had “completed over 10 

practice acquisitions so far this year” and claimed that it had “an excess of that today under signed 

letters of intent for future acquisition.”  According to Lynch, “[e]ach step of the way through this 

year as we’ve completed acquisitions, we’ve been successful at adding more to the pipeline and a 

lot of that has been in anesthesia.”  Thus, “we have been able to increase our physician base in 

anesthesiology by well north of 20% each year.” 

57. Defendant Lynch added that to-date in 2016, MEDNAX had “added about 15% to 

that physician base,” and had “a path and a visibility to exceeding that 20% level again, against an 

ever-increasing physician base.”  Lynch suggested that the increased physician base was due to 

the “receptivity of independent anesthesia practices, to thinking about joining a larger 

organization,” which he claimed “continues to grow and become more ubiquitous.”  He 

concluded, “Whatever the case may be, the activity in that specialty continues to accelerate in 

terms of consolidation.  So, we feel that our ability to put our capital to work to add to our physician 

base through practice acquisitions is as strong as it’s ever been.” 
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58. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 
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contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

H.  October 27, 2016 

59. On October 27, 2016, the Company filed its Form 10-Q for the quarter ended 

September 30, 2016.  In that report, the Company announced net income of $96.505 million.  Net 

revenue increased $105.7 million, or 14.6%, to $828.0 million for the third quarter, as compared 

to $722.3 million for the same period in 2015.  The Company also noted that “[o]f this $105.7 

million, $95.5 million, or 13.2%, was attributable to revenue generated from acquisitions 

completed after June 30, 2016.” 

60. In the Company’s press release issued that same day, Defendant Medel stated that 

“[o]ur third-quarter results reflected the ongoing development of our growth and operating 

strategy” as the Company “acquired five physician practices during the quarter.”  Medel continued, 

“Looking forward, we believe we are well positioned, strategically and financially, to continue to 

grow and provide broad-based health solutions to our partners[.]” 

61. Also on the same day, during a conference call with investors and analysts to 

discuss MEDNAX’s earnings for the third quarter of 2016, Defendant Medel boasted that “2016 

continues to be one of our busiest years ever for acquisitions.”  He stated that during the third 

quarter, MEDNAX “acquired five practices for a total of 12 practice acquisitions for the year-to-

date,” including three anesthesia practices during the quarter and eight for the year.  Those 

acquisitions resulted in a 20% increase in the Company’s physician population for anesthesia 

during the first three quarters of the year, and Medel claimed that the “pipeline remains strong and 

I am confident we can close additional anesthesia practice acquisitions this year.” 
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62. When asked if the Company would consider a stock repurchase, Defendant Medel 

stated that MEDNAX would rather use that money for acquisitions.  He explained that “given our 

full pipeline . . . we would rather put our money to work by acquiring practices,” and he claimed 

that MEDNAX had received a “particularly encourag[ing]” reception from radiology practices that 

Company representatives had met in connection with further potential acquisitions. 

63. Defendant Medel added during the call that MEDNAX’s “strong financial position” 

was “particularly important given the strength of our practice acquisition pipeline as we look 

forward.” Medel confirmed that MEDNAX had “significant opportunities to put this capital to 

work in practice acquisition” and that he expected that MEDNAX “will continue to be very busy 

on that front as we wrap up this year and look into 2017.” 

64. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 
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the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

I.  November 15, 2016 

65. On November 15, 2016, during the Stifel Healthcare Conference, Defendant Lynch 

touted MEDNAX’s growth through acquisitions, “particularly in anesthesiology,” stating that 

“over the course of the last four or five years, we’ve not only driven revenue growth that’s been 

generally in the teens through organic growth and through acquisitions, but we’ve also diversified 

our revenue sources across different specialties.  And you can see some of the wedges growing 

there, particularly in anesthesiology, as that’s been our largest area of activity for acquisitions.”  

Also during this conference, Lynch underscored MEDNAX’s apparent ability to grow through 

further anesthesiology acquisitions, asserting that “our more recent entry into anesthesiology gives 

us significantly greater population of physicians that we can talk to about joining MEDNAX.”  

Lynch concluded by stating that MEDNAX does “see a very active pipeline of practice 

acquisitions that we continue to go after.” 
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66. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 
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contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

J.  December 7, 2016 

67. At the Citi Global Healthcare Conference held on December 7, 2016, Defendant 

Medel again misleadingly touted the Company’s “pretty full pipeline for anesthesia,” stating: 

“[I]n fact we’ve acquired more anesthesiology practices over the last 3 years than any one 

of our competitors.  If it’s just about money and you’re looking to make 11, 12, 13 times 

multiple on your practice, we’re not going to be the winners.  On the other hand, if you 

want to join a group of your own peers and you’re not going to get flipped in 3 or 4 years 

and you want to have opportunities to do research and medical education, if your hospital 

has to approve the sale, we have lots of great relationships with hospitals, etc.  So anyway, 

we have a pretty full pipeline for anesthesia.” 

 

68. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 
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purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

K.  February 7, 2017  

69. On February 7, 2017, the Company issued a press release reporting net income of 

$78.079 million for the fourth quarter. Net revenue for the quarter increased by 12 percent, to 

$830.8 million, from $741.7 million for the prior-year period, which was “driven primarily by 

contributions from acquisitions completed since October 2015.”  The press release also noted that 

“revenue growth attributable to recent acquisitions was 11.3 percent, while overall same-unit 

revenue increased by 0.7 percent when compared to the prior year period.”  During the fourth 

quarter, the Company used approximately $40.2 million to fund acquisitions and to make 

contingent purchase price payments for previously completed acquisitions.  Medel stated in the 

press release that MEDNAX continued to enjoy a “robust acquisition pipeline,” which he claimed 

was reflected in the results issued that day. 

70. That same day, the Company held an analyst conference call to discuss fourth-

quarter 2016 earnings.  During the call, Defendant Medel cautioned that it is “always difficult to 
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pinpoint” the timing of acquisitions, which can “impact our growth at least in the short-term,” but 

nevertheless he sought to assure investors that “we continue to add to our acquisition pipelines[.]”  

Discussing anesthesiology acquisitions, Medel claimed that “this has been a very stable business” 

and reiterated that the “acquisition market remains very active, and based on our pipeline, I expect 

that 2017 will be just as busy.”  Medel also stated that changes in physician reimbursement would 

have a positive impact on the business: “We’re also well prepared for the changes in 

reimbursement that will affect anesthesiologists under the macro legislation. . . . [W]e believe the 

changes in payments under macro can have a positive impact for us.” 

71. Defendant Medel concluded his prepared remarks by emphasizing the purported 

benefits of MEDNAX’s acquisition strategy: 

Finally, we had a tremendously active year in 2016 utilizing over $760 million of capital 

to acquire 13 practices and two [management services organization] companies.  And in 

the process, exceeded $3 billion in annual revenue for the first time.  Despite this, we enter 

the year in a strong financial position with modest leverage and more than $900 million 

available on our line of credits as of year-end.  Given the opportunities we see for 

acquisitions today across all of our specialties, I anticipate that we will have another very 

busy year in 2017 putting our capital to work. 

 

72. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 
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(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

L. February 10, 2017 

73. On February 10, 2017, MEDNAX filed with the SEC its annual report on Form 10-

K for the year ended December 31, 2016.  The Company detailed in its annual report that net 

revenue increased $403.2 million, or 14.5%, to $3.18 billion for the year ended December 31, 

2016, as compared to $2.78 billion for the prior year.  Of this $403.2 million increase, $356.4 

million, or 12.7% was attributable to revenue generated from acquisitions completed after 
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December 31, 2014.  The Company noted that during the 2016 fiscal year, net cash used in 

investing activities was $821.2 million which included acquisition payments of $762.3 million 

relating to the purchase of 13 physician practices and two complementary services businesses, 

capital expenditures of $39.3 million, and net purchases of investments of $19.6 million. 

74. In discussing its acquisition model, MEDNAX stated in its annual report that “we 

continue to seek to expand our operations by acquiring established physician practices in our 

specialties which include neonatology, anesthesiology, maternal-fetal medicine and pediatric 

cardiology.  We also pursue complementary pediatric subspecialty physician groups, such as 

pediatric intensivists, pediatric hospitalists, pediatric surgeons, pediatric ear, nose and throat 

physicians and pediatric ophthalmologists.”  The Company represented that it “can improve the 

results,” including revenue for all of its acquired physician practices, “through improved managed 

care contracting, improved collections, identification of growth initiatives, as well as, operating 

and cost savings based upon the significant infrastructure that we have developed.” 

75. Finally, which respect to its approach in dealing with its affiliated physicians, 

MEDNAX asserted that its “business model, which has been influenced by the direct contact and 

daily interaction that our affiliated physicians have with their patients, emphasizes a patient-

focused clinical approach that addresses the needs of our various ‘partners’, including hospitals, 

third-party payors, referring and collaborating physicians, affiliated physicians and, most 

importantly, our patients.” 

76. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 
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(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 
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M. April 20, 2017 

77. On April 20, 2017, MEDNAX issued a press release previewing its 2017 first-

quarter results.  The Company announced in the release that results for the quarter were lower than 

the results in the prior year quarter across many key financial metrics: 

 Net revenue of $836 million, compared to $753 million in the prior year quarter; 

 Net income of $55 million, compared to $68 million in the prior year quarter; 

 EBITDA of $132 million, compared to $144 million in the prior year quarter; 

 Earnings per share of $0.59, compared to $0.73 in the prior year quarter; and 

 Adjusted EPS of $0.75, compared to $0.87 in the prior year quarter. 

78. The Company attributed the poor results to a handful of adverse trends.  First, the 

Company disclosed that same-unit revenue was undermined by a “90 basis point payor mix shift 

to government payors,” which had a 150 basis point negative effect on same-unit pricing.  With 

respect to anesthesiology services, the effect was even more pronounced: “on a same-unit basis, 

payor mix for anesthesiology services [was] expected to shift by 190 basis points to government 

payors compared to the prior year period[.]”  Second, the Company experienced a 2.1% decline in 

neonatal intensive care unit patient days from the prior year quarter, which caused a 60 basis point 

decline in same-unit volumes.  Third, the Company revealed that “higher than expected practice 

salaries and benefits expense, primarily for non-physician clinicians, is expected to impact the 

Company’s Adjusted EPS unfavorably by $0.02 from what was anticipated within MEDNAX’s 

previously reported first-quarter outlook.” 

79. As a result of this announcement, the price of MEDNAX stock declined $5.39 per 

share, or more than 8%, from a close of $66.69 per share on April 19, 2017, to close at $61.30 per 

share on April 20, 2017.  That drop was accompanied by unusually high trading volumes, with 
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more than 6 million shares traded during the day.  Indeed, analysts expressed disappointment in 

the results.  JPMorgan observed in a report that the Company had a “sizable” miss on both guidance 

and consensus estimates for many financial metrics, and noted that the Company was “not 

responding to analyst inquiries” for further explanation beyond the contents of the press release 

issued that day.  SunTrust Robinson Humphrey referred to the preannouncement as 

“disappointing” and cut its price target from $72 per share to $65 per share.  Stephens also set its 

price target to $65 per share on the “disappointing” results. 

80. Despite the April 20, 2017 partial disclosure, however, the foregoing statements by 

Defendants were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 
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purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

N. May 4, 2017 

81. On May 4, 2017, the Company filed its Form 10-Q for the quarter ended March 31, 

2017, confirming the weak financial results pre-released on April 20, 2017.  The Company held 

an analyst conference call that morning, during which Defendants provided additional detail for 

the declining performance.  On the call, Defendant Medel acknowledged that the Company was 

seeing “faster inflation in compensation expense for nurse anesthetists which impacted our labor 

costs,” that “same unit revenues in both anesthesia and neonatology were challenged” in the 

quarter, and that payor mix trends would likely continue to negatively affect results.  Medel 

nevertheless reassured investors that the Company had “identified new growth opportunities that 

we’re acting on,” particularly in radiology and management services.  Medel claimed to be 

“committed and optimistic” about the Company’s future and said that MEDNAX was “focused on 

the opportunities in front of us to innovate, to lead in our clinical field, and to grow and succeed 

in the years to come.” 
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82. During the question and answer portion of the call, Defendant Medel expounded 

upon the higher compensation expenses, revealing that it was related to higher compensation for 

nurse anesthetists.  He explained that certain practices had “figured out that they need to hire nurse 

anesthetists in order to be more productive or efficient,” and had begun recruiting nurse 

anesthetists.  Medel stated that nurse anesthetists were being “offered more dollars to go work with 

other practices in the area,” with certain nurse anesthetists “being offered $200,000 [per] year 

salaries, which is a significant upgrade.” 

83. Defendant Medel also provided further detail on the current state of potential 

radiology acquisitions: 

We do think that our radiology opportunity is very attractive.  I am very bullish on it.  I 

think we have a significant competitive advantage with radiology that no one else has.  And 

I do expect that we will make more acquisitions this year on-the-ground radiology practices 

before the year is over.  All of that seems to be trending in the right direction. 

 

84. In response to a comment by an analyst concerning “a slowdown in deal flow,” 

Defendant Medel stated that investors should expect “one or two anesthesia acquisitions” and “as 

many as three or four radiology practice acquisitions” during the year.  Medel stated that it would 

not be unreasonable “to think that we could put $1 billion to work during the remainder of the 

year.  But again, things have to fall in place and we’ve got to get that done.” 

85. Despite those bullish statements, Medel remarkably admitted during the call that 

he did not “have a clue really” how the Company would perform in the coming months in regard 

to volumes and payor mix.  In that vein, Medel conceded that he had “no crew to tell me that things 

are getting worse, that the volume’s getting worse, that the payer mix is getting worse[.]  I don’t 

even know what the payer mix for the second quarter is as of right now[.]”  He said, “I don’t know 

why the payer mix did what it did, and I certainly was not expecting volumes in the neonatal ICU 
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to drop,” and bluntly stated that he did not “want to have this conversation with you guys 

anymore.” 

86. On this news, the price of MEDNAX stock declined $4.38 per share, or more than 

7%, from a close of $60.43 per share on May 3, 2017, to close at $56.05 per share on May 4, 2017 

on an unusually high volume of more than 3 million shares traded. 

87. Financial analysts reacted negatively to the disclosures made by Defendants that 

day.  Bank of America downgraded MEDNAX stock to “underperform” and cut its price target 

from $75 per share to only $57 per share, noting that the Company’s earnings guidance was below 

analyst estimates.  JPMorgan similarly cut its price target from $69 per share to $55 per share, 

noting that “operational execution has suffered.”  However, JPMorgan continued to believe the 

Company’s false assurances regarding acquisitions, and stated that MEDNAX is “positioned to 

build national practices in anesthesia and radiology by consolidating these physician specialties,” 

and “growth of anesthesia and radiology services should position [MEDNAX] more favorably . . 

. for faster growth in non-hospital ancillary sites of care.”  Stephens also remained “hopeful” that 

the announcement was the low point for the Company, despite the suggestion from the Company’s 

quarterly guidance that “it could get worse before it gets better.” 

88. Gordon Haskett Research Advisors (“Gordon Haskett”) commented on Defendant 

Medel’s “defeatism” on guidance, observing that Medel “threw in the towel” and appeared to be 

“at his wits end.”  Wells Fargo Securities also observed that the Company “had little visibility into 

its results, and appeared to be somewhat frustrated by that and questions regarding future trends.” 

89. The foregoing statements made by Defendants were materially false and misleading 

because: 
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(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 
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O. May 23, 2017 

90. Similarly, during the UBS Global Healthcare Conference held on May 23, 2017, 

Defendant Lynch stated that MEDNAX anticipated that it would see “continued growth . . . in 

anesthesiology through acquisitions.” 

91. The foregoing statement was materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

Case 0:18-cv-61572-WPD   Document 53   Entered on FLSD Docket 03/08/2019   Page 45 of 80



46 

 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

P. June 6, 2017 

92. During the Jefferies Global Health Care Conference held on June 6, 2017, 

Defendant Lopez-Blanco responded to a question about the “pace of deals,” which was tracking 

below the projected $1 billion in spending for the year.  Specifically, Lopez-Blanco stated that 

spending “will be heavily weighted in the area of radiology” and discounted the possibility that 

the Company would use that capital to repurchase shares because shareholders were “really going 

to be much happier in the long term if we . . . deploy it to buy physician practices.” 

93. Defendant Lopez-Blanco also cast doubt on the suggestion that new acquisitions 

were more scarce, and instead attributed the apparent slowdown to the difficulty of predicting the 

timing of new deal closures and the need to conduct due diligence: 

And so, why has it slowed down?  I’ve said to you guys for a number of years now, it’s 

timing of the deal that’s very hard to predict, and one of the things that MEDNAX is not 

going to do is to deviate from the due diligence process that it has, which is quite robust 

because we want to make sure that we have those physicians’ credential, and day one, we 

can bill for their services, we’ve looked at their malpractice experience, we’ve looked at 

their payer contracts, and so all of that takes time. 

 

94. Defendant Lopez-Blanco sought to assuage concerns that the Company was not 

pursuing anesthesiology deals, stating that “you’ll continue to see us deploying some capital in 

anesthesia,” thought she cautioned that “you have to be somewhat disciplined on those multiples, 

given some of the macro dynamics on the reimbursement side in the anesthesiology space right 
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now.”  She couched the Company’s reasoning in terms of a desire to please shareholders, who 

“would want us to be prudent on deployment of capital at a reasonable price for continuing to build 

out some of the anesthesia space.” 

95. Finally, in her “parting words for investors’, Defendant Lopez-Blanco stated that 

MEDNAX remained “very excited about the opportunities that we see ahead of us . . . in the 

competitive advantage that we believe we have in building out this radiology platform.  So with 

that, we’re all pretty much focused on that.” 

96. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 

(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 
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(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

Q. June 13, 2017 

97. On June 13, 2017, while at the William Blair Growth Stock Conference, Defendant 

Lopez-Blanco touted MEDNAX’s growth in anesthesiology, calling the business “an opportunity 

and a growth vehicle,” additionally stating that “there’s 51,000-or-so board certified 

anesthesiologists, of which roughly we employ 1,400-or-so” and thus “there’s a lot of room to 

grow” in anesthesiology. 

98. The foregoing statements were materially false and misleading because: 

(a) MEDNAX’s strategy of growing revenue by acquiring new anesthesiology practices 

was not sustainable; 

(b) MEDNAX was experiencing a shift toward lower-margin government and self-pay 

payors, as well as growth in compensation expense for nurse anesthetists, which together 

were affecting the profitability of acquired anesthesiology practices and the valuations of 

practices that the Company was considering purchasing; 
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(c) the changing economics of MEDNAX’s acquired anesthesiology practices were 

undermining the Company’s ability to turn profits on those practices, and was forcing the 

Company to re-examine whether it should continue acquiring anesthesiology practices; 

(d) in order to continue acquiring anesthesiology practices in a sufficiently profitable 

manner, MEDNAX would need to purchase those practices at lower prices than it had done 

so previously, but physicians who had sold practices were often already dissatisfied with 

the price and salary terms of the acquisitions, making it infeasible for MEDNAX to lower 

purchase prices any further and thus impossible for MEDNAX to continue acquiring new 

anesthesiology practices at sufficiently profitable prices; 

(e) MEDNAX’s relationships with the anesthesiologists it employed and its reputation 

among anesthesiologists in practices not acquired by MEDNAX were deteriorating to the 

point that it was difficult for the Company to attract and retain anesthesiologists to fulfill 

the Company’s contracts with hospitals; and 

(f) due to the failing economics of new practice acquisitions and anesthesiologists’ lack of 

desire to become affiliated with MEDNAX, the market for new acquisitions was 

contracting and the Company was growing increasingly unable to find new anesthesiology 

practices to purchase. 

R. July 17, 2017 

99. In what was symptomatic of the Company’s problems in acquiring practice groups 

and retaining physicians, litigation occasionally resulted when physicians’ contracts with 

MEDNAX were nearing expiration and the physicians no longer wanted to be affiliated with 

MEDNAX.  For instance, on July 17, 2017, two MEDNAX subsidiaries, American Anesthesiology 

of the Southeast, PLLC (“American Anesthesiology”) and Southeast Anesthesiology Consultants, 
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PLLC, which operate in the Charlotte, North Carolina region, sued dozens of MEDNAX-affiliated 

anesthesiologists with privileges at Carolinas Health Care System for breach of contract, civil 

conspiracy, tortious interference, and defamation after they refused to renew their employment 

contracts with American Anesthesiology.  That complaint alleged that the physicians had falsely 

justified their refusal by claiming that American Anesthesiology was violating certain laws 

regulating its relationship with MEDNAX.  In addition to denying the physicians’ alleged 

accusations, the plaintiffs sought to enjoin the physicians’ refusal to renew their contracts and 

sought damages for the physicians’ other conduct. 

S. July 28, 2017 – The Truth is Revealed 

100. Finally, on July 28, 2017, the end of the Class Period, MEDNAX filed its Form 10-

Q for the second quarter ended June 30, 2017.   Therein, the Company reported net income of more 

than $63 million.  Net revenue increased $71.1 million, or 9.2%, to $842.9 million for the second 

quarter, as compared to $771.8 million for the same period in 2016.  The Company noted that “[o]f 

this $71.1 million increase, $77.6 million, or 10.1%, was attributable to revenue generated from 

acquisitions completed after March 31, 2016.”  The Company also noted that during the six months 

ended June 30, 2017, net cash used in investing activities was $139.8 million which primarily 

included acquisition payments of $113.7 million, capital expenditures of $21.9 million, and net 

purchases of $8.0 million related to the purchase and maturity of investments.  Defendant Medel 

stated in the Company’s concurrent press release that the “trends we experienced earlier in the 

year, in both payor mix for anesthesia services and volume trends in neonatal services, remained 

a challenge during the quarter, impacting our same-unit revenue compared to the prior year.”  In 

that vein, the Company stated in the press release that same-unit revenues declined by 0.6 percent 
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due to reimbursement-related factors, and an additional 0.3 percent due to lower patient volumes 

from the prior year quarter. 

101. During the earnings call with analysts and investors, Defendant Medel disclosed 

that MEDNAX had failed to complete any acquisitions of anesthesiologist practices during the 

quarter, which “did impact our results.”  Medel explained that “based on the trends we began 

seeing earlier this year,” the Company opted to renegotiate two acquisitions that it was preparing 

to finalize.  Medel also suggested that MEDNAX was scaling back its anesthesia practice 

acquisitions, cautioning that future acquisitions “will be done in a deliberate fashion and with a 

heavy focus on valuations that we’re willing to pay.” 

102. In his prepared remarks, Defendant Medel provided additional details on the 

Company’s reasons for reducing its emphasis on acquiring anesthesiology practices: 

What we have continued to see is either slight growth or modest declines in our commercial 

volumes and faster growth in both Medicare and self-pay volumes.  We’ve also continued 

to see growth in compensation expense for nurse anesthetists.  The trends we have seen in 

our anesthesia business led us to make some strategic decisions during the quarter related 

to acquisitions.  I know we didn’t complete any anesthesiology acquisition during the 

quarter, and that did impact our results.  But that was on purpose. 

 

We had a couple a couple of anesthesia deals that we were preparing to close.  But based 

on the trends we began seeing earlier this year, we opted to renegotiate them in order to 

account for those trends.  This makes sense to us, but that’s a difficult process and it slowed 

down our pace of acquisitions in the quarter. 

  

103. Medel elaborated that “the impact of what we’ve seen in both the same-unit revenue 

growth and compensation expense are significant, and we continue to account for our expectations 

that those trends will persist in the near future.”  Those trends, according to Medel, “affect[] the 

valuation for the practices.” Thus, while MEDNAX “remain[s] committed to our growth in 

anesthesia, and I expect that we will complete additional practice acquisitions in this specialty,” 

Medel also cautioned during the call that MEDNAX had “incorporated very limited contribution 
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from them in our expectations” for the following quarter, due to the “uncertainty as to the particular 

timing of closing of acquisitions” due to the renegotiations. 

104. Defendant Lopez-Blanco similarly echoed the negative news and its effect on the 

third quarter and the remainder of the year: 

Turning on to our outlook for the third quarter, we do believe that it remains appropriate to 

anticipate that the factors impacting our results for the first half of 2017 will continue in 

the third quarter.  As a result, we have incorporated a similar expectation of same-unit 

result, as well as a continuation of practice salary and benefits cost inflation that we’ve 

experienced thus far this year.  Additionally, based on the uncertainty as to the particular 

timing of closing of acquisitions, we have incorporated very limited contribution from them 

in our expectations. 

 

105. When asked by an analyst if there was a “drag” on acquisitions, Defendant Lopez-

Blanco affirmatively responded by stating: 

Yeah.  I think, as you know, MEDNAX historically has been double-digits, so from a top-

line perspective as well as the operating income perspective, a big chunk of our 

contribution does come from acquisitions.  And so, that has slowed down, and so we will 

feel that in the third quarter. 

  

106. On this news, the price of MEDNAX stock declined $8.76 per share, or 

approximately 15.5%, from a close of $56.49 per share on July 27, 2017, to close at $47.73 per 

share on July 28, 2017 with more than 3.6 million shares traded during the day, wiping out more 

than $800 million in shareholder equity. 

107. Investment analysts covering MEDNAX expressed shock by Company’s 

disclosures, and expressed skepticism in the Company’s attempts to reassure investors regarding 

anesthesia acquisitions.  Gordon Haskett observed that “it sounded . . . like MD has basically 

decided to stop making deals in anesthesiology . . . [i]n a nutshell, MD is trying to use M&A as a 

vehicle to reduce the company’s dependence on anesthesiology where the payor mix trends have 

been worsening.”  Gordon Haskett noted that the “pivot” to radiology “got plenty of attention on 

the Q1 call but it seemed on [the July 28, 2017 call] that the shift is accelerating and MD’s M&A 
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slowdown in anesthesiology is more like a shutdown.”  Stephens similarly noted that the 

“magnitude of margin deterioration experienced this year is alarming,” which Stephens recognized 

had “largely put anesthesia M&A on hold.”  Stephens attributed the stock price decline that day to 

the Company’s “puzzling” guide for future financial results that had “investors questioning 

whether there has been a structural change to the Company’s margin profile[.]”  Moreover, 

Stephens recognized that the “[l]ack of external growth drove much of the $13.8 million revenue 

miss versus our 2Q expectation as well as in our 3Q outlook.” 

108. Jefferies concluded that the decision not to acquire anesthesiology practices in 2017 

would “result in a deceleration in the company’s growth” and “will significantly reduce” 

MEDNAX’s “EPS growth outlook.”  Jefferies also stated that “for a company known as a ‘roll 

up’, this move will likely translate to a re-rating of its valuation as well.” 

Post-Class-Period Events 

109. Following the announcement of third quarter 2017 earnings, the Company held an 

earnings conference call with analysts and investors on November 1, 2017.  Defendant Medel 

again acknowledged that the Company was experiencing “headwinds” and that MEDNAX’s 

revenue will continue to face some level of persistent headwinds in the future” due to lower birth 

rates, the change in payor mix, among other factors.  In providing guidance relating to future 

acquisitions, Defendant Medel noted the following: 

I don’t want to go into too many details about our strategy for radiology, but I do want to 

give a guideline for our expectations of M&A deployment through the remainder of this 

year and 2018.  We intend to be very deliberate and very focused in our growth and to 

pursue selected acquisitions of what we call cornerstone practices and support ways that 

we can grow organically and with tuck-in acquisitions beyond those larger groups that 

joined MEDNAX.  To that end, I don’t envision us accelerating our acquisition deployment 

much beyond the pace we’ve gone at this year. 
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110. Also, during a Robert W. Baird Global Health Care Conference held on September 

6, 2017, Defendant Medel acknowledged that at least at the beginning of 2017, he and the 

Company was aware of these adverse trends and the decision was made to stop purchasing new 

practices.  Specifically, Defendant Medel stated that: 

[W]hen I realized what was going on in anesthesia, they say when you find yourself in a 

hole, stop digging, right.  So, I decided to stop buying practices because I couldn’t figure 

out what was going on and why this was affecting us so suddenly at the beginning of the 

year.  And so that obviously also hurt our performance because we had a couple of deals 

that we were got ready to close clearly [sic] if we had continued with those acquisitions, it 

wouldn’t have impacted our performance as much as all of this did. 

 

111. On November 9, 2017, MEDNAX Services, Inc. (a MEDNAX subsidiary) and 

Southeast Anesthesiology Consultants, PLLC (“SAC”), sued a group of MEDNAX-affiliated 

anesthesiologists in the Greensboro, North Carolina area for, inter alia, breach of contract, civil 

conspiracy, tortious interference, and defamation after they refused to renew their employment 

contracts with SAC.  That complaint, similar to the complaint described in ¶ 99 above, alleged that 

the physicians had falsely justified their refusal by claiming that SAC was violating certain laws 

regulating its relationship with MEDNAX.  Employing the same tactic as in the similar complaint 

above, the plaintiffs denied the physicians’ alleged accusations, sought to enjoin the physicians’ 

conduct, and further sought damages for the physicians’ other conduct. 

VII. CONFIDENTIAL WITNESSES FURTHER EXPLAIN HOW MEDNAX MISLED 

THE PUBLIC 

112. Multiple former MEDNAX employees have provided confidential statements 

describing the problems the Company faced in acquiring new practices, and explained that doctors 

were already dissatisfied with how MEDNAX compensated them after acquisition.  The 

Confidential Witnesses make clear that MEDNAX had little or no room to negotiate lower 

purchasing prices for new acquisitions and would have likely faced mass physician defections if it 

had attempted to rescue the economics of acquired practices by cutting physician salaries.  Based 
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on their experience working at the Company, certain Confidential Witnesses expressed doubts that 

the Company’s ability to enter into new contracts with anesthesiology practices and close the 

transactions could be maintained over an extended period of time.  These Confidential Witness 

statements thus corroborate the allegation that Defendants’ statements touting MEDNAX’s 

strategy of acquiring anesthesiology practices to drive revenue growth were false and misleading. 

113. CW 1 was the practice administrator for an anesthesia practice in Georgia acquired 

by MEDNAX.  CW 1 worked at the clinic throughout the Class Period.  In CW 1’s opinion, 

MEDNAX’s business model was unsustainable.  His practice group never turned a profit after the 

acquisition, and he stated that MEDNAX had to repeatedly put more money into the practice to 

sustain it because reimbursements from insurance carriers were worse than what the practice had 

received as an independent group.  Other anesthesia groups acquired by MEDNAX in the area 

were facing the same problems.  CW 1 believed that MEDNAX needed to continue purchasing 

anesthesia groups in order to improve the appearance of accounts receivable, but that this was “like 

a pyramid scheme” because the groups were not profitable after acquisition.  CW 1 said that if 

MEDNAX stopped acquiring these practices, its “stock attractiveness would just go away.” 

114. CW 1 further explained that the accounts receivables would look higher than was 

realistically recoverable.  Specifically, CW 1 stated that anesthesia is billed in units of time, and 

the rates billed after the acquisition were higher than would be paid by insurance companies.  As 

a result, the accounts receivable might reflect, for instance, a $150-per-unit fee but the insurance 

company would only pay half that amount. 

115. CW 1 confirmed that he saw MEDNAX pressure one cardiac anesthesiologist who 

was considering leaving his practice.  When MEDNAX had acquired the practice, that particular 

anesthesiologist was not given any money directly in the buyout, but the other physicians gave 
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him money to stay on post-acquisition.  When the anesthesiologist thereafter sought to leave, 

MEDNAX wanted to be reimbursed the money the anesthesiologist had received and CW 1 

believed MEDNAX was going to sue if he did not return the money.  The anesthesiologist ended 

up staying in order to avoid fighting with MEDNAX. 

116. CW 2 was a billing analyst and regional accounts trainer at MEDNAX between 

July 2012 and December 2016.  CW 2 handled front end data entry for charges and helped set up 

accounts for the coding department.  CW 2 would also train new employees at the Company.  As 

with CW 1, CW 2 stated that coworkers did not believe MEDNAX’s business model of 

acquisitions was sustainable. 

117. CW 3 was a Senior Financial Analyst at the Company between April 2016 and 

February 2018.  CW 3 described the salary reductions physicians received after MEDNAX 

acquired practices.  For instance, as the owner of a practice, a physician might make $800,000 per 

year, but after their MEDNAX buyout the physician may only make $400,000 as a Company 

employee.  According to CW 3, it was “hard to get physicians to re-sign” in 2016 and 2017 when 

their typical seven-year contract terms were ending.  CW 3 explained that when contracts came up 

for renewal, many physicians fought to increase their salaries back to $800,000, but the Company 

would decline and counter with a small salary increase.  CW 3 said that many doctors were shocked 

and displeased by what MEDNAX was offering as compensation.  Many also expressed their belief 

that their salaries were supposed to return to pre-acquisition levels after the initial contract term, 

and CW 3 had to tell those doctors otherwise. 

118. In late 2016 or early 2017, CW 3 was assigned to run financial analyses for the 

team negotiating new contracts with the doctors at a Greensboro, North Carolina anesthesiology 

practice owned by MEDNAX.  After those negotiations were unsuccessful, the doctors refused to 
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re-sign contracts with MEDNAX in the spring of 2017.  CW 3 estimated that that practice had 

been earning between $3 million and $4 million for MEDNAX after expenses.  CW 3 added that 

after the doctors left, MEDNAX still owned the practice but no longer had the doctors that used to 

comprise the practice.  On information and belief, the impasse between these same doctors and 

MEDNAX was the impetus for the litigation described in ¶ 111 above. 

119. CW 3 was also assigned to run financial analyses for the team negotiating new 

contracts with anesthesiologists at a MEDNAX-owned practice in Charlotte, North Carolina in 

early 2017.  CW 3 said that the doctors in Greensboro had spoken with the doctors in Charlotte 

about their renegotiation experience, prompting the Charlotte doctors to be wary and more 

aggressive than their Greensboro colleagues had been.  According to CW 3, MEDNAX planned 

to offer the doctors a raise of approximately $25,000 to $50,000, which would bring them to 

approximately $375,000 in annual salaries.  The doctors did not agree to those terms, and CW 3 

recalled that the Company went through approximately eight different proposals with the doctors.  

CW 3 believed his efforts were being relayed to Defendants Medel and Lopez-Blanco, and CW 

3’s boss said “your work is going all the way up to [Defendant] Roger [Medel].”  CW 3’s boss 

also said that Medel and Lopez-Blanco “know how hard you’re working on this and how much 

time you’re working on this.”  CW 3 believed the Charlotte practice was bringing in about $35 

million in annual revenue, so MEDNAX was focused on trying to save its contract with the doctors 

there.  By the end of those negotiations, CW 3 said, MEDNAX was forced to pay as much as 

$100,000 more in salary, bonuses, and benefits for each doctor, which would have cost the 
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Company as much as $15 million over a five-year period.  Nevertheless, CW 3 believed the doctors 

soon after decided to end their relationships with MEDNAX.3 

120. CW 3 further explained that MEDNAX’s business model put it in a difficult 

position when renegotiating doctor contracts, because MEDNAX also had contracts with hospitals 

guaranteeing the supply of those doctors.  If the doctors left MEDNAX, MEDNAX still owned 

the practice and would have to find doctors to work there.  If MEDNAX could not renegotiate a 

satisfactory contract with the doctors, MEDNAX risked violating its contract with the hospitals or 

losing those contracts with the hospitals, CW 3 said.  Thus, CW 3 believed it could “pose a real 

problem” for MEDNAX if a large enough group of physicians decided not to renew their contracts, 

which put pressure on MEDNAX to accede to physicians’ demands for higher salaries. 

121. CW 3 also noted that MEDNAX moved on to acquiring radiology practices—as 

opposed to anesthesiology practices—because “they’ve already bought up every anesthesiology 

practice that there is to buy.”  CW 3 opined that the market is “done,” and the Company had to 

move on to different practices like radiology.  CW 3 noted that he heard the South Region’s 

President discuss the issue, and CW 3 said that employees at the Company’s headquarters were 

aware that the Company had bought all the practices that were willing to engage with MEDNAX.  

CW 3 said this was common knowledge and not a secret at MEDNAX by early 2017, and at that 

time there was an internal Company-wide push for employees to shift their focus to radiology 

practices.  CW 3 believed that anesthesiologists had begun to discuss their negative experiences 

with the Company, prompting those at the remaining doctor-owned practices to resist working 

with MEDNAX.  After that point, the Company shifted its focus to radiology. 

                                                 
3 On information and belief, those are the same doctors who were sued in the litigation described in ¶ 99 

above. 
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122. CW 4 was a billing operations supervisor for MEDNAX from December 2014 to 

February 2017 and then a billing operations manager from March 2017 to June 2018, based in 

Sunrise, Florida.  CW 4’s responsibilities included posting and reconciling revenues, and oversaw 

administrators who processed payment-related documents from Medicare, Medicaid, managed 

care, and commercial payors daily.  CW 4 would also become involved in new practice 

acquisitions when those acquisitions were near to closing, and would be involved in discussing the 

acquisition process steps including acquisition dates and accreditation dates.  CW 4 would also 

join quarterly meetings to review profits for the practices in CW 4’s region. 

123. CW 4 recalled that a Regional Patient Accounts Manager would explain during the 

quarterly meetings that physicians were complaining about low compensation.  CW 4 also 

witnessed a decline in revenues during his final years at the Company, and stated that forecasting 

is difficult in anesthesiology because it is impossible to know how many patients will need surgery. 

124. CW 5 worked as a mergers and acquisitions analyst for MEDNAX between March 

2016 and February 2018.  In that role, CW 5 built, analyzed, and presented collaborative financial 

valuation models and summarized due diligence information, and would build and maintain the 

necessary relationships with target physicians and practices.  CW 5 was involved in the deal 

process from the earliest due diligence phase to closing. 

125. During CW 5’s tenure, the Company was evaluating physician practices that 

specialized in pediatrics, anesthesiology, radiology, and revenue cycle management.  CW 5 

explained that MEDNAX often could not get physicians to accept offers, stating that “[w]e lost a 

decent number—it was definitely hard to get a deal done.”  Indeed, more deals fell through in 2016 

and 2017 than closed.  CW 5 worked on approximately five or six deals that closed, and between 

eight and twelve that did not.  “Department-wide we did really well in 2016 and closed 20 or so,” 
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CW 5 said. “Then [in 2017] it was in the teens.”  During that same two-year period, the department 

lost or walked away from approximately 30 or 40 deals. 

126. Part of the reason for the lost deals, as described by CW 5, was that physicians 

wanted to receive higher multiples on their practices’ earnings than MEDNAX would pay.  A 

multiple of ten-times a practice’s yearly earnings was a typical payout.  Physicians also typically 

took reduced salaries after acquisitions, and would often take a more significant salary reduction 

in exchange for being paid more up front at the time of acquisition.  However, the lower the salary 

physicians received, the harder it was to keep them engaged post-acquisition, and higher initial 

payouts would sometimes result in lower salaries for clinicians and other staff. 

127. CW 5 would occasionally speak directly with physicians and practice directors.  

During that process it was normal for either the physician or practice director to express concerns 

about compensation.  “They complained they were not getting paid enough,” CW 5 said.  Although 

the Company typically secured contracts tying physicians to the practice after acquisition, it was 

difficult for MEDNAX to enforce those contracts when a physician left. 

128. CW 6 was a director at MEDNAX’s Surgical Directions vertical—itself a 

consulting firm and MEDNAX subsidiary—between 2015 and early 2017.  Surgical Directions 

focused on perioperative performance improvement—helping hospitals find greater efficiencies in 

their operating rooms.  CW 6 reported to Surgical Directions CEO Jeff Peters. 

129. CW 6 stated that the anesthesiologists who had founded Surgical Directions felt 

they were not being compensated adequately by MEDNAX.  When Surgical Directions was 

acquired by MEDNAX, those anesthesiologists started receiving salaries for their consulting 

services.  CW 6 said the salary system was better for MEDNAX because it saved the Company 

money:  “On salary they can work 80 hours a week and [MEDNAX] pays them the same amount.” 
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130. These concerns were not unique to Surgical Directions.  Other clinicians that CW 

6 met while at MEDNAX were also unhappy with their relationships with the Company.  CW 6 

met these clinicians informally at a MEDNAX conference for the leaders of the MEDNAX 

subsidiaries and divisions.  “There were people that tried to part ways with MEDNAX,” CW 6 

recalled.  “Some [clinics] were trying and a lot were not happy.”  “People were unhappy,” CW 6 

added.  “A lot of what you hear was that [people were told once MEDNAX took over that] their 

practices were going to do this, that, and life will be great.”  The promises MEDNAX made but 

struggled to fulfill were “around finance, support, bringing business in, getting them contracted 

out,” CW 6 said. 

131. CW 7 was the interim president and COO for MEDNAX’s Surgical Directions 

subsidiary between March 2016 and August 2016.  CW 7 stated that the MEDNAX anesthesia 

practices that Surgical Directions provided consulting to were struggling with profitability, which 

was the reason why Surgical Directions was assisting those practices.  CW 7 recalled that those 

practices may have been in Tennessee, Atlanta, and Baltimore.  Overall, CW 7 felt that MEDNAX 

was underutilizing Surgical Directions. 

132. Separately, CW 7 recalled attending a large MEDNAX-wide meeting of MEDNAX 

executives and the leaders of MEDNAX practices, including anesthesiology practices.  CW 7 

referred to the meeting as the “Medical Directors’ meeting,” which Defendant Medel and other 

top MEDNAX executives attended.  CW 7 stated that certain individuals he met at the event, who 

were leaders at their respective practices, expressed dissatisfaction with their salaries under 

MEDNAX. 

133. CW 8 was the Director of the credentialing department at MEDNAX between June 

2016 and September 2018.  CW 8 worked closely with enrollment and risk management and 
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reported to the Vice President of Risk Management and Credentialing.  CW 8 confirmed that 

MEDNAX employees, including physicians, were subjected to non-compete clauses.  “It’s a bully 

tactic,” CW 8 said. “I can only speak for myself, but I feel like I was certainly bullied.” 

134. CW 8 also described changes that were being considered in MEDNAX’s pay model 

for physicians to “bring [them] in line with what [the Company] was able to afford.”  CW 8 said 

there were challenges in recruiting doctors because of the Company’s payment model, which 

MEDNAX was examining because new contractual agreements with payors were forcing the 

Company to consider ways to save money.  More specifically, the ratio between physician 

compensation and what the Company was being paid by payors was not cost-effective. 

135. CW 9 was an anesthesiologist at a MEDNAX-acquired practice between 2010 and 

October 2015.  CW 9 said that the Company’s use of non-compete agreements was restrictive, and 

that physicians would need to move an “insane” distance to escape a non-compete agreement.  

“You can’t stand toe to toe with MEDNAX unless you’ve got a benefactor,” CW 9 said.  The non-

compete agreements were “very difficult” and “restrictive,” and CW 9 explained that it was too 

difficult for doctors to challenge the agreements in litigation because a large company like 

MEDNAX had more resources and could wait longer for the case to resolve. 

136. CW 9 also expressed his frustration that MEDNAX was taking a large percentage 

of revenues for administrative costs, which he estimated to be as high as 35% of revenues.  He 

recounted that a MEDNAX acquisition in North Carolina grew unhappy with the Company’s high 

administrative costs, and most of the doctors signed letters saying they intended to resign.    

Relatedly, CW 9 recalled that he never received any increase in compensation while at MEDNAX.  

“What we hung our hats on was a so-called Christmas bonus,” CW 9 explained.  However, the 

bonus always varied and everyone “stopped trying to figure it out.” 
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137. CW 10 was a Medical Billing Specialist at a pediatrics practice between October 

2004 and January 2016.  MEDNAX acquired the practice in around 2011, after which there was a 

“significant” increase in amounts billed to patients.  CW 10 said that after the acquisition patients 

were billed “several hundred [dollars] to a grand more for the same services.”  A doctor at the 

practice grew frustrated and would argue with MEDNAX about the charges, which were hurting 

the business.  Patients also frequently complained about the charges.  Occasionally a doctor or 

manager could give discounts to patients to help reduce bills.  In addition, CW 10 explained that 

MEDNAX was constantly changing agreements with insurance companies, and there was a time 

when CW 10’s practice could not accept Blue Cross Blue Shield patients or Humana patients 

because MEDNAX could not come to an agreement on contracted rates.  This hurt the practice’s 

profitability. 

138. After the acquisition of CW 10’s practice, MEDNAX also wanted changes to how 

billing was done.  There were instances when the doctor submitted one code for billing and 

MEDNAX asked the code to be changed.  For example, CW 10 said that if there was a pneumonia 

diagnosis, MEDNAX wanted the doctor to circle all the symptoms that added up to pneumonia 

instead of just circling pneumonia.  “They were big on that,” CW 10 said. 

139. There were “a lot of times” where CW 10’s clinic and MEDNAX had 

disagreements about the “billing level,” which did affect how much patients were billed.  CW 10 

explained, for instance, that if a child came in for a flu shot, that would be a “Level 1.”  Level 3 

was a higher but common code for patient visits because the clinic was not a full urgent care center.  

The services offered were basic and non-invasive.  Level 4 might be seen more at a free-standing 

emergency room, which is not what the clinic was.  Before MEDNAX, most visits were billed as 

Level 3. 
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140. When MEDNAX acquired the practice, CW 10 explained, the Company wanted to 

increase levels.  Many times, a doctor felt that a diagnosis was a Level 3, but MEDNAX would 

respond that it should be a Level 4 instead.  There were also times when a doctor performed a 

particular procedure and marked it a Level 3, but MEDNAX wanted it to be billed as a Level 4.  

CW 10 overhead doctors discussing that the levels should not be increased.  CW 10 felt that 

MEDNAX’s reasons for wanting increased levels were sometimes over miniscule issues.  For 

example, if a doctor utilized extra bandage for a wrap, MEDNAX wanted the billing level 

increased. 

141. CW 11 worked for MEDNAX in its human resources department between 2007 

and March 2018.  CW 11 was a Human Resources Assistant from 2015 to 2017, and prior to that 

primarily focused on compensation.  CW 11 said that many physicians did not renew their 

contracts with MEDNAX.  The Company did not want to pay doctors with dual subspecialties, 

and would try to pay doctors only for one.  CW 11 saw this in 2014 to 2015 when CW 11 was 

working on compensation.  CW 11 estimated that between ten and fifteen percent of physicians 

did not renew their contracts with the Company, which put the Company in “distress.” 

142. The Company first began using non-compete agreements near the end of 2015, CW 

11 stated, and doctors who were with the Company prior to that time were more reluctant to sign 

the agreements.  The agreements themselves were highly restrictive and, for instance, would 

prevent a physician from working at a hospital in the same state in the same subspecialty they had 

while at MEDNAX.  CW 11 was aware of an episode in which a group of physicians banded 

together and refused to sign the non-competes, and the Company tried to withhold money from 

the physicians until they signed the agreements.  CW 11 thought MEDNAX was trying to 

intimidate the physicians. 
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VIII. ADDITIONAL SCIENTER ALLEGATIONS 

143. As alleged herein, Defendants acted with scienter in that they issued and/or 

disseminated public statements during the Class Period which were materially false and misleading 

and which they knew or recklessly disregarded were materially false and misleading.  Defendants 

knowingly and substantially participated or acquiesced in the issuance or dissemination of such 

statements in violation of the federal securities laws, and failed to file the necessary corrective 

disclosures. 

144. The Individual Defendants, by virtue of their receipt of information reflecting the 

true facts regarding MEDNAX, their control over, receipt, and/or modification of MEDNAX’s 

allegedly materially misleading statements and omissions, and/or their positions with the 

Company, which made them privy to confidential information concerning MEDNAX, participated 

in the fraudulent scheme alleged herein. 

145. The ongoing fraudulent scheme described herein could not have been perpetrated 

over a substantial period, as has occurred, without the knowledge and complicity of the personnel 

at the highest level of the Company, including Defendants Medel, Lopez-Blanco, and Lynch. 

146. The flow of information within the Company to senior management was open and 

direct at all relevant times.  Accordingly, members of senior management, including the Individual 

Defendants, were aware on a constant basis of the state of the status of acquisitions including 

letters of intent, trends in the specialties MEDNAX was interested in purchasing, and the 

Company’s financial performance. 

147. As explained by CW 12, Defendants Medel and Lopez-Blanco attended monthly 

administrative meetings during which CW 12 and other employees discussed contracts between 

MEDNAX practices and health insurance companies that were responsible for providing 

reimbursement.  CW 12’s responsibilities included monitoring the financial performance of 
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existing contracts in order to assess anticipated margins and potential risks based on regional 

market conditions and contract records.  CW 12 would use various methodologies to run analyses 

and build proposals for the different health systems that MEDNAX relied on for reimbursement.  

During the calls with Medel and Lopez-Blanco, CW 12 and others would discuss the status of 

contracts and reported financial results.  Whenever Medel and Lopez-Blanco did not attend these 

meetings, they received reports instead.  Medel and Lopez-Blanco thus were kept up-to-date and 

should have been aware throughout the Class Period of the performance of MEDNAX’s practices. 

148. As described by CW 3, and as noted above, by as late as early 2017 it was common 

knowledge at MEDNAX’s headquarters that the Company had purchased all the anesthesiology 

practices that were willing to engage with MEDNAX.  As a result, CW 3 stated that there was an 

internal, company-wide push for employees to begin focusing their attention on radiology practices 

as opposed to anesthesiology practices. 

149. The existence of that apparent company-wide policy indicates that the Individual 

Defendants were aware that new anesthesiology acquisitions were highly unlikely to occur.  At 

the very least, Defendants acted recklessly in that they lacked any reasonable basis for continuing 

to tout the strategy of acquiring new anesthesiology practices. 

150. Separately, Defendants’ specific mention of the trends undermining the economic 

feasibility of anesthesiology practices—namely, the unfavorable payor-mix trends and the 

increased compensation expense for nurse anesthetists—on April 20, 2017 shows that Defendants 

were at that time aware of these negative trends.  By Defendant Medel’s own admission, those 

same trends led Defendants to announce three months later on July 28, 2017 that MEDNAX was 

slowing anesthesiology practice acquisitions to a point that analysts understood that new 

acquisitions in that specialty had ceased altogether.  In the interim between the April 20, 2017 

Case 0:18-cv-61572-WPD   Document 53   Entered on FLSD Docket 03/08/2019   Page 66 of 80



67 

 

announcement of the adverse trends and the July 28, 2017 disclosure, Defendants made numerous 

public statements touting the Company’s purportedly ongoing strategy of acquiring new 

anesthesiology practices.  Such statements include: 

 May 4, 2017: Defendant Medel stating that investors should expect “one or two 

anesthesia acquisitions” despite also announcing that day that the adverse trends 

were expected to continue to negatively affect results; 

 May 23, 2017: Defendant Lynch claiming that MEDNAX anticipated that it would 

see “continued growth . . . in anesthesiology through acquisitions”; 

 June 6, 2017: Defendant Lopez-Blanco stating that “you’ll continue to see us 

deploying some capital in anesthesia”; and 

 June 13, 2017: Defendant Lopez-Blanco touting the number of anesthetists not 

currently employed by MEDNAX to make the point MEDNAX had “a lot of room 

to grow” in anesthesiology. 

151. After the end of the Class Period, Defendant Medel acknowledged on September 

6, 2017, that the adverse trends undermining the Company’s anesthesiology practices were 

occurring “so suddenly at the beginning of the year” and were the catalyst for the decision to 

discontinue acquiring new anesthesiology practices.  By Medel’s own admission, he was aware of 

the trends though he “couldn’t figure out what was going on and why,” prompting his decision to 

end the anesthesiology acquisition strategy. 

152. Given that Defendants had already publicly disclosed the trends undermining the 

economics of new anesthesiology practices, Defendants were at least reckless in thereafter making 

public statements touting MEDNAX’s progress on new anesthesiology practice acquisitions.  By 

ignoring such trends, Defendants gave investors the false impression that MEDNAX’s business 
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model was sound and that anesthesiology acquisitions—which for years had been a major driver 

of MEDNAX’s revenue growth—would continue. 

IX. LOSS CAUSATION 

153. The market price of MEDNAX’s publicly traded common stock was artificially 

inflated by the material misstatements and omissions complained of herein, including the 

misstatements and omissions about the Company’s plans to continue purchasing new 

anesthesiology practices.  At all relevant times, the market for MEDNAX common stock was open, 

well-developed, and efficient.  NILGOSC and the other members of the Class purchased or 

otherwise acquire MEDNAX’s common stock relying upon the integrity of the market price of 

that security and market information related to MEDNAX, and have been damaged thereby.  If not 

for the materially misleading misrepresentations and omissions operating on the market, 

MEDNAX’s prevailing public stock price would have been substantially lower at all relevant 

times. 

154. The artificial inflation in MEDNAX’s stock price was removed when the facts, 

conditions, and risks misstated and omitted by Defendants were revealed to the market. 

155. First, on April 20, 2017, it was disclosed that adverse trends were undermining the 

profitability of anesthesiology practices.  Those disclosures partially corrected, inter alia, 

Defendants’ prior materially misleading statements and omissions concerning MEDNAX’s 

acquisition strategy, and reduced the amount of inflation in the price of MEDNAX’s publicly 

traded stock that had been caused by Defendants’ false statements, causing economic injury to 

NILGOSC and other members of the Class. 

156. In response to the April 20, 2017 partial corrective disclosure, the price of 

MEDNAX stock declined $5.39 per share, or more than 8%, from a close of $66.69 per share on 
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April 19, 2017, to close at $61.30 per share on April 20, 2017.  That drop was accompanied by 

unusually high trading volumes, with more than 6 million shares traded during the day. 

157. Then, on May 4, 2017, the Company disclosed that the adverse trends mentioned 

in the April 20, 2017 partial corrective disclosure would likely continue to negatively affect 

financial results.  The May 4, 2017 disclosure partially corrected, inter alia, Defendants’ prior 

materially misleading statements and omissions concerning MEDNAX’s acquisition strategy, and 

reduced the amount of inflation in the price of MEDNAX’s publicly traded stock that had been 

caused by Defendants’ false statements, causing economic injury to NILGOSC and other members 

of the Class. 

158. In response to the May 4, 2017 partial corrective disclosure, the price of MEDNAX 

stock declined $4.38 per share, or more than 7%, from a close of $60.43 per share on May 3, 2017, 

to close at $56.05 per share on May 4, 2017 on an unusually high volume of more than 3 million 

shares traded. 

159. Finally, on July 28, 2017, MEDNAX announced a substantial slowdown in new 

anesthesiology practice acquisitions due to the same adverse trends discussed on April 20, 2017 

and May 4, 2017.  Based on the Company’s statements that day, analysts understood that the 

slowdown was in fact a total shutdown of anesthesiology acquisitions. As such, the disclosures 

that day corrected the Company’s prior statements falsely promising new acquisitions, and reduced 

the amount of inflation in the price of MEDNAX’s publicly traded stock that had been caused by 

Defendants’ false statements, causing economic injury to NILGOSC and other members of the 

Class. 
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160. In response to the July 28, 2017 disclosure, the price of MEDNAX stock declined 

$8.76 per share, or approximately 15.5%, from a close of $56.49 per share on July 27, 2017, to 

close at $47.73 per share on July 28, 2017 with more than 3.6 million shares traded during the day. 

161. Accordingly, the decline in MEDNAX’s stock price was a direct and proximate 

result of Defendants’ scheme being revealed to investors and to the market.  The timing and 

magnitude of MEDNAX’s stock price decline negates any inference that the economic losses and 

damages suffered by NILGOSC and the other members of the Class were caused by changed 

market conditions, macroeconomic factors, or even Company-specific facts unrelated to the 

Defendants’ fraudulent conduct. 

X. INAPPLICABILITY OF STATUTORY SAFE HARBOR 

162. The statutory safe harbor applicable to forward-looking statements under certain 

circumstances does not apply to any of the false or misleading statements pleaded in this Amended 

Complaint.  The false and misleading statements above: (1) relate to historical or current fact; (2) 

implicate existing conditions; and (3) do not contain projections of future performance or future 

objectives. 

163. To the extent any of these statements might be construed to touch on future intent, 

they are mixed statements of present facts and future intent and not entitled to safe harbor 

protection with respect to the part of the statement that refers to the present. 

164. Moreover, to the extent the statutory safe harbor otherwise would apply to any 

forward-looking statements pleaded herein, Defendants are liable for those false and misleading 

forward-looking statements because at the time each of those statements was made, the speakers 

knew the statement was false or misleading, or the statement was authorized or approved by a 

corporate officer of MEDNAX who knew that the statement was materially false or misleading 

when made.  None of the historic or present tense statements made by Defendants were 
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assumptions underlying or relating to any plan, projection, or statement of future economic 

performance, as they were not stated to be such assumptions underlying or relating to any 

projection or statement of future economic performance when made, nor were any of the 

projections or forecasts made by Defendants expressly related to, or stated to be dependent on, 

those historic or present tense statements when made. 

165. Additionally, none of Defendants’ statements were accompanied by meaningful 

cautionary language that identified important factors that could cause actual results to differ 

materially from any results projected.  To the extent Defendants included any cautionary language, 

that language was not meaningful because any potential risks identified by Defendants had already 

manifested.  Specifically, the Company’s business model of growing revenue by acquiring new 

anesthesiology practices was already unviable because adverse trends had already begun to 

undermine the Company’s ability to continue acquiring those practices. 

XI. PRESUMPTION OF RELIANCE: FRAUD ON THE MARKET 

166. NILGOSC is also entitled to a presumption of reliance on Defendants’ material 

misrepresentations and omissions pursuant to the fraud-on-the-market doctrine because, during the 

Class Period: 

a) MEDNAX stock met the requirements for listing, and was listed and actively 

traded on the NYSE, a highly efficient and automated market; 

 

b) MEDNAX’s common stock traded at high weekly volumes; 

 

c) As a regulated issuer, MEDNAX filed periodic public reports; 

 

d) MEDNAX regularly and publicly communicated with investors via established 

market communication mechanisms, including through regular disseminations of 

press releases on the national circuits of major newswire services and through 

other wide-ranging public disclosures, such as communications with the financial 

press and other similar reporting services; 

 

e) MEDNAX was followed by several securities analysts employed by major 

brokerage firms who wrote reports which were distributed to the sales force and 
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certain customers of their respective brokerage firms.  Each of these reports was 

publicly available and entered the public marketplace; 

 

f) The market reacted promptly to public information disseminated by MEDNAX; 

 

g) The material misrepresentations and omissions alleged herein would tend to 

induce a reasonable investor to misjudge the value of MEDNAX securities; and 

 

h) Without knowledge of the misrepresented or omitted material facts alleged herein, 

NILGOSC and other members of the Class purchased or acquired MEDNAX 

securities between the time Defendants misrepresented or failed to disclose 

material facts and the time the true facts were disclosed. 

 

167. As a result of the foregoing, the market for MEDNAX common stock promptly 

digested current information regarding MEDNAX from all publicly available sources and reflected 

such information in the price of MEDNAX common stock.  Under these circumstances, all 

purchasers of MEDNAX common stock during the Class Period suffered similar injury through 

their purchase of MEDNAX common stock at artificially inflated prices, and the presumption of 

reliance applies. 

168. In the alternative, NILGOSC is entitled to a presumption of reliance under Affiliated 

Ute Citizens of Utah v. United States, 406 U.S. 128 (1972), because the claims asserted herein 

against Defendants are predicated upon omissions of material fact that there was a duty to disclose. 

XII. CAUSES OF ACTION 

COUNT I 

For Violations of Section 10(b) of the Exchange Act and  

Rule 10b-5 Promulgated Thereunder Against All Defendants 

 

169. NILGOSC repeats, incorporates and realleges each and every allegation contained 

above as if fully set forth herein. 

170. During the Class Period, Defendants carried out a plan, scheme, and course of 

conduct which was intended to and, throughout the Class Period, did: (i) deceive the investing 

public, including NILGOSC and other Class members regarding the Company’s ability to continue 
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growing revenues through new acquisitions of anesthesiology practices; (ii) artificially inflate the 

price of MEDNAX securities; and (iii) cause NILGOSC and other members of the Class to 

purchase MEDNAX common stock at artificially inflated prices.  In furtherance of this unlawful 

scheme, plan, and course of conduct, Defendants jointly and individually (and each of them) took 

the actions set forth herein. 

171. Defendants: (i) employed devices, schemes, and artifices to defraud; (ii) made 

untrue statements of material fact and/or omitted to state material facts necessary to make the 

statements not misleading; and (iii) engaged in acts, practices, and a course of business which 

operated as a fraud and deceit upon the purchasers of the Company’s securities in an effort to 

maintain artificially high market prices for MEDNAX common stock in violation of Section 10(b) 

of the Exchange Act and Rule 10b-5 promulgated thereunder.  The Defendants named in this count 

are sued as primary participants in the wrongful and illegal conduct charged herein.  The Individual 

Defendants are also sued as controlling persons as alleged below. 

172. Defendants, individually and in concert, directly and indirectly, employed devices, 

schemes, and artifices to defraud, while in possession of material adverse non-public information 

and engaged in acts, practices, and a course of conduct as alleged herein in an effort to assure 

investors of MEDNAX’s value and performance and continued substantial growth, which included 

the making of, and the participation in the making of, untrue statements of material facts and 

omitting to state material facts necessary in order to make the statements made about MEDNAX 

and its business operations and future prospects in light of the circumstances in which they were 

made, not misleading, as set forth more particularly herein, and engaged in transactions, practices 

and a course of business that operated as a fraud and deceit upon the purchasers of MEDNAX 

securities during the Class Period. 
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173. During the Class Period, Defendants are liable for the following materially false 

and misleading statements and omissions made during the Class Period as alleged above: 

(a) Defendant MEDNAX:  Defendant MEDNAX is liable for the false and misleading 

statements and omissions made by any Defendant, which are set forth above. 

(b) Defendant Medel is liable for the false and misleading statements and omissions 

alleged above, including those made in the Company’s Forms 10-Q that the Company filed with 

the SEC on April 28, 2016, July 28, 2016, October 27, 2016, and May 4, 2017; the Forms 10-K 

filed with the SEC on February 11, 2016 and February 10, 2017; the SOX Certifications attached 

as exhibits to the Forms 10-Q and 10-K filed with the SEC on February 11, 2016, April 28, 2016, 

July 28, 2016, October 27, 2016, February 10, 2017, and May 4, 2017; the Forms 8-K filed with 

the SEC on February 4, 2016, April 28, 2016, July 28, 2016, October 27, 2016, and February 7, 

2017; and during conference calls and other presentations with securities analysts conducted on 

February 4, 2016, April 28, 2016, June 14, 2016, July 28, 2016, October 27, 2016, February 7, 

2017, and May 4, 2017. 

(c) Defendant Lopez-Blanco is liable for the false and misleading statements and 

omissions alleged above, including those made in the Company’s Forms 10-Q that the Company 

filed with the SEC on April 28, 2016, July 28, 2016, October 27, 2016, and May 4, 2017; the 

Forms 10-K filed with the SEC on February 11, 2016 and February 10, 2017; the SOX 

Certifications attached as exhibits to the Forms 10-Q and 10-K filed with the SEC on February 11, 

2016, April 28, 2016, July 28, 2016, October 27, 2016, February 10, 2017, and May 4, 2017; the 

Forms 8-K filed with the SEC on February 4, 2016, April 28, 2016, July 28, 2016, October 27, 

2016, February 7, 2017, and April 20, 2017; and during conference calls and other presentations 
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with securities analysts conducted on April 28, 2016, June 7, 2016, June 6, 2017, and June 13, 

2017. 

(d) Defendant Lynch is liable for the false and misleading statements alleged above, 

including those made during analyst presentations conducted on September 7, 2016, November 

15, 2016, and May 23, 2017. 

174. Defendants, Medel, Lopez-Blanco, and Lynch, as senior officers of MEDNAX, are 

liable as direct participants in the wrongs complained of herein.  Through their high-ranking 

positions of control and authority as senior executive officers of the Company, each of these 

Defendants was able to control, and did directly control, the content of the public statements 

disseminated by MEDNAX.  Defendants Medel, Lopez-Blanco, and Lynch had direct involvement 

in the daily business of the Company and participated in the preparation and dissemination of 

MEDNAX’s materially false and misleading statements set forth above. 

175. The allegations in this Amended Complaint establish a strong inference that 

Defendants MEDNAX, Medel, Lopez-Blanco, and Lynch acted with scienter throughout the Class 

Period in that they had actual knowledge of the misrepresentations and omissions of material facts 

set forth herein, or acted with reckless disregard for the truth in that they failed to ascertain and 

disclose such facts.  As demonstrated by Defendants’ material misstatements and omissions 

throughout the Class Period, if Defendants did not have actual knowledge of the 

misrepresentations and omissions alleged herein, they were reckless in failing to obtain such 

knowledge by recklessly refraining from taking those steps necessary to discover whether their 

statements were false or misleading, even though such facts were available to them.  Specifically, 

Defendants knew or recklessly disregarded that the Company could not sustain its strategy of 

growing revenues by purchasing new anesthesiology practices. 
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176. NILGOSC and the other members of the Class have suffered damages in that, in 

direct reliance on the integrity of the market in which the securities trade and/or the material false 

and misleading statements and omissions made by Defendants, they paid artificially inflated prices 

for MEDNAX common stock, which inflation was removed from the stock when the true facts 

became known.  NILGOSC and the other members of the Class would not have purchased 

MEDNAX common stock at the prices they paid, or at all, if they had been aware that the market 

price had been artificially and falsely inflated by Defendants’ misleading statements. 

177. As a direct and proximate result of Defendants’ wrongful conduct, NILGOSC and 

the other members of the Class suffered damages in connection with their respective purchases of 

the Company’s common stock during the Class Period. 

178. By virtue of the foregoing, Defendants violated Section 10(b) of the Exchange Act 

and Rule 10b-5 promulgated thereunder. 

COUNT II 

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

 

179. NILGOSC repeats, incorporates, and realleges each and every allegation set forth 

above as if fully set forth herein. 

180. By reason of their high-level positions of control and authority as the Company’s 

most senior officers, the Individual Defendants had the power and authority to influence and 

control, and did influence and control, the decision-making and activities of the Company and its 

employees, and to cause MEDNAX to engage in the wrongful conduct complained of herein.  The 

Individual Defendants were able to and did influence and control, directly and indirectly, the 

content and dissemination of the public statements made by MEDNAX during the Class Period, 

thereby causing the dissemination of the false and misleading statements and omissions of material 
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facts as alleged herein.  The Individual Defendants were provided with or had unlimited access to 

copies of the Company’s press releases, public filings, and other statements alleged by NILGOSC 

to be misleading prior to and/or shortly after these statements were issued and had the ability to 

prevent the issuance of the statements or cause the statements to be corrected. 

181. In their capacities as MEDNAX’s most senior corporate officers, and as more fully 

described above, the Individual Defendants had direct and supervisory involvement in the day-to-

day operations of the Company and, therefore, are presumed to have had the power to control or 

influence the particular transactions giving rise to the securities law violations as alleged herein.  

Defendants Medel and Lopez-Blanco signed MEDNAX’s SEC filings and SOX Certifications, 

and were directly involved in providing false information and certifying and/or approving the false 

statements disseminated by MEDNAX during the Class Period. 

182. Each of the Individual Defendants culpably participated in some meaningful sense 

in the fraud alleged herein.  Defendants Medel, Lopez-Blanco, and Lynch each acted with scienter, 

as set forth more fully above. 

183. By virtue of their positions as controlling persons of MEDNAX and as a result of 

their own aforementioned conduct, Defendants Medel, Lopez-Blanco, and Lynch, together and 

individually, are liable pursuant to Section 20(a) of the Exchange Act, jointly and severally with, 

and to the same extent as the Company is liable under Section 10(b) of the Exchange Act and Rule 

10b-5 promulgated thereunder. 

XIII. PRAYER FOR RELIEF 

WHEREFORE, NILGOSC prays for judgment as follows: 

A. Declaring that this action is a proper class action and certifying NILGOSC as class 

representative under Rule 23 of the Federal Rules of Civil Procedure; 
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B. Awarding compensatory damages in favor of NILGOSC and other Class members against 

all Defendants, jointly and severally, for all damages sustained as a result of Defendants’ 

wrongdoing, in an amount to be proven at trial, including interest thereon; 

C. Awarding NILGOSC and the other members of the Class their reasonable costs and 

expenses incurred in this action, including attorneys’ fees and expert fees; and 

D. Awarding such equitable/injunctive or other further relief as the Court may deem just and 

proper. 

XIV. JURY DEMAND  

Lead Plaintiff demands a trial by jury. 

DATED:  March 8, 2019 Respectfully submitted, 

/s/Cullin O’Brien   

Cullin O’Brien (Fla. Bar No. 0597341) 

CULLIN O’BRIEN LAW, P.A. 

6541 NE 21st Way 

Ft. Lauderdale, FL 33308 

Telephone: (561) 676-6370 

Facsimile: (561) 320-0285 

E-mail:  cullin@cullinobrienlaw.com 

 

      Liaison Counsel for the Class 

 

SPECTOR ROSEMAN & KODROFF, P.C. 

Robert M. Roseman 

Eugene A. Spector 

Jeffrey L. Kodroff 

Andrew N. Dodemaide 

2001 Market Street, Suite 3420 

Philadelphia, PA 19103 

Telephone: (215) 496-0300 

Facsimile:  (215) 496-6611 

E-mail: rroseman@srkattorneys.com 

 espector@srkattorneys.com 

 jkodroff@srkattorneys.com 

 adodemaide@srkattorneys.com 
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Counsel for Lead Plaintiff Northern Ireland Local 

Government Officers’ Superannuation Committee 

and Lead Counsel for the Class 
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Undersigned counsel certifies that he filed the foregoing with the ECF system and 

served same on counsel for all parties on March 8, 2019.  

/s/ Cullin O’Brien______ 
       CULLIN O’BRIEN 
       Florida Bar No. 0597341 
       cullin@cullinobrienlaw.com 
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