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DISCLAIMER
This content has been prepared by Hedgeye Risk Management, LLC (“Hedgeye”) and is presented for informational purposes only. 
Hedgeye is not a broker dealer and does not provide investment advice to individuals. None of the information contained herein 
constitutes an offer to sell, or a solicitation of an offer to buy any security or investment vehicle, nor does it constitute an  
investment recommendation or legal, tax, accounting, or investment advice by Hedgeye or any of its employees, officers, agents, or 
guests.  This information is presented without regard for individual investment preferences or risk parameters and is general, non- 
tailored, non-specific information. This content is based on information from sources believed to be reliable. Hedgeye is not 
responsible for errors, inaccuracies, or omissions of information. The opinions and conclusions contained in this report are 
those of the individual expressing those opinions or conclusions and are intended solely for the use of Hedgeye’s subscribers and 
the authorized recipients of the content. The opinions of HedgeyeTV guests are not the opinions of Hedgeye. Hedgeye is not 
responsible for the opinions of their guests or the content or information they may provide.

Hedgeye distributes content on behalf of Tier 1 Alpha, LLC, a third-party content provider with shared ownership.

All investments entail a certain degree of risk and financial instrument prices can fluctuate based on several factors, 
including those not considered in the preparation of the content. Consult your financial professional before investing.

TERMS OF USE

The information contained herein is protected by United States and foreign copyright laws and is intended solely for the use of 
its authorized recipient; there is a fee associated with access to this report. Access must be provided directly by
Hedgeye. Redistribution or republication of the content is strictly prohibited. By joining this call or possessing these 
materials, you agree to these terms and Hedgeye Terms of Service. For more detail, please refer to the Terms of Service
at https://www.hedgeye.com/terms_of_service
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Legal

https://www.hedgeye.com/terms_of_service
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Our original work and questions on this issue from 9.9.23 can be found HERE for reference.

NEW SUBTITLE? THERE, WE FIXED IT…

https://model1.hedgeye.com/click/32667004.160/aHR0cHM6Ly9hcHAuaGVkZ2V5ZS5jb20vZmVlZF9pdGVtcy8xMzkwODg/603cc947021f044dfd9b5d35C4fb49e7f
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1 NEW UNPAID 2022 RENT + INTEREST FIGURES?
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This “Agreement” was obtained via a California Public Records Act (“CPRA”) request with the California Department of Managed Health Care 
(“DMHC”) and is publicly-available. It is among Prospect, PHP Holdings (“PHPH”) and MPW via MPT Picasso Investors TRS, LLC (“Picasso’).

RENT | HEDGEYE OBTAINED THE FULLY-EXECUTED 
PROSPECT RESTRUCTURING AGREEMENT FROM 5.23.23 

Hedgeye continues to review this document, but for now we wanted to share some new information given 
its importance. We will continue to update investors as we find additional important/interesting data.

https://www.dmhc.ca.gov/
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MPW stated on page 83 of the 2022 10-K that until 4Q22, “…Prospect was current on its rent and interest obligations under the 
various agreements.” The 2022 10-K filing can be found HERE.

RENT | MPW DISCLOSED ONE QUARTER OR LESS OF 2022 
UNPAID RENT + INTEREST

https://medicalpropertiestrust.gcs-web.com/static-files/41ab5421-3c7a-4bd2-a35a-80f4c8591138
https://medicalpropertiestrust.gcs-web.com/static-files/41ab5421-3c7a-4bd2-a35a-80f4c8591138
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RENT | HEDGEYE ESTIMATED PROSPECT’S 2022 QUARTERLY 
CASH RENT + INTEREST AT ~$33-34 MILLION

($ Amounts in 000s)
Estimated 4Q22 Prospect Cash Rent + Interest

Gross Lease / Int. Est. Annual

MPW's Investments in Prospect (1) Investment Rate (2) Rent / Int.

Description:

CT Hospital Real Estate (3) 457,000        8.12% 37,087           

PA Hospital Real Estate (4) 421,000         8.12% 34,166            

CA Hospital Real Estate (5) 513,000         8.12% 41,632            

Prospect Term Loan (6) 112,900          8.12% 9,162               

Foothills Regional, CA Mortgage (5) 151,000          8.12% 12,254            

Est. Annual Cash Rent + Interest 1,654,900   134,302      

( / ) Annualization Factor 4                      
Est. 4Q22 Cash Rent + Interest 33,575        

Notes:
( 1 ) Excludes ~$50 million convertible loan + ~$75 million credit facility, which were originated /
        funded in 2023.
( 2 ) Estimated using available information. Assumes disclosed ~8.44% lease rate from MPW's 5.23.23
       press release was escalated +4%. Lease escalations capped at lesser of +4% or CPI inflation.
( 3 ) Lease base / gross investment disclosed by MPW in 10.6.22 press release. 
( 4 ) MPW disclosed carrying value of ~$250 million, following ~$171 million impairment taken in 4Q22.
( 5 ) Lease base / gross investment disclosed by MPW in 5.23.23 press release. 
( 6 ) Investment amounts disclosed in MPW's 2Q23 10-Q filing.

➢ We estimated Prospect’s quarterly 
contractual cash rent + interest owed 
to MPW at ~$33-34 million as of 4Q22.

➢ This was calculated using available 
information, including (1) MPW’s 
disclosed gross real estate + loan 
investments in Prospect, and (2) the 
stated contractual lease rate/yield of 
8.44% for the CA hospitals HERE. 

➢ Key Point: If Prospect was indeed 
current until 4Q22, as MPW disclosed 
in its 2022 10-K, then 
accrued/recorded but unpaid 2022 
cash rent + interest should be less 
than or equal to this amount, absent 
any additional information. 

➢ 10.6.22 press release can be found 
HERE.

➢ PA hospital impairment information 
can be found HERE.

➢ 2Q23 10-Q filing link HERE.

➢ 2022 10-K filing link HERE.

7Data Source: Company Reports, Hedgeye Estimates

https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-announces-prospect-recapitalization
https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-announces-agreement-sell-connecticut
https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-inc-reports-fourth-quarter-and-full-1
https://medicalpropertiestrust.gcs-web.com/static-files/209bbc2e-7369-41c7-85f9-9b68939d369b
https://medicalpropertiestrust.gcs-web.com/static-files/41ab5421-3c7a-4bd2-a35a-80f4c8591138
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Below is MPW’s disclosure on the Prospect restructuring transaction from the 2Q23 10-Q filed HERE with the SEC on 8.9.23. 
The below orange highlighted curiously-worded text prompted Hedgeye to explore this issue further.

RENT | WHY WAS 2022 AMOUNT NOT QUANTIFIED?

8

MPW 
quantified the 

unrecorded 
contractual 
2023 rent + 

interest from 
Prospect, while 

on cash 
accounting…

…but curiously 
did not quantify 
already accrued / 

recorded 
contractual rent 
+ interest from 
2022, right next 

to it. Why?

https://medicalpropertiestrust.gcs-web.com/static-files/209bbc2e-7369-41c7-85f9-9b68939d369b
https://www.sec.gov/ix?doc=/Archives/edgar/data/1287865/000095017023040734/mpw-20230630.htm
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details/medical-properties-trust-announces-prospect-recapitalization, Hedgeye 

Below is the MPW-stated obligations/claims information from the 5.23.23 “Prospect Recapitalization” press release HERE. This 
information helped to support Hedgeye’s initial work. 

RENT | ADDITIONAL CLAIMS INFO FROM RESTRUCTURING 
PRESS RELEASE 

https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-announces-prospect-recapitalization
https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-announces-prospect-recapitalization
https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-announces-prospect-recapitalization
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We believe something(s) materially negative happened over 2Q-3Q22. MPW’s cash A/R accruals began increasing dramatically and >3x’d 
vs. “normal” levels through to 4Q22. It continued to rise further with 1Q-3Q23 results, indicating separate issues outside Prospect. 

RENT | HEDGEYE SUSPECTED THAT PROSPECT STOPPED 
PAYING EARLIER THAN 4Q22
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RENT | HEDGEYE ISOLATED FOR UNATTRIBUTED AMOUNTS 
IN 10-Q DISCLOSURE

11Data Source: Company Reports, Hedgeye Estimates

➢ MPW disclosed updated Prospect 
restructuring language in the 2Q23 
10-Q filing on 8.9.23. 

➢ Total consideration increased by ~$81 
million to ~$654 million vs. amount 
implied by 5.23.23 release.

➢ Controversial ~$68 million equity 
interest was recorded in 2Q23, and 
directly attributed to 2023 previously 
unrecorded contractual rent + interest. 

➢ No dollar amount attributed to the 
recorded 2022 rent + interest. Why did 
MPW explicitly disclose 2023 amount, 
but not 2022 amount?

➢ Approximately ~$69 million of this 
new consideration not directly 
attributed to a specific claim. ~$69 
million was obviously larger than 1 
quarter of rent + interest.

➢ This was done based on the totality of 
publicly-available info at the time…

($ Amounts in 000s)

Prospect Restructuring as Described in 2Q23 10-Q (1)

8.9.23
MPW Claims Amounts Notes

Description:

Convertible Loan in PHP - CT Recovery (1) 103,000               MPW claimed ~$355 million cash + equity interest to recover 
100% of gross investment at ~$457 million. At the time MPW
guided Yale transaction to close during 3Q23.

Convertible Loan in PHP - PA Recovery (1) 100,000               ~$150 million 1L mortgage + PHP equity interest to recover MPW's
book value of ~$250 million. MPW had already recorded a ~$170
million impairment in 4Q22, implying gross investment of ~$420
million.

Convertible Loan in PHP - MPW Convertible Loan (1) 50,000                 ~$50 million convertible loan originated and funded by MPW in
1Q23.

Convertible Loan in PHP - Foothills Mortgage 151,000                ~$151 million mortgage loan on Foothills Regional in CA. MPW
upsized the mortgage by ~$100 million during May 2022. Loan
principal cancelled.

Convertible Loan in PHP - Term Loan 112,900                 $112.9 million TL secured by RI hospitals. Loan principal 
cancelled.

Equity in PHP in Lieu of Cash - Unrecorded  2023 Rent + Interest (2) 68,000                 MPW explicitly attributed this amount to 2023 previously 
unrecorded rent + interest. This amount was not previously 
accrued. Hedgeye believes this amount corresponds to the 
~$68 million (~$0.11/share) recognized (perhaps inappropriately?) 
in 2Q23 results. Consists of ~$55.3 million of rent revenue recorded
in "Income from Financing Leases" and ~$13.5 million of interest
income recorded in "Interest and Other Income." Prospect was 
moved to cash accounting for 2023. This item was non-cash, and
the transfer of equity did not/should not have happened.

Unattributed Amount (3) 69,100                  Did this amount represent 2022 recorded/accrued but unpaid
rent + interest and "other obligations?" If so, what were those
"other obligations."

Total Implied Consideration from PHP 654,000           

Notes:
( 1 ) Certain discreet amounts taken from 5.23.23 recapitalization press release.
( 2 ) This is the ~$68 million amount recorded/accrued in 2Q23 and highlighted by the WSJ article on 8.18.23.
( 3 ) This amount represents the delta between the ~$68 million equity + ~$586 million convertible loan, and
        the total PHP equity consideration implied by the 5.23.23 recapitalization press release. MPW did not
        attribute this amount to a discreet claim in the 2Q23 10-Q.

https://medicalpropertiestrust.gcs-web.com/static-files/209bbc2e-7369-41c7-85f9-9b68939d369b


© Hedgeye Risk Management LLC. 12Data Source: https://www.dmhc.ca.gov/, Hedgeye Estimates

This Exhibit A can be found on page Exhibit A-1 of the Agreement. These are MPW’s actual and stated outstanding obligations 
totaling ~$721.6 million. What is the ~$182.6 million of “Deferred Amounts?” That figure is ENORMOUS.

RENT | THIS IS NEWLY-DISCLOSED DATA ON PROSPECT’S 
OBLIGATIONS TO MPW AS OF 5.23.23

https://www.dmhc.ca.gov/
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RENT | DEFINITION OF “DEFERRED AMOUNTS” PER THE 
AGREEMENT

Data Source: https://www.dmhc.ca.gov/, Hedgeye Estimates 13

Exhibit A of the Agreement – Prospect’s 
Outstanding Obligations 

Section 3.4 on page 8 of the Agreement – the ~$194 
million ties to the sum of the highlighted figures

https://www.dmhc.ca.gov/
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RENT | “TYING OUT” THE OBLIGATIONS

14Data Source: https://www.dmhc.ca.gov/, Company Reports, Hedgeye Estimates

Very big holes to fill in what was disclosed by MPW, versus what is contained in the Agreement. What does the MASSIVE ~$182.6 million 
represent or tie to? What was the method used for determining the marketability discount to reach ~$654 million?

($ Amounts in 000s)

Prospect Restructuring as Described in 2Q23 10-Q (1)

8.9.23
MPW Claims Amounts Notes

Description:

Convertible Loan in PHP - CT Recovery (1) 103,000               MPW claimed ~$355 million cash + equity interest to recover 
100% of gross investment at ~$457 million. At the time MPW
guided Yale transaction to close during 3Q23.

Convertible Loan in PHP - PA Recovery (1) 100,000               ~$150 million 1L mortgage + PHP equity interest to recover MPW's
book value of ~$250 million. MPW had already recorded a ~$170
million impairment in 4Q22, implying gross investment of ~$420
million.

Convertible Loan in PHP - MPW Convertible Loan (1) 50,000                 ~$50 million convertible loan originated and funded by MPW in
1Q23.

Convertible Loan in PHP - Foothills Mortgage 151,000                ~$151 million mortgage loan on Foothills Regional in CA. MPW
upsized the mortgage by ~$100 million during May 2022. Loan
principal cancelled.

Convertible Loan in PHP - Term Loan 112,900                 $112.9 million TL secured by RI hospitals. Loan principal 
cancelled.

Equity in PHP in Lieu of Cash - Unrecorded  2023 Rent + Interest (2) 68,000                 MPW explicitly attributed this amount to 2023 previously 
unrecorded rent + interest. This amount was not previously 
accrued. Hedgeye believes this amount corresponds to the 
~$68 million (~$0.11/share) recognized (perhaps inappropriately?) 
in 2Q23 results. Consists of ~$55.3 million of rent revenue recorded
in "Income from Financing Leases" and ~$13.5 million of interest
income recorded in "Interest and Other Income." Prospect was 
moved to cash accounting for 2023. This item was non-cash, and
the transfer of equity did not/should not have happened.

Unattributed Amount (3) 69,100                  Did this amount represent 2022 recorded/accrued but unpaid
rent + interest and "other obligations?" If so, what were those
"other obligations."

Total Implied Consideration from PHP 654,000           

Notes:
( 1 ) Certain discreet amounts taken from 5.23.23 recapitalization press release.
( 2 ) This is the ~$68 million amount recorded/accrued in 2Q23 and highlighted by the WSJ article on 8.18.23.
( 3 ) This amount represents the delta between the ~$68 million equity + ~$586 million convertible loan, and
        the total PHP equity consideration implied by the 5.23.23 recapitalization press release. MPW did not
        attribute this amount to a discreet claim in the 2Q23 10-Q.

https://www.dmhc.ca.gov/
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➢ What is the ~$182.6 million of “Deferred Amounts?” Is that all of the contractually-owed but unpaid rent from Prospect? 
Does it also include any unpaid interest?

➢ If so, please explain how that is consistent with MPW’s 2022 10-K and 2Q23 10-Q disclosure? Specifically, how is it 
consistent with the statement that “Prospect was current” on its rent and interest obligations “until the 2022 fourth 
quarter?”
➢ ~$182.6 million is obviously significantly more than ~$33-34 million.
➢ Hedgeye estimates that ~$182.6 million represents more than ~1.5 YEARS of unpaid cash rent, when excluding unpaid interest on the 

Foothill mortgage + TL. ~1.5 years is obviously greater than one quarter.

➢ What was the exact date that Prospect stopped wiring rent + interest to MPW?

➢ Did Prospect pay ANY rent in 2022? A reasonable question given the size of these amounts…

➢ How does this factual information, taken directly from the executed Agreement, correspond to MPW’s press release HERE on 
the same day (5.23.23)?

➢ Is the ~$182.6 million part of the “other obligations” from the 2Q23 10-Q disclosure? If so, why was this not explicitly 
disclosed, given that it is larger than any other discreet claim?

➢ What was the methodology for determining the “marketability discount” for the purposes of the 10-Q disclosure?

➢ Why was this information not disclosed to investors, given that Prospect represented >10% of MPW’s total revenues as of 
3Q22? 

➢ Hedgeye continues to believe that, unless MPW management clearly and transparently addresses these questions, the 
company remains “un-investible,” especially for fiduciaries. In our view, these issues raise additional questions around 
management’s transparency and the way it conducts business.

15Data Source: Company Reports, Hedgeye

There is a massive “hole” to fill here. ~$182.6 million is an astronomically high amount of deferred/unpaid rent, relative to 
MPW’s investment in Prospect and Prospect’s annual rent + interest obligations.

RENT | HEDGEYE’S INITIAL QUESTIONS FOR MPW 
MANAGEMENT

https://www.medicalpropertiestrust.com/press-release?page=https://medicalpropertiestrust.gcs-web.com/news-releases/news-release-details/medical-properties-trust-announces-prospect-recapitalization
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2 OTHER OBSERVATIONS / QUESTIONS
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OTHER | ADDITIONAL OBSERVATIONS FROM OUR FIRST READ

17Data Source: https://www.dmhc.ca.gov/, Hedgeye

➢ Recall that MPW changed the AFFO definition throughout 2022. Prospect’s rent was booked as “Interest Income” 
under a Financing Lease, not as “Rental Revenue.”

➢ The “Original Restructuring Agreement” was dated as of 7.26.22. This was the same date that MPW curiously 
amended the Foothill mortgage (we wrote about this HERE this past weekend) + extended the TL maturity + 
mentioned the “Managed Care Transaction” for the first time HERE.
➢ Based on this newly-available information, clearly these transactions were being discussed earlier than we thought (and 

disclosed by MPW?).

➢ As per the final page of the Agreement, there is disclosure around a CT AG investigation that we were not previously 
aware of:

https://www.dmhc.ca.gov/
https://model1.hedgeye.com/click/29752754.204/aHR0cHM6Ly9hcHAuaGVkZ2V5ZS5jb20vZmVlZF9pdGVtcy8xMjUzMTY/603cc947021f044dfd9b5d35C5e2da74e
https://model1.hedgeye.com/click/33180752.120/aHR0cHM6Ly9hcHAuaGVkZ2V5ZS5jb20vZmVlZF9pdGVtcy8xNDE2NTk/603cc947021f044dfd9b5d35C32bd459b
https://app.hedgeye.com/mu/final-riag-chamber-ivy-report-for-qe-09-30-2022-redacted?encoded_data=fL74,Qeptc6DEjsOwBljDsu3xqNn9JWc=,
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For more information, contact us at:

19

sales@hedgeye.com
(203) 562-6500
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