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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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PGX | HISTORY & BACKGROUND OF PGX HOLDINGS, INC. 
(“PGX”)

3Data Source: Company Reports, U.S. Bankruptcy Court for the District of Delaware, Hedgeye Estimates

➢ PGX Holdings, Inc. (“PGX”) operates in the “credit repair” industry via the “creditrepair.com” and “credit.com” brands 
and the Lexington Law Firm. PGX was a portfolio company of private equity firm H.I.G. Capital (“HIG”).

➢ On 5.2.19, the Consumer Financial Protection Bureau (“CFPB”) filed a complaint against PGX in the U.S. District Court 
for the District of Utah, alleging various unlawful and deceptive business practices by PGX and misleading statements 
made by third-parties that refer customers to PGX. PGX denied the allegations and for years vigorously defended the 
lawsuit. 

➢ On 7.21.21, despite the above complaint, PSEC participated in PGX’s refinancing via 1L and 2L senior secured floating 
rate term loans. 

➢ On 3.10.23 the District Court granted partial summary judgment, and in response PGX shut down approximately ~80% 
of its business operations. CFPB demanded nearly ~$3 billion in restitution or refunds and other monetary relief and 
requested certain injunctive relief.

➢ This put severe stress on PGX’s business. PGX began negotiating with secured lenders regarding a potential restructuring 
transaction, including in Fall 2022. In December 2022, HIG effectively gave up on its investment and transferred 
ownership to PSEC.

➢ On 6.4.23, PGX voluntarily filed for Chapter 11 bankruptcy protection. 

➢ Similar to National Property REIT (“NPRC”), we view PGX as representative of PSEC’s willingness to aggressively 
mark its investments at “fair values” well-above reasonable levels. It may further call into questions all of PSEC’s 
marks, and supports the need for a broader investigation of the portfolio. 
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Prior to 2Q23 PGX was transferred to “non-control” investments with a FV of $287.8 million, then marked up to ~$303.4 million (~7.7% of 
NAV) as of the end of 12.31.22, via (1) PIK interest accruals and (2) likely upward revaluation of the “TopCo” Class B units.

PGX | PGX WAS PSEC’S 4TH LARGEST POSITION AS OF 2Q23

https://d18rn0p25nwr6d.cloudfront.net/CIK-0001287032/d5c90c51-3958-4640-9864-7a7d99932062.pdf
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Including the quarter-end value ascribed to the Class B TopCo units, which were transferred from HIG to PSEC 
on 12.28.22, PSEC effectively carried PGX at ~124% of its cost basis despite PGX being a distressed situation.

PGX | PSEC RECORDED PGX AT ~124% OF COST AS OF 2Q23

($ in 000s)
PGX Position at 12.31.22

Date Cost / PSEC Implied
Investment Issued Coupon / Yield Principal Fair Value Mark

1L Term Loan 7/21/2021 12.59% (3-Mo. SOFR + 775bps); 1.50% 
SOFR Floor 70,639           70,639           100.00           

2L DD Term Loan - $30M Commitment 12/28/2022 12.00% PIK -                       -                       -                 
2L Term Loan 7/21/2021 12.00% PIK 174,688         174,688         100.00           
Class B Non-Voting Units of PGX TopCo 12/28/2022 -                       58,246           -                 
Total / Wtd. Avg. 245,327      303,573      123.74         

https://d18rn0p25nwr6d.cloudfront.net/CIK-0001287032/d5c90c51-3958-4640-9864-7a7d99932062.pdf
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PGX | WAS THIS 12.31.22 MARK JUSITIFIED?

6Data Source: U.S. Bankruptcy Court for the District of Delaware, Hedgeye

The 2Q23 mark was recorded despite: (1) significantly worsening operating performance, (2) the CFPB complaint “overhang,” (3) 
“imminent liquidity need and likelihood of defaults” in Fall 2022, and (4) transfer of ownership to PSEC before the end of the quarter.  
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PGX | ADVERSE COURT RULING IN MARCH 2023

7Data Source: https://files.consumerfinance.gov/f/documents/cfpb_pgx-holdings-order-granting-plaintiff-motion-partial-sj_2023-03.pdf, Hedgeye

On 3.10.23, a material portion of PGX’s business was effectively deemed illegal via an adverse ruling for partial summary 
judgment in the CFPB complaint. PGX responded by shutting down ~80% of its business, increasing financial distress.

https://files.consumerfinance.gov/f/documents/cfpb_pgx-holdings-order-granting-plaintiff-motion-partial-sj_2023-03.pdf
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PGX | PGX DEFAULTED ON THE PSEC PREPETITION 1L & 2L 
TERM LOAN FACILITIES ON 3.31.23…

8Data Source: U.S. Bankruptcy Court for the District of Delaware, Hedgeye
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PSEC filed its 10-Q for the quarter ending 3.31.23 on 5.9.23. PSEC wrote down the Class-B TopCo units to zero, marked down the 
2L Term Loan, but continued carrying the 2L Term Loan at ~$114 million or ~65 cents on the dollar despite the PGX default. 

PGX | … BUT PSEC CONTINUED CARRYING ITS PGX 
INVESTMENTS AT ~75% OF PAR 

($ in 000s)
PGX Position at 3.31.23

Date Cost / PSEC Implied
Investment Issued Coupon / Yield Principal Fair Value Mark

1L Term Loan 7/21/2021 12.91% (3-Mo. SOFR + 775bps); 1.50% 
SOFR Floor 70,639           70,639           100.00           

2L DD Term Loan - $30M Commitment 12/28/2022 12.00% PIK -                       -                       -                 
2L Term Loan 7/21/2021 12.00% PIK 174,688         114,017            65.27              
Class B Non-Voting Units of PGX TopCo 12/28/2022 -                       -                       -                 
Total / Wtd. Avg. 245,327      184,656      75.27           

https://d18rn0p25nwr6d.cloudfront.net/CIK-0001287032/bf8c1596-1daf-4c0a-85f5-e3e20ca842e9.pdf
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PGX | PGX FILED CHAPTER 11 ON 6.4.23 

10Data Source: U.S. Bankruptcy Court for the District of Delaware, Company Reports, Hedgeye

The Chapter 11 plan for PGX filed on 8.24.23 contemplated no recovery to the prepetition 2L claims, and possible >10% 
impairment to the prepetition 1L claims.  
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Despite possible impairment to the 1L Term Loan implied by the plan filed prior to PSEC’s 10-K filing on 9.8.23, PSEC continued 
carrying the 1L Term Loan at par. PSEC wrote the 2L Term Loan down to zero. 

PGX | PSEC CARRIED 1L TERM LOAN AT PAR AS OF 6.30.23 

($ in 000s)
PGX Position at 6.30.23

Date Cost / PSEC Implied
Investment Issued Coupon / Yield Principal Fair Value Mark

1L Term Loan 7/21/2021 12.85% (3-Mo. SOFR + 775bps); 1.50% 
SOFR Floor 70,639           70,639           100.00           

DIP Term Loan 12/28/2022 13.99% (3-Mo. SOFR + 850bps); 1.50% 
SOFR Floor 4,376              4,376              100.00           

2L DD Term Loan - $30M Commitment 12/28/2022 12.00% PIK -                       -                       -                 
2L Term Loan 7/21/2021 12.00% PIK 179,986          -                       -                 
Class B Non-Voting Units of PGX TopCo 12/28/2022 -                       -                       -                 
Total / Wtd. Avg. 255,001      75,015         29.42          

https://d18rn0p25nwr6d.cloudfront.net/CIK-0001287032/8cbc8df5-612e-415b-8968-23ac022b250a.pdf
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PGX | HEDGEYE’S SUMMARY OF PSEC’S MARKS FOR PGX

12Data Source: Company Reports, Hedgeye Estimates

➢ 12.31.22 → PSEC carried PGX well-above par, despite deepening financial distress + “imminent liquidity need and 
likelihood of defaults” in Fall 2022.

➢ 3.31.23 → PGX defaulted on the 1L + 2L Term Loans on 3.31.23, but PSEC marked the 1L at par and the 2L at ~65 cents. 
Taken together, PSEC recorded its combined PGX investment at ~75 cents as of 3.31.23 and filed on 5.9.23, despite 
the PGX default. 

➢ 6.30.23 → PSEC recorded the 1L Term Loan at par in its 10-K filed on 9.8.23, despite a plan filed with the BK court on 
8.24.23 contemplating >10% impairment to the prepetition 1L claims.

➢ As the controlling shareholder, PSEC would have been intimately involved with this lengthy restructuring process 
and related negotiations. 

➢ In our view, given the timing these facts illustrate aggressive valuations and reluctance to take write-downs, further 
calling into question all of PSEC’s marks.  
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For more information, contact us at:
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sales@hedgeye.com
(203) 562-6500
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