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21st Century 
Oncology, backed 
by CPPIB and 
Vestar, misses 
debt payment
By Steve Gelsi
• S&P cuts rating to selective default 
• Firm hired new CEO earlier this year after data breach
• CPPIB bought $25 mln preferred stock in September

21st Century Oncology Holdings Inc, 
backed by Canada Pension Plan Invest-
ment Board and Vestar Capital, recently 
missed an interest payment, sending the 
company into talks with bondholders as it 
struggles under $1.1 billion of long-term 
debt.

Vestar and CPPIB announced a $325 
million equity investment in 21st Centu-
ry Oncology in 2014. In September, CPPIB 
made an additional investment of $25 mil-
lion in preferred stock of the company.

The company said it’s already taken 
steps to reduce operating costs and explore 

the sale of non-strategic assets to address 
its red-ink issues.

It’s the latest in a series of dramatic 
developments for the company after a 
multimillion-dollar settlement, a new CEO 
and a data breach in the past year.

Ranked as the world’s largest provider 
of cancer-care services with 183 treatment 
centers, Fort Myers, Florida-based 21 Cen-
tury Oncology said Nov. 1 it’s in talks with 
stakeholders on its 11 percent senior notes 
due 2023. The company plans to use the 
30-day cure period to work with lenders 
to address a default.

S&P Global Ratings on Nov. 2 cut the 
company’s corporate rating to SD, or selec-
tive default, from CCC. S&P Analyst Mat-
thew O'Neill said in a research note that 
its debt level appears unsustainable and 
he doesn’t expect a payment to be made 
within the grace period.

“21st Century Oncology is a fundamen-
tally sound business and we are commit-
ted to engaging with our stakeholders to 
address the capital structure,” CEO William 
R. Spalding said in a statement. “We will 
continue our initiatives to raise capital, 
which may include additional contribu-
tions of equity alternatives while working 

closely with our lenders, bondholders and 
other significant stakeholders to better 
position us financially.”

Spalding took over as CEO in September 
after working at PharMEDium Healthcare 
Holdings, which Clayton Dubilier & Rice 
sold to AmerisourceBergen in 2015 for 
$2.58 billion. Daniel E. Dosoretz, former 
CEO and founder, stayed on as a board 
member and senior physician.

A call to Vestar wasn’t returned. A 
spokeswoman for 21st Century Oncology 
declined comment.

In March, 21st Century Oncology 
agreed to pay a $34.7 million settlement 
in connection with a federal probe. The 
U.S. Department of Justice alleged the 
company billed patients for procedures 
that weren’t necessary.

Last November, the FBI notified  the 
company that patient data including 
names and social security numbers was 
illegally obtained by an unauthorized 
third party. The company immediately 
hired a forensics firm to support its inqui-
ry, assess its systems and bolster security. 
It also notified about 2.2 million current 
and former patients that certain data may 
have been copied and transferred.

LEVERAGED LOANS

Ratings Wrap-Up (October 27, 2016 - November 7, 2016)
The following table lists select ratings actions on the debt of an LBO-backed company by either Moody’s Investors Service or Standard & Poor’s.

Date Company: Sponsors: Arrow: Action: Highlight: Rating 
Service

11/7/16 Azimuth 
Capital 
Management; 
First Reserve

Cobalt 
International 
Energy, Inc.

= S&P lowered Cobalt's corporate credit rating to 
'CC' from 'CCC-'. The outlook is negative.

The downgrade comes after Cobalt partook in a 
distressed exchange of its senior notes. 

S&P

11/3/16 Bain Capital 
Partners

Gymboree 
Corporation = Moody's dropped the Corporate Family Rating to 

Caa3 from Caa1. The outlook is negative.
The downgrade reflects Gymboree's weak operating 
performance and deteriorating liquidity.

Moody's

10/28/16 Beecken Petty 
O'Keefe & 
Company

Valitas Health 
Services Inc. = S&P lowered the corporate credit rating on Valitas 

to 'CCC' from 'B-'. The outlook is negative.
Valitas has a volatile cash flow and may not be able to 
meet its upcoming debt obligations.

S&P

11/1/16 Carlyle Group Foresight Energy 
L.P. < Moody's upgraded Foresight's corporate family 

rating to Caa1 from Caa2. The outlook is stable.
Foresight reduced its risks and liquidity situation and 
should maintain its market positioning.

Moody's

11/4/16 Clearlake 
Capital

IronGate Energy 
Services LLC = S&P dropped the corporate credit rating on 

Irongate Energy to 'D' from 'CC'. 
IronGate's forebearance agreements expired without the 
company paying any of its interest.

S&P

11/1/16 Kohlberg & Co Performance 
Sports Group Ltd = S&P downgraded PSG's corporate credit rating to 

'D' from 'CCC'. 
The downgrade follows PSG's filing for chapter 11 
bankruptcy.

S&P

11/1/16 NGP Energy 
Capital 
Management

Memorial 
Production 
Partners LP

= S&P dropped the corporate credit rating on 
Memorial Production to 'CCC-' from 'B-'. The 
outlook is negative.

The downgrade reflects the likelihood MPP partakes in a 
distressed exchange in the next six months.

S&P

11/3/16 NGP Energy 
Capital 
Management

Memorial 
Production 
Partners

= S&P lowered Memorial Production's corporate 
credit rating to 'CC' from 'CCC-'. The outlook is 
negative.

The downgrade follows Memorial deferring on an 
interest payment into a 30-day grace period.

S&P

11/1/16 Vestar Capital 
Partners

21st Century 
Oncology Holdings 
Inc.

= S&P lowered the corporate credit rating on 21st 
Century Oncology to 'SD' from 'CCC'. 

The downgrade follows 21st's failure to make an interest 
payment and unsustainable debt level.

S&P
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