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BRITAIN'S biggest private hospital chain is about to see its properties taken over by a consortium of hedge funds 
in a £1.5bn restructuring. 
 
The owners of General Healthcare Group (GHG), which trades as BMI hospitals, are understood to have 
surrendered 35 treatment centres to hedge funds led by KKR, DE Shaw and Centerbridge. FMS 
Wertmanagement, a German "bad bank", is also part of the raiding party. 
 
BMI's clinics include the Esperance in Eastbourne and the Beaumont in Bolton. The company cares for 276,000 
inpatients a year, with about a third of its business coming from the NHS. Two-thirds comes from private medical 
insurers including Bupa, which has demanded cuts to fees amid difficult trading conditions. 
 
In 2006, GHG was taken over in a debt-fuelled deal by the private equity firm Apax Partners, the South African 
healthcare giant Netcare and the property outfit London & Regional, run by the billionaire brothers Ian and 
Richard Livingstone. They separated the hospital operations from the ownership of the buildings, loading the 
properties with securitised loans. 
 
Apax, Netcare and London & Regional started crisis talks with their lenders as the October 2013 repayment date 
loomed. The outline of a deal has been agreed. It will see the funds inject £175m in return for ownership. A 
punitive interest-rate swap put in place during the buyout will be partially removed and replaced with new debt. 
 
The owners, which have already written off hundreds of millions of pounds on the acquisition, are expected to 
see their equity in the properties wiped out. 
 
The hedge funds started buying into GHG's debt some time ago in anticipation of a restructuring. A source close 
to them described the agreement as a "milestone". "It's taken us two years to get here and it's been one of the 
most complicated restructurings we've been involved in," he said. 
 
The deal could be announced before Christmas. A roster of advisers has been involved, including the investment 
banks Gleacher Shacklock and Lazard and the property specialist Brookland Partners. 
 
It is understood the new owners will consider listing GHG on the stock market as a healthcare real estate 
investment trust (Reit) or selling it to an American investor. The source said: "The economy is turning around, 
and that has a positive impact on healthcare spending, and GHG has got a new chief executive [Jill Watts] who 
comes with a stellar reputation." 
 
BMI emphasised that the operation of its treatment centres was separate to the ownership of the properties, 
and had not been affected by the debt wrangling. 
 
"For clarity, neither the business of BMI Healthcare nor any of its hospitals are affected by the situation of the 
GHG property companies," it said. "The property companies' debts are non-recourse to BMI and BMI has robust 
17-year leases with options to extend for 10 years ... to remain in the hospital properties." 


