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FINANCED RIGHT

Senior Living new issue rates for borrowers in specialty states are 20-30 basis points lower in yield.
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5 yr. NA 1.380% 1.900% 2.250% 2.50% 2.60-3.10% 4.00-4.50%

10 yr. NA 2.380% 2.750% 3.000% 3.40% 3.50-4.00% 4.50-5.00%

20 yr. NA 3.140% 3.500% 3.650% 4.05% 4.25-4.65% 5.25-6.00%

30 yr. 3.480% 3.440% 3.650% 3.850% 4.20% 4.35-4.85% 5.75-6.375%
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Weekly SIFMA Swap Rates 1.12% 1.35% 1.48% 1.62% 1.77%

Weekly LIBOR Swap Rates 1.57% 1.86% 2.01% 2.14% 2.29%
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Market Commentary:  Financing in Extraordinary Times

In Greek mythology, Pandora was the first woman on Earth, created by Zeus to punish man. At her wedding to 
Epimetheus, Zeus gave her a box but warned her never to open it. When curiosity got the better of her, she watched as 
all the evils and miseries in the world flew out. When she slammed the lid back down, only one thing remained 
inside: hope. The kind of hope that was reflected in the heroic rescues and tremendous outpouring of support and aid 
for victims of natural and unnatural disasters this summer, and on Sunday night in Las Vegas. Hope in the form of the 
Army Corps of Engineers, which has been put in charge of rebuilding Puerto Rico’s infrastructure. Hope and belief in the 
strength of the U.S. economy as seen every day in the stock market, where, for example, the Dow Jones Industrial 
Average posted its eight straight quarter of gains for the first time since 1997 and the S&P 500 Index and Nasdaq are at 
fresh record highs. Those looking back on the third quarter of 2017 will surely find a veritable Pandora’s Box of 
troubles. Dozens were killed and injured in terrorist attacks in Barcelona and London. North Korea tested its first 
intercontinental ballistic missiles and hydrogen bomb. Catalonia launched a new bid for independence from Spain. 
Hurricanes Harvey, Irma and Maria took precious lives and caused damage that will take years and several hundred 
billions of dollars to recover from. In the U.S., violent rallies were held in several cities as part of a heated national 
debate about racism and what to do with Confederate monuments. Congressional efforts at health care reform failed a 
second time, and the Secretary of Health and Human Services resigned his cabinet post over the imprudent use of private 
jets. There were other high profile resignations in Washington, including those of the Fed Vice Chair, the White House 
Communication Director and Chief Strategist and the entire roster of the President’s Committee on the Arts and the 
Humanities. Bonds sold off after a tax reform framework was unveiled, and there was more talk of rate hikes. The 
Equifax data breach may have affected as many as 145 million Americans. Even the wide world of sports was not 
spared. As if the brouhaha over arm locks and kneeling on the gridiron were not enough, the Federal Bureau of 
Investigation arrested four NCAA coaches and charged six others after a two-year investigation into corruption and 
bribery related to college basketball recruitment. 

In the municipal bond world, year-to-date volume through September 30 totaled $285.72 billion, a reduction from last 
year when it zoomed to $343.2 billion. Trading in the third quarter averaged $9.3 billion by par amount per day, and 
Puerto Rico Sales Tax and General Obligation bonds were among the most heavily traded. As $3 billion poured into 
municipal bond funds, the 10-year AAA general obligation bond yield finished the quarter almost flat at 2.00% while the 
30-year benchmark yield rose 5 basis points to 2.84%. This was in line with Treasury yields. The 10-year and 30-year 
Treasury yields increased by 3 basis points to 2.33% and 2.86%, respectively. On the short end of the yield curve, 2-year 
AAA muni yields actually fell by 6 basis points from 1.06% to 1.00%, while the 5-year finished flat at 1.35%. Spreads 
between the 2- and 30-year yields widened slightly from 173 basis points to 184 basis points. High yield bonds continued 
to demonstrate the best performance.

During the last trading week of the quarter, HJ Sims underwrote an $88.1 million non-rated revenue refunding for 
Presbytery Homes structured with a 2048 maturity priced at 4.00% to yield 4.20%. Denver came to market with a $250.5 
million BB-minus rated airport revenue refunding issue subject to the alternative minimum tax for United Airlines that 
priced with a 5.00% coupon to yield 3.40% in 2032. Monongalia County, West Virginia sold a $76.3 million non-rated 
special district excise tax revenue refunding issue for the University Town Centre Economic Opportunity Development 
District, pricing the 2043 maturity at 5.75% to yield 5.90%. Otsego, Minnesota came to market with a $29.3 million non-
rated issue for Riverview Landing that had 2052 term bonds priced at 4.75% to yield 4.80%. Sartell, Minnesota brought 
an $11.4 million non-rated revenue refunding issue for Country Manor Campus that had a final maturity in 2042 priced at 
4.50% to yield 4.57%. The Public Finance Authority of Wisconsin issued $7.8 million of non-rated 30-year revenue bonds 
for Pacific Heritage Schools priced at par to yield 5.30%. And the Colorado Housing and Finance Authority sold $7 million 
of non-rated 40-year multi-family housing bonds for Corwood Square priced at par to yield 5.24%.

Despite the third quarter’s extraordinary events, the business of the world continues. A new Supreme Court term 
began. A decision on the Federal Reserve Chair is expected within the next few weeks just as the Fed begins the process 
of shedding $10 billion of assets. The World Series begins October 24. In the municipal bond market, the 30-day visible 
supply totals $11.4 billion, and we expect a busy quarter.
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Evangelical Lutheran Good Samaritan Works 
with Sanford Health Hospital System and HJ Sims

Cont. on Page 4

Partnered Right  The Evangelical Lutheran Good Samaritan Society (the “Society”) is a not-for-profit 

corporation, founded in 1922 that operates skilled nursing facilities, residential 

housing for seniors, home and community based health services and affordable 

housing projects in 224 locations across the United States and is the largest not-for-

profit provider of senior care and services in the country.  

 Sanford Health is the largest, rural, not-for-profit health care system in the nation 

with 45 hospitals and 289 clinics in nine states and three countries.

Structured Right  The Joint Venture partners retained Sims to secure a long-term, tax-exempt loan 
secured by a mortgage on the new building and Joint Venture revenues.

 No additional credit support was available from either Joint Venture partner due to 
limitations in Sanford Health and Society Obligated Group Master Trust Indentures 
regarding guarantees to third parties.

Executed Right  Sims conducted a mortgage loan RFP process focusing on regional banks that were 
familiar with the Joint Venture partners.

 Banks with operations in North Dakota and, specifically, the Bismarck – Mandan 
market were of particular focus.

 Sims also conducted an appraisal analysis to confirm sufficient facility value such 
that typical loan to value constraints were achievable.

Financed Right®  A regional bank headquartered in Sioux Falls was selected to lead a group of three 
banks that would originate a $20,470,000 mortgage loan with a 30 year amortization 
and ten year fixed tax exempt rate of 3.0%.

 Sims negotiated a three year funding of a $1,000,000 debt service reserve fund and 
obtained other favorable covenants.

Partnered Right

The Evangelical Lutheran Good Samaritan Society (the “Society”) is a not-for-profit corporation, founded in 1922, that 
operates skilled nursing facilities, residential housing for seniors, home and community based health services and 
affordable housing projects in 224 locations across the United States and is the largest not-for-profit provider of senior 
care and services in the country.

Sanford Health is an integrated health system headquartered in South Dakota. It is the largest, rural, not-for-profit 
health care system in the nation with 45 hospitals and 289 clinics in nine states and three countries. With 28,000+ 
employees, including 1,300+ physicians in more than 80 specialty areas of medicine, Sanford Health is the largest 
employer in the Dakotas.
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The Society and Sanford Health both operate skilled nursing and assisted living centers in the Bismarck-Mandan, North 
Dakota community. Additionally, Sanford Health operates an acute care hospital in Bismarck, ND.   Sanford Health and 
the Society entered into an agreement to form a joint venture (“the Joint Venture”) to operate their respective senior 
and skilled living facilities in the Bismarck – Mandan market and to build a new $28,000,000 replacement skilled nursing 
facility. This new Joint Venture would be managed by the Society. The Joint Venture partners would close one existing 
but outdated skilled nursing facility and transfer the bed licenses and residents to the new facility. Further, Sanford 
Health had 56 skilled nursing bed licenses on so called “lay away” that would be assigned to the new facility.  In addition 
to accommodating the transferred residents, the new facility would operate a transitional care unit for patients 
discharged from the local Sanford Health hospital and from other acute care providers. 

The Joint Venture would own the newly constructed skilled nursing facility and lease remaining buildings from the 
respective Joint Venture party. The Society had built the replacement SNF using a short term line of credit, and the Joint 
Venture agreement stipulated that $20,080,000 of the construction and equipping costs be reimbursed to the Society.  

Structured Right

The Joint Venture partners retained Sims to obtain a long-term, tax-exempt loan secured by a mortgage on the new 
building and Joint Venture revenues. No additional credit support was available from either Joint Venture partner due to 
limitations in Sanford Health and Society Obligated Group Master Trust Indentures regarding guarantees to third parties.

Executed Right  

Sims conducted a mortgage loan RFP process focusing on regional banks that were familiar with the Joint Venture 
partners and in some cases had existing relationships.  Banks with operations in North Dakota and, specifically, the 
Bismarck – Mandan market were of particular interest. Sims also conducted an appraisal analysis to confirm sufficient 
facility value such that typical loan to value constraints were achievable.

Most importantly, documents securing the bonds originally issued to finance the buildings now subleased to the Joint 
Venture required bondholder consent.

Financed Right®

The team selected a regional bank headquartered in Sioux Falls to lead a group of three banks that would originate a 
$20,470,000 mortgage loan with a 30-year amortization and a 10-year fixed tax-exempt rate of 3.0%. Sims also 
coordinated the overall timing of necessary TEFRA and county board meetings and, ultimately, the closing of the 
mortgage loan. Morton County North Dakota was selected to serve as issuer of the tax exempt mortgage note, and Sims 
coordinated the retention of bond counsel and the preparation of necessary bond documents.

Sims negotiated a three year funding of a $1,000,000 debt service reserve fund and obtained other favorable covenants.

For more information, please contact Mark Landreville at mlandreville@hjsims.com (952-683-7509).

Evangelical Lutheran Good Samaritan Works with Sanford Health 

and HJ Sims
Cont. from Page 3

mailto:mlandreville@hjsims.com
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For more information, please contact an HJ Sims banker.

Fairfield, CT
William Sims 203-418-9001 wsims@hjsims.com

Jeff Sands 203-418-9002 jsands@hjsims.com

Andrew Nesi 551-427-5135 anesi@hjsims.com

Mackenzie Welch 203-418-9024 mwelch@hjsims.com

Krystal Murphy 203-418-9028 kmurphy@hjsims.com

Rockville, MD
Aaron Rulnick 301-424-9135 arulnick@hjsims.com

Patrick Mallen 203-418-9009 pmallen@hjsims.com

Joseph Melville 203-418-9069 jmelville@hjsims.com

Bloomington, MN
Mark Landreville 952-683-7509 mlandreville@hjsims.com

Jay Hromatka 952-683-7506 jhromatka@hjsims.com

Christina Rappl 952-683-7507 crappl@hjsims.com

Philadelphia, PA
James Bodine 215-854-6428 jbodine@hjsims.com

Austin, TX
Curtis King 512-519-5003 cking@hjsims.com

James Rester 901-652-7378 jrester@hjsims.com

Brett Edwards 512-519-5001 bedwards@hjsims.com

Orlando, FL
Robert Gall 407-313-1701 rgall@hjsims.com

Brian Paolo 407-313-1707 bpaolo@hjsims.com

Montvale, NJ -Sims Mortgage Funding - 201-307-9383
Anthony Luzzi aluzzi@simsmortgage.com

Kerrie Tomasiewicz      ktomasiewicz@simsmortgage.com

Andrew Patykula apatykula@simsmortgage.com

The material presented here is for information purposes only and is not to be considered an offer to buy or sell any security.  This report was prepared 

from sources believed to be reliable, but it is not guaranteed as to accuracy, and it is not a complete summary or statement of all available data.  

Information and opinions are current up to the date of publication and are subject to change without notice.  The purchase and sale of securities should 

be conducted on an individual basis considering the risk tolerance and investment objective of each investor and with the advice and counsel of a 

professional advisor.  All investments involve risk and may result in a loss of principal.  Investors should carefully consider their own circumstances 

before making any investment decision.  This is not a solicitation to buy or an offer to sell any particular investment.
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