
ZIEGLER INVESTMENT BANKING

CASE STUDY

LY T TON
GAR D ENS

CLIENT PROFILE

Lytton Gardens, Inc., a California non-profit
public benefit corporation, owns and operates a
skilled nursing facility in Palo Alto, California,
called Lytton Gardens Health Care Center.
Lytton Gardens was incorporated in May 1980,
and the Health Care Center opened in June
1983. Since its opening, the Health Care
Center has increased from 120 licensed beds to
145 beds. Lytton Gardens is in close proximity
to Stanford University Hospital, creating a
unique opportunity to provide skilled nursing
services to patients recovering from surgery and
those requiring advanced acute care. 

Lytton Gardens is affiliated with and shares
management with three affordable housing
communities and a management and
fundraising support organization, though
Lytton Gardens is solely obligated for the debt.
Additionally, Lytton Gardens is associated with
JTM Communities, the parent company of
Episcopal Senior Communities in the San
Francisco Bay area. 

TRANSACTION/FINANCING
HIGHLIGHTS

Proceeds of the Series 2011 Bonds, in combination
with Trustee-held funds and borrower equity,
refinanced the outstanding Cal-Mortgage-insured
Series 1999 fixed rate bonds, paid certain costs of
issuance, and purchased an interest rate cap. The
Series 2011 Bonds were structured as multi-modal
variable rate bonds, and were privately placed with
Compass Bank. Interest on the Series 2011 Bonds
(excluding bank fees) is capped at 3.50% through
March 1, 2018, which is also the end of the initial
Compass Bank commitment period. The interest
rate cap allows Lytton Gardens to take advantage
of today’s historically low tax-exempt variable
interest rates while limiting exposure to rising rates.
The interest rate cap was purchased from Dexia
Crédit Local.

THE ZIEGLER DIFFERENCE

As placement agent, Ziegler worked with
Lytton Gardens to evaluate the full spectrum
of available refinancing options, including
bank-enhanced variable rate demand bonds,
bank-qualified bonds, and unrated fixed rate
bonds. Ziegler and Lytton Gardens were
looking for a plan of finance that would
accommodate Lytton Gardens’ desire for
penalty-free debt prepayment provisions, as
one of the borrower’s goals has been to reduce
leverage when operations generate excess
returns. Additionally, Ziegler worked with
Lytton Gardens and Compass Bank to
structure the transaction in a fashion that will
easily convert to other modes, should
Compass Bank decide not to renew at a
future date, preserving maximum flexibility
for Lytton Gardens; the borrower can revert
to a variable rate bond with a letter of credit,
or convert to a fixed rate structure if desired.
In the meantime, the private placement
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“Ziegler provided an assortment of options
for the refinancing of high interest fixed
debt. Ziegler worked us through the options
and developed a point plan to get the
refinancing completed. Ziegler identified
and worked with various banks to bring us
multiple quotes and term sheets. Ziegler also
provided guidance and expertise in
identifying a bank with which Lytton could
secure a rate cap through an open bidding
process. In this complicated environment, it
was a great asset to have a set of well-
seasoned experts on our side in developing
our deal. The analysis and assistance in
working through the quotes was invaluable.
This in-depth knowledge led to more
favorable covenants and other terms on our
final bank selection. Ziegler provided all the
pieces we needed in one-shop, which made
the whole process so much easier.”

Jonathan Casey
Chief Financial Officer
Affordable Housing, Skilled Nursing Facility

This client’s experience may not be representative of
the experience of other clients, nor is it indicative of
future performance or success.
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structure eliminates remarketing costs and any “trading risk” related to market volatility or a
future change, if any, in Compass Bank’s credit rating.

Ziegler’s Structured Products assisted Lytton Gardens in negotiating and purchasing an interest
rate cap on the Series 2011 Bonds. Through a competitive bidding process, Lytton Gardens
obtained a 7-year interest rate cap at a strike rate of 3.50%. The cap will expire on March 1,
2018, the end of the initial Compass Bank commitment period.
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Bill Tobin
CFO / General Counsel

Episcopal Senior Communities
2185 N California Blvd
Ste 575
Walnut Creek, CA 94596

Phone: (925) 956-7445
Email: btobin@jtm-esc.org 


