
California Native Plant Society 
San Diego Chapter 
Investment Recommendation 
 
 
BACKGROUND: As a result of our fundraising activities (Plant Sale and Garden 
Native Plant Tour), our restricted Chapter Reserve of $22,500, and donations to 
the Chapter and to the Legal Fund – our Chapter has significant assets that are 
available to invest. Currently our Franklin Templeton Investment + our Wells 
Fargo Savings accounts generate less than $400 per year.   
 
CHAPTER ASSETS: 

• Franklin Templeton Investment, US Government Security Funds (FKUSX) 
Current value - $10,925. I am estimating that the San Diego Chapter has 
had this investment for more than 25 years. 
Five year return = 1.45% / One year return = - 3.37%  
 

• Cash balances currently held at Wells Fargo Bank (as of 3/12/16) 
o Business Checking Account $  8,730 
o Business Savings Account  $58,343 
o Merchant Checking/Savings $  6,000 

 
• We need to maintain our checking account and our merchant account with 

Wells Fargo for our day-to-day activities. I am not suggesting that we 
move any of this money. 
 

GARDEN NATIVE TOUR: Our tour is scheduled for April 2-3, 2016. Dave 
Flietner has reached out and obtained pledged sponsorships of $32,250 
($17,500 has been collected as of this week). Ticket sales are going well - more 
than 100 tickets have been sold at $15/$25 each. If we collect all sponsorship 
pledges and sell an additional 200 tickets, an additional $15,000 - $20,000 could 
be raised/collected prior to the event.  Expenses for the Garden Native Tour are 
estimated to be ~ $20,000 (Director salary + expenses). 
 
RECOMMENDATION 

• Open a Corporate Active Asset Account with Morgan Stanley. 
Recommend that Robert LaCroix be the advisor and manager of our 
account. A minimum of $50,000 would be placed in this account to avoid 
any unnecessary charges and fees. Cost of this account - $150 per year.  

• Longer term Chapter savings would be held in this account. Monies not 
invested (in a Preferred Security) would be put in a CD or money market 
fund to cover anticipated, short term needs. These would be available as 
needed. The Franklin Templeton Fund would be liquidated and put in this 
account. The return on savings would be ¼% or less until interest rates 
rise. This is similar to our Wells Fargo accounts. 



• Consider investing $50,000 in a Preferred Security. The recommended 
type would be a high quality fixed-to-floating rate preferred. Rates have an 
initial period between 3-10 years where rates are locked in and yields are 
in the 5.5% - 6.25% range currently. There are no on-going costs 
associated with holding these securities and we could cashed out of this 
security if needed, perhaps with a loss of value. It is best to hold them in 
the account for 6 months or longer for best return.  

• My question to Bob LaCroix this week:  
o If we were ready to go today, please give me an example of where 

money would be invested, the terms, and expected return?  
 
His response: “This is an example that just came out this week – B of A 
fixed to floating rate preferred.  Current coupon is 6.3% which is fixed until 
3/10/26 (ten years).  After that the rate will float with a quarterly reset that 
is 455 basis points (4.55%) above whatever the 3 month LIBOR 
benchmark is at that time.  These securities pay quarterly.  The dividends 
generated are considered Qualified Dividend Income which is taxed at a 
preferred rate for individuals.  For your non-profit of course, that won’t 
make any difference. 
 
Other preferred positions will be similar in concept though the lock-in 
period can be shorter if you choose.  Most are major financial institutions 
like Wells Fargo, Goldman Sachs, Citi, Morgan Stanley, 
JPMorgan…  Though there are other corporates like General Electric as 
well.  Yields are generally about ½ point lower for the shorter 5 year initial 
fixed period preferreds.  These securities are very long term so the floating 
rate aspect is key. They tend to price daily as if they matured at the end of 
the fixed period since after that the rate will always shift with each 
payment to be current. The yields on these preferreds are much higher 
than available on long-term bonds but have a fraction of the price 
fluctuation generally due to the floating rate structure.”	
	

I am attaching a Preferred Securities Brochure to this email so you can review 
this. If you have any questions, please feel free to send them to me and I will try 
to get an answer. If you know someone whose opinion you respect in this regard, 
feel free to share this recommendation.  While it is not imperative that we 
approve and go forward immediately – we do have significant cash reserves and 
they are increasing. We have an option to put our money to work, generating 
approximately $3,000 per year in dividends.  
 
 
Connie di Girolamo 
Chapter Treasurer 
3/12/16 


