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The headlines tell it all. Lawyers misappropriate 
money from trust accounts, investment 
advisors create Ponzi schemes, and well-
meaning, but inexperienced trustees, get sued. 

From Madoff to William Conour (the Indiana 
attorney who stole from his client’s trust 
accounts), to the New Jersey investment 
advisor who promised clients a safe, tax-free 
investment but instead used the funds to cover 
personal expenses, advisors are abusing clients’ 
trust. Using a Ponzi scheme, the New Jersey 
advisor was able to cover his tracks for 17 years, 
resulting in the financial ruin of 12 elderly 
clients.1 

You’re not even safe with a family member. 
Recently a son pleaded guilty to stealing more 
than $1.3 million from his parents. He pretended to be managing their investments but was siphoning 
money from their accounts and using it for his own purposes.2 

A Custodian 

Your independent investment advisor should direct your investments, but not have custody, or 
possession, of your money. A custodian such as Schwab or Fidelity has physical possession of your 
assets. All are reputable and backed by government oversight. 

When you make deposits to any type of account, your checks are made payable and deposited directly 
to your custodian (not to your advisor). Your custodian is responsible for not allowing your money to 
get into someone else’s hands. This process helps protect you from investment fraud. 

Can you help protect your family from these types of abuses, even if you’re not here? The answer is yes, 
by selecting a professional trustee that is also subject to government oversight. 

A Trustee 

A trust is an arrangement in which one person holds the property of another for the benefit of a third 
party, called the beneficiary. A trustee manages property is held in trust. A trustee may be either an 
individual or a corporation. Family members and friends are often the first thought to serve as trustees 
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because they are familiar with the grantor, the family situation, and the grantor’s values. Family 
members are also thought of because they are often willing to assume the role of trustee with little or 
no charge for their services. The friend or relative may be honored by the request. 

Before you select an individual as a trustee, consider the following: 

+ The family member may lack the specialized knowledge and experience to manage the trust. 
The relationship between the trustee and the other family members may be substantially 
affected by anger, 

+ jealousy and resentment of the power such person has over the other. 
+ The family member may be unable to act unemotionally and with true impartiality. 
+ The family member may lack the financial resources to cover mistakes. 
+ The family member could die or become disabled. 
+ The family member may be exposed to unforeseen liability such as an aggressive charity, 

spouses of deceased children or jealous siblings. 

Example: A husband set up a trust to provide income to his wife and son for life. Upon his wife’s death, 
the trust principal was to be distributed to the son’s children. The trust also provided that if the son did 
not have children, the trust would be distributed to a charity. The trustee (the husband’s brother) 
invested the assets in order to maximize income for the widow. Upon the wife’s death, the trustee 
distributed the trust to the charity because the son had predeceased her without issue. The charity sued 
the trustee. Why? On the theory that the trustee had breached his duty of impartiality by favoring the 
income beneficiaries over the charity’s interest, the charity alleged that the trustee should have invested 
more money in growth assets. The charity negotiated a settlement of $3 million against the trustee. 
Would you want to expose your well-intentioned friend or sibling to this type of liability? 

Contact an MCF Consultant for more information on the advantages of working with a professional 
trustee. 

1http://www.lifehealthpro.com/2013/07/19/new-jersey-brokers-ponzi-scheme-defrauded-elderly 

2http://www.lifehealthpro.com/2013/09/20/advisor-bilks-parents-of-13-million 
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IMPORTANT DISCLOSURE INFORMATION 

Trust services provided by MCF Private Trust, a Trust Representative Office of National Advisors Trust Company, a federally 
chartered, advisor owned, and independent trust company. All investment services are provided by MCF Advisors, LLC, an SEC 
registered investment adviser. Registration as an investment advisor does not, by itself, imply or denote any level of skill or 
training. MCF may only transact business in those states in which it is registered, or qualifies for an exemption or exclusion 
from registration requirements. 
 
This publication contains general information only and should not be construed by any consumer and/or prospective client as 
MCF Private Trust a solicitation to effect, or attempt to effect transactions in securities, rendering accounting, financial, 
investment, legal, tax or other professional advice or services. For more information regarding individual or corporate trustees 
please consult with a legal professional.  A copy of MCF’s current written disclosure statement discussing our advisory services 
and fees is available here online. 

http://mcfadvisors.com/disclaimer

