


Steve, you mentioned the Mado� scandal earlier.  It is important to keep in mind that by Bernard Mado� ’s own admission, he ran 
a $50 billion Ponzi scheme through a minimally-regulated investment �rm that appears to have had little or no internal controls or 
audit oversight.  Moreover, clients were not allowed to ask too many questions.  ere were no checks and balances and certainly no 
transparency.              

Steve:  A lot of investment �rms and bank have run into �nancial problems.  Can you talk about the �nancial strength of TCO? 

Bob:  Sure.   First, keep in mind we are a privately-held company so we do not make our �nancial statements public.  But we are 
�nancially strong and solidly pro�table, having posted pro�ts consistantly for over 20 years.  We have no debt and our shareholder base 
is very stable and loyal.  We have approximately 70 shareholders, primarily located in Oklahoma, none with greater than a 5% ownership 
interest.  e year 2008 closed with many �nancial �rms posting historic losses, requiring bailouts and even going under.  We closed 2008 
pro�table and able to �nancially continue to deliver top-quality services to our clients.    

Steve:  at is very good to know.  But honestly, just a little pain might be reassuring.  After all, it has been a tough year for almost all 
investors. 

Bob:  at’s a valid point.  We have certainly been impacted by the market turmoil.  Our fees are largely based upon the market value 
of the assets we manage so the drop in the stock market has reduced our fees.  Much of our real estate and oil and gas fee income is also 
based upon market values as well.  Our interests are aligned with our clients’ in this way – and appropriately so.  In times like these we 
probably work harder for certainly less money.  But we �rmly believe our compensation should be tied to our clients’ success – for better 
or worse. 

Regardless of the direction of the markets, we remain committed to delivering the high level of service our clients have come to expect 
and deserve.  In recent months we have taken a much more proactive stance communicating with our clients and answering questions 
they have about the market turmoil and their investments.

Steve:  Let me turn to the topic of investing.  What are you doing to help protect client assets during this period of fear and uncertainty?

Bob:  e term “fear and uncertainty” is certainly appropriate for the �nancial turmoil investors experienced in 2008.  e market has 
experienced fear and uncertainty before, although arguably 2008 experienced the highest level of fear in decades.  However, key to what 
we are doing to help protect client assets is to stay focused on sensible long-term goals and objectives.  Just reacting to the fear and 
cashing out is almost never the right move to make.  Focusing on the long-term goals remains the �rst priority.  e investment goals 
need to be supported by sound strategies that have withstood the test of time as well.  To that end, we do not invest in high-risk, illiquid 
investments or leverage our investments with the use of debt.  It is not that doing so is always bad, but doing so in bad times can create 
irrecoverable losses.

Right now we are adjusting our strategies to address the unprecedented market disruptions.  As painful as the losses in the equity 
markets have been, the disruptions within the bond market have in many ways been even more extreme.  As a result, we have stepped 
up our quality requirements measurably.  We have temporarily suspended the purchase of individual corporate bonds and have sought 
alternatives where we were using corporate bonds.  ese alternatives include government agency bonds, high-quality bond funds which 
improve liquidity and diversi�cation, and brokered CD’s.  In the tax-exempt market, we are focusing more on new issue bonds where 
the ratings from the rating agencies are more current as well as requiring higher ratings in general as an extra measure of safety.  While 
few municipalities have gotten into trouble so far, the economic downturn could cause future funding challenges for many states and 
municipalities.    

Within our equity portfolios, we continue to underweight the �nancial sector.  We realize this will not always be the right action, but 
for the last two years, it certainly has been.  We also have increased our level of diversi�cation within our equity portfolios.  Admittedly, 
this increased diversi�cation has not prevented losses as the market meltdown has been global – big, small, domestic and foreign.  All 
segments of the market have been hit hard.  But greater diversi�cation does help reduce the chance of massive losses in a portfolio due 
to an individual company blowup. 



Steve:  anks.  Let’s wrap up by coming back to e Trust Company itself.  Can you tell me a little more about the company and its 
philosophy on working with clients?

Bob:  e Trust Company opened its doors for business in 1981 and was formed on the basis of sound asset management and superior 
client service.  From its beginnings, TCO has viewed its �duciary role to its clients as paramount.  We are an independent trust company 
focused on asset management and trust and retirement services.  Independence means we are not beholden to anyone but our clients.  We 
do not make loans, take in deposits, sell securities or life insurance.  Nor do we earn any commissions or third-party fees for investing our 
clients’ monies.  Our investment decisions are based upon what we believe to be in the best interests of our clients. 

In addition, we do not prepare tax returns or draft trust documents.  Our philosophy is that we will work with the tax and legal advisors a 
client may have.  We do not compete with these other advisors but view the relationship as a team approach to insure our clients’ interests 
are achieved. 

We are fortunate to have a stable group of dedicated employees that want to be at TCO.  Most have worked for other �nancial �rms and 
all have chosen to be at TCO.  Many in our senior management have run trust departments or divisions at other larger �rms.  And lastly, 
we are blessed to have the clients we do.  We recognize we work in a very competitive profession so the loyalty and con�dence our clients 
have placed in us is humbling and greatly appreciated. 

Steve:  ank you Bob.  Here’s hoping 2009 will be a happy and prosperous new year!    

Editor’s note:  We would like to thank Jenk Jones, Jr., for his invaluable assistance in the preparation of this article.
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