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customers, the fund sharebolders. At IDS, 10 of the 12 directors of each of the
four funds are upnaffiliated with TDS. . , g
This system has NDow been attacked as inadequate to proteet-the customer
from overcharging py the fund’s creator and manager. 1 think this attack is:ill-
founded. The fact is that there is no other industry in the United Staes, at
least insofar as 1 have been able to discover, whose customers have the unique
protection that the customers of this industry have. ;

Here the customers have disclosed to them in writing the precise cost of the
gervice before purchas-ing it, and all material facts relating to it. The customers
of few jndustries have even that today. Then, in -addition, by law, they have the
additional protection of an independent committee jn the form of the unafiiliated
directors, with the power and duty to oversee the operation, and to represent them
with respect to any future changes in the charge for the service.

Qo far as 1 am aware, since 1940 no management fee has ever been raised. On
the other hand, there have been substantial and significant reductions.

CREATION oF THE IDS MANAGEMENT FUNDS

Probably no two funds complexes conduct their operations in exactly the same
manner. I think it would be helpful to describe how the TDS group of funds op-
erates within the present legal framework and economic environment. ‘
iDS was incorporated in 1894 in Minnesota. Until 1940 it was engaged golely in
jssuing and distributing installment gavings contracts, known as face amount
certificates, with a guaranteed fixed return at maturity. They were sold directly
by sales representatives of TDS. The IDS jnvestment depar‘cment was responsible
for the investment of the certificate reserves. : :
In 1940, after the passage of the Tnvestment Company Act, TDS organized
jitg first mutual fund, Investors Mutual, to be distributed exclusively by the
IDS sales force directly to individual investors. Investors Mutual is 2 balance
fund: 35 to 409, of its assets are invested in fixed income gecurities, bonds
or pref.erred stocks, the balance 11 common. gtocks, genera‘iiy,of a strongly blue
chip character. Income has peen one of the prime objectives of the fund. Today
Investors Mutual has 440,000 accounts and $3 Dbillion in assets. It is the largest
mutual fund in the world.

“in 1945 IDS formed Investors gtock Fund, a common stock fund empha-
«izing income a8 well as growth. Today Stock Fund has 370,000 aecounts an
$2 billion in assets. It is the fourth jargest mutual fund in the United States.
At the same time that Investors Stock Fund Was formed, DS forme
Investors Selective Fynd. It is 2 small fund and its assets are invested in
pbonds and preferred stocks. Today it has 6,300 accounts and $39 million in
assets. ~

In 1957 1DS formed Investors variable Payment Fuynd. It is 2 common stock
fund like Investors Stock Fund, but with current income only an incidental
objective. moday it has apprOximately 190,000 accounts and $830 million in
assets. ‘
: ~ THE 1DS DISTRIBUTION SYSTEM

IDS is jtself a broker-deaier registered with the SEC under the Securities
HExchange Act of 1934 and with the “plue gky” agencies of the various states.
However, the only products sold by IDS gales Tepresentatives are the face
amount certificates jssued by 2 subsidiary of 1DS, the shares of the IDS
managed funds and insurance policies jssued by another gubsidiary. No ‘one
other than IDS repres,entatives sells these products. This system jn- which our
own sales force deals directly with our customers is known as direct distribu-
tion. We do not distribute to customers through other broker-dealers, & gystem

known as dealer distribution.

organization of the IDS Sales Force : S
IDS has 2 sales force of approximately~4,000 fulltime career representatives;
they have no other employment or source of earned income. They are ot moon-
lighters who work at one job during the day and then go out to make occasional
securities gales to friends or relatives in the evening. : o

The IDS sales representatives are Jcarefully'seleeted, trained and supervised
by an extensive organization headed by the Vice-President Sales and his staff
in Minneapolis, gnd by nine. Regional Vice Presidents, 170: Divisional Sales
Managers and 675 District Sales Managers in the field. ,

Selectioncmd Training of IDS Sales Representati'ves

The Divisional Sales Managers seek out potential I1DS -repreéentatives. They
interview and test them and check their references and backgrounds. All of this
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