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happened ¢ Let’s say the law went into effect. Would You have to get
out of business or could you continye? ‘
r. Loprrier, T think we woylq struggle along somehow, but T don’

Mr. Warrrxs, Thank yoy very much, That ig all right now, Mr.,

Mr. Mos's. Mr. Blanton.

r. BLaNtoN. T have no questions,
Mr. Moss. M. Keith.
Mr. Kerre, Thank you, Mr. Chairman,

r. LOEFFLpR, Yes, SIr; the law ig exact] Y the same,

r.
r. Lorrrrpg. Yes, sir.

r. Kurrm, T think that might be what this is a]] about.

) r. LOEFFLER, Well, then, perhaps it would be helpful it I elaborated
a bit, sir, : ‘

Mr. Kerre, T think it would be,

r. LoErrrEr, et us say, for example, that X Corp., whatever it
is, adopts a stock option plan. That woulq be approved by the directors
of the corporation, and the approval would be by those directors who
are not eligible to participate in the stock option plan. Probably some
of the directors would be eligible, but the majority would not be.

r. Kerra, Let’s keep the situation ag closely paralle] to—

r. Loerrier, To mutual fundg? ;

. Kurre., To the mutual fund industry, We are talking about—

r. LoErrLeg, A management contract v

Mr. Kerre, The management, contract, We are talking about the
directors of the fund having to buy serviceg elsewhere, and a minority
stockholder having the right to sue, ) '

r. LoErrreg, Yes, sir. : :

Mr. Kerr, And to prove in court that there wag 5 conflict of in-
terest involved, anq that the principals should declare that conflict of
interest and lean over backward to protect the shareholders, »

Mr. Lorrrrzr, T don’t think we will have any quarrel on this at all.
sir. Perhaps T can clarify that,

. Krrrn, You are speaking from an industry point of view, not,
just from IDS. ‘

Mr. Lonrrryg, Yes, sir, from a legal point of view that would be ap-
plicable generally and particularly to the industry, as g lawyer. When
the’management contraet ig approved, and it must he approved annual-
ly, the approval must be given by thoge directors of the fund who are
not in any way afliliated with the management company. Now let me
be a little more Specific. '




