ship reasons? How many of these have 1iquiqated ata loss? What is the

A-8. Benson & ‘Benson, Inc., of Princeton, New Jersey, have conducted a
Survey, referred to in my testimony before the Sub-committee, which ‘contains
some information that is informative in connection with your question, Professor
Herbert Arkin, Chairman of the Statistical Department of the Bernard W.
Baruch School of Business ang Public Administ-ratio'n, established the criteria

45% of Planholders who liquidated at g loss can broperly be included among
those who were forced to liquidate for hardship reasons. In the test period which
Professor Arkin used these amounteq to only 4149, t, 5% of all contractual
DPlanholders who initiated theip plans within that beriod. We have applied
Professor Arkin’s figures to a broad group of some 17,000 accounts started by four
different sponsors in 1951 through 1953, and our study shows that of the approxi-
mately 18% of those accounts which hag terminated with losses ag of December
31, 1966, only some 89, constituted persons who were forced to liquidate for hard-
ship reasons. ‘ :
In the period for which these 17 ;000 accounts were considered, the aggregate loss
sustained by. all bersons who terminated With losses wag $240,000. Applying
Professor Arkin’s factor of 45%, this would nean aggregate losses of $108,000
in that entire period for thoge planholders who were forced to liquidate, or an
average of $79.00 for each such account which was terminated with g loss. The
figures set forth above relate to planholders who were forced to liquidate for
hardship reasons and who suffered a loss. We do not have any comparable statis-
tics with respect to planholders who may have been forced to terminate their
plans due to financial hardship ang who have nonetheless profited from their
plans, As I mentioned in my testimony, there is available to a1l Planholders the
right to withdraw up to 909% of the current liquidation valye of the mutual fund
shares held under their plang and subsequently to reinvest gn equivalent amount
without paying any saleg charge at all, Ag a result, if a person suffered a finan-
cial hardship and had profited from his contractual plan investment, he could

You asked ug to furnish you the aggregate losses sustained by persons who
terminated. due to hardship in a typical 12-month period. We have examined
the records of one leading contractual plan Sponsor which issued 13,265 plans
in 1965. By December 31, 1966, 281 such plans had terminated with losses of
$62,200.00. Applying Professor Arkin’s factor of 459, this would mean that
126 plans were liquidated due to hardship reasons, with aggregate losses of
$28,000.00 which represents under 1% of the plans considered.,

Q-9. How can Prospective purchasers of mutual fund plans be made
effectively aware of the existgnce of level lqad voluntary plans so that

tractual plan and which usually accompanies the sponsor’s Drospectus, g
description of the voluntary plan offered with respect to the shares of that mutual
fund. For instance, I enclose a prospectus of my company, First Investors Cor-
poration, with respect to the shares of Fundamentai Investors. You will'note that




