
 

Mutual fund share classes continue to be a focus of regulators.  If a client has a long term investment horizon, C Shares 

are not considered appropriate for the client. If you have a long term investor and you are selling them C Shares you 

have to have a solid rationale for selecting C Shares over A Shares.  Please use FINRA’s fund analyzer tool at  

https://tools.finra.org/fund_analyzer/  to provide support documentation to go with that rationale.  Alternate to 

bookmarking the link above, you can browse to it from the home page>Staying Compliant>Compliance 

Resources>Mutual Fund Expense Analyzer. 

SAI has a variety of reports that they run, one of these tracks seasoned C share holdings, indicating the length of time 

the position has been held.  Regulators use the same type of program and we believe in the future we may see 

regulators take a similar stance with C Shares that we recently saw with 12B1 fees.  If they deem the compensation to 

the rep excessive they may seek reimbursement to the client. 

SAI prohibits the purchase of Class C Shares in 529 Plan accounts when the beneficiary is 12 years old or younger unless 

the fund family offers a Class C Share that automatically converts to a Class A Share after a specified period of time.   

Regardless of age, the share class selected must be suitable based on the amount being invested, anticipated time 

horizon of the investment, and sales charge reduction or Net Asset Value (“NAV”) provisions as detailed in the Plan 

Disclosure Statement or Program Description.   

With the availability of multiple classes of shares, the mutual fund selection process has become more complex.  Share 

class selection must be appropriate based on the circumstances known at the time of the sale.  You must discuss mutual 

fund share class information so that your clients can understand and evaluate the multiple-class structure.  You should 

provide full and fair disclosure to your client and your recommendations to the client must be suitable.  Signed Mutual 

Fund Share Class Disclosure forms help document that you have provided full and fair disclosure. 

When an account’s mutual fund positions in Class A or Class C shares exceeds $50,000, the Mutual Fund Share Class 

Disclosure Form must be completed by at least one natural person associated with the account.  In the event a natural 

person has more than one account, the form is only required to be completed by the natural person once.  For those 

who were previously at NPC, please note the difference in requirements, you no longer need one per registration, just 

one per natural person.  If the only account is a joint account, you are only required to obtain signatures from one party, 

although it is always best practice to obtain both. 

Over time, due to investment returns, a customer’s household investing in Class A and/or C mutual fund shares may 

cross the $50,000 threshold referenced above.  When this occurs, the Mutual Fund Share Class Disclosure form should 

be completed when the next purchase transaction occurs (excluding automatic dividend re-investment plans) 

Mutual Fund Share Class Disclosure Form is not required for purchases made in ‘wrap accounts” and they are also not 

required for variable life products and variable annuity products. 

 

As always, if you have any questions regarding Share Class policies or procedures, please reach out to our office. 
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