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Please do not redistribute without permission. 
 
The objective of this document is to walk you through the steps of learning about the expense 
ratios and other costs of each fund offered by Fidelity. 
 
Disclaimer: Information provided in this document may be incorrect. The author assumes no 
liability for any damage that may be caused.  This guide is distributed at no cost to the user.  
Neither the author nor Tony Lima Associates will assume any responsibility for damages that 
may be caused. 
 
Background 
 
This is the website where you can learn about how the Chancellor’s office will steal your 403(b) 
and hand it over to Fidelity.  This does not apply to funds that do not “map” to a Fidelity fund 
offering.   
 
Getting Started 
 
Point your browser to https://nb.fidelity.com/public/nb/calstate/home and you’ll see this: 
 

 
 

Click “Plans and Investments” from the main menu. 
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Ignore this scary warning.  (But if you read it, notice there’s no mention of “mapping.”) 
 

 
 

You’ll see this.  Click the link to California State University 403(b) Plans. 
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Find a Fund 
 
You’ll see the Plan Details screen.  Click the Investment Options tab. 
 

 
 
The Target Date Funds and Index & Actively Managed Funds areas are the only two that include 
specific mutual funds.  Click the “+” sign under Index & Actively Managed Funds, then scroll 
down a bit until you see this: 
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Fund Details 
 
Click the name of the first fund circled in red above.  This will open a new browser window even 
if you have set your preferences to open new links in a new tab,  Here’s what you’ll see: 
 

 
 
Some Basic Finance 
 
The three items in red are what you’re looking for.  The gross expense ratio is 0.64%.  The net 
expense ratio is 0.39%.  And the turnover rate is 806%.  Let’s take a minute to unpack those. 
 
The net expense ratio is the annual reduction in the rate of return you will earn on this fund.  
For example, if the fund’s overall rate of return was 2.15% the fund would pay you  
2.15% – 0.39% = 1.76%.  This is kind of important. 
 
The turnover rate is the number of times per year the portfolio is completely replaced.  The 
higher the turnover rate, the larger the expenses created by trading (brokerage fees and 
commissions).  This fund turns over 8 times per year, a very high number. 
 
The difference between the gross and net expense ratios can be created by a number of 
factors.  Some funds set a maximum expense ratio in their prospectus.  Others have a fee 
waiver.  To figure out what’s causing the difference we’ll need to look at the prospectus.  
Patience.  We’ll get there soon enough. 
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Fund Fees and Expenses 
 
To learn more about this, click the Fees & Pricing “tab” like this: 
 

 
 

Here’s what you’re looking for: 
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Mutual Fund Jargon and More Expenses 
 
[Update April 30 2:30 pm GMT-8: Clarified the definitions of the gross and net expense ratio.  
Added examples. Also reorganized and rewrote the section explaining expense ratios and sales 
fees.] 
 
The difference between the gross and net expense ratios can be created by a number of 
factors.  Some funds set a maximum expense ratio in their prospectus.  Others have a fee 
waiver.  In this case, we'll need information from the prospectus to do the calculations. 
 
You also need the prospectus to find out about 12b-1 and other sales fees. To get there, click 
the link in the summary window.  (If you can't see this link, drag the right side of the window to 
make it larger.) 
 

 
 

 
Clicking that link will open another new window.  And you may run into problems. 
 
Working With Several Monitors 
 
If you only work with a single screen, skip this section.  But I use a Macbook for most of my 
work.  I’ve attached a 23 inch external monitor that I’ve set up to be the main screen. 
 
The problem is that the prospectus may not display properly on a secondary monitor.  To 
actually see it, I had to drag the window onto my Macbook’s screen. 
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For all I know, this problem is unique to me.  But it’s worth a mention if it saves a few of you 
some work. 
 
The Prospectus 
 
In the U.S. the Securities and Exchange Commission (SEC) is in charge of regulating mutual 
funds.  That agency specifies some specific aspects of the prospectus.  Of particular interest is 
the requirement that expense ratios and sales charges must appear at the beginning of the 
document.  That makes things a little easier, but only a little.  Here’s the Black Rock prospectus: 
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Scroll down until you see this: 
 

 
 
First, note that there are (apparently) no distribution or service fees.  Second, the fund is paying 
interest which is consuming 0.24% of their annual return.  That may mean they have issued 
debt to create leverage.  Without going into details that increases risk.  You can find out by 
clicking the Annual Report link, scrolling down and looking for the link to the Statement of 
Assets and Liabilities.  To make this user guide manageable, I’m not going to walk through that.  
I will, however, say that the interest expense is worth worrying about even if you don’t want to 
investigate it. 
 
[Update April 30 2:30 pm GMT-8: Clarified the definitions of the gross and net expense 
ratio.  Added examples.] 
 
Management Expense is already included in both expense ratios.  But now we can see how the 
gross and net expense ratios are calculated.  The gross expense ratio (0.64%) is the sum of the 
Management Fee, Interest Expense, and Other Expenses (0.35% + 0.29%).  The net expense 
ratio (0.39%) is the Management Fee plus Other Expenses plus the (negative) Fee Waivers 
(0.35% + 0.05% – 0.01%). 
 
And we don’t have any information about sales charges and 12b-1 fees.  (Note that Black Rock 
does not charge any of these fees. In fact, none of the funds I looked at charge any sales fees.  
Two charge redemption fees of 2% if you sell your shares within 60 or 90 days of purchasing 
them.) The following example is, therefore, hypothetical.  But note that some funds offer 
several classes, largely used to separate groups of customers.  The William Blair Small-Mid Cap 
Growth Fund Class I fund charges no fees.  But their Class N fund charges a 0.25% 12b-1 fee. 
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These funds are bound by their contracts, so there won't be any immediate changes.  But they 
can always shut a fund down.  Beware funds that have an inclination to charge these fees. 
 

 
 
In the jargon of mutual funds, sales charges are called the load.  A front-end loaded fund 
charges a sales commission when you buy shares in the fund.  A back-end loaded fund charges 
the commission when you sell the shares.  A 12b-1 fee is usually called a distribution fee.  In 
reality, it’s just another sales charge. 
 
Loads and 12b-1 fees reduce the number of shares your money can buy.  Suppose there is a 2% 
front-end load.  If you have $10,000 available to buy fund shares, you will actually get 
$10,000 x (1 – 0.02) = $9,800 worth of shares. 
 
This is not good!! Economists and financial advisers usually recommend only considering no-
load funds.  Those funds have a sales commission of 0.00%.  Your $10,000 will actually buy 
$10,000 worth of shares.  But beware of the 12b-1 fee. 
 
Search The Prospectus 
 
If you want to be very sure about sales, distribution, and other fees, you can search the 
prospectus fairly easily.  Click anywhere in the prospectus window then press Ctrl-F (Windows) 
or z-F (OS X).  On most browsers that will open a search box that lets you search the current 
page.  In this case, the “page” is the prospectus.   
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I use Firefox.  Here’s what the search box looks like. 
 

 
 
Type 12b and press enter. 
 

 
 
Sure enough, the 12b-1 we saw earlier shows up.   
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Click the down button to find the next instance. 
 

 
 
When you find yourself looking at the first instance of 12b, you’re done.  Now do the same 
thing with “sales” “distribution” and “fee.” Remember, you’re looking for any fees that the fund 
may be trying to hide. 
 
Conclusion 
 
I hope this has been useful.  When you find mistakes, please let me know. 
 


