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TOTAL EXPENSE RATIO–CHANGE AND DISCLOSURE1 

1.  It  is  observed  that  there  are frequent  changes carried  out in  Total  Expense  Ratio (TER) and 
such changes are not prominently disclosed to investors. In order to bring uniformity in disclosure of 
actual TER charged to mutual fund schemes and to enable the investor to take informed decision, the 
following has been decided: 

a.  AMCs shall prominently disclose on a daily basis, the TER of all schemes under a separate 
head –“Total Expense Ratio of Mutual Fund Schemes” on their website in downloadable 
spreadsheet format as per Annexure A. 

b.  Any change in the base TER(i.e. TER excluding additional expenses provided in Regulation 
52(6A)(b) and 52(6A)(c) of SEBI (Mutual Funds) Regulations, 1996) in   comparison   to   
previous   base   TER   charged   to any   scheme   shall   be communicated  to  investors  of  
the  scheme  through  notice  via  email or SMS  at least three working days prior to effecting 
such change. (For example, if changed TER is to be effective from January 8, 2018, then 
notice shall be given latest by January 2, 2018, considering at least three working days prior 
to effective date). Further,  the  notice  of  change  in  base  TER  shall  be  updated in  the  
aforesaid section of website at least three working days prior to effecting such change. 

However, any decrease in TER due to decrease in applicable limits as prescribed in 
Regulation 52 (6) (i.e. due to increase in daily net assets of the scheme) would not require 
issuance of any prior notice to the investors. Further, such decrease in TER shall be 
immediately communicated to investors of the scheme through email or SMS and uploaded 
on the website in terms of clause (a) above. 

c.  The above change in the base TER in comparison to previous base TER charged to the 
scheme shall be intimated to the Board of Directors of AMC along with the rationale 
recorded in writing. 

d.  The changes in TER shall also be placed before the Trustees on quarterly basis along with 
rationale for such changes. 

2. SEBI  circular SEBI/IMD/CIRNo.5/126096/08  dated  May  23,  2008, and  SEBI Circular 
CIR/IMD/DF/7/2013dated  April  23,  2013, inter-alia, have prescribed  the formats   for Scheme   
Information   Document and Placement   Memorandum respectively, wherein, the following is 
mentioned under the head “ANNUAL SCHEME RECURRING EXPENSES”: 

“The mutual fund would update the current expense ratios on the website within two working days 
mentioning the effective date of the change.” 

In  partial  modification  to  the  aforesaid  circulars the  above provision has  been substituted by the 
following: 
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“The mutual fund would update the current expense ratios on the website at least three working days 
prior to the effective date of the change. Additionally, AMCs shall provide  the  exact  web link  of  the  
heads  under  which  TER  is  disclosed  in  their website.” 

3.  This circular shall be applicable – (i) immediately for new schemes to be launched on or after the 
date of this circular and (ii) for all the existing schemes with effect from March 1, 2018. 

4.  This circular is issued in exercise of the power conferred under Section 11 (1) of the Securities 
and Exchange Board of India Act 1992, read with the provision 77 of SEBI (Mutual Funds) 
Regulation, 1996 to protect the interests of investors in securities and to promote the development 
of, and to regulate the securities market.  
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Disclaimer : The information in the Info Capsules is developed according to the information 
available in public domain and for academic purposes only. Any person wishing to act on 
the basis of this document should do so only after cross checking with the original source. 


