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April 13, 2006.

The Chief Executive Officers of
All Primary (urban) Co-operative Banks

Dear Sir /Madam,

Distribution of units of Mutual Funds- UCBs

We have been receiving requests from banks and their Associations/ Federations

for marketing of units of Mutual Funds as agents. The matter has been examined

and it has been decided that primary (urban) co-operative banks (UCBs)

registered in states, which have signed MOU and those registered under the Multi-

State Co-operative Societies Act, 2002 may enter into agreements with Mutual

Funds for marketing their units subject to the following terms and conditions:

(i) The bank should act as an agent of the customers, forwarding the investors'

application for purchase/ sale of MF units to the Mutual Fund/ the Registrar

/ the transfer agents.

(ii) The purchase of MF units should be at the customers' risk and without the

bank guaranteeing any assured return.

(iii) The bank should not acquire such units of Mutual Fund from the secondary

market.

(iv) The bank should not buy back units of Mutual Funds from the customers.

(v) The bank holding custody of MF units on behalf of their customers should

ensure that its own investment, where permitted, and investments

belonging to their customers are kept distinct from each other.

(vi) With a view to ensuring better control, retailing of units of Mutual Funds

may be confined to certain selected branches of the bank.

(vii) The bank should comply with the extant KYC/ AML guidelines in respect of

the applicants.



2. UCBs may report the details of the tie-up together with a copy of the

agreement entered into with the Mutual Fund, to the respective Regional Office of

Reserve Bank within a period of ten days from the date of entering into the

arrangement.

3. Please acknowledge receipt of the circular to the concerned Regional

Offices of the Reserve Bank of India.

Yours faithfully,

(N. S. Vishwanathan)
Chief General Manager-in-charge


