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A Glimpse on the Guidelines for Foreign Joint Ventures in Bangladesh

1.Introduction

On November 20, the Bangladesh Bank issued the Guidelines for Foreign Joint Ventures in
Bangladesh to banks and related parties. This article infroduces the outline of the guidelines.

Non-resident individuals, resident foreign nationals, and companies not incorporated in
Bangladesh are under an obligation to report to Bangladesh Bank when establishing any business
presence, such as a branch, liaison, or representative office, for activities of a trading, commercial,
or industrial nature in Bangladesh. Although there are rules, regulations, guidelines like Foreign
Exchange Regulation Act (FERA), 1947, Foreign Exchange Transactions-2018 (GFET) etc. in place,
dealing with such business operations, but in practice it is often observed that Joint
Ventures/Consortiums/Associations (herein after referred to as the "JVCASs”) with foreign partners
involved especially in government development projects offen demonstrate inconsistencies in
reporting activities, financial preparation, cross-border fransactions, profit remittances, tax payments,

and returns.

2. Establishment and Reporting

Entities with non-resident partners forming a JVCA must obtain permission from the Bangladesh
Investment Development Authority (BIDA) and/or from other relevant authorities, if applicable. A
valid contract must be signed among the JVCA partners or any related entity under the concerned
project office. Additionally, JVCA entities are required to notify the Foreign Exchange Investment
Department (FEID) of Bangladesh Bank through their Authorized Dealers (ADs) within 30 days of
obtaining BIDA or other relevant permissions. The activities of the JVCA must align strictly with those
approved in the BIDA permission letter. Furthermore, JVCA entities must acquire TIN, BIN, and VAT
certificates as mandated by the National Board of Revenue (NBR) and ensure regular submission of

income tax returns.

3. Banking Transactions

A JVCA entity must maintain a bank account with a nominated AD branch of a scheduled bank
in Bangladesh, using the name and title specified in the work order. All inward and outward
remittances, as well as payments payable or receivable abroad, must be executed, monitored, and
reported to Bangladesh Bank through the nominated AD. Payments against the work order must be
credited to the JVCA's account. Deposit accounts, including those with the nominated AD and other
banks, must be non-interest-bearing.

e Local Currency Account
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JVCAs may open local currency accounts in different branches of the same or other banks, subject
to obtaining an NOC from the nominated AD and adhering to KYC and AML/CFT standards. Any
opening, closure, or status change of these accounts must be notified to the FEID and the concerned

office of Bangladesh Bank through the nominated AD.

e Foreign Currency Accounts

For projects funded by foreign or international agencies, ADs may open foreign currency accounts
without prior Bangladesh Bank approval. These accounts may only receive funds from the relevant
agencies and cover expenses per the approved contract. They must be closed once the project is
completed, and all fransactions, through the ADs, are reported to Bangladesh Bank via statement

S-13 along with relevant schedule as outlined in GFET 2018.

e Bank Accounts Abroad
Opening bank accounts outside Bangladesh requires prior approval from FEID, Bangladesh Bank.

Transactions in such accounts must comply with the terms outlined in the permission letter.

¢ Additional Requirements

Encashment certificates and related documents must be preserved by the JVCA and the nominated
AD for future reference. Inward remittances through branch offices of JVCA partners are prohibited.
Upon project completion, the nominated AD must notify FEID, close the accounts, and follow

repatriation instructions for any residual funds.

4. Financial Reporting and Audits

JVCAs must prepare separate audited financial statements, including but not limited to balance
sheets, income statements, cash flow statements, and statements of changes in equity, in
compliance with Bangladesh Financial Reporting Standards (BFRS) and regulations of the Financial
Reporting Council (FRC). All locally generated income, whether deposited in domestic or foreign
accounts, must be recorded in the JVCA’'s books of accounts, with retained earnings clearly
presented under a dedicated account head in the balance sheet. Assets and liabilities in the
balance sheet cannot offset one another, and no transfer or adjustment enftries are allowed under
the “Capital and Partners’ Contributions” account head. Auditors are required to disclose related-
party transactions and ensure compliance with tax and accounting regulations, with all financial

statements accompanied by a Document Verification Code (DVC) for authenticity.

5. Borrowing and Financial Arrangements
Regarding borrowing and financial arrangements, any borrowing from resident entities must
comply with Bangladesh Bank regulations and any relevant circulars published by the same. Local

branch offices of foreign partners may provide loans to the JVCA subject to surplus availability and
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proper disclosures. JVCA partners may also provide interest-free working capital loans based on
project needs, which must be reported to the Foreign Exchange Investment Department (FEID)

through AD banks upon disbursement.

6. Profit Repatriation and Outward Remittance

Outward remittances of profits to foreign partners or collaborators require prior approval from
Bangladesh Bank, with applications submitted by the nominated AD branch to the FEID along with
relevant documents. Profit repatriation or cash lending to a branch office of non-resident partners in
Bangladesh is prohibited without prior approval.

Moreover, payment for royalty, technical know-how, technical assistance, or franchise fees must
comply with instructions by BIDA. Outward remittances for purposes not specified in the GFET,
circulars, Import Policy Order, or BIDA guidelines also require prior permission from FEID. Additionally,
repatriation of residual amounts and borrowings from the head office of any JVCA partner are
subject to prior approval from Bangladesh Bank, with applications submitted to FEID along with the

necessary documents.

7. Other Regulatory Obligations

For machinery imports as capital without payment from Bangladesh, ADs must retain relevant
documents, including the Bill of Entry, and ensure compliance with the prevailing Import Policy Order.
AD banks must verify work permits of foreign nationals issued by BIDA or other authorities before
processing payments, with salaries and benefits disclosed in the audited financial statement notes.
JVCAs must comply with the Workers’ Profit Participation Fund (WPPF) requirements under the Labor
Act, 2006 and the rules thereunder, where applicable. Additionally, JVCAs and nominated ADs must

adhere to any further instructions issued by Bangladesh Bank.

2024 £ 11 A 12 AICEHShE=ELERHFER(1 A 14BH~12 A 11 B)/ Major
updates on Legislations in November 2024 & December 2024 (14th
November to 11th December)

Official Extraordinary Gazette Notification and other Circulars

Issue . . -
Title Issuing Ministr
Date J y
Ordinance No. 13, 2024.--Foreign Employment and Immigrants Mln_lstry of Law,
18-Nov . Justice and
(Amendment) Ordinance, 2024. . .
Parliamentary affairs
. . . . . . Ministr of Law,
Ordinance No. 12, 2024.--National Parliament Secretariat (Interim Special . y
18-Nov . . Justice and
Provisions) Ordinance, 2024. . .
Parliamentary affairs
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Ordinance No. 11, 2024.--The Ordinance to fix the maximum age limit for -
. . . . Ministry  of  Law,
direct recruitment in Government, Autonomous, Semi-Autonomous, Statutory .
18-Nov - . . . . Justice and
Government Authorities, Public Non-Financial Corporations and Self- Parliamentary affairs
Governing Bodies, 2024. y
19-Nov | S.R.O. No. 393-Act/2024/264-VAT. Ministry of Finance
No. 08.00.0000.041.22.007.20.35.--Regarding the decisions taken regarding
21-Nov | the 'National Savings Scheme' operated by the Government National Savings | Ministry of Finance
Department.
Number: 04.00.0000.421.53.044.24.354.--His Excellency the President has . A
21-Nov . . . . . Cabinet Division
kindly appointed the following persons as Election Commissioners.
Ordinance No-14, 2024.--International Crimes (Tribunals) (Amendment) Mln_lstry of Law,
24-Nov Ordinance. 2024 Justice and
' ' Parliamentary Affairs
No0.-04.00.0000.611.06.006.24.199.--Regarding  the formation of the
24-Nov | 'Advisory Council Committee on Reviewing the Labor and Business Situation | Cabinet Division
of Industrial Establishments in Beximco Industrial Park'.
27-Nov No. 40.00.00000.015.22.003.20(Part-2)-210.—Labour Act, 2006 Amendment | Ministry of Labour and
Committee Employment
. - Ministry of Labor and
27-Nov | No. 40.00.0000.016.18.002.24.—Soap & Cosmetics Minimum Wage
Employment
27-Nov S.R.O. . No.-400-Act/Income  Tax-54/2024.—Renewable Energy Tax Ministry of Finance
Exemption for 15 years
28-Nov S, R, O No0.-399-Act/2024.--Amendment of the ‘Capital Development | Ministry of Housing &
Authority (Allotment of Land, Plots, Space and Flats) Rules, 2024°. Public Works
Ordinance No. 15, 2024.--Rapid Increase in Supply of Electricity and Fuel Mm_lstry of Law,
28-Nov (Special Provisions) (Repeal) Ordinance, 2024 Justice and
P P ’ ' Parliamentary affairs
No. 1/VAT/2024.--Granting local trader level VAT exemption in the case of
02-Dec transfer or sale of capital equipment and parts imported at concessional rates | National Board of
from one warehouse licensed establishment to another warehouse licensed | Revenue (NBR)
establishment.
National Board of
03-Dec | S.R.O. No. 401-Act/Income-Tax-56/2024.—Repealed some SROs
Revenue (NBR)
03-Dec No. 41-VAT/2024.--VAT exemption for supply of goods or receipt of services | National Board of
for various USAID-funded projects in Bangladesh. Revenue (NBR)
Ordinance No. 17, 2024.--May be called the Bangladesh Law Officers Mln_lstry of Law,
08-Dec . Justice and
(Amendment) Ordinance, 2024. . .
Parliamentary affairs
10-Dec No. 58.00.0000.061.02.006.19-305.--Department of Narcotics Control | Ministry of Home
(Officers-Employees) Weapons Collection and Use Policy 2024. Affairs

Bangladesh Bank Circular

Issue .
Date Title
CIB Circular Letter No. 03: Registration fee for CIB online services, imposition and realization of service
14-Nov charges for CIB reports generated through CIB online system, penalties imposed on banks and Fls failed
to contribute batch monthly contribution in time and for disclosure of credit information contained in CIB
reports and exaction of money as penalties for these from banks/Fls concerned.
17-Nov | DOS Circular Letter No. 26: List of Holidays for the Year 2025
19-Nov FEPD Circular No. 31: Release of foreign currency against private travel entitlements by Licensed Money
Changers
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19-Nov | FEPD Circular No. 32: Submission of documents in support of import payments in advance, phase-out

FEID Circular No. 01: Registration of Agreements for remittances abroad against services received from

20-Nov International Service Providers by local companies running Star-rated Hotel Business in Bangladesh.

20-Nov FEID Circular No. 02: Guidelines for Operations of Business in Bangladesh by Joint
Ventures/Consortiums/Associations (JVCA) having foreign partner(s).

21-Nov FEPD Circular Letter No. 18: Export incentive/cash subsidy against export of agricultural and agro-

processed product

27-Nov | BRPD Circular Letter No. 50: Loss from exchange rate fluctuations during settlement of import liability

27-Nov | FEPD Circular No. 33: Cash incentive against export of leather and leather goods

27-Nov | BRPD Circular No. 15: Master Circular: Loan Classification and Provisioning.

28-Nov | FEPD Circular No. 34: Submission of monthly statement of buyer's credit

01-Dec | FEPD Circular No. 35: Import of Capital Machinery on Usance Term
01-Dec | BRPD Circular Letter No. 52: Rationalization of Interest Rate on Credit Card

03-Dec | DFIM Circular Letter No. 36: Loan/Lease Classification and Provisioning.

04-Dec | DFIM Circular Letter No. 37: Master Circular: Loan/Lease Classification and Provisioning.

FEPD Circular No. 36: Export subsidy with bond/duty drawback facility against export of Footwear and

05-Dec bag made of Synthetic & Fabrics
FEPD Letter No. FEPD(LDA)/147(1)/2024-6935: Discontinuation of submission of Wage Remittance
09-Dec
related statements to Bangladesh Bank.
ZERA

W BT ClE, BB T 2 2O EBOMERSC L B —, EAZKICET 5 T, EHERITUIRET 2
TR, BAGECOfEE., FEEHOHE, FhE Tl RASK-TEBY 7,

Bl 21X, BRIV T, BREDO ZFFICh o2 —EARNEZMF L, BAMY 2 ZREL B
DET, oM, BRI E OGN BEBIORNWETYH, B LI TREWZZT £,

Fio, FEOEDFTPHBIFEIZONWT, N7 77 v aDIEFICESDOTREO TIEEZRF LIz &
I BRI, ESHESCEREE~OE YU v 7 EOERE L K-> TBY £9,
MRAGEE Fex 2 Lo
i, REOEHT Fhix & Lz
SE 7 & BLHE NI L7y
FHE L TV DRI OWT, SNERHIN S 2 a8 L7z
RO —HNF =7 &2 LT LW
R EEERR L TR LW
FEE DA N T A T AOFINZ DV TR L7z
PEEBEMIE LTV, ED X icEDIE v
G N T TR BRI LT
BRI L CW DS FEBIT OV — B AR 8 5
EBICET 2 FRITAROBSAOEBH N EEET 523, BIHITOHR— 2R LV, etc....
EWVote )i, lx DR LICBREY 22 L P TR0 £, ERMICAEL D, ZREERSL B 2—,
BEHAZIZCO LT 2HNBEEORE L2 L, BRRICBHAEEa,

SN N N N N N VA N NN

8 © TNY Legal Bangladesh Ltd. All rights reserved.



TNY Legal Bangladesh Newsletter No. 30

#mEE 252/ Editor's Note
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In the urban areas of Dhaka, dogs freely roaming around are a
common sight. On the other hand, cats seem to be fewer in number
compared to dogs. Some people own dogs, and it is not unusual to
see large dogs being walked in the mornings. There are also many |
kinds of birds in the city.There are sparrows, house crows, and starlings, *
as well as woodpeckers and kingfishers.

Afalx, 2024 412 A 11 HEAEDOERICEKES X £,
The iinformation in this Newsletter is the information as of 11th December, 2024.
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