MSME ACT 2006

Lecture-3
1.Advisory Committee
The Central Government shall, by notification, constitute an Advisory Committee consisting of
the following members, namely:—
(a) the Secretary to the Government of India in the Ministry or Department of the Central
Government having administrative control of the small and medium enterprises who shall be the
Chairperson, ex officio;
(b) not more than five officers of the Central Government possessing necessary expertise in
matters relating to micro, small and medium enterprises, members, ex officio;
(c) not more than three representatives of the State Governments, members, ex officio; and
(d) one representative each of the associations of micro, small and medium enterprises, members,
ex officio.
(2) The Member-Secretary of the Board shall also be the ex officio Member-Secretary of the Advisory
Committee.
(3) The Central Government shall, prior to classifying any class or classes of enterprises under
sub-section (1), obtain the recommendations of the Advisory Committee.
(4) The Advisory Committee shall examine the matters referred to it by the Board in connection with
any subject referred to in section 5 and furnish its recommendations to the Board.
(5) The Central Government may seek the advice of the Advisory Committee on any of the matters
specified in section 9, 10, 11, 12 or 14 of Chapter IV.
(6) The State Government may seek advice of the Advisory Committee on any of the matters
specified in the rules made under section 30.
(7) The Advisory Committee shall, after considering the following matters, communicate its
recommendations or advice to the Central Government or, as the case may be, State Government or the
Board, namely:—

(a) the level of employment in a class or classes of enterprises;



(b) the level of investments in plant and machinery or equipment in a class or classes of enterprises.
(c)The need of higher investment in plant and machinery or equipment for technological
upgradation, employment generation and enhanced competitiveness of the class or classes of
enterprises;

(d) the possibility of promoting and diffusing entrepreneurship in micro, small or medium
enterprises; and

(e) the international standards for classification of small and medium enterprises.

2.Memorandum of micro, small and medium enterprises.—(1) Any person who intends to
establish,—

(a) a micro or small enterprise, may, at his discretion; or

(b) a medium enterprise engaged in providing or rendering of services may, at his discretion; or

(c) a medium enterprise engaged in the manufacture or production of goods pertaining to any
industry specified in the First Schedule to the Industries (Development and Regulation) Act, 1951 (65

of 1951), shall file the memorandum of micro, small or, as the case may be, of medium enterprise with
such authority as may be specified by the State Government under sub-section (4) or the Central
Government .

under sub-section (3):

Provided that any person who, before the commencement of this Act, established—

(a) a small scale industry and obtained a registration certificate, may, at his discretion; and

(b) an industry engaged in the manufacture or production of goods pertaining to any industry
specified in the First Schedule to the Industries (Development and Regulation) Act, 1951 (65 of

1951), having investment in plant and machinery of more than one crore rupees but not exceeding ten

crore rupees ,shall within one hundred and eighty days from the commencement of this Act, file the
memorandum, in accordance with the provisions of this Act.

3.Measures for promotion and development.—The Central Government may, from time to time,
for the purposes of facilitating the promotion and development and enhancing the competitiveness of
micro, small and medium enterprises, particularly of the micro and small enterprises, by way of

development of skill in the employees, management and entrepreneurs, provisioning for technological



upgradation, marketing assistance or infrastructure facilities and cluster development of such
enterprises with a view to strengthening backward and forward linkages.

4.Credit facilities.—The policies and practices in respect of credit to the micro, small and medium
enterprises shall be progressive and such as may be specified in the guidelines or instructions issued by
the Reserve Bank, from time to time, to ensure timely and smooth flow of credit to such enterprises,
minimise the incidence of sickness among and enhance the competitiveness of such enterprises.

5. Procurement preference policy.—For facilitating promotion and development of micro and

small enterprises, the Central Government or the State Government may, by order notify from time to
time, preference policies in respect of procurement of goods and services, produced and provided by

micro and small enterprises, by its Ministries or departments, as the case may be, or its aided
institutions

and public sector enterprises.

6.. Grants by Central Government.—The Central Government may, after due appropriation made
by Parliament by law in this behalf, credit to the Fund or Funds by way of grants for the purposes of this

Act, such sums of money as that Government may consider necessary to provide.

DELAYED PAYMENTS TO MICRO AND SMALL ENTERPRISES
7.Liability of buyer to make payment.—Where any supplier supplies any goods or renders any

services to any buyer, the buyer shall make payment therefor on or before the date agreed upon
between him and the supplier in writing or, where there is no agreement in this behalf, before the
appointed day:

Provided that in no case the period agreed upon between the supplier and the buyer in writing shall
exceed forty-five days from the day of acceptance or the day of deemed acceptance.

8.Date from which and rate at which interest is payable.—Where any buyer fails to make
payment of the amount to the supplier, as required under section 15, the buyer shall, notwithstanding

anything contained in any agreement between the buyer and the supplier or in any law for the time
being in force, be liable to pay compound interest with monthly rests to the supplier on that amount



from the appointed day or, as the case may be, from the date immediately following the date agreed
upon, at three times of the bank rate notified by the Reserve Bank.

9.Composition of Micro and Small Enterprises Facilitation Council.—(1) The Micro and Small
Enterprise Facilitation Council shall consist of not less than three but not more than five members to be
appointed from amongst the following categories, namely: —

(i) Director of Industries, by whatever name called, or any other officer not below the rank of

such Director, in the Department of the State Government having administrative control of the small
scale industries or, as the case may be, micro, small and medium enterprises; and

(ii) one or more office-bearers or representatives of associations of micro or small industry or
enterprises in the State; and

(iii) one or more representatives of banks and financial institutions lending to micro or small
enterprises; or

(iv) one or more persons having special knowledge in the field of industry, finance, law, trade or
commerce.

(2) The person appointed under clause (i) of sub-section (1) shall be the Chairperson of the Micro and
small enterprise facilitation council.

3) The composition of the Micro and Small Enterprises Facilitation Council, the manner of filling
vacancies of its members and the procedure to be followed in the discharge of their functions by the
members shall be such as may be prescribed by the State Government.

10. Reference to Micro and Small Enterprises Facilitation Council.—(1) Notwithstanding

anything contained in any other law for the time being in force, any party to a dispute may, with regard
to

any amount due under section 17, make a reference to the Micro and Small Enterprises Facilitation
Council.

(2) On receipt of a reference under sub-section (1), the Council shall either itself conduct conciliation
in the matter or seek the assistance of any institution or centre providing alternate dispute resolution
services by making a reference to such an institution or centre, for conducting conciliation and the

provisions of sections 65 to 81 of the Arbitration and Conciliation Act, 1996 (26 of 1996) shall apply to



such a dispute as if the conciliation was initiated under Part Il of that Act.

(3) Where the conciliation initiated under sub-section (2) is not successful and stands terminated
without any settlement between the parties, the Council shall either itself take up the dispute for
arbitration or refer it to any institution or centre providing alternate dispute resolution services for such
arbitration and the provisions of the Arbitration and Conciliation Act, 1996 (26 of 1996) shall then apply
to the dispute as if the arbitration was in pursuance of an arbitration agreement referred to in
sub-section (1) of section 7 of that Act.

(4) Notwithstanding anything contained in any other law for the time being in force, the Micro and
Small Enterprises Facilitation Council or the centre providing alternate dispute resolution services shall

have jurisdiction to act as an Arbitrator or Conciliator under this section in a dispute between the
supplier

located within its jurisdiction and a buyer located anywhere in India.

(5) Every reference made under this section shall be decided within a period of ninety days from the
date of making such a reference.

11.Application for setting aside decree, award or order.—No application for setting aside any

decree, award or other order made either by the Council itself or by any institution or centre providing

alternate dispute resolution services to which a reference is made by the Council, shall be entertained
by any court unless the appellant (not being a supplier) has deposited with it seventy-five per cent. of
the amount in terms of the decree, award or, as the case may be, the other order in the manner
directed by such court:

Provided that pending disposal of the application to set aside the decree, award or order, the court
shall order that such percentage of the amount deposited shall be paid to the supplier, as it considers
reasonable under the circumstances of the case, subject to such conditions as it deems necessary to
impose.

12.. Appointment of officers and other employees.—(1) The Central Government or the State
Government may appoint such officers with such designations and such other employees as it thinks fit
for the purposes of this Act and may entrust to them such powers and functions under this Act as it
may deem fit.

(2) The Officers appointed under sub-section (1) may, for the purposes of this Act, by order require

any person to furnish such information, in such form, as may be prescribed.



13. Penalty for contravention of section 8 or section 22 or section 26.—(1) Whoever
intentionally contravenes or attempts to contravene or abets the contravention of any of the provisions
contained in sub-section (1) of section 8 or sub-section (2) of section 26 shall be punishable—

(a) in the case of the first conviction, with fine which may extend to rupees one thousand; and
(b) in the case of second or subsequent conviction, with fine which shall not be less than rupees
one thousand but may extend to rupees ten thousand.

(2) Where a buyer contravenes the provisions of section 22, he shall be punishable with fine

which shall not be less than rupees ten thousand.



