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ML"IISTRY OFLA\VAt'ID JUSTICE 
(Legislative Department) 

Nn• Delhi, tire 16 tit June, 2006/Jyuistlra 26, 1928 (Saiul) 

The following Act o( Parliament recotv•d the asscm of the President on the 
16th June 2006, and is hereby published for general inform3tAon:­

THE MICRO. SMALLAND MEDIUM l:lNTERPRISES DEVELOP1vrENT 

ACT, 2006 


No. 27 o '006 

f16thJw:~ 2~.I 

Anl\ct to provid1; fol' facilitating the promotion und devdopm~mam! cnhancini:t 
I.he competitivenessofmicro, small and mediwn enterprises and li)r matters 
connC(;ted lh~v.ith or incidenw.J th1.'Tl:to 
Wllr.Rl:.Al> .J dc,l:.1rntinn as to cxpcJ1cn~y or C•Jntrol uf t:(r:.un •nJus,n~ by !he Union 

was made under s.-t1un' of!he lndu<ines (l)ewlL1pmcn1 nnd Rcgulu11on1 A<l, I '•51, 

,\SI; .\Hf.REA~ ii IS t.:"pcdient : ·'provide fllr J,!._ tlrtJilln~ 'hl· rromolJOn l\TlJ Jc.11clcpnh:nt 
and enh.momg tbe .:ompc111,.enc-.s o( mk:ro, lltll3l 11nd mcdn!lll cntorp;i.\cs and for 1nueu 
co-nncctcJ lhere\\-ith or incident.:.tf thereto 

l\r it enacted by Pnrllam~m in the ~1fly-scvcn1h Ye¥ ul 1hc Republil: 01 lndir, as 
follows:· ­

CIL.\YO:R I 

I. (I) This Act nt•y be called 1h~ Micro, Small and Mcdlu111 Fntcrprlse1 Devdupmcm Shon 1111< >11d 
.:\Cl. 2006. "'"~t~I 

(~)It •halkomc into fore< on "'1th daic as the Centre! Go•·cmm<"lllrn.ly, b> oot1f1a1 •1, 
appoint. and differont dates may be nppointcd for Jillcrenr pr~v..1ons ofthi• An and ~ny 
reference 111 aoy such provision 10 Lhc commenccmcm of this Acl ~hall be cunsrrued '" II 
reference t,1 the coming into furce of1ha1 provisio ~ 
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: . In !his Act, unless the CQmexl otherwise requ1res.­

(a) "Advisory Committee" means 1ne committee constuutcd by the Central 
Government under sub-sec1ion (2) ofsecuon 7: 

(I>) "appointed day" mean$ the day following 1mmcdla1ely aner the c•piry oflhe 
period of liftttndl)S ftom lhc day <lfaccepiance or the day ofdeemed acceptance of 
any goods or any services by a buyer from a supplier. 

E.:tplor.aliun.-For the purposes of this clause,­

(1) "the day ofaccep1nnce-' means,­

(al !he day of 1he aerual delivery of goods or 1he rendering of 
servic~s; or 

(h) where any objeetion is made in writing by 1he buyer regarding 
acceptance ofgoods or services wuhin fifteen days from the day or the 
delivery ofgoods or the Jendcring of services, the day on which such 
objec1ion is removed by lhc supplier; 

(ii) "the day ofdeemed acceptance" means, where no Objection ls made in 

"rnmg l>y the buyer regarding ~ccptance of good~ or >crvices wllhin fitlcen 

days from 1hc day ofthe delivery ofgoods or the rondcnng ofservices, 1he day 

or the actual delivery ofgoods or the rendering of~rvicc$; 


(cl "Board" means theNational Board for Micro, Small and Medium Enterprises 
c>tablishcd under section 3 

(d l 'buyer·· means whoever bu)~ any goods or receives any ..irvlces from a 
suppli1rr for consideration: 

1•) ·•emerpri~- means an 1ndll51riQI undcnak.ing or a buS1ncss concom or any 
01h~r es1ablishmen1, by wh•tcver name called, engaged ln 1hc manufacture or 
produc11on ofi!oodS, 111 &n)' manner, pcnaining 10 any industry specified in the first 
Schtdulc 10 the lndu>trics (Oevelopmenl and Rcgulalion) Acl, 1951 or engaged in 6s of 19sl 
providing or rendering ofany service or services 

\fl ·g Kods' means every kind of111ovablc prnpcny other than actlon3ble claims 
and money; 

Cg) mc<lium enterprise-means a11 cn1crprisc classified as such under sub-r.l•u•e 
(111) or cl•11s~ \11) or sub-clause (JI/) of clnusc (b) of ~ub-scc1ion (/)of 
scciloo 7, 

(II) "micro enicrprise" me.ins an onrcrpri~e classilicJ ""such under sub·clau.;e 
(I) ofclause: (a) or rub·d•use (1) ofclau..c (b) ofsub-sc.:lioo d) .,rsection 7· 

(1) "Natiannl Bonk" means the National Bank for Agrioulrurt and Rural 
Development cstJbllshed under sec1ion 3 of the National Ba,'k for Agriculrurc md 
Rural DenlopmentAct. 1981; 61 or IQSI 

(j) "notilka~iun" means a no1ificntion phbli,hcd in the Offkial Gazette; 


( O "prcs.:nbcd" means prescribed by rules made under 1ltis Act, 


(/) "Res<rvC Bank" means the Reserve Bank or India C<lllSlllUlcd under sec1ion 

3 ofthe kc!CTYC Billlk oflnJiaAcl. 1934, l of 1934 

(m) "small cnierprist" means an c11terprisc classilied as such under sub-clJuse 
(11) of clause (a) or sub-clause (i1) of clause (b) oi sub-section ( /) of 
section 7; 

(n) "mpplicr" meil\S a micro or sm.ill enterprise, "hich ~fileda memorandum 
w11h th.: ,,ulhotn)' referred lo io ;ub-scction (/)ofsection 8, and includes,­

(•) the Nltlonal Small Industries Corporation. lxmg a company "'!l"tcred 
unJcr1:1< CompanicsAc1, 1956; 1 01 IYS6 
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(ii) 1he Small lndustrics DcvelopmenL Corpora11011 ofa Sme or a Union 
1crritory, by whalcver name called, being a company registered under the 

l or 195;, Companies Act, 1956; 

(111) •n)' comprmy, co-operauvc sodecy, 1rus1 or a body, by whatever name 
called, regis1cn:d or constituted under any law for the umc ~mg in force and 
engaged in selling goods produced b)· micro or small e01crpnses and rendering 
services which are provided by >uch cmerpnscs, 

lo) "Smoll lndusmcs Rank" mean& the Small lndustric; Developntcnl Ban~ of 
India ci.iabli<hed undersub-secuon (/)ofsccuon 3 oflhe Small lndusrries l)cvclopmcnt 

39 or t~s~ Bank orJndia Act, 1989; 

(p) ~sra:eGovem.,,.,nf', m relation 10 .l Union tcrnil)ry, means Ilic Admini.in1or 
thereof appointed under anlclc 239 ofthe Cons111u11011 

CHAPTER II 

NATlOS"t. BOl\itO fOk MICRO. $\$!\It ~\l'l Mr.Plt:M E1'1"1 RPRl$E.s 

3. l/) With d'«l from'" ·h •L •itc l cr1n11 G1l\cmmcnt may, by notificauon, £s-11bl11bmi:ni 
of (\~a.rdappoint, there shall b..: ,,!Jhli<roc.l. t.1r r '" ,f1h1s A'!. a Soard to be kno"11 as the 

NMlonal Board for Mitro, Sniuil 1111<l Medium En1crprilc>. 

(2) The head office of1hc 13uard shall be at 1.Mhi. 

(J) The Board sho11 con>ist of1he following member>, nnmely:­

{a) tll< Minister inchargeofthe Minis:uyor Depi111l11ent of1~Cen!r.11 Go,..,mm•-nt 
having admmisltlllive control of the micro, small and medium cnlcrpriseswho shall be 
thee~ o/ficin Chairperson ofthe Board; 

(b) theMin1>1erofSl:itcora Deputy M1ni<ter, ifany. in the Minisiryor Der .men! 
ofthe Central Goverr.mcnth3vingadministr.itivc control ofthcrnicro,small and mcd1u1n 
enterprises who shall be t•x officio Vice-Chairperson ufthe Board, and where there is 
no such Minister ofS\Jlc or Deputy Minism, such person as <(lay be appointed by the 
Central Govemmtnt to be the Vice-Chairperson ofthe Board: 

\c) six Ministers of1he Stnte GovemmenlS having administrative conrrol ofthe 
dcpanmonlS ofsmall scale indu•trics or, as the case may be. micro, small 3nd medium 
enterprises, to be appoln1ed by the Centra I Government to represent such regions of 
the country as may be notified by 1h~Central Government in 1hi> behalf, ex offic10; 

(cf) three Members ofParluuncm of-.hom l\Olo shall be clectt'd by 1he House of 
tho People and one by 1he Council ofSu11es; 

(e) the Administrator of 1 Union territory to be appointed by the Central 
Go•cmmen~ ex officio; 

(/) the ~ecrcrary to the Govemmcnl of lndia in charge of 1hc M:nistry or 
Dcpanmcnt of the Ccn1ral Government having admintstrah.c cc.ntrol of the micro, 
small and medium enterprises, ex officio; 

(g) four Secretaries to the Government oflnd1a, to represent the M1nistricsoflht 
Central Government dealing with commerce and industry, finance, food processing 
industries. labour and planning tu be appoin1cd by the Central Government, ex officio; 

(h) the Chairman ofthe Board ofDirectoisof1he N'a1ional Rank. e.• offic10; 

(/) lhe Cliaim1an and managing direc1or of the Board ofOirecto~ of1he Small 
lndus1rics Oallk, r.< offlc/t>, 

(/)the Chairman. Indian Banks A~ ia1ion, ex officio; 

(k) one ofliccrof1hc Re~ervc Ban)<, not below the rankofan Executive Ducctor, 
to be appointed by the Central Government 10 represent the Reserve Bank: 
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( !) "'en!\' persons 10 represent the as•.x:ialions of mu;ro, small 3l!d rnediurn 
cnterpmc~. including not lffi than threeJ><l'WnS rrpreM!nting a"'odaJions ofwonicn'$ 
rntcrprises :tnJ not ICS!i th''" three pet5ons rep.rC"stnting assottation~ of micro 
enterpnl<:s, 10 be nf'P<•l11tcd by the Ccn\1111 Government, 

(111) thrc~ pcr"'M ufcm1nenct. one each trorn the field> oieconQmics. indu~try 
an1I science nnd t« hnology, noi less than one of whom ~hall be a woman, 10 be 
8J:'f"'in1cd by the Cenunl Guvcmment; 

(n) "'o represrnuti= ofCentral Irade Unto:l C>rganlwl=, 10 bti epp<>mtcd 
by the Ccnttal Go•'rfllmenl, and 

(o) or.e ,.fficer not below the ranlt ofJoie! Stcn:wy10 the Q('vcmmenr ortndl3 
m the Mint11r; ·OT Der111rtmcnt ofrhc Ccntnl Government huv,,.,garucinis!Iali• e cauml 
~fthe miITT1.11tU1il 1111d medium cn1crp11sc~10 be appointed by the Central Go~cmmenl, 
who •.h'1ll be 1he Mcm~cr-S•n•L•ry ofthe Board, o tifj'irui, 

t~l The tc"'I" nf ullke c·fihc mcmbcrsot'tbc Uoiml,othcr lhan "' ~Jfirlamcmb•rsof lhc 
!tn,11 J, the mZllllln' ul filling vacMcu·s, ond the procedure 10 be fc tinwea HI the di>eh111 gc of 
thei1 iun<li<'n' by the mmtbcts cf the Bo;ud, shall be sud>» mav be presrnbed. 

Provic'"'d t!ur !he 1cnnofofrte<: of"" tr ojfi.-1" mrmbcrr.'t"e Bo;ir.i h>ll continue so 
long as 'tc hulds lite oftlce by vonue ofwhi;h h: IS such• mem~• 

(.5) No<Kt Of procce.l111i;s oflh< Board s!ull ~ in•alid m=I> ~y re;non o( ~ 

(u) any Y3('4n.:)' in. or •n) Jefect in the const•luLao o' Ille Beard, or 

(b) MY def..:1 in th• .oppointm<nl «fo p.:ro;on ol<ling M ·' m1:mhcr ot the flGllrd, 
or 

(<')any 1rtrgula1i1y In tho pr!.'cedurc of lhc Do;irJ nol ollec1ing lhc meriu ofthe 
<."a;C. 

(Ill Tho A">rd sh>ll meet at !ell.SI once in c•ay •hrcc months In">'= 

c7) The R~rd ml)' omociale wilJt tL<elf, in such 11\lMcrand for sud1 piupescs as rt 
may deem n«essaiy, llllY person or p<"TS<YM whose a.ssisun.:c or advice 11 may desire tn 
comply me; wllll oll'Y oflhe J"D"J1ons ofthls Ae! and~ J'("Mn so mo.:!3lcd sholl b.I~c the 
r.ght 10 tnl.e pan m the ~;>Cusllol\S of tr• Ro•tJ rdcv:.nl to Ille pUl"f'DSC• foe ~·hich he ha.' 
hccn associated b111 •hall lll'I httvc 1hc nghl 10 '"I~. 

(8) \lii1h11u1 p1cjud1c.: I" ~ub->•"i:lion \7) the Ch.,il]U"on of th( llotUd >hnll, tor no1 
ks$ :han two of tho meetings of the B<':ard iro >ye.tr, invite ~u~h Mir,isters ..1the %Ile 
c;,.v.rmnenis h~ving admln1ma1iw control "r the dcpar1111cnu ofsmall scale indusu1i:s or, 
:IS the case m;iy be, the micro, '11\lllt and medi"m cntcrpr ises, or 1hcAdmi11istr11tors oi Union 
tcnotones and rcprcscnwth-es of s11<:h cthtr 2>soci;111ons o( miao, unall and m1·d1um 
cn1crpr~s."" 'ie ml)' dtcm n<"Ccss:uy fo: cafT)'ing out the Pll'l'OSt> of lhis Act 

(9) It is hereby dekarcd thJI lht office ofmc1ubCT ohhe B=d shall not disqu;lify its 
holder far being •h0sen tU, N for bc.n~ a member 01 c1thor llou~ of Parliament. 

J.:cn1a.. :a1 at 4. (/)The Cencr.11 CJcw.:nuncnt may rtmovc a tn<mbcr ofthe Board from It, ifh<'­
mcmbr1 lll'n1 

(a} i~. or .11 nny rime hos hoen, adjudged ns hm1lvc11t. orHo:uJ 
(h) Is, or become~. of unsound mind ond Mnnds so declared bye cornpct1•111 

coun, or 

(c) rerui.cs to act or becomes inc;tpablc of"'ting as amember ofthc Ro:uJ, or 

(d) h"" been convicted of an offence -.hich, tn the opmion of lh tcitr.I 
GO\'crnmen1.1n,olve5 moral lutp1rudc, or 

(c) has <o .1b~cd, in the opinion of1he Central Oovcmmem, his pn~1uon ,. ~ 
rnembu or 1he llosrd a' tn rendor his conunuanec in the Board de1rlmcnL11 :i1 rhr 
interests of1he gcncrw public. 
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(2) Notwlth!;1and1ng anytl1lni;con1ained In ~ulHcction (/),no rncmbershall be removed 
from bis office on Ille ,iTOUnds specified in clauses (c) to (c) 11flh~l sub·se•tlon unless he has 
been g1vrn a ruwnable oppMUmty ofbeing ck":lfd in the lltlller 

s. The Board shall,subjcct to the grnernl d 1t«ti"lll•'fthe Ccntntl Govommcnt. !IC• funn l'oncunu ar 
:111 or any of the following f11nctkms, 11nmcly· Oon1d 

(a) c:uunrne !ht factonaffectin_!! 1hc :iromouon and devclopmcnl of micro. smoll 
an.:! medium cnb:lprilc' and revre-w the policies and p-CtJ."lllllillCS of the Cenl"'­
Govcmmcnl 1n rcga1d lo facili1'lling 1he promotum aml d.-. o;menr illld et1h'1n':mg 
the compctitlvcness of$uch enterprises And the impntr thcn:of on ~•ch cn1.-ryirise~. 

(h) mn~c recommendations"" rnn'lc"T'l rcl'arrec •.o •n clau:.o (<1) or on any c>lh<r 
mauer refe;'."C<J1011 byL'x:CrntralG;:m:mmetllw!: .'• mL"!cqnn ,noflll:l1Govemment, 
is neccss:uyor ~1rnl for f!lc1htatmg the pr moi:onand dCl!Clopmcnl tuid cnh3'lcinjj 
the cornrot1uvcn.:.s.~oflhe macro, smal 11J1d mc~wm cm.:rpmcs. Blld 

(Cl lid Va~ lh" Ccn&r•I Go·1emr110111 Qn the U'O orihe Fund or Fun,Js C.OnHilutcd 
undrr section 12 

6. Sub,ec1 !O olhu provisions of thlS Atl, the ManbeNSc:c"CtWY rf lhc ll;o;u'd ~hall r_,, •!l:l 
exercise •uch P""'Cts and pcrform •uch iunct:ont as nu;r be ptt:senbc<l. '"'""'"" 1 

"1ecnbr:w • 
Sc•:rtlary <•f 
HonrJ 

CHAfTU.111 

C'&..M..'\lrtC'AilO~ QF t~"'TI:.VtU!iES. l\0Vl$0R"I. C'C.~c..ir-I7- ~i) \.~ _,.._ !t.-\.'"- '"' ,..,.. 

Ml< fHJt S:\! i\L.l At-.0 ~.u~Dnt\I P.-.lf.rt"I~ ' 

7. cI) Nc>twithstanding unything COllliltned m S<e(;on 1113 or lhc lndusincs ,.,,.,,f1rn "" 
(Development 111d Rcgaililf!on) "''· I95 I, !he Ccntnl Go>c:nmcn\ may, for lht- rurposes oi or<""''"'' c> 

1.h1s Au. by nc1ilka11on and hnang regard 1u the pr • .-isaons, wt>-•ecuons (.f) and (5), 

c!BSS1fy anyclu' or ct.,,scs ofcnt<rpnS<s, whcthl'r propnc!Of>htp. l!andu undlv1d-:d farr.tly, 

Jssociation ol persons. co-operuti~c soci<'ly, p.111nersh1p firm, company ur u11J~"king, b> 

whatever nanw cullcd,­

(o) <n lhe = oflhe cntcrpnm en;ll!l•d ir. thc m.mu .•c"1f~ "~ prod~.1i~n r..f 
!QCdS pcna1mng 10 any industry ~pce1f••d n 111.: Fartt "<:he •ulc I<.> 1hc 1lis:r~s 

65 •f 1?51 (Devclopmcm and Regufalh>n) Act IQ:I ',as 

( i) a mtcru enterprise, \Yhcrc !he: 1nves-1Tih:111111 rilil.ll' and nuH:h1nery d11c1.­
nt•I exceed t"o•cnl)•·li•c l!lkh rup«'$: 

(1o)nsm2U cn~isc. \lhcrclhe m\1"1tlmnt n ~ ~tundm:iduru:iyis lll!.rt 

1luin 1we111;-fivc h1kh rupees bul dQcs 1101 c1cccd lh·c crnrc rupees; or 

(iii) a medium cnterpriso, where tl1c m•e<tmcm in plam nnd mnchincry is 

more lhan fi"e crc>rc rupees but do01 nc>t exceed ten trore rupees; 

(b) on the ca.. 1fU1< <nlerpri= cn!lllged tn pro,i<fins or rrndcnng oh<!l!&<:e$, 
as­

(1) 3 micro <nterprisc, whero llo< rnvesunc11t lr1 <quipment dLi<s nut exceed 
ten lnkh ru~. 

(u) a small enterprise, where the rnvcsuncnt ln equipment 1\ more 1h;m «n 
lakh rup~ bul does not exccod two crorc rup« i.; er 

(Iii) a mcdmm <nlerprisc, wh<re the inv,,.tmcm 111 equipment is more than 
two trore rupees but docs not e"cced five crorc rupees 

Erpla11<Jlwn I.-For the rem<>val ofdoubt>, ot 1s hcreb) clonlic-d that 1n ~kulaung the 
1nv=ent in plant and machinery, the c0>t ot pollution cur.trnl, r=arch and dcvdopmem. 
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1ndus<rial safety devices and such other nems as may bc: specified, by no1ilicruion, shall be 
excluded 

Exp/1111ation 2.-11 is clarilied that Ute provisions of ~tion 298 of Ute Industries 
(Development and Regulation) Act, 1951, shall be: applicable 10 the en1crprises spcc11ied in 6S ol t951 
sub-elauscs (I) nnd (11) ofclause (a) ofsub-section ( /) of!his section. 

(l) The Cerunsl Govtrnmcru shall by notili~1ion, constitute an Advisory Comm1m:c 
coosisting orthc following members, namely.­

(11) the Secretary 10 the Govemmeflt onndla l111he Ministry or Department ofthe 
Cen1tal Go•1'rnmcnt having lldministnlrive con1rol ofthe ""1all and medium enlcrprises 
who shall bc: lht>Chail]lCrson, ex af!ie10, 

(b) nor more than five officers ofthe Central Governmem posses.sing necessary 
expcrusc in1113lkrs relatingto micro, smaII and medium cnu:rprises, members. u offu:w: 

(c) not more than three reprCSt'.ntatives of lhe Seate Governments, members, 
ex officio; and 

(d) one represeniauve each of the assoeiations of micro, small and medium 
enterprises, members, e.t officio. 

(J) The Membcr·Secretatyoflhc Board shall also be lhe ex of!ic10 Member-Secretmy 
ofthe Advisory Commlnec. 

(4) The Central Government shall, prior 10 classlfying any cl<Us orcl&SSC$ ofenterprises 
under sub-section(/), obtain lhc recommenclatioas ofthe Advisory Committee. 

(5) The Advisory Conuni11cc shall exam inc the ma11ers rcfem:d to it by the Board in 
connection with any subject referred lo In seclion Sand furnish l!S recommendations to the 
Board. 

(6) The Cen\1'81 Government may seek theadviceoftheAdvisory Committee on any of 
the matters specified in ~ection 9, I 0, 11 , 12 or I 4 ofChapterlV. 

(7) The Stale Govemmcnt may seek advice of the Advisory Committee on any ofthe 
maners specified in the rules mad• under section 30. 

(8)The Advisory Comminee shal~after oonsiderii1g the foUowingma11ers. communicate 
its recommen<!ations or advice to the C~ntral Government or, as the case may bo, Staie 
Government or the Board, namely:­

(a) the level ofemployment ln a class or cl•sses ofenterprises; 

(b) 1he level of investments in plant and machinery or equipment in a class or 
classes of enterprises; 

(c) the need of higher mvestmcnt in plant and rr.;dlincry or equipment for 
technolog1cal upgradation, employment gencra1ion and enhanced competitiveness of 
the class or classes ofenterprises; 

(d) the possibility ofpromoting and diffimng cnlreprencurship in micro, small or 
medium en1erprises; and 

(e) lhe tn1crnational swndards for classiftcatlnn ofsmall and medium t:nterprises. 

(9) No1Wi1hstanding any1hing contained in seclion 11 B oflhe Industries (Development 
nnd Regu Intion) Act, I95 l and clause (ii) ofsection 2 of the Khadi and Village Industries 6S or I9S I 
Commission Act, 1956, the Central Qo,.,mment may, whilcclass1fyinganyclassorclasscsof 61 or 1956 
enterprises under sub·sec1ion (/),VIII)'; from time to time, the clltcrion ofinves1ment and also 
consider crheria or standards in respect of cmp loymcnt or turnover of the enterprises and 
include in such classification lhe micro or tiny wterpris1!$ or the village enterprises, » p::lrt 
ofsmall enterprises 
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8. (/)An) pcr<0n v.oo intcmls to C$1.\blish.­

(a) a micro orsmall •n1orpmc. may, ~thisdi..,mion; or 

(b) 1 medium mtcrpt~tnpztd In providing or rendering of5enices l!Qy,at h1> 
d1scmnan. or 

(c) o medium cnlcf}'n~ eng~gcd tn lhc manufacture or producllon of good• 
pertaining to Ill)' industry SJ'CClficd in!he rinlSchedule IO the ln.J~ (Dc•tl<>pmcnl 

6S ol 19~1 and Rcgulation)Ael. 1951, 

shall tilo 1hc mc111<.1randum ormicro, :<m•ll or, u th• cMc may be, ofmedium cn1crprisc wilh 
•uch au1honty &\ m&} be •r>ecificd by the State Govi:mmcnc under sul>-~t1"n ( J) or the 
C"cncral G1"·tmm<nt undct sub-$(C1toa(J) 

Provided 1h11 any pcr1011 who, bcrorc the commencement ol 1h1s Acl, 
c.>lablhhcd 

(o) a snull scale lndll\lr) and obuuncd a rqituai1on cut1rica1c, may. 11 ht• 
dl.crcuon, and 

(/I) 1\11 indusll)· ••Pied in lhc l!Wlllfacruttor produttion ofgood• pcrtlm1ng l•J 
.1ny 1nduwy spttificd In Ille Finl $Chcdulc to the lndus11ws (DcHk>pmcnt and 

ft~ t1f l'J' I Rcgulo1ion) Act, I 9S I, h.1.-ing uwcstmcn1 in plant aod mn.:h1nc:I)' or more tltiln unc 
crr•re rupctl but no1 cxcccdlng ten crurt rupe-es 4nd. ln pursui.U1c:e of the no11fh:n11nn 
of lhc GO\tinmcn: of lnd11 il'l lhc cn1wt11le \lrn!Sll)' or lnJllill} ( llrpoutment ol 
lndU>U1:al Oc~lopmcnt)numbc:rS0 <1n(E).cbl«l l!>e 2Sthluly, 19911ilc.lln lnd11<1nal 
fn11cprencu1·s ;.1cmor&ndum, 

•hall "11h1n one hundred Wld clghl)" days from the comma-.c<nKOI of lh1s Ac•, me the 
memorandum, ID =r~::ntcI' lib 11'.r provhions of lhtS Act 

CJ) The fonn orIlle mctn0l'alldum, thcp<occ~fo~of1t.• lliing an.! orhcr manm 1ncidcn1;il 
t.btrclll shall be such .u 11"1)' be notiiicd by tho< Ccnu•I Go•cmn:tnl alter obuuniog 1ho 
rttollllTle1ldations oflb>: Ad'"UOI) Ccmm1ncc ill thl• ~hal! 

(.I) l he authority with "h1di lhe mcrtl(;rmdum wll be iiled~ • mo!d1um cnterprl•• 
6hall be such as may~ spc<:<ficd. h) notific-otion, by the Central Govcrnmcn1. 

(./)The SL>te Gowrnmor.t sl!:!ll, by ootifi•aiion, spe..-.f) 11'.c a:!lhcmy w11h "hich a 
m~roor >m:ill en1crp11sc mayfilcthememorJ.Odwn. 

tSl The aJ.ttl1ortt1esspl.'cilicd under sub-s«uM> (Jl and t·ft shall follow, ror the purposes 
orthis St'l~n. tiie pr.:>edllll! DOtifted by tbc Cm..'41 <iovmunmt under sub-~"Clion (!). 

OIAl'TER JV 

~11'.'Ml.1!.ES f-OA raOMOTI0.'1, DE\"tl.°"'1.'IT .......!) E'1!A.'~~I 01 


OCl\!l'EITmO:l<U-1 ~ )CCKO, 5'<A1.I. \_o,i) M!M.."I £>,~ 

'>.The Ccn1r1l Go,crnment ""'>-from um" tO time, for the purposes 11rr~cililalmg 
the promotion and dc~clopmcm and cnhanc1n~ lhe compeu11>cncn oi miero. s1n3ll ond 
mcJium cntcrpri~<S, pa.rtlcUl3rl)· or the micro and Srl'..all enterprise<, by way of 
development ofskill in :he cmplO)'CCJ, llWl&gcmcnl and cntrep?Cncurs, provi;iclning 
fM 1cchnolog1c~Iur£rada11on, morlettng auh1ance or infra.•tructure focilnics •nd ciusttr 
development of \Uch cnlerpnscs v.iih a \ <rV. lO slrcn~thcnlng backward and forwolrd 
hnka&cs, spc<tf}", by notilicauon, such programmes. gutddmc< or 1nmuccions, "' ti 
may deem lit. 

10, ll>c pohetc< anJ prDctic"' In respect of credit 10 the micro, <mnll und m<d1u1n 
entcrpmcuhall be progrc"1\-e and s.u:h as nay be specified in the guide hoes or 1n~io111 
1'5\ICJ by the RCStT•C Ban\, ftont1imc to rim<, IQ cnsutctimcly llld smooth Oow ofrrcJ1t 10 

!'.lcmo,.nJum 
of m1~t1.1. 
"'1411 &nJ 
mahu.m 
"'"'l'm<1 

Mc~nuc1 (nr 
JHOmo11on 
1nJ 
dc\clo;uecn1 

L'rcdll 
raci1111cs. 
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· such enterprises, minimise the incidence ofsickness among and enhance the competitiveness 
of such enterprises. 

n. 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. 


• . I 

12. There shall be constituted, by notification, one or more Funds to be called by such 

name as may be specified·in the notification and there shall be credited thereto any grants 

made by the Central Government under section 13. 


13. The Central Government may, after due appropriation made by Parliament by law in 

this behalf, credit to the Fund or Funds by way ofgrants for the purposes of this Act, such 

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


14. (1) The Central Government shall have the power to administer the Fund or Funds 

in such manner as may be prescribed. 


(2) The Fund or Funds shall be utilised exclusively for the measure·s specified in sub­

section(J) ofsection 9. 


(3) The Central Govemment shall be responsible for the coordination and ensuring 

timely utilisation and release ofsums in accordance with such criteria as may be prescribed. 


CHAPIERV 

DELAYED PAYMENTS 10 MICRO AND SMALL ENTERPRISES 

15. 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 t.'te 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 accc;rptance or the day of deemed 

acceptance. 


16. Where any buyer fails to make payment ofthe 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 bet from the date immediately following the date agreed upon, at three 

times ofthe bank rate notified by the Reserve Bank. 


17. ·For any goods supplied or services rendered by the supplier, the buyer shall be 

liable to pay the amount with interest thereon as provided under section 16. 


18. (1) Notwithstanding.anything contairied in any other law for the time being in 
force, any party to a dispute may, with regard to any amount due under section l 7, 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 ofany 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 shall apply to such a dispute as ifthe conciliation was initiated under 26 of 1996. 

· Parill~ ofthat Act. 
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(3) Where the conciliation initialed under sub-section (2) is not successful and srands 
tenninated without any settlement between the parties, the Council shall either Itself toke up 
the dispute for arbitration or refer it to any 1nstiturion or centre providing alrernare dispute 
r~olution services for such arbitration and the provisions oftheArbitration and C-Onciliation 

26 or 19~. Act, 1996shall then apply to the dispute as ifthe arbitration wasfa pursuance ofan arbitration 
agreement referred to in sub-section(/) ofsection 7 ofthat Act. 

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

(S) Every reference made under this section shall be decided within a period ofninety 
days rrom the date ofmaking such a reference. 

19. No application for setting aside any decree, award or or.her order madeeither by 
the Council itself or by any institution or centre providing alternate d isputc resolution 
services to which a reference is made by the Council, shall be entertained by any coun 
unless the appellant (not being a supplier) has deposited with it seventy-five per cent. ofthe 
amount in tenns of lhe decree, award or, as the case may be, lhe other order in the.manner 
directed by such court: 

Provided that pending disposal of the application to set aside the decree, award or 
order, lhc coun shall order lhatsuch percentage ofthe 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. 

20. The State Government shall. by notification, establish one or more Micro and Small 
Enterprises Facilitation Councils, at such places, exercising such jurisdiction and for suoh 
areas, as may be specified in the notification. 

21. (J) 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, namcly:­

(1) Director oflndustries, by whatever name called, or any other officer not 
below the rank ofsuch Director, in the Department of the State Government having 
administrative control ofthe small scale industries or, as the case may be, micro, small 
and medium enterprises; and 

(i1) one or more office-bearers or representatives of associations of micro or 
small industJ)' or enterprises in the State; and 

(Iii) one or more representatives of banks and financial institutions lending to 
mioro 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 (1) ofsub-section (I) shall be the Chairperson 
ofthe Micro and Small Enterprises Facilitation Council. 

(3) The composition ofthe Micro and Small Enterprises Facilitation Council, the manner 
offilling vacancies ofits members and the procedure to be followed in the discharge oftheir 
functions by the members shall be such as may be prescribed by the State Government. 

22. Where any buyer is required to get his annual accounrs audited under any law for 
the time being in force, such buyer shall furnish the following additional infom1ation in his 
annual statement ofaccounts, namely:­

(1) the principal amount and the interest due thereon (to be shown separately) 
· ' [' d fremammg unpaid to any supp 1er as at the en o each accounting year; 

Applic-11.tiOJJ 
for setting 
aside decree, 
award or ordet 

Establishment of 
Miao and $11\311 
En1crpnscs 
Fac11iuuion 
Council 

Composition 
of Micro and 
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~ncihtaticyn 
Council 

Requirement 
IO SP<Cil)• 
unpaid 1.moun.t 
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in tne annual 
st1ttcmc:ot of 
accounts. 
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{i1) the amowrtofintercsl p;1id by the bu)lcr in 1cnnsof section 16,along with the 

amount of lhc payment made to the supplier beyond the app0in1ed day dunng each 

accounting yror. 

'i11) the nmoum of interest due and payi)bl• for the l""riod ofdelay in making 
payment (which have been paid but beyond lhe ;1ppoint•d day during tl1c ye11t) but 
without adding tl1e interest specified under this Act; 

(fri the umount of inter= ~ccrucd and remaining unpaid at the end ofeach 
accounting yrar; and 

(v) the amount of further intcmt remaining due and pay£ble C\CO la the 
succceding)cats, unlll such date "hen the interest dues as :.ba,.,, a:e llCtually paid 10 

lh.:small entcrprlse, for the purposeofdisallowan« Madeducttblc expenditure under 
seaion23. 

:?3. No1wuh,1.mding anything con1ainetl m lhe Income-tax Act. 1961. tJi,· amoum of •l or f96t 
inlercs1 pa}ahle or paid by any buyer, undor or in accordOJtcc wilh Iha provision~ ol lhis Acl, 
shall nol, for the rurposes of <:omput&tlon of lncomt und<r 1hc lncurn•·UIJI ACI 1961 be 
allo"cd as deduciicn. 

24. ~ pro;·isions ofsections 15 10 23 sh3ll hn-.: effect notwilhswidmg an)'lhlng 
mcons1stcnt thcrc\\ith contained In any olher 14w for the lime being in force. 

25. Nc1wi1ll5bndin;: :111)11ung conbincd in lllly law for the time being m force, lhc 
Central Govemm(nl 1113)', with a view to facilii:.1ing dD5UtC ofbusinessby a micro, small or 
medium on!CtJlTllC, not being a companyregistered under lhc Companics • .\l::. l9S6, nolify a I or 19S6 
Scheme "1:hin one ycnr !Tom 1hc dareofcommencemen1 oflhisAct 

26. (/)The Ccnlral Go'cmrnem or the S~lc G~vcmmcnt ma>· appoint such officers 
w11h ;uch ddlgna1ions and such other employees as ii thinlcs fit fo: the purpose> of !his Act 
and m:.y cmrust co them such cf the po"crs and functions under !his Act as it ma)' dc:cm flL 

(2)Tbt Oflkcrs cppoint£d under sub-s.cuon (/)may, for the purposes ofthu Act, by 
order r<qulre any pmon to furnish such informailon, in such form, as inay be prescribed. 

27. (/) Whoever lmentlonally con1ravcnes or allcmpts to conuaven• or abets the 
t.ontravention of M)I .,r tho provisions contained In sub-section (/) ofS<:Ction 8 1.1r sub· 
section (2) ofsection 2<> shall be punishablc­

(a) in lhc caseofthe firstc.onviction, with fine which may extend 10 ruptt> one 
:hOU5811d, Md 

(I>) in the ca~ t>f second or5Ubsequent conviclion. \\ilh line which shall not be 
le>s than rupees oa.c lhousarn! but may extend 10 rupees ten thousand 

(2) Where a bu)tr contravenes the provi~ioiu of section 22, he sh3ll be puni•hablc 
\\<ith fine which shall no1 be less than rupees lcn thous;ind. 

28. No coun Inferior to chat ofa Metropolitan Magistmlc or a Magistrale of1he rirst 
class shall try «ny olTcnce punishable under 1hi' Ac1 

29. (/)The Ctnlrnl Govemmenl may, by no1Uication, make rules t~ carry out !he 
provisions of this Act 

(2) In panicular, and wilhou1prejudice10 the &cncrality of the foregoing power, such 

ru!es may p1o•idc for all or any oflhe follO\\<ing matters, namely'.­

(a) lheterm ofoffice oflhc members or the Board, the manner offilling vacancies, 
and lhe procedure to be followed in tile di.!(;hatge of functions by the members ofthe 
Board under sub-section ( 4) ofsection 3; 
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(b) the powers and functions ofthe Member.Secretary under section 6: 
(c) the monner in which the Fund may be adminiS1ered under sub-section (/)of 

section 14; 

(dJ the criteria bllSCd on wtiich sums may be teleased under sub-,section (3) of 
section 14; 

(e) the infonnation to be furnished end the form in which it is to be furnished 
under sub-section (2) ofsection 26; end 

(/)any other rnauer which is to be or may be prescribed under this Act. 

(J) Every notification i.i.ued under section 9 and every rule made by the Central 
Govemmem under this section shall be laid, as soon as may be after it is made, before each 
House of Parliament, while it is in session, for a total period of thirty days which may be 
comprised in one session or in two or more successive sessions, and if. betbre the expiry of 
the session immediately following the session or the successive sessions aforesaid, both 
Hou$es agree in ma.king any modification in the notiliealion or rule or both Houses agree that 
the notific.ition or rule should not be made, the notification or rule shall diercafter have erT~t 
only in such modified form or be ofno effect, as the case may be; so. however, that any such 
modificalion or annulment shall be without prejudice to the vnlidity ofanything previously 
done under that notification or rule. 

30. (/)The Stale Govemmenunay, by notification; make rules to carryout the provision! 
ofthis Act. 

(2) In p.irticular, and without prejudice to the genernlity ofthe foregoing power, such 
rules may provide for all oranyofthe following maiters. namely:­

(a) the composition ofthe Micro and Small Enterprises facilimtion Council, the 
manner of filling vacancies of the members and the procedure 10 be followed in the 
discharge of their functions by the members of the Micro and Sntall Enterprises 
Facilitation Council under sub-section {J) ofsection 21; 

(b) any other maner which is to be or may be, prescribed under this AcL 

(3) The rule made under this section shall, as soon as may be after it is made, be laid 
before <!ach House ofthe State Legislature.where there are two Houses, and where there is 
one Rouse of the State Legislature, before that House. 

ll. (I) Ifany difficulty arises .in giviog emct10 the provisions ofthis Ac~ the Crntr.11 
Government may, by order published In the-Official Gsuttc, make such provisions not 
inconsistent with the provisions ofthis Act as may appear to be n~ssary fot rt•moving the 
difficulty: 

?rovided that no order shall be made under this section after the expiry of rwo years 
from the commencement ofthisAct. 

(2) Every ord~made under this section shall, as soon as may be after It ismade, be laid 
before each House ofParliament. 

32. (/) The Interest on Delayed Payments to Small Scale end Ancillary Industrial 
Undertakings Act, 1993 is hereby repealed. 

(2) Notwithstanding such repeal, anything done or any action taken under th.e Act so 
repealed under sub-section (/), shall be deemed to have been done or laken under the 
corresponding provisions of this Act. 

K. N. CHATURVEDl, 
Secy. to the Govt. ofIndia. 
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