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AN ACT TO PROMOTE ENTREPRENEURSHIP 5Y
ISTANCE

PROGRAMS TO MICRO, SMALL AND MEpIon
SCALE FOR THE

REPUBLI( . 6971, AS OTHER!
KNOWN AS THE “MAGKA CARTA Fon SMALL
ENTERPRISES” AND FOR OTHER PURPOSES

e 1t vced by he St and Hos o Represtaves of
the Phillppines in Congress asse
SECTION 1. Section 1 of Republic Act No, 6017, as
amended 1 hereby Fomer amentod follows!

“SECTION 1. Title
e the Magna Carta for i, S g

Enterprises (MSME:




S5, - Section 2 of the same Adt is hercby amended to

read as follows

2 Declaration of Policy. - Recognizing
o MR L i o Fobl. employment

b hma .mmmz- o 4 ms Sl the Suu “Shall
e specifc reeds eMS and shal

Gndirtake to "promo. o

{pizeprencurs. encou rage the sstablihment of

MSMES and onsure thel contiming visbiber

growth and lhuehy attan  countryside

industrialization by:

tensiying and expanding programs for
training 1o Cntrebreneurship and for skils
development or labor

“b) faciltating their access to sources of funds;
sccess to 8 fuir share of

to them
Sovernment contracts and related incentives and
preforen

nmphmenlm‘ and suspdlemenuni
loing away

) instituting safoguards for the protection
and. sty of s il delivery system;

“) raising government efficiency and
effectivencas in ‘providing. aseistince. s SISHEL
throughout the country, at the least cost;

“g) promoting lmk-;u between hrre and
small “enterprises, and by o ng the
establishment of common service faciiics



making the artne in the
sk of boing i MEVES o B st
an ivate volunary organszations,
Vbl oty aacEiatons, and e e o]

assuring o balanced and sustainable

denvlvpmem hrough th esabldent of 3 fodbnck
and evaluation mochaniom. th ¢ will monior the

cconomic contrbutions 4 wel lenecks and
enironmental sifocts of the develomein it
MSMEs:

3. Section 3 of the same Act, as amended, is hereby
Oy ey L sl e

SEC. 3 \Micro, Small and Medium
rprises (MSMES) as Beneficiarics. —
g 25 ny busines

Siviey
enterprse enga . agribusiness andlor

ther single pro
parimership. or - corporation whose o
inclasie of tiese afang fom loans bt excasy
o laodon vhich thepariclar sty bm enirs
ot el ars aied s
S R St e
not more than P:oon
000,001+ B 15,000,000
v P15.0000, - Prthoum 000

The above definitions shall be obiet to

micry

iview and adjusment by'the Ma;fs m all and

Mediuz Enterprises mm.

under Secion B of this Adt o

of secoral organizations Concorned: taking e
inflatio economic indicators.

Counal may use oiher varbior s  muaber

of employees, equity capital and assats i

he Cownil shall onsure | that

notwithstanding the plans and p s set for

MSMES a5 a whole, here SRall be sot ang
leme; abs and programs

rom sach Sther,

neede ol eack cior enwuu e MHETE =
e o o ext or eve
gher category”



SEC. 4. Section 4 of the same Act, as amended, is hercby
further amended to read as follows:

S, 4. Bligiilty for Gousrnment Assistance.
~ To qualify for assistance, counseling, incentives
andpromotion undes hes A bumgsors falling
under the above definition must be:

;) duly registered with the appropriate
afencies as presenty provided by law:

o ez enterprises as defned
herein, registration with the offive ‘municipal
ity pireasurer, shall bo deemed suifcient
compliance with this

“b) one hunmd percent (100%) owned,

capitalized by Filipino citizens, whether nngk

proprictorship o paytnership. If he ey

Juridical entity, at  jesst ity percunt %) of ts

capital or outstanding stocks must be owned by
ipino citizens;

©) a business activity within the major
sectors of the economy, namely: industry, trade,
ct

to business activity involving  th
manudcturing, processing. andor production of
agricultural produce; as

29 i mase not be a brarch, subsidiary or
division of a large scale enterpr

this requirement shall nt preclude

MSMEs from .munﬁ‘m.mmm and bntering

ot ranchise pther s o
om J0ining in cooperative activtios with sther
Nds!

aBrograms of the Smal Butiness Corprstion

8 ion) as provided in provisions
o thu et e e exclllswely Geltvered and
d'to bonafide MSM}



“Any MS)E, its directors, officers or agents,
found to have cominitted fraud o ecentaton
for the purpose of availing the benefits under this
Act shall be immediately disqualifie:
beneficiary, witkout prejudice to any administrati

or civil liability under existing laws

“Eligible MSMES shall be entitled to a share
of at least ten percent (10%) of total procurement
value of goods and services supplied to the
Government, its bureaus, offices and agencies
annually.

“The Department of Budget and Maragoment
Shal monitor the ompliane of Svernent soencey
on the required procuremest for NVES aed
Submic 1 repert o the MSMED Councll ona
semestral basis and to the Congrees of e
Philippines, thicush its approprsts commmitioes o
¥ yeaRly bisis

SEC. 5. Section 5 of the same Act, as amended, is hercby
further amended to read as follows:

“SEC. 5. Guiding Principles. - To set the pace
for MSME develapment, the State shall be guided
by the following principles:

“¢) Coordination of government efforts.
Government efforts shall be coordinated to achieve
coherence in object

rament units, provido the recessary suppo
S sssistance to” MSMIEs. i



S
SEC. 6. A new section, numbered Section 6 is hereby
inserted after Section 5 of the same Act, to read as follows:

“SEC. 6. Micro, Small and Medium
rises Deselopment Plan (MSMEDP). ~ The
shall approve  six. and

and updated semetrally. Such plan ghall nclde
financing scherse.

SEC. 7. Section 6 of the same Act is hereby renumbered
as Secton 7 and further amended to read s follows

SEC. 7. Micro, Small and Medium Enterprise
Development (MSMED) Council. = The exictn
Small and Medium Enterpri ent Coun:

which was ereated by Republic Act No. 6977, as
amended by Republic et No. 5269, shail bs
to-elfectively spur the growth ang

xxr
St & Secon 7 of the same Act, a5 amended, is hersby

th
renumbered as Section 7-A and further amended to read o
follows:



“a) Secretary of Agriculture;

“b) Secretary of the Interior and Local
Government;

“) Secretary of Seience and Technology;
“d) Secretary of Tourism;
“¢) Chairman of Small Business Corporation;

“f) Three (3) representatives from the MSME
sector to xeprecent Ligon, Visayas and Mindanae

resentative from the labor soctr,
10 b ommated by e b gt e

) A fepresentative from the private
banking se alirnately among the
Chamber of 1 TI:nh “Bankes the Rural Bankes
fuscciation of the Philppines (RBAP) and he
Bankers' Association of the Phiippises (BAP).

1L members of the Councl e appointe,
excopt ot e i emonnshdh apTe e
term of three (3) vears. The person so appointed 5
xeplace a member wha has resgned. ded.or been
removed for cause shall serve only for the unexpired
portion of the term.

e sgcor members of the Gouncl
ptl’ diem of Two thousand
.000) per for a maximum
@) mediings per Year. whih per iem mny ‘b
adjusted by the MSMED Council as appropri

“The
shall secei

5The Councl may call upon the partcpaion
of any national or local government agency,
ation of local et

concerned with andlor affecting
the ‘growth and development of MeMEs-in ot
particular area or mann

e Council may create an Executive
Commitee of e 8 henioars diey by the



among themselves or their designated

permanent repressntatien, with a¢ oy o

members representing the private sector, and with

qusbority o act for and on behaif of the Sounil

uring inte ectings, and within the
b= Suthoriy granted by the Coumei

Section 8 of the same Act, as amended, is

Sgc. 9.
hercby remumbered as Section 7-B and further amended to
read as follow

msuzn Cm-\
o

T:B, Powers ard Functions. - The
hall have the following powers,

To help establish the ceded environment,
and opportunities conducive to the rowth and
development of the MSME sector;

) To recommend to the President and the
Congress all policy matters affecting
o, Soordinate and integrate parious

“9) T
fEgmment Cand privads soctr aeten sl
MSME amxepmm,

viow exising polcis of government
agencies u..; el ol e e fov and
oo recomimer

on Small Business and Entreprenes
Development of n.. House of Repnunum
sanever deemed ecosar. s hai inclu
efforts to -mz Tegulat
review of the npphclhxlxly and reievance of
proc mentary reduizoments tn the
un.m: ant
TR, eneng, chall be mclllded in the
annual report to b subms ‘ongress;

2, o monitor and detrmine the pogress
various agencigs geared towards the mupml‘nlaf
the sector.  This shall include overseein

coordination with local government units and the
Department of Interior and Local Government ag



well as private sector roupslassociations, the
development among MSME:

To prpmulgste implementing guidelines

Toframs and operating principles 1o may
med proper and necessary in the light of

Sovernment Folcies and. ebjectves of e L

“6) To provide the appropriate policy and
coordisative Toamenask 2 sssisting relovant
government agencies, in coordination wit

3nd the Coordinating Counet for e Phlhppme
Assistance Program, as may be necessary, in.
tapping of ot lnczl and foreign funds for MOME

i To promote the productivity _and
viabilty of MSMES by way of dieeting andin
pesiating relevant government agoncies and
{pstitutions at the natlonal. regonal and provincal
evels towards

niel) Ervision o businoss training courses,
technicians and slalled labor
S upgrading program:

+2) Brovision of labor management gidance,
assistance and improvement of the working
conditions of employées in MOMEL

) Provision of guidance and assistance
regarding product ualilproduct development and
roduct diversification;

1) Frovon of guidancs and assisance for
the adoption of improved production techniquc

reialization of appropriate wchnalagmsim!he
preduc deveopimont 4nd x eresses stimam e
Indigenous aw materials;

%) Provision of assistance in marketing an
distribution of o pruducu of MSVIEs through e

supply-demmand information, industry and provincial
e, etesas pario pwmmn domestic
Hiarkot linkaping and the conbhabmen 3 omeeis

ce faclites Such a6 commaon sadiy copon
bonded warehouse, grains storage, agro-processing



and drying faclities, ice plants, refrigerated ctorage,
soperaie o s

provide effective crodit guarantes systoms. ang
encourage the formation of credit guarantee
associstions, icluding seting up of creit records
and informat fecentralize loan
approval mechaniome;

“7 Provision of concessional interest rates,
lower ﬁnanuu o which may include incentives
for prompt credit payments t
mumuuo... to business cash flows, effective

f government guarantee cover on
e the borrowere Tack of Sopramies

), Rrovision of bankruptcy preventive
measures through the up of a mutual relief
wystem for Wtressnd o enterprisos, A

cotablishment of measures such as insurance against
Extraordinary disastern

°9) Intensification of information dissemination
campaigns and entrepreneurship education activitics;

“10) Availment of and easier access to
credits and other tax and duty incentives 2
by the Omnibus Investment Code and cther

and development

access Lo information on
reialized technologies;

“12) Through appropriate government agencies:

“a) Provide more infrastructure facilties and
public Velies o mopgant perations of MSTEST

LD Provision of support for product
ol

) Establish, aperate, and administer a sm
business incubation program in coordination with
academic institutions, Dopartment of Saene o



Techaclogy and, other sporoprite governmont
entities that will provide’ ace. foc
e of cquipment and wopk

o o e
ana gt
I m.mn.) i) Commerci f”;muum. technical

iatinct an Eovelop ianovaiive
S deserving MISNE

9 Conduct g o %
moaiey wib the b e R
el o e b of : ;’

veriiment and nosgovernitent, avaiable
e

12, rovide local . internationa network
and linkages for MSME developme

integrate statistical databank

Compile and
on Phibpoine RIS

) Set-up new MSME centers and revitalize
slready en ablished MSME centers to provide

b e g " tolowing

Acceptandactonallregistrationapplications
of MSMEs;

amline registration)
speedy registral uw.termmmbmmemuf
business enterprises in the country;

i Proidellinformationandrefrrl vices
it shall deem neces: ential to the
development and promotion of MOVIEw

iv. Conduct other programs or projects
entreprencurial development in their
respectiveareas; and

. Provdecoursesanddevelopmentprograms,
training, advice, cor




“) To submit to_the President and the
Cangress through the Oversight Commitiae oy
et ndr A s Sy oo te s
of MSMEs in the. ':E.‘;. the progress

To coordinate, monitor and a
implementation. of 1hé MOMEDE. e when
‘necoasary, institute appropriate
in the Light of changing. Codions ot tomestic
and international énvisonment
iy Senerall, o xercie all powers and
tncions netvsary ectve:
of this Act” Ly

70 D) SR D th came At g0 amened. i
hereby renumbered as Secton 8 and amended 1 read

Designation of the Bureau of Micro,

Smnﬂ and Susctsr s e Brecs of M
Council Socretarial — “The Buroaw of Sl and
Medhum Businese Do Borcnafier

ity e B

e Dovelopment (GMSMED) s
herel awmud 5 act s the Counll Speretaiat
ana o Tllowing duies and funciions

wxx

C. 11. A new section is hereby inserted after Section
9 of e same Act a5 amended, and numbered as Section 9
to read as follows

B O peippropriations. - To finance it
ctivies and cperational expenses the Counel

fave o scparate snmual approprtion
Peptnea! T T Tt BT m:{
e B preieda e vrvynz ions Act
o b s 85

Spproval of this Act. The Countl il may aleo accept
contributions from the private
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SEC. 12, Section 10 of the same Act, as amended, is
herehy further amenad to sond o o

e, o Ratignalisation of Existing

pIey eran MED

Council shall conduct continying review  of

govemment programs for MSMEe Snd submit to
d the President a

Wit s poiey resommondation

Section 11 of the same Act, as amended, is
B ot et e e

Creation of Snall Business

Guarantee and Finance Corpor o s
Bershy cread ¢ body e 1o b Lnown a4 the
hereinafter referred to as the Small

Il Business
Corporation (5B Corporation), which shatl
chafied wich tho peimazy oo ity of
implementing comprehensive pol rograms
1 assist MSMEs . il areds, including b ot
limfad to financs and iformmarion sece,
and marketing

14, & e subsstion is inerted fter Sectien
11 of e soime At ended, to recd as follow

SEC. WA Compositin of the Boord of
Directors and its Por B Corporation
corporate ‘powers shall be vested 3n 3 Bourd of

Directors composed of .men 1T mombers which
shall include the follow

"9 The Szmtlry of Trade and Industry;
“b)  The Secretary of Finanax;

9 A privae sector repressntative o be
appoinied” By the - President " apon the
R mendation of the MEMED Gouncl

“ n () representatises of he SB
Corporation. sommer siay olders who shall
e Biscied. bosedon proportional disiribution, in
accordance with Section 24 of the



12, he presidentof the SB Corporation as
 member and to serve as vice chairman of

orhg Presidont shall appoit the chairman of
the Board from mm

s ofthe B o appoinied, cxcxpt
o e s e L Sl et
of threo (3 years. wnhaulv. uappmn'ﬁ:enlm The
erson to appoisied to replce & member
ety g T M..M
ol To the Gmexpied pomian of e seunn

“The Board of Directors shall have, ameng
others, the following specific powers and authoritics

el’«mely i

a;
Fogulations for the fective operations of the s
business corporat

) joEstablish such branches, agencies and
subsidiaries as may be deemed recessary and
nient;

9 promise or release, in whole or in
part, any Ao b whatsoever for or against
the 8B Corporation, including interest, penaltics, foes
andlor othar charges i aecordanes (e o by
laws and Bangko Sentral ng Plipinas ruls;

@ Fix the features of non.voting preferred
shares which hyahall be printed on'the stock
certificates evider

“9 Exercise all such other powers as may
b necessary or incidental to carry out the $5
Corporation's purposes;

oD, pNirithstanding ns of
Republl Act No, oyl
o710, Sries of 1559 fawed v e Devuunenlok‘
B o Nanagemen, e Bourd ST i
auhority o provide o the orfrctsation) Hove




inge.
extended o and currently enjoyed by emplovees and
e venzngwﬁerumu] il

5. A new subsection is hereby inserted after
Secion 1 0F 1 sot A e T ot follows:

“SEC. 11-B. Corporate Structure and Pouers.
- The S8 Corporation shall:

3 be adminisiraiely auached to the
Degarcpent o Trade and ndutry”and sl fe
clicy and progeumm supersiion of the

AR LR, 20 proseam eup

1) have e principal offces in Metro Manila
hd heneser necessary, estab inch office in
the prov

ces; anc

incidental or necessary to. the attainment of the
objective of this Act.

St purose, the 0 Conportion et
lmwxv.hl)wnxle- and regulations 1o b
uma the “Banglo Seriral néalgl ipings (BS-IR
s nd
Bave the Tollowing Tunciins tad dutior

“2) Source development intiaives
for gl mmwm“"l"usm. o Tnane o
g T&&"e’l" ity
o cligible )
in wholesale lending, The S5 Corporation .h.ﬁ e

given beo @ years from the efeciviy of this Ac
compl this requiremer

79 Guarantes loans cbtained by qualifid
MSHES ander such e d onditions adopted
by the SB Corporation Board of Directors:



“d) Hold, purchase, lease or otherwise ac

and own real and ‘ersonal. properts, intro luce
ary improvements thereon and to sell,
e, encumber or otherwiss dispose of

ame as may be necessary in the normal course of
husmen‘

ormulate meens and methods of accepting
alterna colhlu-nh 20 mplementune ahorebins
foan evatuation sasd

D‘pqunneexvenndmtn nts and

donations outside the

0, Hold, own, purchae, acquire, sl
Boags, dipei 3
Stocks,

anury bils, d dnbenuuvn, “ccurtios
o o of infeadnec of s fovemmmies
its agencies and murumemnhxlu or any
government financial institutior

SEC. 16. Section 12 of the same Act, as amended, is
hereby further amended to read 2 follows:

SEC. 12. Capjtalization and Funding of e
SB Corporation. — The SB Corporation shall

e
Bank of the B
Bank of the n..h{;pmu (BB, in the amovnt of

Two hundred million pesos (P260,000.000.00) each
The Social Secunty Syste (sss) and the
rament. (Gs




e KKK Guaranty Pund consolidatod wnder the
it Rusiness corporation by virtye of Exeeative

e Corporiion: Proutded futher, Thas bdees o
preferred shares issued under Republic Act No. 6977,
£ amended, chal bave e opfon 0 comvs 1
s nto opmon & diional
shall come Fom'trus placements o wu
tsed fands of existng g nies,
mnmx "o Buitlatenl S derelyeni
istance funds, subterptions fro

e, fially, That any investment from
private séctor shall only be in the form of p
shares.

“To allow for capital buid-up, SB Corporation
ghall be given a five (5) year grace period on
dividend commi ing on the da
tectiity of ;m. umendment Thereatter my
declace as dividend not more than thirty
percent (50%) ‘o its net income.and the vesk
ithheld a8 retained earninga

RC: 17, New secions are herey inserted fe Secion
5 i e e e

The .58 Corporation shal bo
ibject o the supervision and o
Bangko Sentral ng  Pilipinas taking inte
considoration s dovelspmental opjectivtes

SEC, 1. Venture Capital and Miro Finanee
Trust Fund. - The SB Corporation may set aside

gerlogery emall enlerpniei Ten by
emerging out of pov



18, Section 13 of the same Act, as amended, is

ety xvnnmben as Section 15, and further amended to
read as follows

(S5C, Y Mandciory Allocation, of Credit
Resources to Micro, Smal! o

bl chect a5 o the ond o the previons auanin:
and make & avaiable or. MM ereds 2o hones
kA

“Compliance of this provision shall be:

actual extension of loans to eligible

“b) actual subscription of preforred shares of
of the SB Corporation; of

sshleal endingto Participating Einancial
o RIS g o Doicratog £ 3

") purchase/discount of MSMES receivabl

loana granted to export, import, and
dnmcs'l:u traders subject to compliance with Secton

s-.b«nbeépmme of liability imstruments
as may be cifered by the S8 Corposation:
he Bangko Sentral ng Pilipinas shall

R oy zﬂe:txve!lmplam iation of

O eoviis by st plamentaton of



el nd medium industriosbeyond the mandatery
location to said enterprices, such as possib]
Feduction 1 banks Teverve Tequiroment

“The MSMED Council chall set up the
te tions

appropriate systems to monitor
MBS T order 10 "sccount (o the sbearpinve
Capacity of the MSVIE

e Banglo Sentrol g Pilipinas chal famish

o the MSMED Councif'on o Pty

comprehensive re on the banks”complance,

‘noncomplianes an “penalfes of the above provicions
n the mandatory credit allocation for MSME.

+Lending inatitutions which are not qulied
{5yacauie o ok lands of the publc domaly
P chall be permitied o bid and ukm

ribip, enforcement aid ocker
tnlel) opon default o'a borsowes
eeding ivo () vears rom

‘mortgay property in
3, et foreclosure 56 Well as

vership, proce
and fora pennd

Frovid nng tent .mn ufle to-the
ransforeed to o it
fm’g@m. insition L!u ing bidder, 1t

cansfer its
s o . oo B 1hyyuw ecnal mahou
‘a borrower's rights under applicable

19. New sections to be numbered as Sections 16,
i nd u 8 aze hersby inserted afer Section 19 of the samo

“SEC. 16. Micro, Small, and Medium
Enterprise Week. — In order to institute continui
awareness of the primacy of small business in
nation-building and in people e

o
State in the promotion, growth and de \1lnnment of
small business, the second week of Jul
year shall be declared as the "Micro,
edium Enterpriss Development Week". The
MSMED Council, the Department of Trade and
industry, and the SB Corporation. Jointly
responsible in organizing activities for the event.-




(S8, 17, Precidentol Auards for Outstanding

YSHE. - Presidential awards for outstandin

MSES and good MSME practies, consising o

feards in cach or in kind shall be granted t one

hundred percent (100%) filipino-owned companies

and development partnces during the MSME
velopment week

3. Congressional Oversight Comimitce
~ T m oversee the implomentation of this
Act, there s .n.n 8, Songrossional’ Quersight

po i 2

Development | (coc STEMED) componed of the
hairpersons conomic

AT et e s Sl Buness

and Enitepreneurship Develpraent a5

4 o

=)

an

e ks

Financal esicdirien s Anpto sons:
o 3 o o e Sorbiont o

ey o o Ao s nummzk‘d

y ‘minority leaders of the Senate

the House of Representatives,

“The COC-MSM set the guidelines and
overall Trameork for {he menitoring of the
implementation o this A shall adopt s

rnal rules ure, n Seae f the
COCNISTED Sl e s i existing
ersonnel of the Senate and - Houss. of
Representatives commitiees comprising the COC-

SEC20,, Section 14 of the same Act, as amendad, on
Penal Clae s herahy renumbe red 23 Secton 19, and further
amended, to read as follow

ce shall be directed
0 the amlopmm o e M e, el
percent (90%) of the penalties collected should g5



o the MSMED Councl Fund, while the remoieing
ten, percent (0% chould be e the BSP
o edlteieatio e

A pew section is hereby inserted after Soction
st s o B e

“SEC. 20, Implementing Rules and
egulations. ~ The Department of Trad and

& ustry, mmugh e Bureau of Micro, Smal
mer ta

Mediuz
with &
nongovernment organizations and private sector
invol of

in the promotion ate
the Implementing Rules and Regulations (IRR)
nScpasery o implement the provisions of this Act
idhin nlnﬁ (00 davs from the approval of this
oo Sacsuant 1o hEF et
thirty (30) days after publication in a
Rational mewspapor of geseral Crchintan

.22 Separability Clause - The provisions of the
reby declared to be separable. 1f any provision of

o S snconstitutional, the sematnder of the
rwise affected shall remain in full force and effect.

SEC. 23. Repealing Clause, = Al laws, exective order
i ool S pats iereat T Sy
Sre hereby repealed or modified Sccortingly,
SEC. 24. Effectivity Clause. - This Act shall take effect
i Sfecn (19) days fom s publicaion in at eas o,
(2) national newspapers of general circulati

Approved,

OC.NOGRALES VILLAR
use Prefident of the fenate
o Representaives
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‘This Act which is a consolidation of Senate Bill No. 16.
end House Bill No. 1754 was inally passed by the

d the House of Representatives on March 3, 2008 and
Fobruary 27, 2008 senponsndy.

Generel Seartayof e Sonte
o o Pt

Approved:  HAY 23 2008

e T lhisp
GLO MACAPAGAL/ARROYO
s of the P

@

|



