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AN ACT TO STRENGTHEN THE PROMOT
AND DEVELOPMENT OF, AND ASSISTANC
70 SMALL AND MEDIUM SCALE
ENTERPRISES, AMENDING FOR THAT
PURPOSE REPUBLIC ACT NO. 6977,

OTHERWISE E{NUWN AS THE "IMAGNA CARTA

FOR SMALL ENTERPRISES" AND FOR OTHER

?QRPQQEW.

?L"f‘j

CHAPTER 1

S SIS

Section 1. Sec. 3 of “@pubim Act No. 6977 is hereby

. amended to read as follows: | _
"Sec. a. Small and M’edzum Enterprise as

Beneficiaries. - 'Small and Wiedium Enterprise' shall be
defined as any business activity or enterprise engaged
in industry, agribusiness and/or services, whether

- single propmetorsmp, coop@mtxve, par;nazs}np or
‘corporation whose total assets, inclusive of those
arising from loans butt exclusive of the land on which
the particular business entity's office, plant ~and
equipment are situatea, must have value falling under

the following categorie

Micro less than P 1,500,001
Small 331,50(},{}03 | P15,000,000
Medinom | 15,006,001 P60,0006,680



A

"Phe above definitions shall be subject to review and
adjustment by the said Council moto proprio or upon
recommendation of sectoral organization(s) taking intc .
account infiation and other economic indicators. The

Council may use as variables the number of employees,

equity capital and as
Sec. 2. Sec. 4 of Republic

to read as follows:
"Seec. 4. Eligibility for Government Assistance.

To
qualify . for assistance, counseling, incentives and
promotion under this Act, businesses falling under the
ahove definition must be: :

"
Leioo

Act No. 6977 is hereby amended

oot civn
581 812

sistered with the appropriate agencies

"(a) duly reg
as presently provided by law: Provided, That in

the case of micro enterprises as defined herein,

registration with the office of the municipal or
city treasurer shall bhe deemed sufficient

compliance with this requirement;

"(b) one hundred percent (100%]) owned and
Filipino  citizens if single

capitalized by
partnership. If the enterprise is

proprietorship or
a juridical entity, at least sixty percent (60%) of
its capital or cutstanding stocks must be owned by
Filipino citizens.

"{c) a business activity within the major sectors of
the economy, namely: industry, services,
including the practice of one's profession, the
operation of tourism-related establishments, and
agri-business, which for purposes of this Act
refers to any business activity involving the
mantifacturing, processing, and/or production of
agricultural produce, excluding farm level
agriculture/crop production; and

"(d) it must nof be a branch, subsidiary or division
of a large scale enterprise nor may its policies be



determined by a large scale enterprise or by

persons who are not owners or employees of the

enterprise.

"However, this reguirement shzll not prelude =z
small and medium enterprise from accepting
subcontracts from large enterprise or firms joining

in cooperative activities with other small and
medium enterprises. S

corporation as provided
this Act shall be

"programs of the financing
of
diuwm, small, and micro-

in ‘subseguent Sesc.s
exclusively targeted to me
sized enterprises.

"Registered small enterprises 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
agenciés annually: Provided, That prices and

quality of goeds offered by the registered small

enterprises are competitive.”
Sec. 3. Sec. 5 of Republic Act No. 6877 is hereby
to read as follows:
"QEC. 5 Guiding Principles. - To set the pace
and medium enterprise development, the State shall be
puided -~ by  the following principles:

.

amended

|
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or small

ol

“(a) Mirnimal set of rules and simplification of .
proczdures and reguirements. - All government
agencies having to do with small enterprises shall
pursue stability of rules and to encourage
entrepreneurial spirit among the citizenry. The
agencies shall see to it that procedural rules and
requirements, within their respective offices in
coordination with other agencies, are minimized
in the act of registration, availment of financing
and accessing other government services and

assistance.



"b) Role of the privale sector. - In order tc hasten
growth and expansion of small and medium
‘enterprises, the private sector throughout the
country shall be encouraged to assist in the
effective  implementation of this Act Dby
participating in government programs for small
and medium enterprises strictly in accordance
with the law, and consistent with the attainment
of the purposes hereol. To encourage private
sector participation, the Council, in consultation
with the concerned sector, may recommend
simplified procedure and localized incentives to
small enterprises The Government shall
enconrage the organization and establishment of
amall  and medium enterprise industry
associations al {he local and regional levels

preferably unified under a national

i
federation/association,

g}  Coordination of government efforis. -
Government efforts shall be coordinated 1o
achieve coherence in objectives. All appropriate
offices, particularly those under the Depariments
of Trade and Industry, Finance, Budget and
Management, Agriculture, Agrarian  Reform,
Environment and Natural Resources, Labor and
Tmployment, Transportation and Communication,
Public - Works and Highways, Science and
Technology, Local Government and Tourism as
well as the National Economic and Development
Authority and the Bangko Sentral ng Pilipinas,
their national, regicnal and provincial

through
+ the. best of their effort and in

offices, shall
coordination with local government units, provide.
the necessary support and assistance to small and

medium enterprises.

"d) Decentralization. - ‘The State shall accelerate
the decentralization process Dby establishing
regional and provincial offices in order.to enhance
and attain greater efficiency in the provision of



services to the  countryside and the
implementation’ of this Act, in coordination with
local government anits. To this end, the
government agen ncies shall effect a
delegation of authority to their rep‘ie-ﬁaé and

<
provineial offices to

[-(.l 3

make decisions, particularly
in the regzst*ation of beneficiaries of thzs law,
qualification for availment  of benefits,
accreditation of private voluntary organizations,

ascoclations and cooperatives, and to.
of applicable

re

industry
&

resolve complaints for vielation
iaws.”
Sec. 4. Sec. &6 of Feﬁhb"m fet. Mo, 6977 is hereby amended

to read as follows:
"SEC. 6. Creation of Smazl and Medium Enterprise

Development Council. - To effectively spur the growth

and development of small and medinm enterprises
throughout the country, and to carry out the policy
declared in this Act, a Small and Medium Enterprise

' Development (SMED) Council is hereby created. The
Council shall be attached to the Department of Tmée
and Industry and saai& be constituted w:i_*thln siwty {60}

:
‘days after the approva iof *‘fws Act

"The Council shall be the primary agency responsible
‘for the promotion, grow sth and development of small
and medium enterprises in the country by Way of
facilitating and Viaseiy ceorainatipg national efforts to
promote the viability an gravh‘:é of small and medium

enterprises, including as*s sting relevant agencies in

the tapping of local and for :ngn funds for small and

e
medinm enterprise development, as well as promoting
the use of existing programs, as we‘ii as Seekmg ways to
maximize the use of our labor resources.”

Sec. 5. Sec. 7 of Republic Act No. 6977 is h@reby amended

to read as follows:
"Sec. 7. Composztwn. The Council shall be headed by

the Secretary of Trade and Industry as Chairman, and
may elect from among themselves 2 Vice-Chairman to



"{a¥ Director Gemneral of the National Economic

and . D@velopmen‘t %utnemty,
"{b} Secretary of Agriculture;
"{c) Seeretary of Labor and Employment;
"{d} Secretary of Enviromment and Natural
Resopurces; :

"{e} Secretary of Science and Technology,
") Secretary of Tourism;

"g)  The C!
"h)  Chairman of Small Bu
Finance

(i) Chairman of the small and medium
enterprises promotion body which the President
shall undertake to establish under this Act; and

"j} . Three {3} renfesemh"‘“vbu from the private

sector at large, ail T mpmo pitizens, to represent

‘Luzon, Visayas and Mindanao, and  one

feam  the small and medium
?{« "

representative i
enterprises sector to Dbe appointed by the

President;

'"(k) a representative from the private ?@ankizﬁ
' seciar to serve alternately amm‘g the Chamber ©
Thrift Banl: the Rural Bankers ' Association of th
Philippines (RBE&P} and the Bankers' Association

of the Philippines (BAP).

wiy 00

(D

"Cabinet rank ex offzcza :membevs of the Council shal



‘.

designate an undsrgacreiary of assistant secretary, and

1e
f the Monetary Board or his

the chairman O
representative, 2 their permanent representativ
il

case they fail to attend meetings of the Council,

23
&
4]
lebe
3

"The mprivate cector memoers of the shall initially
F's v
Thousand pesos (P1,000) per
T

receive per diem of One 1
meeting, for a maximum o0 twenty-four (24) meetings
;em may he adjusted by the

per year, which per di
Council: Provided, that may such adjustment shall take

effect upon approval of the President.

and Industry shall allocate
Five million pesos (P5,000,000) out of its savings for
the initial operating ecxpenses of the Council, after
which, the Council's budget shall be included in t
annuzal appropriaéﬁian@f the Department of Trad

Industry.

"The Department of Trade

from time to time, call upon the

participation of any government agency or association
of local government officials in its deliberations
ch agency is directly or indirectly

"The Council may,

especially when sucl age?
. concerned with and/or affecting the growth and

development of smail and medinm entierprises i any

particular area or manner.

"The Council may create an Executive Committee of
five (5) members elected by the Council from among

themselves or their designated permanent
+h  at least -two (2) members

representatives, W
representing the private sector, and with authority o

act for and on behalf of the Council during intervals of
council meetings representing the private sector, and
with authority to act for-and on behalf of the Council
during intervals of council meetings, and within the
specific authority granted by the Council.”

o pele

Sec. 6. Sec. 9 of Republic Act No. 6977 is hereby amended

to read as follows:



"gec. O. Designalion of the Bureau of Small ang
Medium  Busines Develos Counci
Secretariat. - The Sureau

Business Developm |
have the following

duties arvd functions:

"(1) to prepare, In coordination with Iocal
snits and/cr associations’ of iocal

government umit
government officials, end recommend annual as
and medium

well as medinm-term small :
enterprises development plans for approval of the

Council;

E wa y3 s Lot
"2} to coordinate i
)

approval during Council meetings;

"3} to assist the Council in coordinating an

monitoring small a
and  programs and aotivities of all governmen
agencies with : i
enterprises;
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respect to ‘small and medinm

"{4) to -prepars, collate and integrate all inputs to
the Council's yearly report on the status of small
and medium enterprises in the country;
"(5) to submit pericdic reports to the Council on
the progress and accomplishment of ifs work
' ang

pPrograms;

Ty pygn 13 - : 1
hoc functisns as anrLioriged b.f

A
2

et

"(6) to perform ad
the Council.” |
Sec. 7. Sec. 10 of Republicy Act No, 6977 is hereby amended

to read as follows: 4 ,
nSec. 10 Rationalization of Existing Small and Medium
Enterprise Programs and Agencies. - The Council shall
conduct centinuing review of government programs for
small and medium ezl*kerprises and submit to Congress

b



"The President is hereby alsc empowered to establish a
small a and medium enterprise promotion body whick

shall be the principal government agency thal

. 72 R PR S SO y
lement, coordinate and monitor al

formulate, imp
fee-hased
d

financing government programs, including
services, to support and promote micro, small an
medium enterprises. It shall be attached to th
Department of Trade and Industry and shall be under
the policy, program and administrative supervision of
the SMED Council. The caid office shall receive no less
than fifty percent {50%) of the assets, and budgetary
allocations of the agencies for promotion, development
and financing of small and medium enterprises that
lissolved and/or abolished and

may be henceforth d

absorbad, incorporated and integrated into the SMED

Council.”

¢

Sec. 8. Sec. 11 of Republic Act No. 6977 is hereby amended

to read as follows:
"See. 11 Creation of Small
Tinance Corporation. - There is hereby created a body
corporate to be known as the : siness Guarantee
and Finance Corporation, hereinafter referred fo as
 SBGFC, which shall source and adopt development
initiatives for globally competitive small and medium
enterprises in terms of finance, technology, production,
management and business linkages, and provide,
promote, develop and widen in both scope and service
‘reach varicus alternative modes of financing for small
and medium enterprises, inciuding but not limited to,
direct and indirect project lending, venture capital,
financial  leasing, secondary mortgage and/or
rediscounting of loan papers %o small business,
secondary/regional stock markets: Provided, That crop
production financing shall not he serviced by the

Corporation.

Pusiness Guarantee and



"Ihe Corporation shall guarantee loans obtained by

qualified small and medinm enterprises, local and/or
' ses and indusirie:
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private voluntary organization and/or coopsral
under such terms and conditions adopted by its Board.
It may guarantee loans up foc one hundred perce:

5]

ot

Fote
{1
o
]
&
Q
Q
o
{2
(=Y
()
=
o
forzid
)]
o
w
k4
[3W)
¥
b
et
D
(D

(100%}). It may also prov e
(i.e., reinsurance) on the credit and/or investment
cuarantees made by credit guarantee associations and
other institutions in support of emall entrepreneurs.

"Fhe Corporation shall become liable wunder its
guarantees upon proof that the loan has become past
due under such terms and guidelines adopted by its
Board and printed on the contract of guarantee.

"The Small Rusiness Guarantee and Finance
Corporation shall: '

"a) be attached to the Depariment of Trade and
Industry and shall be under the policy, program

-~ s LU YNTY
e hd - = bl &} Lith &
i {2 SMED

* *
g e, =y
LR

- s e 2 - o] .
and administrative supervision O

-
Conneii;

"(b) have its principal place of business in HMetro
Manila and endeavor to have one or more branch
offices in every province of the country;

“e) emercise all the ceneral powers conferred by
law upon corporation under the Corporaticn Cod
as are incidental or conducive to the attainmen
of the objectives of this Act; ~

]
]

"(d) have a board of directors upon to which the powers of
the Corporation shall be vested, to be composed of nine {9)
members including: v - |
v 1) three (3) members of the private sector
appointed by  the President upon
recommendation of the SMED Council and

from among whom the Chairman of the Board

(2



"(2) the Secretary of Trade and Industry or

his Undersecretary; and

"3} a representaltive Irom each of the five (5]

government fneacial institutions mandated

in this Act to provide the initial capital of the

Corporation, who shall b i, under
Board

guidelines agreed upon by - the
Chairmen of said institutions;

3
]

£

provisions of Republi

(

"e) Wotwithstanding the I

Act No. 6758, and Compensation Circular No. 10,
ceries of 1080 issued by the Department of Budget
and Management, the Board of Directors of 8BGFC
shall have the authority to extend to the

employees and personnel thereof the allowance-

and fringe similar teo those extended to and
currently enjoyed by the employees and personnel
of other government financial institutions.”

Sec. 0. Sec. 13 of Republic Act No. 6977 is hereby amended

to read as follows:
nSEC. 13. Mandatory Allocation of Credi
Small and Medium Enterprises. - For the period of ten
(10) years from the date of the effectivity of this Act,
all lending institutions as defined under Bangko Sentral
ng Pilipinas rules, whether public of private, shall set
aside at least six (6%) and at least two percent {2%)] for

(g

emall and medium enterprises, respectively, of their
t as of

total loan porifolio based on their balance shee
the end of the previous guarter, and make it awvailable
for small and medium enterprises credit as herein
‘contemplated. ”

Pilipinas, in consultation with
formulate rules for the effective
his provision: Provided, That the
ent mnotes, securities and other
with the exemptions of such

the Council, shall

implementation of &
purchase of governm
negotiable instruments,



instrumcntg as may be offered by the SBGFC which do
‘not pay market rates, sh a1l not he deemed compliance
with the forbgamg Prov cion: Provided, further, That
the Bangko Sentral ng :’”*pinas shall establish an
incentive p;mg“"m to encourage lending to small and
medium industries beyon d mandatory credit a«lﬁ a‘?i on
to said enterprises, such as possible reduction ix 1 ba
reserve reguirement. :

P

»’3

””“x"e SMED Council shall set
systems to monitor
medium enterprises
absorptive capacity of -
enterprises sector.

in order to account IoO¥ the
e small and medium
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"I'he Bangko Sentral ng Pilipinas saa
institutions covered by this Act o furnish to the Small
t Council on a

and Medium Enterprise Developmen
quarterly basis regular reports on their compliance with
the above provisions on the mandatory credit
allocations for small and mediz.m enterprises and
reports of non-

4

expeditiously act on the Council's
‘compliance thervewith." =

Sec. 10. Sec. 14 of “-emeib Lot Wo, 6977 is ke eby amexzﬁed

to read follows: | ,
ngme. 14, Penalty Clause. - The Bangko Sentral ng
Pilipinas shall impose admin f d
other penalties on the irznding institutions for non-
compliance with provision of this Act including a fine
of not less than Five aundr d thousanﬁ pesos
- {P500,000)."

Sec. 11. Separability Clause. - The pr@ vision of this Act a

hereby declared to be separable. If any provision of: ] c

shall be held unconstitutional, the remainder of the Act no

other wise affected shall remain in full force and effect.

All laws, executive orders, rules
ereot, 11’1803151:5{611& herewi

’*@riiz‘:g’w

Sec. 12. Repealing Clause.
and regulations, or paris
hereby repealed or modified

.m



Seec. 13.
approval.

Effectivity. -
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Anproved: September 30, 1997,



