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V.
Hamilton Medical AG & Anv.

his case revolves around the central issue of whether the Micro and Small

Medium Enterprises Facilitation Council had jurisdiction under Section
18 of the MSMED Act, 2006 to entertain a dispute where the supplier was not
registered as an MSME at the time of contract execution. The Court, interpreting
Sections 2(n) and 8 of the Act, held that since the appellant was registered as
an MSME only after entering into the agreement, the Act did not apply, and
the Council lacked jurisdiction accordingly.

ABSTRACT/HEADNOTE

The Supreme Court in M/s. Vaishno Enterprises v. Hamilton Medical AG &
Any. clarified the applicability of the Micro, Small and Medium Enterprises
Development Act, 2006 (MSMED Act) in contractual disputes involving
foreign entities. The appellant, a consultancy service provider, entered
into agreements with the Swiss-based respondent company for facilitating
ventilator procurement in India. The central issue was whether the MSME
Facilitation Council had jurisdiction under Section 18 of the MSMED Act
when the appellant registered as an MSME only after the agreement was
executed. The Court held that since the MSME registration was subsequent
to the agreement, the provisions of the MSMED Act could not be retro-
spectively applied to cover disputes arising from the contract. Therefore,
the Facilitation Council lacked jurisdiction. However, the Court left open
larger questions such as whether a foreign buyer conducting business in
India through Indian agents would fall under MSMED Act jurisdiction and
whether post-contract MSME registration could later vest jurisdiction. This
decision, while resolving the specific facts, left substantial interpretive space
for future cases, especially involving cross-border commercial engagements
and delayed MSME registrations.
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INTRODUCTION AND BACKGROUND OF JUDGMENT

This appeal arose from a conflict concerning the applicability of the MSMED
Act to contracts executed with a non-MSME at the time of execution but
registered post-facto. The appellant, M/s Vaishno Enterprises, was engaged
in consultancy for foreign medical equipment manufacturers and entered
into agreements with Hamilton Medical AG, a Swiss company. The contracts
included provision of services in India, particularly regarding the supply
of ventilators via a government tender floated by HLL Infra-Tech Services
Limited. Initially, the appellant was unregistered under the MSMED Act.
However, a few days after the second consulting agreement was signed, the
appellant obtained MSME registration. Subsequently, disputes emerged
relating to payment of invoices and termination of the agreement, leading
to the appellant invoking the jurisdiction of the MSME Facilitation Council.
The Council issued notices to the foreign respondent, prompting the latter
to challenge its jurisdiction through a writ petition before the High Court.
Both the Single Judge and Division Bench concluded that the Council lacked
jurisdiction as the registration occurred post-contract. The appellant con-
tended before the Supreme Court that the services were rendered in India
and that the buyer had substantial presence through agents and offices
in India, thereby invoking domestic law. The Supreme Court examined
the temporal application of the MSMED Act and upheld the High Court’s
conclusion while keeping broader jurisdictional questions open for future
adjudication.
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FACTS OF THE CASE

The appellant, a partnership firm based in India, specialized in consultan-
cy for foreign medical companies and approached Hamilton Medical AG
a Swiss manufacturer of critical care ventilation systems for a consulting
arrangement. On 10 February 2020, both parties signed a consulting agree-
ment valid for six months, where Vaishno Enterprises was to assist with
procurement and related services in India. The appellant raised multiple
invoices under this agreement. Upon expiration, the parties renewed their
engagement through another consulting agreement on 24 August 2020. Sig-
nificantly, the appellant got registered under the MSMED Act on 28 August
2020, four days after the second agreement was signed.

Subsequent to this, disputes arose. The appellant issued legal notices claim-
ing unpaid invoices and sought substantial compensation, alleging arbitrary
termination. The respondent terminated the agreement on 22 October
2020. On the same day, the appellant filed a reference before the MSME
Facilitation Council under Section 18 of the Act, seeking adjudication and
conciliation. The Council issued notices to Hamilton Medical AG, which
contested jurisdiction on grounds that it was a Swiss entity with no Indian
establishment and that the consulting firm wasn’'t an MSME at the time of
contract execution.

Hamilton Medical AG moved the High Court of Telangana, where a Single
Judge quashed the Council’s notices citing lack of jurisdiction due to the
appellant’s post-facto MSME registration. The Division Bench upheld this
ruling. Vaishno Enterprises then approached the Supreme Court challeng-
ing the decision, claiming that post-registration disputes fell within the
Council’s jurisdiction and asserting the respondent’s operational presence
in India via service centers and agents. The primary issue thus pivoted on
whether post-contract MSME registration would empower retrospective
application of the MSMED Act and whether a foreign buyer could be subject
to its jurisdiction.

LEGAL ISSUES RAISED

1. Whether a supplier not registered as an MSME on the date of
contract execution can invoke jurisdiction under Section 18 of the
MSMED Act for disputes arising from that contract?

2. Whether a foreign buyer, who avails services in India and conducts
business through Indian agents, falls within the jurisdictional scope
of the MSME Facilitation Council?

3. Whetherthe timing of MSME registration impacts the applicability
of statutory rights under the MSMED Act for existing commercial
agreements?
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PETITIONER/APPELLANT’S ARGUMENTS

ii.

iii.

.

The counsels for the petitioner/appellant submitted that since
the agreement was executed in India, and the services under the
consulting agreement were also performed within Indian territory,
the laws of India including the MSMED Act should be deemed ap-
plicable regardless of the buyer’s foreign status. They argued that
Section 18 of the MSMED Act vested the Council with jurisdiction
where disputesinvolved a “supplier” (like the appellant) and “buyer”
(Hamilton Medical AG) in commercial relationships where services
were rendered in India.

The appellant emphasized that the registration as an MSME on 28
August 2020, though post-contract, was prior to the date of dispute
initiation. Thus, they argued, the entity was entitled to statutory
protection under the Act, as the cause of action for payment arose
only thereafter. They claimed that MSME status at the time of
dispute, not necessarily at contract formation, was the relevant
criteria for jurisdiction.

They contended that the MSMED Act being a beneficial legislation
must be interpreted liberally. Reliance was placed on the decision
in M/s Shilpi Industries v. Kerala State Road Transport Corporation
[2021 SCC OnLine SC 439], which recognized the primacy of fa-
cilitating MSMEs through procedural simplification and dispute
resolution.

The appellant further argued that the High Court’s intervention
at a pre-arbitration stage was premature, as Section 18 mandates
conciliation before arbitration and the issue of jurisdiction could
be determined later by the Arbitrator. They submitted that the re-
spondent’s conduct by executing the contract in India and engaging
Indian agents-amounted to submission to Indian jurisdiction.

RESPONDENT’S ARGUMENTS

ii.

The counsels for the respondent submitted that the MSMED Act
was inapplicable as the appellant was not an MSME on the date of
executing the contract. Since statutory rights cannot be conferred
retrospectively unless explicitly stated, no jurisdiction could be
vested in the Council based on later registration.

They highlighted that both consulting agreements dated 10 February
2020 and 24 August 2020 expressly mentioned Hamilton Medical
AG’s registered office as being in Switzerland. The respondent had
noregistered office in India, which made it ineligible to be classified
as a “buyer” under Indian statutory jurisdiction, particularly under
the MSMED framework.
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iii. They argued that the choice of law clause in the agreement stated
Indian laws would apply “at the time of execution”, thereby restrict-
ing applicability to the legal regime as it existed on 24 August 2020,
when the appellant was not registered under the MSMED Act.

iv. The respondent relied on Shanti Conductors Pvt. Ltd. v. Assam
State Electricity Board (2019) 19 SCC 529, which emphasized the
necessity of pre-existing registration for availing protections under
statutes like the MSMED Act and its predecessors.

RELATED LEGAL PROVISIONS

Micro, Small and Medium Enterprises Development Act, 2006
(MSMED Act)

i. Section 2(n) defines “supplier” to include micro or small enterprises
registered with the prescribed authority.

ii. Section 8(1) mandates that any such enterprise must file a memo-
randum to be recognized as an MSME.

iii. Section 18 provides the framework for dispute resolution between
buyers and MSMEs through Facilitation Councils.

iv. Section 16 allows for interest on delayed payments to registered
MSME:s.

JUDGMENT

Ratio decidendi

The Supreme Court held that the jurisdiction of the Micro and Small Me-
dium Enterprises Facilitation Council (MSMEFC) is determined by the
legal status of the supplier at the time of execution of the agreement. The
appellant, M/s Vaishno Enterprises, was not registered as a Micro or Small
Enterprise under Section 8 of the MSMED Act on the date when the second
consulting agreement was executed (24 August 2020). The registration took
place only four days later on 28 August 2020. The Court emphasized that
the applicability of the MSMED Act requires that the supplier must be a
registered MSME at the time of entering into the contractual relationship,
not merely at the time when the dispute arises or is referred.

The judgment also pointed out that the applicable law as per the contract
was the law of India prevailing at the time of execution. Since the MSMED
Act would only apply to registered MSMEs as per Sections 2(1) and 8, and
the appellant was not registered on the date of execution, the Act could not
be applied retrospectively. Therefore, the Facilitation Council had no juris-
diction under Section 18 of the Act to entertain the dispute.

In support, the Court referred to the precedents in M/s Shilpi Industries v.
Kerala State Road Transport Corporation [2021 SCC OnLine SC 439] and
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Shanti Conductors Pvt. Ltd. v. Assam State Electricity Board (2019) 19 SCC
529. These decisions underline that statutory rights under the MSMED Act
are contingent on prior registration and cannot be claimed retrospectively.

Moreover, the Court acknowledged the foreign status of the respondent
(Hamilton Medical AG), reiterating that both the agreements mentioned
Switzerland as the buyer’s principal place of business. Despite the pres-
ence of Indian agents and service centers, such elements were not deemed
sufficient to override the contractual and jurisdictional facts of the case.
The Court thus upheld the decisions of the Telangana High Court’s Single
Judge and Division Bench that quashed the Council’s proceedings for want
of jurisdiction under Section 18 of the MSMED Act.

Obiter dicta

While ruling on the immediate matter, the Court left open two broader legal
questions that may arise in future:

1. Whether a foreign buyer who avails services in India and conducts
business with an Indian supplier can be subjected to MSME juris-
diction under Section 18 when the contract is executed in India.

2. Whether a supplier who is registered as an MSME after contract
execution but before the dispute arises can still invoke the juris-
diction of the Facilitation Council.

By not conclusively deciding on these issues, the Court reserved them for
future adjudication, acknowledging their complexity and potential implica-
tions in a globalized business environment where cross-border commercial
agreements are increasingly common. These questions are likely to invite
legislative clarification or detailed judicial pronouncements in the future,
particularly with India’s aim to protect its MSME sector under liberalized
foreign trade frameworks.

GUIDELINES

While the Court did not lay down binding operational guidelines, the ruling
establishes certain judicial standards:

1. MSME Registration Date is Crucial: Only those entities registered
as MSME:s at the time of contract execution are entitled to invoke
the MSMED Act’s protective provisions.

2. No Retrospective Application of MSMED Act: Registration un-
der the MSMED Act does not retrospectively confer jurisdiction to
Facilitation Councils for contracts predating such registration.

3. Choice of Law Clauses Are Binding: Where parties agree to the
applicability of Indian law at the time of execution, only such legal
provisions as were enforceable at that point will apply.
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4. Foreign Buyer Not Automatically Subject to MSMED Act: Even
if services are rendered in India, the mere conduct of business in
India by a foreign company through agents does not ipso facto
attract MSMED Act jurisdiction unless explicitly provided or leg-
islatively mandated.

5. Council Cannot Override Contractual Framework: Dispute reso-
lution mechanismsunderthe MSMED Act mustrespect contractual
stipulations and cannot usurp jurisdiction where the foundational
requirements under Sections 2(1) and 8 are unmet.

CONCLUSION & COMMENTS

The Supreme Court’s ruling in Vaishno Enterprises v. Hamilton Medical AG
delineates a clear boundary on the retrospective applicability of the MSMED
Act and the jurisdictional reach of the Facilitation Council under Section
18. By holding that MSME registration must precede contract formation,
the Court ensures that parties cannot retrospectively claim the statute’s
benefits. This ruling fortifies legal certainty and predictability in commer-
cial agreements involving MSMEs. However, the Court’s decision to keep
open certain broader questions reflects judicial prudence. It acknowledges
the evolving nature of transnational contracts and the increasing interplay
between domestic regulatory protections and international commercial ar-
rangements. Particularly, the treatment of foreign buyers operating within
India-either directly or through agents may require legislative intervention
or authoritative clarification in future jurisprudence. The case also under-
scores the importance for Indian enterprises to secure MSME registration
prior to entering into any commercial agreement if they intend to avail the
protections of the MSMED Act. Moreover, foreign entities engaging Indian
service providers must remain cautious of legal exposure under Indian
regulatory mechanisms, especially in sectors involving public tenders and
consultancy services.
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¢ Section 8 - Filing of memorandum for MSME recognition
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¢ Section 18 — Dispute resolution through Facilitation Council



