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Introduction

In a significant judgment clarifying the scope of benefits under the MSMED Act, 2006, the Kerala High Court in M/s. Luxe Panel
Distributors v. Additional Commissioner of Customs & Anr. held that retail and wholesale traders, even if registered as Micro
Enterprises under the MSMED Act, cannot claim exemption from BIS certification under the Plywood and Wooden Flush Door
Shutters (Quality Control) Order, 2024 (QCO). The Court clarified that such entities are only entitled to limited recognition for the
purpose of availing priority sector lending, and not for broader regulatory exemptions.
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Background

The petitioner, M/s. Luxe Panel Distributors, is a wholesale and retail plywood trader and importer based in Ernakulam, Kerala. It
holds a valid Udyam registration certificate under the MSMED Act, 2006, as a Micro Enterprise. On 15 March 2024, the Ministry
of Commerce and Industry issued a Quality Control Order (QCO) under the Bureau of Indian Standards Act, 2016, mandating
BIS certification for products such as plywood and wooden flush door shutters.

The QCO was set to take effect from 28 February 2025. However, the second proviso to Order 1(2) of the QCO deferred its
application to Micro Enterprises until 28 August 2025. On 14 March 2025, the petitioner imported a consignment of Indonesian
plywood and filed bills of entry shortly after. Customs officials, however, refused clearance on the ground that the goods lacked
BIS certification, as required under the QCO.

Petitioner’'s Case

The petitioner argued that being a registered Micro Enterprise, it was entitled to the benefit of the deferred compliance period
under the second proviso to Order 1(2) of the QCO. It contended that the QCO would not apply to its imports until 28 August
2025. It therefore sought directions from the Court to compel the Customs authorities to clear the consignments and to restrain
the CFS (Container Freight Station) from levying demurrage for the delay.

Respondents’ Objections

The Customs Department strongly contested the petitioner’s eligibility for exemption. Citing various Office Memoranda issued by
the Ministry of MSMEs (Exts. R1(b), R1(c), and R1(d)), the respondents argued that retail and wholesale traders were excluded
from the benefits of the MSMED Act except for the limited purpose of accessing priority sector credit. They acknowledged that
while such traders were re-included under the MSME framework after initial exclusion, the re-inclusion was expressly confined to
credit-related benefits. Therefore, they asserted that the petitioner’s registration could not be relied upon to claim regulatory
exemptions under the QCO.

Court’s Analysis

Justice Ziyad Rahman A.A. held that the QCO exemption for Micro Enterprises must be strictly construed. Since wholesale and
retail traders’” MSME recognition is confined to priority sector lending only, they cannot extend it to regulatory exemptions like
QCO deferment. The petitioner’s registration under the MSMED Act does not confer eligibility for the benefit under the second
proviso to Order 1(2) of the QCO.
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Relying on the statutory and administrative framework, the Court concluded that the MSME status granted to wholesale and retail
traders did not extend to benefits like exemption from BIS certification under quality control orders. The MSME certificate, in this
case, served only a limited financial purpose and could not be used to claim broader statutory advantages not expressly provided
by the governing law or policy.

Judgment

The Court dismissed the writ petition, holding that the petitioner was not entitled to invoke the deferred implementation benefit
under the QCO. It clarified that the exemption was applicable only to Micro Enterprises entitled to full benefits under the MSMED
Act, which did not include retail and wholesale traders except for credit-linked purposes. The Court, however, added that the
dismissal was without prejudice to the petitioner’s right to pursue alternate legal remedies before an appropriate forum.

Conclusion

This judgment reinforces the narrow scope of MSME recognition for retail and wholesale traders under the MSMED Act. It makes
clear that mere registration on the Udyam portal does not entitle traders to automatic exemptions under other regulatory regimes
unless specifically extended to them. Importers and MSMEs must carefully evaluate the nature and scope of their MSME
classification before claiming benefits under schemes such as the Quality Control Orders issued by the BIS or the Ministry of
Commerce. The ruling is a cautionary precedent for entities relying on technical MSME status to bypass mandatory compliance
frameworks.
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