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PAYMENT OF BONUS ACT,1965
MEANING OF BONUS :- Bonus is share of profit which is given by employer to his employee.
	Acc. to judgement of supreme court every employer must give bonus to the employees.
	Every employer has to calculate bonus as per provisions of section 4 to 15.while calculating bonus it is neccessary that employer prepares books of accounts and working of bonus is done in following manner :-
Calculation of bonus(sec. 4-15)
Employer’s  		1 year  sale
			-expenses(u\s 4)
			Gross profit
			-expenses(u\s 5)
Available surplus:- for foreign E- 67% of available surplus and for indian E- 60% of available surplus.
Bonus is calculated from annual sales and following steps are applied as per sec 4 and sec 5 of payment of bonus act
Steps 
1.)  First of all take the annual sale
2.) From annual sale deduct the expenses of sec. 4
3.) Balance amount is gross profit
4.) From gross profit deduct the expenses of sec. 5 and balance is available surplus.
5.) From available surplus one portion is given to employee as bonus and the other is given to employer.  
The amount given to the employee is known as allocable surplus.
This is the amount of bonus given to workers.

Calculation of Allocable surplus(3-4 marks)
1.)Allocable surplus is calculated from the available surplus and if the employer is foreign company then 67% of available surplus will be given to employees as bonus.
	If the employer is some other person then 60% of available surplus will be given to employees as bonus.

Example             Annual sale 		 5 crore
		Less:sec 4 exp.		1 crore
		Gross profit 		4 crore
		Less:sec 5 exp.		2 crore
		Available surplus 	2 crore
Employer is indian company
	Allocable surplus= 60% of 2 crore i.e 1.2 crore
	1000 workers             avg. Salary 1 lac
	Total salary= 100000 * 1000= 10 crore
Allocable surplus percentage=1.2/10 * 100 i.e 12%
Explanation of example
Total salary of business is Rs. 5 crore. Expenses u/s 4 are 
1 crore hence gross profit is 4 crore. Expenses u/s 5 are 
2 crore so available surplus is 2 crore. The employer is an indian company hence the employer has to 60% of available surplus i.e Rs. 1.2 crore
If all the workers are getting total salary of 10 crore then percentage of allocable surplus is 1.2/10 * 100 i.e 12%
Each worker will get 12% bonus of his salary.
Section 10 Minimum bonus
Minimum bonus is 8.33% (‘shall’)
Section 11 Maximum bonus
Maximum bonus is 20%
Example  Allocable surplus = 2.5 crore 
		Total wages = 10 crore
Percentage of all surplus = 2.5/10 * 100 i.e 25%
Max. Bonus 10 crore * 20% = 2 crore(bonus)
Excess profit will transfer to reserve that is known as 
set on\set off  that can be used in next 4 years.
  Calculation of bonus for each worker 
1.)Total allocable surplus is devide by total salary payable to workers and percentage of allocable surplus is calculated.
2.)This percentage is the bonus payable to all workers and this percentage is applied to salary of each worker.
Section 10 Minimum bonus
Every employer ‘shall’ be pay minimum 8.33% bonus to the employees so the bonus payable must not be less than 8.33%. 
E.g 	if the allocable surplus is 7% of wages then minimum 8.33% will be given.
Section 11 Maximum bonus
If the employer has allocable surplus which is more than 20% of total wages then the employer has to pay only 20% as bonus.
E.g	if the allocable surplus is 2.5 crore and total wages are 10 crore the employer will be pay only 20% as bonus and he is not required to pay excess bonus.

SET ON/SET OFF(SEC 15,16)
First year 
 Allocable surplus 2.5 crore
Total wages 10 crore i.e. percentage of allocable surplus is 25%
(Sec 11)  Max.bonus=20% i.e. 2 crore
Set on reserve = 2.5-2 crore = 0.5 crore
Second year
If Allocable surplus 1.5 crore + 0.5 crore(set on reserve of last year) = 2 crore(i.e. 20% max. Bonus)
If allocable surplus is 1.8 crore + 0.5(set on reserve of last year)= 2.3 crore(i.e 23% but max. Bonus is 20% so balance will transfer to set on reserve)
Points  for  Set On
1.)Set on means where the employer has profits which are more than 20% of wages hence according to sec 11 the employer is not required to pay more than 20% bonus and the excess profit will be transfer to a special reserve known as set on reserve.
2.)Set on created in one year will be used in next 4 years if required.
3.)Set on will be used for giving upto 20% bonus so if after adding set on total bonus is more than 20% then only 20% bonus will be given.However if after total bonus is less than 20% then this actual amount of bonus will given.
Set On not required after 4 years
If the set on if not erquired within 4 years then after 4 years it will be given back to the employer and it will become profit of employer.
Set Off
Illustration   X  ltd.=> total wages = 10 crore 
		Allocable surplus  0.7 crore(i.e. 7% of Allocable surplus)
Minimum bonus(sec 10) = 8.33%(i.e 0.833 crore)
Set Off reserve = 0.833 – 0.7 = 0.133 crore
Points for Set Off
1.)Set off means that the employer has paid minimum bonus although his profit was less than minimum bonus i.e 8.33%.
2.)The loss excess paid by the employer will be known as Set Off and it will be transfer to a special account and the account is adjusted in allocable surplus of next 4 years.
	In the next 4 years when the employer earns profit then this profit will be given to employees as bonus after deduction of last year Set Off.
Application of Payment Of Bonus Act,1965
1.) Application of bonus Actis applicable in whole of india except jammu and kashmir.
2.) The payment of bonus is applicable in Factories.
3.) This law is applicable in other establishment if in the other establishment 20 or more workers are employed.
4.) In other establishment 10-19 workers are employed then govt. may apply this law.
5.) If in other establishment less than 10 workers are employed then even the govt. will not apply this law upon these establishment.
6.) Once this law start applying then it will continously apply even if number of workers are reduced.
Examination problem
	X ltd. had 25 workers and in one accounting year 6 worker resign from the job. The company refuse to pay the bonus in this year. Decide whether company is liable to pay bonus to it’s workers or not.
Solution 
In the above problem the company shall pay bonus because the law has become applicable upon the company.
Public sector and Private sector Establishment
1.) Payment of bonus Act is applicable only in the private sector establishments and it is not applicable in public sector establishments.
2.) Public sector undertaking means that 
a.) The business is carried on by govt company or 
b.) 40% or more ownership of establishment is held by govt.,RBI and govt company hence payment of bonus Act is not applicable upon these  establishment. For giving bonus in these establishments other laws are created.
Applicability of Bonus Act in certain Establishments
1.) Payment of Bonus Act is applicable in private sector only and it is applicable only if the employer has 20 or more employees.
The payment of Bonus Act is not applicable upon exempted employers.
2.) Following are exempted employers and the employees working under these employer will not get any bonus
a.) Universities, School and Collages.
b.) Charitable and Religious bodies.
c.) Shipping company
d.) Railway 
e.) Mines 
f.) Seasport and Airports
g.) Army, Airforce and Navy
The payment of bonus Act is not applicable upon the following employers:
1.) Employers working in jammu and kashmir.
2.) Employers working in public sector.
3.) Employer having less than 10 employees
4.) Exempted employers.
Sec 17 Onwards(different branches of single company)
If business has different branches and different branches preparers different books of accounts then the limit of 20 workers will verified differently however if there are combined books of accounts then limit of 20 workers will applied combinedly.
e.g  Different  MNC open small hotels in India each branches prepares separate books of accounts hence they will be consider as separate branches and in these branches if the number of workers are more than 20 then law will apply otherwise law will not apply.
Employers 
Factories – Manager\Supervisior
Others – company => M.D/ Director
	   Partnership => Partners
	  Propreitory  => Controller
After death =>  family members
It means following persons:-
a.) For a factories Manager orSupervisior is the employer.
b.) For other businesses, if business is a company then it’s M.D or Director are employers. If business is partnership firm than all Partners are employers and in other businesses all the persons having control over the business employer.
After the death of employer the Family members are employer will be employer.
Accounting year
Accounting year means that the time period for which bonus is calculated hence under payment of bonus Act accounting year is to be defined
	For company and corporation accounting year means the time period for which books of accounts are prepared and given to the shareholders or owners.
	For other persons(e.g partnership firm) accounting year always the time period starting on 1st April till 31st March.

Time for payment of bonus
1.) Bonus must be paid within 8 months from the end of accounting year.
2.) If bonus is paid late then 8 months will be counted and after that employer have to pay interest and penalty.
3.) If there is dispute between the employer and the employees then bonus will be within 1 month of the decision of court.
4.) Employer may pay bonus to the employees during the year it is known as ‘Interim devidend’.

Employee 
Bonus = 1 year = 30 days
Persons  work for money  skilled, unskilled and supervisory
1 month = salary(Rs.3500p.m or less)(before amendment)
	    Salary(Rs.10000p.m or less)(after amendment)
	Employee means a person who works for a money. Employee works with a employer and he has contracts of service.
	Employee may work in supervisory manner, employee may be doing skilled work, unskilled work or any type of work.
Eligibility to receive Bonus
Employee will receive bonus only if employee has work for 30 days.
Employee not entitled to receive bonus
Some employees are not entitled to receive Bonus
1.) If an employee is dismiss from service then bonus will not be given to that employee if this employee is re-instated then he will receive bonus.
2.) Trainee employee  Off the job employee
Probationer  On the job employee
[bookmark: _GoBack]		Trainee employees donot receive bonus however if employee is probationer (the person who is doing work for learning something/canidedate or nominee) then they will receive bonus.
3.) Contract labour
Causal labour  permanent 
Contract and causal labour
	When a person has contract labour or causal labour then such worker will not get bonus. In this case these worker are not entitled receive any bonus under payment of bonus act,1965.
	Causal labour is labour who works under the employer for some short time and this labour does not receive bonus because they are not permanent employee of the employer.
4.) Temporary worker
Part time worker  permanent
Temporary worker and part time workers
	Temporary workers is not a permanent worker hence he will not get bonus however a part time worker is regular permanent worker he will get the bonus.
Imp. Note  
	In earlier time the employees whose monthly salary was Rs. 3500 p.m or lesser used to get bonus however now a days employees having a salary Rs. 10000 or lesser get bonus under this law.
Adjustment of Interim Bonus from final bonus
1.) If the employer pays interim bonus to the workers then this bonus will be adjusted from the final bonus.e.g interim bonus 5% is paid and final bonus is 17%. In this case the employer will pay only 12% as bonus.
2.) If the employees demand that interim bonus should not adjusted from final bonus then employer need not accept this demand.
3.) If the interim bonus paid is more than final bonus then interim bonus can be adjusted from salary also.
Festival bonus(pooja bonus)
	If the employer pays festivals bonus to the employee then it is also allowed as deduction from final bonus.
	Festival bonus is also known as pooja bonus and it can be paid any time during the period.
Bonus connected with production(production bonus)
	Some time employer pays bonus to the employee according to production plan. However employee receive bonus according to the production plan or according to the payment of bonus act whichever is more.
e.g.  X ltd. calculated the bonus of employees according to production plan it was Rs. 2000 after that company calculated the bonus as per payment of bonus act it was Rs. 3000. The company will have to pay Rs. 3000 as bonus.
New business and new undertaking
Bonus  compulsory
	1 year – 5 year = N.A
	6 year – 7 year = N.A
	Sec. 10(min. 8.33%)
	1 year – 5 year = N.A
	6 year – 7 year = N.A
	Set On/ Set Off
	1 year – 5 year = N.A
	6 year – 7 year = Apply
1.) When the business is started for initial years business may not have profits and in these years the employer will not compulsory required to pay bonus.
2.) For first 5 years it is not compulsory to pay bonus and it is also not compulsory to pay minimum bonus(8.33%) in these years Set On /Set Off is not created.
3.) In 6th and 7th year again minimum bonus is not compulsory and it is also not compulsory to pay bonus. In these years Set On/Set Off will be created.
4.) From 8th year bonus will be compulsory and minimum bonus is also compulsory. Set On/Set Off have already started in these years.
Application to govt. for taking exemption from Bonus Act
Under the payment of bonus act if an employer does not have sufficient profits then in this case the employer may make an application to the govt. for getting the exemption from payment of bonus act. In this case govt. may allow the permission to the employer not to pay bonus to the employer and not penalty will be imposed upon the employer.
Appropriate Govt.
1.) Every employer has to go to the appropriate govt. for taking the permission from the govt.
2.) If the employer has bonus in the area of state govt. then state govt. is the appropriate govt. similarly if the employer has business in the area of central govt. then central govt. is the appropriate govt..
RECOVERY OF BONUS

1.) Whenever employer does not pay bonus to the employees then in this case employer will be liable to penalties and in this case the employee can make a complaint to the appropriate govt. The govt. will appoint inspector. Inspector will carry out investigation and they will make a report to govt. After getting the report the govt. will order to employer to pay the bonus.
2.) The complaint to the govt. can be made within 1 year from the date on which the bonus became due.
3.) If the employer does not pay bonus even after the order of govt. then the govt. will make a certificate and the certificate will send to collector of the area in which employer carry on it’s business.
4.) The collector will attach the properties of the employer and the property will be sold. The money received from the sale of property will be used for payment of bonus.
5.) If the money received more than the amount of bonus then extra money will be given back to the employer.  On the other hand if the money received is less than the amount of bonus then further assets will be attached.

INSPECTORS
1.) Inspector are appointed by the appropriate govt. and the appropriate govt. defines their powers.
2.) The inspector may enter into the factory, office or shop or other business place of employer.
