Issue of Bonus Shares:

A private limited company wants to issue bonus shares subject to the provisions in its AOA, Company is eligible to issue such bonus shares. A Company cannot issue Bonus, unless it is authorized by its Article of Associations (AOA), therefore, the AOA must contain provision for authorizing for issue of Bonus Shares. In the absence of such authorization, AOA will have to be altered by applying the provisions of Section 31 of the Companies Act, 1956.
The Paid up share capital after bonus issue must be within the authorized share capital of the Company otherwise authorized Share Capital of the company shall have to be increased at first place and then the Company can go in for an Issue of Bonus Shares.

SEBI Guidelines will not applicable to Private Company and Unlisted Public Company. Private Company can issue bonus shares subject to the AOA. Its financial position is also good.

It is not necessary for the company to declare dividend and Declaration of dividend is also not pre-requisite for issue of bonus share. So, your company can issue the bonus share to shareholders. 
Relevant Provisions of Companies Act 1956:

Provisions contained in the Companies Act, 1956 The Companies Act, 1956 does not contain a separate set of sections dealing with bonus shares. The Act though has made references to bonus issue/shares in its certain sections.
Reference may be made to section 205 of the Companies Act, 1956, which provides that dividend could only be paid out of profits. The proviso to subsection (3) of section 205 permits capitalization of profits or reserve of a company for the purpose of issuing fully paid-up bonus shares or paying up any amount for the time being unpaid on any shares held by the members of the company. 
The provision of bonus issue in the companies act, 1956 is provided under the Section 81, Further issue of the shares.

*** Regulations 96 & 97 of Table A to Schedule I of the Companies Act, 1956 contain provisions relating to capitalization of profits and reserves of the company. As per these regulations the proposal to issue bonus shares has to be approved by the shareholders of the company in general meeting upon recommendation by the Board of Directors of the company.However if these regulations have been excluded from the Articles of Association (AOA) of the company then it shall be sufficient if the Board approves the bonus issue. To conclude if your AOA required obtaining shareholders approval then you need to pass Ordinary Resolution and file E-Form 23 along with E-Form 2 for allotment otherwise it shall be sufficient to pass Board resolution for allotment of bonus shares.
*** If the Company has adopted Regulations 96 of Table A in Schedule I of the Companies Act, 1956 only the Share Premium account and Capital Redemption Reserve Account shall be applied in paying up unissued shares of the Company to be to members of the Company as fully paid bonus shares.
Relevant Guidelines of SEBI (For Listed Company):
The Bonus issue provisions are clarified in the SEBI's Disclosure of Investor Protection Guidelines (now changed to the Issue of Capital and disclosure requirements 2009) Here is the Chapter XI of Issue of Capital and Disclosure Requirement, which clarifies the provision relating to bonus Issue CHAPTER IX BONUS ISSUE. 
Conditions for Bonus Issue:

Regulation 92: 
Subject to the provisions of the Companies Act, 1956 or any other applicable law for the time being in force, a listed issuer may issue bonus shares to its members if: 
(a) it is authorized by its articles of association for issue of bonus shares, capitalization of reserves, etc.: Provided that if there is no such provision in the articles of association, the issuer shall pass a resolution at its general body meeting making provisions in the articles of associations for capitalization of reserve; 
(b) it has not defaulted in payment of interest or principal in respect of fixed deposits or debt securities issued by it;
(c) it has sufficient reason to believe that it has not defaulted in respect of the payment of statutory dues of the employees such as contribution to provident fund, gratuity and bonus; 
(d) the partly paid shares, if any outstanding on the date of allotment, are made fully paid up Restriction on bonus issue. 
Regulation 93: 
(1) No issuer shall make a bonus issue of equity shares if it has outstanding fully or partly convertible debt instruments at the time of making the bonus issue, unless it has made reservation of equity shares of the same class in favour of the holders of such outstanding convertible debt instruments in proportion to the convertible part thereof.
 (2) The equity shares reserved for the holders of fully or partly convertible debt instruments shall be issued at the time of conversion of such convertible debt instruments on the same terms or same proportion on which the bonus shares were issued. Bonus shares only against reserves, etc. if capitalized in cash.
Regulation 94: 
(1) The bonus issue shall be made out of free reserves built out of the genuine profits or securities premium collected in cash only and reserves created by revaluation of fixed assets shall not be capitalized for the purpose of issuing bonus shares. 
(2) Without prejudice to the provisions of sub-regulation (1), the bonus share shall not be issued in lieu of dividend. 
Completion of bonus issue:

 Regulation 95: 
(1) An issuer, announcing a bonus issue after the approval of its board of directors and not requiring shareholders’ approval for capitalization of profits or reserves for making the bonus issue, shall implement the bonus issue within fifteen days from the date of approval of the issue by its board of directors: Provided that where the issuer is required to seek shareholders’ approval for capitalization of profits or reserves for making the bonus issue, the bonus issue shall be implemented within two months from the date of the meeting of its board of directors wherein the decision to announce the bonus issue was taken subject to shareholders’ approval.
 (2) Once the decision to make a bonus issue is announced, the issue cannot be withdrawn. 

Sources of Fund:
So as per the interpretation the Companies Act permits utilization of reserve arising out of revaluation of assets for purpose of issuing fully paid up bonus shares. But one should also not forget this area is very critical and vulnerable— 
1. Capitalization of profits is a process where accumulated profits and reserves are converted into capital.
 2. The issue of bonus shares is permitted only out of free reserves (being built up from genuine profits of the entity) or from Share premium account (collected in cash only). 
It is worth to note here Capital Reserves created on revaluation of assets or without cash accrual should be ignored for the purposes of bonus issues.
Section 78(2) of the Companies Act says that the Securities Premium Account may be applied by the Company in paying up unissued shares of the Company to be to members of the Company as fully paid bonus shares. The Capital Redemption Reserve Account may also be applied in above mentioned way as per Section 80(5) of the Companies Act, 1956. 

The Supreme Court held in case of Bhagwati Developers V/s Peerless General Finance & Investments Co. Ltd. & others (2005) decided that proviso of section 205(3) permits capitalization of profits or reserve of a Company for the purpose of issuance of fully paid Up Shares. However, the Shares issued by ay of capitalization of revaluation reserves will not be considered for Promoter Contribution/issue of Bonus Shares under the SEBI Guidelines.
The Supreme Court in the case of CIT V/s General Insurance Corporation (2008) has held that expenditure on bonus share is not a capital expenditure as there is no increase in the capital base of the company because existing free reserves of the company are utilized for issue of bonus shares.

Also Refer for “REASON FOR NOT TO USE REVALUTION RESERVE FOR BONUS ISSUE Circular No. (17/32/93-CLV)”: issued by the Department of Company Affairs, to all Chambers of Commerce and Industries, regarding ‘Prohibition of Issue of Bonus Shares by Reserves Created by Revaluation of Fixed Assets’.

Return as to allotments:
Section 75 in the Companies Act, 1956

(1) Whenever a company having a share capital makes any allotment of its shares, the company shall, within 30 days thereafter,- 
(c) file with the Registrar (Registrar of Companies)- 

(i) in the case of bonus shares, a return stating the number and nominal amount of such shares comprised in the allotment and the names, addresses and occupations of the allottees and a copy of the resolution authorizing the issue of such shares; 

(ii) in the case of issue of shares at a discount a copy of the resolution passed by the company authorizing such issue together with a copy of the order of the Court sanctioning the issue and where the maximum rate of discount exceeds ten per cent., a copy of the orders of the Central Government permitting the issue at the higher percentage.] 

(3) If the Registrar is satisfied that in the circumstances of any particular case the period of 2[thirty days] specified in subsections (1) and (2) for compliance with the requirements of this section is or was inadequate, he may, on application made in that behalf by the company, whether before or after the expiry of the said period, extend that period as he thinks fit]; and if he does so, the provisions of sub- sections (1) and (2) shall have effect in that particular case as if for the said period of 1[ thirty days] the extended period allowed by the Registrar were substituted. 

(4) If default is made in complying with this section, every officer of the company who is in default shall be punishable with fine which may extend to five hundred rupees for every day during which the default continues:
 Provided that in case of contravention of the proviso to clause (a) of sub- section (1), every such officer, and every promoter of the company who is guilty of the contravention shall be punishable with fine which may extend to five thousand rupees.
(5) Nothing in this section shall apply to the issue and allotment by a company of shares which under the provisions of its articles were forfeited for non- payment of calls. Commissions and Discounts 

