THE PAYMENT OF BONUS ACT, 1965
OBJECTIVE OF PAYMENT OF BONUS ACT

The Payment of Bonus Act, 1965 was enacted to provide for the
payment of bonuses to persons employed in certain
establishments based on profits or productivity and for the
matters connected therewith.

a) To improve statutory liability to pay bonus reward for good

work in case of profits or losses.

b) To prescribe a formula for calculating bonus

c¢) To prescribe minimum & maximum percentage of bonus

d) To provide of set-off/set on the mechanism

e) To provide a redressal mechanism

Sec-1. Short title, extent and application.—This Act may be
called the Payment of Bonus Act, 1965.

(1) It extends to the whole of India

(2) It shall apply to every factory; and every establishment in
which twenty or more persons are employed on any day during
an accounting year:

Sec-2. Definitions-

a. “Accounting year” means—1st day of April and closed
and balanced 31st day of March .

b. “Employee” means any person (other than an
apprentice) employed on a salary or wage not exceeding
[Rs. 21000] per mensem in any industry to do any skilled
or unskilled manual, supervisory, managerial,
administrative, technical or clerical work for hire or
reward, whether the terms of employment be express
or implied.

c. Salary or wage” means all remuneration (other than
remuneration in respect of overtime work) but does not
include—

(i) any other allowance which the employee is for the
time being entitled to; (ii) the value of any house
accommodation or of supply of light, water, medical
attendance or other amenity or of any service or of any
concessional supply of foodgrains or other articles;
(iii) any travelling concession; (iv) any bonus (including
incentive, production and attendance bonus); (v) any
contribution paid or payable by the employer to any
pension fund or provident fund or for the benefit of the
employee under any law for the time being in force;
(vi) any retrenchment compensation or any gratuity or
other retirement benefit payable to the employee or any
ex gratia payment made to him; (vii) any commission
payable to the employee.
Sec-8. Eligibility for bonus.—Every employee shall be entitled
to be paid by his employer statutory bonus, in accordance with
the provisions of this Act, If he has worked in the establishment
for not less than thirty days in the accounting year.
Sec-9. Disqualification for bonus.—notwithstanding anything
contained in this Act, an employee shall be disqualified from
receiving bonus under this Act, if he is dismissed from service
for—
(a) fraud; or
(b) riotous or violent behaviour while on the premises of the
establishment; or
(c) theft, misappropriation or sabotage of any property of the
establishment.
Sec-10. Payment of minimum bonus.—Every employer shall be
bound to pay to every employee in respect of the accounting
year a minimum bonus 8.33 % of the salary of wage earned by
the employee during the accounting year or 7000, whichever is
higher.

Sec-11. Payment of maximum bonus.—(1) Where in respect of
any accounting year referred to in section 10, the allocable
surplus exceeds the amount of minimum bonus payable to the
employees under that section, the employer shall, in lieu of such
minimum bonus, be bound to pay to every employee in respect
of that accounting year bonus which shall be an amount in
proportion to the salary or wage earned by the employee during
the accounting year subject to a maximum of 20%. of such
salary or wage or minimum wages whichever is higher. (2) In
computing the allocable surplus under this section, the amount
set on or the amount set off under the provisions of section 15
shall be taken into account in accordance with the provisions of
that section.]

12. Calculation of bonus with respect to certain employees.—
Where the salary or wage of an employee exceeds seven
thousand rupees or the minimum wage for the scheduled
employment, as fixed by the appropriate Government,
whichever is higher per mensem, the bonus payable to such
employee under section 10 or, as the case may be, under
section 11, shall be calculated.

Sec-15. Set on and set off of allocable surplus.—(1) Where for
any accounting year, the allocable surplus exceeds the amount
of maximum bonus payable to the employees in the
establishment under section 11, then, the excess shall, subject
to a limit of twenty per cent. of the total salary or wage of the
employees employed in the establishment in that accounting
year, be carried forward for being set on in the succeeding
accounting year and so on up to and inclusive of the fourth
accounting year to be utilised for the purpose of payment of
bonus in the manner illustrated in the Fourth Schedule.

Sec-18. Deduction of certain amounts from bonus payable
under the Act.—Where in any accounting year, an employee is
found guilty of misconduct causing financial loss to the
employer, then, it shall be lawful for the employer to deduct the
amount of loss from the amount of bonus payable by him to the
employee under this Act in respect of that accounting year only
and the employee shall be entitled to receive the balance, if any.

Sec-19. Time-limit for payment of bonus.—1 All amounts
payable to an employee by way of bonus under this Act shall be
paid by his employer—

a) Where there is a dispute regarding payment of bonus
pending before any authority under section 22, within a
month from the date on which the award becomes
enforceable or the settlement comes into operation, in
respect of such dispute;

b) In any other case, within a period of eight months from
the close of the accounting year:

Sec-26. Maintenance of registers, records, etc.—Every
employer shall prepare and maintain

1) Computation of the allocable surplus referred to in
clause (4) of section 2, in Form A.

2) Set-on and set-off of the allocable surplus, under section
15, in form B.

3) Details of the amount of bonus due to each of the
employees, the deductions under sections 17 and 18
and the amount actually disbursed, in Form C.

4) Annual returns. — Every employer shall send a return in
Form D to the Inspector so as to reach him within 30
days after the expiry of the time limit specified in section
19 for payment of bonus.
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