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RAJYA SABHA

The following Bills were introduced in the Rajya Sabha on the 22nd Tanuary,
1976:—

I

BiLL No. XIV oF 1976

A Bul further to amend the Payment of Bonus Act, 1965.

BE it enacted by Parliament in the Twenty-sixth Year of the Republic of
India as follows;—

1. (1) This Act may be called the Payment of Bonus (Amendment) Act, ghort
1976, title and

com-
(2) It shall be deemed to have come into force on the 25th day of Septem- memce-

ber, 1975, ment,

2. In the Payment of Bonus Act, 1965 (hereinafter referred to as the Ameng
21 of 1965. principal Act), for the long title, the following long title shall be substituted, ment of-

namely: — long title,
“An Act to provide for the payment of bonus to persons employed in

certain establishments on the basis of profits or on the basis of production
or productivity and for matters connected therewith.”,

(423)
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Amend~ 3. In section 1 of the principal Act,—

nt of
l::ztion 1, (@) to sub-section (3), the following proviso shall be added, nameby:—

“Provided that the appropriate Government may, after giving
not less than two months’ notice of its intention so to do, by notifica-
tion in the Official Gazette, apply the provisions of this Act with effect
from such accounting year as may be specified in the notification, to
any establishment or class of establishments [including an establish-
ment being a factory within the meaning of sub-clause (if) of clause
(m) of section 2 of the Factories Act, 19481 employing such number
of persons less than twenty as may be specified in the notification; so,
however, that the number of persons so specified shall in no case be
less than ten.”;

(b) in sub-section (4), after the existing proviso, the following pro-
o shall be inserted, namely:—

“Provided further that when the provisions of this Act have been

made applicable to any establishment or class of establishments by the
issue of a notification under the proviso to sub-section (3), the refe-
rence to the accounting year commencing on any day in the year 1964
and every subsequent accounting year or, as the case may be, the
reference to the accounting year commencing on any day in the year
1968 and every subsequent accounting year, shall, in relation to such
establishment or class of establishments, be construed as a reference
to the accounting year specified in such notification and every subse-
quent accounting year.”;

(¢) in sub-section (5),—

(1) the words, brackets, letter and figure “under clause (b)
of sub-section (3)” shall be omitted;

(i) the words, brackets and figure “of, as the case may be,
the number specified in the notification issued under the ‘pProviso to
subsection (3)” shall be added at the end.

Amend- 4, In section 2 of the principal Act,~—
ment of
gection 3. (a) in clause (4),—

(i) in sub-clause (a), the brackets and words “(other than a
banking company)” shall be omitted;

(i) the words, brackets and figures “and includes any amount
treated as such under sub-section (2) of section 34” shall be omitted:

(b) in clause (8), after the words, brackets and figures “any subsidi-
ary bank as defined in the State Bank of India (Subsidiary Banks) Act,
1959”, the words, brackets, figures and letter “any corresponding mew
bank specified in the First Schedule to the Banking Companies (Acquisi-
tion and Transfer of Undertakings) Act, 1970, any co-operative bank as
defined in clause (bii) of section 2 of the Reserve Bank of India Act, 1934,”
shall be inserted.

88 of 1943.

38 of 1950,

5 of 1970,
3 of 1934
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5. For section 4 of the principal Act, the following section shall be substi- Substicu.
tion of

tuted, mamely;—
new gec-
tion for
section
“4. The gross profits derived by an employer from an establishment Computa.
in respect of any accounting year shall be calculated in the manner speci- tg‘:;;’;
ro.

fied in the First Schedule.”. fits

8. In section 6 of the principal Act, in clause (d), for the words “Third Amend-

Schedule”, the words “Second Schedule” shall be substituted. ment of
gectlon 6,
7. For gection 10 of the principal Act, the following section shall be Substitu-

substituted, namely: — tion ot
new sec.

tion for

section

10.

‘10. (1) Subject to the other provision of this Act, where an em- Amount
ployer has any allocable surplus in any accounting year, then, he shall be of bonua
bound to pay to every employee in respect of that accounting ycar a
minimum bonus which shall not be less than four per cent. of the salary
or wage earned by the employee during the accounting year or one hun-
dred rupees whichever is higher, or, in a case where the allocable surplus
exceeds the maid amount of minimum bonus payable tc the employees, an
amount in proportion to the salary or wage carned by the employee dur-
ing. the accounting year subject to a maximum of twenty per cent. of

such salary or wage:
Provided that where an employee has not completed fifteen years of
age at the beginning of that accounting year, the provisions of this sub-
section shall have effect in relation to such employee as if for the words
“one hundred rupees”, the words “sixty rupees” were substituted.
(2) Notwithstanding anything contained in sub-section (1),
employer shall be bound to pay to every employee in respect of the ac-
counting year commencing on any day in the year 1974, a minimum bonus
which shall be four per cent. of the salary or wage carned by the em-
ployee during that accounting year or one hundred rupees whichever is
higher, whether or not the employer has any allocable surplug in that ac-

counting year:

Provided that where an employee has not completed fifteen years
of age at the beginning of that accounting year, the provisions of this
sub-section shall have effect in relation to such employee as if for
the words “one hundred rupees”, the words “sixty rupees” were

substituted:

Provided further that where any employer has beforc the commence-
ment of the Payment of Bonus (Amendment) Act, 1976 paid to his
employees in respect cf the accounting year commencing on any day in
the year 1974, a minimum bonus in excess of that specificd in this sub-
section, notwithstanding that such employer did not have the required
allocable surplus for the payment of such bonus, then, such employer
shall deduct the excess amount of bonus so paid from the amount of
bonus payable by him to the employees under this Act in respect of the
three immediately succeeding accounting years and the employees shal)

be entitled to receive only the balance.

every
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(3) For the purposes of this section, the allocable surplus shall
be computed taking into account the amount set on or set off in the
three immediately preceding accounting years and in the accounting
year in respect of which the bonus is payable, in the manner illustrated in
the Third Schedule.’.

B. Section 11 of the principal Act shall be omitted.

9. In section 12 of the principal Act, the words and figures “or, as the

casc may be, under section 11,” shall be omitted.

sub

sub:

10. For section 13 of the principal Act, the following section shall be
stituted, namely;—

“13. Where an employee has not worked for all the working days
in any accounting year, the bonus payable to him under section 10 shall
be proportionately reduced.”.

11. For section 15 of the principal  Act, the following section sball be
stituted, namely: -

“15. (1) Where for any accounting year, the allocable surplus exceeds
the amount of bonus payable to the employees in the establishment under
section 10, 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 succeed-
ing accounting year and so on, to be utilised for the purpose of payment
of bonus, in the manner illustrated in the Third Schedule.

(2) Where for any accounting year, there is no allocable surplus or
the allocable surplus in respect of that year falls short of the amount of
bonus payable to the cmployecs in the establishment under section 10,
and there ijs no sufficient amount carried forward and set on under sub-
section (1) which could be utilised for the purposc of payment of bonus,
then, so much amount as is necessary for the payment of bonus under this
Act shall be carried forward for being set off in the succeeding accounting
year and so on, in the manner illustrated in the Third Schedule.

(3) The principle of set on and set off as 111ustrat¢d in the Third
Schedule shall apply to all other cases not covered by sub-section (1) or
gub-section (2) for the purpose of payment of bonus under this Act.”.

12. Tn section 16 of the principal Act,—

(a) for sub-section (1) and the Explanations thereto, the following
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. sub-sections and Explanations shall be substituted, namely: —

*(1) Where an establishment is newly set up, whether before or
after the commencement of this Act, the employees of such establish-
ment shall be entitled to be paid bonus under this Act in accordance
with the provisions of sub-sections (14), (1B) and (1C).

(14) In the first five accounting years following the accounting
year in, which the employer sells the goods produced or manufactured
by him or renders services, as the case may be, from such establish-
ment, bonus shall be payable only in respect of the accounting year
in which the employer derives profit from such establishment and such
Bonus shall be calculated in accordance with the provisions of this
Act in relation to that year, but without applying the provisions of
section 15.

(IB) For the sixth and seventh accounting years following the
accounting year in which the employer sells the goods produced or
manufactured by him or renders services, as the case may be, from
such establishment, the provisions of section 15 shall apply subject
to the following modifications, namely:—-

(/) for the sixth accounting year—
set on or set off, as the case may be,
shall be made in the manner illustra-
ted in the Third Schedule taking into
account the excess or deficiency, if
any, as the case may be, of the alloca-
ble surplus set on or set off in respect
of the fifth and sixth accounting years;

(il) for the seventh accounting year—

set on or set off, as the case may be,
shall be made in the manner illustrat-
ed in the Third Schedule taking into
account the excess or deficiency, if
any, as the case may be, of the alloca-
ble surplus set on or set off in respect
of the fifth, sixth and seventh account-
ing years,

(1C) From the eighth accounting year following the accounting
yesr in whicly the employer sells the goods produced or manufactured
by him or renders services, as the case may be, from such establishment,
the provisions of section 15 shall apply in relation to such establishment
as they apply in relation to any other establishment.

Explanation 1.—For the purpose of sub-section (I), an estab.
tishment shall not be deemed to be newly set up merely by reason
of a change in its location, management, name or ownership.

Explanation 11.—For the purpose of sub-section (14), an em-
phoyer shall not be deemed to have derived profit in any accounting
year unless—

(a) he has made provision for that year’s depreciation to
which he is entitled under the Tncome-tax Act or, as the case may
be, under the agricultural income-tax law; and

(b) the arrears of such depreciation and losses incurred by him
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in respect of the establishment for the previous accounting years
have been fully set off against his profits,

Explanation lll.—For the purposes of sub-sections (14),
(IB) and (1C), sale of the goods produced or manufactured
during the course of the trial running of any factory or of the
prospecting stage of any mine or an oil-field shall not be taken
into consideration and where any dquestion arises with regard
to such production or manufacture, the decision of the appro-
priate Government, made after giving the parties a reasonable
opportunity of representing the case, shall be final and shall not
be called in question by any court or other authority.”;
\p) in sub-section (2), for the word, brackets and figure “sub-section
(1)”, the words, brackets, figures and letters “sub-sections (1), (14),
(1B) and (1C)” shall be substituted.

Amend- 13, In section 19 of principal Act,—
o (a) in sub-section (1), for the brackets, figure and words “(1)
19, Subject to the provisions of this section, all amounts”, the words “All am-

ounts” shall be substituted;
(b) sub-sections (2) to (7) shall be omitted.
14, In section 20 of the principal Act,—

Amend-
ment of (a) in sub-section (1), the brackets and figure “(1)” shall be omirted;
section
20, (b) sub-section (2) shall be omitted,
Amend 15. In section 21 of the principal Act, in the Explanation, the figures *, 24”
ment of  Shall be omitted.
section
21 L. . .
Ar;len d 16. In section 23 of the principal Act, in sub-section (1), for the words
ment of  and figures “and in sections 24 and 257, the words and figures “and in
section section 25" shall be substituted.
23,
Omisaion 17. Section 24 of the principal Act shall be omitted.
of gection
24,
Amend- 18. Tn section 27 of the principal Act, sub-section (5) shall be omitted,
ment of
section 27,
Insertion 19. After section 31 of the principal Act, the following section shall be
of new inserted, namely:—-
section
31A. )

“31A. Notwithstanding anything contained in this Act—
Special
ng’i;n (i) where an agreement or a settlement has been entered
with Tes- into by the employees with their employer before the commence-
pect to ment of the Payment of Bonus (Amendment) Act, 1976, or
payment .
of bonus (it) where the employees enter into any agreement or set-
linked tlement with their employer after such commencement,
with
production for payment of an annual benus linked with production or productivity in
or lien of bonus based on profits payable under this Act, then, such employees
%igf;c- shall be entitled to receive bonus due to them under such agreement or

settlement, as the case may be:
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Provided that such employces shall not be entitled to be paid such
bonus in excess of twenty per cent. of the salary or wage earned by them
during the relevant accounting year,”.

20. In section 32 of the principal Act,—

(a) for clause (vii), the following clause shall be substituted,
namely:—

“(vii) employees employed by a banking company;”;
(b) in clause (ix),—

(i) after sub-clause (f), the following sub-clause shall be
inserted, namely:—

“(ff) the Industrial Reconstruction Corporation of India;”;

(i) in sub-clause (g), thc brackets and words “(other than a
banking company)” shall be omitted;

(¢) clause (x) shall be omitted.

21. Section 33 of the principal Act shall be omitted,

22, For section 34 of the principal Act, the following section shall be
substituted, namely:—

“34. Subject to the provisions of section 31A, the provisions of this
Act shall have effect notwithstanding anything incomsistent therewith
contained in any other law for the time being in force or im the terms of
any award, agreement, settlement or contract of service.”.

. 23, Section 37 of the principal Act shall be omitted.

24. In section 38 of the principal Act, in sub-section (3),—

(a) for the words “or in two successive sessions”, the words ‘“‘or
in two or more successive scssions” shall be substituted,;

(b) for the words “in which it is so laid or the session immediately
following”, the words “immediately following the session or the succes-
sive sessions aforesaid” shall be substituted.

25, The First Schedule to the principal Act shall be omitted.

26. 1n the Second Schedule to the principal Act,—
(a) for the heading “THE SECOND SCHEDULE”, the heading
“THE FIRST SCHEDULE” shall be substituted;

(b) for the sub-heading “[See section 4(b)]”, the sub-heading
“(See section 4)” shall be substituted;
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(c) in Item 3, after sub-item (4), the following sub-itern shall be
inserted, namely:—

“(aa) The amount debited in respect of gratuity paid or pay-
able to employees in excess of the aggregate of—

(7) the amount, if any, paid to, or provided for payment
to, an approved pratuity fund; and

(i) the amount actually paid to employees on their re-
tirement or on termination of their employment for any reason,”;

(d) in Ttem 6, for sub-item (g), the following sub-item shall be
substituted, namely;—-

“(g) Cash subsidy, if any, given by the Government or by any
body corporate established by any law for the time being in force
or by any other agency through budgetary grants, whether
given directly or through any agency for specified purposes and the
proceeds of which are reserved {or such purposes.”;

(e) before the Foot-notes, the following Explanation shall be inserted,
namely: —

‘Explanation—In sub-item (aa) of Item 3, “approved gratuity
fund” has the same meaning assigned to it in clause (5) of section
2 of the Income-tax Act.’,

27. In the Third Schedule to the principal Act,—

(a) for the heading “THE THIRD SCHEDULE”, the heading
“THE SECONI SCHEDULE” shall be substituted;

(b) in Jtem 1, in column (2), the words *, other than a banking
company” shall be omitted;
(¢) Item 2 and the entries relating thereto shall be omitted;
(d) in the Explanation, the figures and brackets *, 2({i).” shall be
omitted,
28. For the Fourth Schedule to the principal Act, the following Schedule
shall be substituted, namely:—

‘THE THIRD SCHEDULE
(See sections 10, 15 and 16)
The Hlusteation in this Schedule has been worked out with reference to an establishment

which has an annual salary or wage bill of rupees one lakh, twenty per cent, of which amounts ta
Rs. 20,000 and four per cent. of which amounts to Rs, 4,000.

Year Ampunt equa! ‘Seton’or‘set Amount paid or Balance of ‘set
to gixty percent. off’ of the pre-  payable as bonus  on’ or "set off’
or sixty-seven ceding year

per cent., a8 the
case may be, of
available surplus
allocable as bonus

(1) (2) 3 «) (5
(Rs.) (Rs.) (Rs.) (Rs.)
X. 42,000 4 3,000(a) 20,000 +23,000

2. Nil 23,000 29,000 +3,000
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3 10,000 3,000 13,000 Nil
4. 10 Ni 4,000 —3,990
5 100 ~3,990 Nil —3,890
6. Nil —3,890 Nit -—3,890
7 23,800 —3,800 20,000 Nil
8. Nil Nil Nil Ni1
9. 25,000 Nil 20,000 + 5,000
X0, 15,100 -+ 5,000 20,000 4100
II. Nil +100 4,000 —3,900

Nores.—I. The notation ¢¢4 *denotes ‘set on’ and the notation ¢°—— denotes ‘set off.

3. ‘*a* repregents the amount ‘set on’ as caleulated under the provisions of this
Act aa it stood immediately before the commencement of the Payment of Bonus
(Amendment) Act, 1976.

28. In sub-section (1) of section 36 of the Income-tax Act, 1961, in the Amend.
proviso to clause (#), for the words “Provided that the amount of the bonud ment of
or commission”, the words “Provided further that the amount of the bonus sectlon 38
(not being bonus referred to in the first proviso) or commission” shall be sub- °f the In-

stituted and before that proviso as so amended, the following proviso shall be f&? otax
inserted, namely:-- )

“Provided that the edeuction in respect of bonus paid to an employee
employed in a factory or other establishment to which the provisions of the
Payment of Bonus Act, 1965 apply shall not exceed the amount of bonus
payable under that Act.”.

30, For the removal of doubts, it is hereby declared that notwithstanding gaving.
the amendments made to the principal Act by this Act, the provisions of the
principal Act as they stood from time to time before the commencement of this
Act shall apply and contlpue to apply to and in relation to the payment of
bonus in respect of any accounting year preceding the accounting year com-
mencing on any day in the year 1974.

31, (1) The Payment of Bonus (Amendment) Ordinance, 1975 is hereby Repeal

repealed. and
saving.
(2) Notwithstanding such repeal, anything done or any action taken under

the principal Act, as amended by the said Ordinance, shall be deemed to have
been done or taken under the principal Act as amended by this Act.
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STATEMENT OF OBJECTS AND REASONS

The Government of India, by their Resolution No, U-23018/1/72-WB
dated the 28th April, 1972, constituted a Committee known as the Bonus
Review Committee to review the operation of the Payment of Bonus
Act, 1065. The Commlitee submitted its final report on the 14th October,
i974, After careful consideration of the recommendations made and the
viewpoints expressed therein, Government decided inter aliz that—

(1) 1t should be made clear that the Act provides for payment of
bonus on the basis of profits or on the basis of production or pro-
«duetlvity and for matters connected therewith;

(i) power should be given to the appropriate Govermments to
apply the Act to any establishment or class of establishments
employing ten or more workers, by giving two months notice in the
Officlal Gazette;

(lil) payment of minimum bontis should be subject to the
availability of allocable surplus, even it it be a marginal amount;

(lv) the minimum bonus should be equal %o four per cent. of
salary/wage. However, the amount of minimum bonus in absolute
terms should be ralsed from Rs. 25 to Rs. 60 in the case of persons
below 15 years and from Rs. 40 to Rs, 100 in the case of others;

(v) in respect of the accounting year commencing on any day
in the year 1974, every employer should pay to every employee a
minimum bonus as mentioned above whether or not the employer
has any allocable surplus in that accounting year, and that if any
employer has paid a minimum hbonus in excess of what is gpecified,
notwithstanding that such employer did not have the required
allocable surplus for payment of such bonus, then, such employer
shall deduct the excess amount of bonus so pald from the amount
of bonug payable by him to the employees In respect of the three
immediately succeeding accounting years;

(vl) banking companies should be excluded from the purview
of the Act;
(vil) agreements/settlements for the payment of bonus based on

production/productivity in Heu of bonus based on profits should also
be subject to a maximum of 20 per cent., as in the case of bonus

based on profits;
(vill) sectlon 34(3) of the Act should be omitted;

(ix) section 38 of the Income-tax Act should be amended to
provide that deductions in respect of bonus paid to an employee
employed in a factory or other establishment to which the provisions
of the Payment of Bonus Act, 1965, spply shall not exceed the

amount of bonus payahle under that Act,
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2. An Ordinance, namely, the Payment of Bonus (Amendment)
Ordinance, 1975, was promulgated by the Presldent under clause (1) of
article 123 of the Constitution on the 25th September, 1975, to glve
effect to the above decisions and to provide for other connected matters,

The Bill seeks to replace the Ordinance.
K. V. RAGHUNATHA REDDY.

New DrLH1;
The 20th December, 1975
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Memorandum explaining the modifications contained in the Payment of
Bonus (Amendment) Bill, 1976 which seeks to repeal and replace
the Payment of Bonus (Amendment) Ordinance, 1975.

The Payment of Bonus (Amendment) Bill, 1976 seeks to repeal and
replace the Payment of Bonus (Amendment) Ordinance, 1875. The
Bill closely follows the Ordinance with slight modiflcations which are
explained below.

Clause 7—Clause 7 of the Bill (which corresponds to section 8 of the
Ordinance) seeks to substitute section 10 of the principal Act which
provides for the amount of bonus payable to employees. Section 10 of
the principal Act as proposed to be substifuted has been slightly modi-
fled from that contained in the Ordinance with a view to clarify that
the method of computing the allocable surplus will apply to the payment
of bonus in respect of the accounting year commencing on any day in
the year 1974 also.

Clause 19--Clause 19 of the Bill (which corresponds to section 20 of
the Ordinance) seeks to insert a new section 31A in the principal Act,
This section closely follows that contained in the Ordinance except for
the fact that it has been made clear by a drafting device that the provisions
of the section will apply only to agreements or settlements entered into
before the commencement of the Amendment Act or which may be entered
into after such commencement, in either case, for payment of an annual
bonus linked with production or productivity in lieu of bonus based on
profits payable under the principal Act. .

Clause 28--Clauge 28 of the Bill (which corresponds to section 29 of
the Ordinance) seeks to substitute a new Schedule for the Fourth Sche-
dule to the principal Act. The changes made in the Schedule as pro-
posed to be substituted are only with a view to correct certain inadver-

tant errors,
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BirL No. XV or 1976

A Bill further to amend the Maternity Benefit Act, 1961,

BE it enacted by Parliament in the Twenty-sixth Year of the Republic
of India as follows: —

1. (1) This Act may be called the Maternity Benefit (Amendment)
Act, 1976.

(2) It shall come into force on such date as the Central Government
may, by notification in the Official Gazette, apppint.

2. In section 2 of the Maternity Benefit Act, 1961 (hereinafter referred
to as the principal Act,), in sub-section (2), for the word, figure and letter
“section 5A”, the words, figures and letters “sections 3A and 5B” ghall
be substituted.

3. After section BA of the principal Act, the following section shall be
ingerted, namely: —

“5B, Every woman—

(a) who is employed in a factory or other establishment to
which the provisions of the Employees’ State Insurance Act, 148,
apply;

(b) whose wages (excluding remuneration for overtime
work) for a month exceed the amount specified in sub-clause (b)
of clause (9) of section 2 of that Act; and

(c) who fulfils the conditions specified in sub-section (2) of
gection 5,

shall be entitled to the payment of maternity benefit under this Act.”,

Short
title
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STATEMENT OF OBJECTS AND REASONS

A number of women are employed in the factories or establishments
Which are covered under the Employees’ State Insurance Act, 1948, but
such employees are not covered by that Act as they are in receipt of
wages exceeding the amount specified in that Act, namely, Rs. 1,000 per
month. The provisions of the Maternity Benefit Act, 1961, also do not
apply to them as that Act specifically excludes from its purview factories
or establishments to which the provisions of the Employees’ State Insur-
ance Act, 1948, apply. Thus, the women employees employed in factories
or establishments covered by the Employees’ State Insurance Act, 1948
and in receipt of wages exceeding the amount specified in that Act are
not in receipt of maternity benefit either under the Employees’ State
Insurance Act, 1948 or the Maternity Benefit Act, 1961. It is proposed
to make the above-mentioned category of women employees eligible for
maternity benefit under the Maternity Benefit Act, 1961, provided such
employees fulfil the conditions specified in section 5(2) of that Act.

2. The Bill seeks to achieve the above object.

NEw DELHI;
The Tth January, 19876, K. V. RAGHUNATHA REDDY,
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FINANCIAL MEMORANDUM

Clause 3 of the Bill seeks to provide for payment of maternity beneflt,
in accordance with the provisions of the Maternity Benefit Act, 1961, to
women employees employed in factories or establishments to which the
Employees’ State Insurance Act, 1948 apply and whose wages exceed the
amount specified in that Act. This imposes a flnancial liability on
employers (including the Cenfral Government) to pay the maternity
benefit in such cases, It is, however, difficult to estimate the number of
women workers in factories or establishments belonging to the Central
Government who will be eligible for maternity benefit under the proposed
amendment. It is, therefore, not possible to give a precise estimate of
the additional expenditure involved from the Consolidated Fund of India
on this account.

B. N. BANERJEE,
Secretary-General,
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