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~ NOTIFICATION
THE PAYMENT OF BONUS (AMENDMENT) ORDINANCE 1977,

Promulgated by the Presidént in the Tweaty eight-Year of the Republic of Indm

An Ordinance further to amend the Payment of Bonus Act, 1965.

Whereas Parliament is not in session and the President is satisfied thaf 'cira -
cumstances exist which render it necessary for him to take immediate action;

Now therefore, in exercise of the powers conferred by clause (1) of - article. -
123 of the Constitution, tke President ' is pleased to- promulgate the following

Ordinance 'w=

1. (1) This Ordinance may be called the Payment of Bonus Short title_‘-and_v.
(Amendment) Ordinance, [977. commence-
L ' ment.

(2) Tt shall come into force at once.

2. The payment of Bonus Act, 1965 (hereinafter referred to  Act 21 of
as the Principal Acs, shall- - 1965 to have
modified ™

- (a) in relaﬁon to a factory of other establishment to  effect fora
which the principal Act applies immediately before the commence- - perticular
ment of this Ordinance; and. period.
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(b) in relation to a banking compapy and tt.le'Indunttia_l
Reconstruction Corporation of India to which the principal Act ap-
plies on and fiom such commencement by virtue of this Ordinence,

have effect in respect of the sccounting yesr commenclog on &ny
day in the year 1976 as if the smerndments specified in wotions 3 to

19 hed been made in that Act.

Explanation—In this section, the expiessions “banking
company’’ and *“accounting yesr” sball have the meanlngs respec-
tively mssigoed to them in clauses (8) and (1) of section 2 of the

principal Act.

Substitutlon 3.  In the Principal Act, for the long title the following long
of long title shall be substifuted, namely i :
title,
“An Act to provide for the payment of bonus to persons em-
ployed in certain establishments and for matters conneéted therewitn’’,’

Amend- 4.  1In section 2 of the principal Acr, in subsclause (a) of c¢lause
ment of (4), after the words “being a vompany’, the brackets snd words
Section 2, *“(other than a banking company)” shall be inserted,

Substitu= 5. For section 4 of the Principal Act, the following section shall
tion of new Dbe substituted, namely i ‘

section fot
section 4. 5, *“4. The gross profits derived by an ‘employer from an esta-

blishment in respect of the accounting yeatr shall Rs,

Computas (a) in the case of a banking company, be cuaiculated in the
tion of mannet specified in the first scheduie;
gross profits.
(b) in any other case, be calculated in the manner specified
in the second schedule”.

Amends 6. 1In saction 6 of the principal Act,—

ment of

section 6. (a) in clause (b) for the wotds “development tebate of development
allowance’’, “The words develdpment rebate or investmens
allowance or development allowance™ shall be substituted.

(b) in clause (d), for the words “Second Schedule®, the words
*“YFhird Schedule” shalt be substituted; '



Amendment 7. In section 10 of the pringipal Act, « :

of Section (e) after subesection (2), the followlag subssection shal] be insers
10, ted namely i»

(2A) Notwithstagding anything contsined in subssestion (1),
-every employer shall be bouad to pay to evary employes & minimum
bonus whicn shali be §:33 per cent of the selary of wage esrned by
the umployee during the accountiag year or one hundred rupees,

whichever is higher, waether or aot the employer bas any allocable
surplus in the accouating year;

Provided that where aa omployee has 0ot completed fifteon
yoars of age at the beglaning of the accounting year, the provisions
of this sub-section shall have effoct in relation to such employes as
if for the words “Oune huadred rupees®, the words ‘‘sixty rupees”
were substituted,; )

(b) 1n subssection (3), for the words “Third Schedule’ the words
“Fourth Schedule” shall be substituted. '

Amendment 8. Ia section 15 of the principal Adt, for the words *Third Sche=
of section L5 dule” shall be sabstituted '

Amendment 9, la section 16 of the Principal Act, in subssection (IB) for the
of section 16, words “Third Schedule” at botik the places where they occur the
words “Fourth Schedule” shall be sudstituted.

Ament of 10. Ia section 21 of the principal Act, in the Explanation, for the
section 21. words and figures “‘sections 22,23 and 25", the words and figures
"section 22,23,24 and 25” shall be mbstitntedl.

A mentment 11, In section 23 of the Principal Act, in sub-section (1), for the
of section 23 word and figures *'section 25” the words and figures “section 24 &
25" shall be substituted.

Insertion of 12, After section 23 of the Principal Act, the following section

new section shall be inserted namely :-
24,

Audited “42 (1) Where any dispute of the natura specified in section 22
accounts of between an employer, being a8 banking company, and its employees
banking has been referred to the said authority under that section and during
companies the course of proceedings the accounts of the banking company
not to be  duly audited are produced before it, the said euthority sbhall not
questioned. permit any trade union or employees to question the correstness of
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such accoupts, but the trade union or the employees may be per-
mitted to obtain from the banking company such informaticn as in
verifying the amount of bonus due upnder this Act.

10 of 1949, (2) Nothing contained in sub-seetion (1) shall enable the trade
| union or the employees to obtain any information which the banking
company is not compelled to furnisn under the provisions of section

34A of the Banking Regulation Act, 1949,

Amendment 13, In section 27 of the principal Act, after subsection (4), the
of dection 27 following sub-section shall be insetted, namely :-

“(5) Nothing contained in this section shall ¢sable an Inspec.
tor to requive a banking company to furnish or disclos any statement
or information or to produce, or give inspection of, any of its books

10 of 1949, of account of other documents, which a banking company canrot be
compelled to fuinish, disclose, produce or give inspection of, under
the provislons of section 34A of the Banking Reguiation Acy, 19497,

Amendment 14, In section 3{A of the Principal Act, in -the proviso, - for the -
of Section words “Provided that’’, the words *Provided further that” shall be
A - ‘substituted and before the proviso as so amended, the following

proviso shall be inserted, namely -

“Provided that any such agreement ¢t settlement whereby the
employees relingquish their right to receive the minimum bonus
under sub-section {2A) of section 10 shall be null and void in so
far as it purports to deprive them of such right”,

Amendment 15. In section 32 of the principal Act, --
of section 32 (a) clause (vii) shall be omitted,
' (b) io clause (ix), -
(i) sub-clause (ff) shall be omitted;

(i) in sub-clause (g), after the words “financial institution®
the brackets and words *“(other than a banking company)”
shall be inserted.

Substitution 16.-- For section 34 of the principal Act, the following section shall
of new sec- be -substituted, -namely ;-

tions for - :

section 34;
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“34, Nothing contained in this Act shall be censtrued to prec<

and emplo- lude employees employed in any establishment ov ciase of establi:h-
yers not to meats from entering into sgrecment with their employer granting

be precluded
from ente-

ring into ag-
reements for

them an amuunt of bonus under a formula which is d'ferent from:
that under this Act.

grant of bonus

under a diffe
rent formula.

Provided that no such agreement shall have eff-ct unless it is
entered into with the Previous approval of the appropriate Govern~

ment:

Provided further that any such agieement whereby the employees
relingquis their right to receive the minimum bonus usder sub-sec-
tion (2A) of section 10 shall be ‘null and void in so far as it pur-

ports to deprive them of snch right;

Provided also that such employees shall not be entitled to be
paid bonus in excess of -

(a) 833 per cent of the salary of wage earned by them during
the accounting )ear if the employer has no allocable surplus in the
accounting year or the amount of such allocable surp'us is only so
much that, but for the provisions of sub-section 12A) of section 10,
it would entitle the employees only to reccive an amouat of bonus

which is less than the aforesaid percentage; or

(b) twenty per cent of the salary or wage earned by them du-
ring the accounting year. ' :

Effect of laws 34A. Subject to the provisions of sections 31A and 34, the provi-

and agree-
ments in-
consistent

sions of this Act shall have effect notwitbstanding anything inconsis-
tent therewith contained in any other law for the time being ia for-
ce or in the terms of any ward, agreement, scitlement, or contract

with the Act, of service”.

17. In the principal Act, the First Schedule shall be renumbered as.
the Second Schedule and, -

(a)_ in that schedule as so renumbered -



i) for the brackets,

words and figure ‘/(See Section 4)* the

brackets wcrds, figure and letter “(See Sedtion 4(b))y"* shall be

substituted;

(i) ia column (2),

againt Item No. 2, for thé entry

*(d) Development rebate/Development allowance feserve the
ectry” (d) Development rebatef/Investment allowatice/Develop-
ment atlowance reserve.” Shall be substituted ;

(b) before that Schedule as so renumbered, the following Sche-

dule shail be idserted,

hamely :—

‘THE FIRST SCHEDULE
. (See Section 4 (a) »
COMPUTATION OF GROSS PROFITS

ACCOUNTING YEAR ENDING.... ...

ftem Particulars

Amount of Amounts of Remarks

account ng )ears.

N sub-items _ main items
*l. Net Profit as shown in the Rs. Rs.
profit and Loss account after
making usual and nccessary
provisions.
2. Add back provision for:
(a) Bonus to employees.
(b) Depreciation.
¢) Development Reb:te Reserve. . See foot
fd) Any other réserves. ' note (1)
see foot-
note (1)
o Rs.
Total of Item No. 2
3. Add back also Kg.
" (5) Bonus psid to employecs See foot-
ia respect of previous note (1)



(b) The amount debited in respect
of gratuity paid or payable to
employees in excess of flie
aggregate of—

(i) the amount, if any, paid
to, or provided for payment _
to, an approved gratdity fawd ; ahd

(ii) and the amount actually paid
to employees on their retirement
or on termination of their em-
ployment for any reason.

(c) Donations in excess of the amount
admissible for incofiyé-tax. v

(a) Capital expenditure (other than
capital expenditure op scientific . _ R :
research which is allowed as a See fool-
deduction under any law for note (1)
the time being in force relating
to direct texes) and capital on

- which deprecistion has- been

allowed for income Tax.)

Item No. Particulars Amuuniﬂtﬂmﬁt of Remarks
sub-items sub-items
L
(e) Any amount ceitified by Rs. Rs. 10 of 1949.

the Reserve Bank of India in
terms of sub-588ti6H 2y of
section 34A of 'thé Baikig
Regulation Act, 1949,

(f) Losses of or é¥peddifure rela-
ting to, any Busitiéss sltuated
outside ilndia
Total of Iteid No: 3 Rs.

[LET TTT R

4. Add also maolm; profits or gaios
(if any) credited directly to pub--
lished or disclosed reserves, other

.4, -

Il o — SR Y




5. Total of Item Nos, 1, 2. 3, & 4
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(i} capital receipts and capital
profits (including profits on the
sale of capital assets on which
depreciation has not been
allowed for income—tax.)

(i) profits of, and receipts relating
to, any business situated out-
side India ;

(iii) income of foreign banking com-
panies from investments outside
Tndia.

Total of Ttem No. 4 Rs

6. Deduct:
(3) capital receipts and capital profits

(b)

(other than profits on ths sils of
assets on which d=preciation -has
been allowed for income-tax.)

Profits of, and receipts relating to
any business situated outside India.

(c) Income of foreign banking compa-

nies from Investment outsile India.

(d) Expenditure or losses (if any) debited

directly to nublished or disclosed re-

serves, other than—

(i) capital expenditure and capital
losses (other than losses on sale

of capital assets on which depre-
ciation bas not been sllowed for

income-tax ) ;

(ii) losses of any business situated out-

side India.

Rs.

see foot-
note {2)

See foot-
note (2)

See foot-
note (2)



(¢) In the case of foreign banking compa- Rs.

(t)

(8)

9. i .

niés proportionate adminigtrative (gver-
head) expenses of Head Office ailoca-
ble to lndian business, '

Refund of any exces$ ditect tax paid
for previous actounting years, and
exveds provision, if any, of previous
Bccoufitiig  years rilating to bonus,
depreciation, or development rebate,

if writfen back.

Cash sobsidy, if any, given by the |
Government or by any body corporste
establistied by diry aldw for the {itie
belng ins force 6r by hy Sfher dpénby
througl budgétary grabts, whethitf giveli
directly or through any agency for spéi

cifisd purposes and the proceeds of ......cun.

which #re fesétved for stich priiposes. Rs,

Total of Item No. 6. o vvirriene

Gros proity for purpobbs bf b
tlteth N&. 5 minug e N6. 6).

R=

See foot-
note (3)

See foot-
note (2)

See foot-
note (2)

~Explanation :- In__s_u_fb-,ite:yp (b) of item 3, “approved grgtuity
find" hds thé same ‘r:iiéa‘ﬁfﬁg assigned to it in clause (5) of section 2
of thie facome-Tax Act.

Foot notes - | | Y :
(1) 1f, and o the extent, charged to Profit and Loss Account
(2) 1If, and to the extent, credited to Profit and Loss Account
(3) h t‘f%e ‘%;qporgigg of, Ingian Gross Profit (Item No7) to

_'t'bta

orld Gross Profit (as par consolidated Profit and

0ss Account; adjusted as in Item No. 2 above only).

- Ameatment 18. In the principal Act, the seconl Schelule shall bz renumbered
of the sp-  us the Third Schediie aiid it that Scheduls as so renumbered.

¢ond Sche-
dule,

(d) it coluthiti {2), 4§Aiii Ttem No. 1 for the word “company”,
the words “complny; other thin a baaking company® shall

be substituted;



10

(b) Afier Item No. 1 and the entries relating thereto, the fol-
lowing item and’ entries shall be inserted, namely :-

(1) (2) (3) —_—
‘ Banking compan : (i» Thne dividends payable om its pre-
. e Py ference share capital for the accoun-
ting year calculated at the rate at
. which such dividends are payable ;

. (iiy 7'5. percent of its paid up equity
share capital as 2t the commencement
of the accounting year ;

{1 (2 (ii) 5 percent. of its reserves shown in its balance-sheet as
a8t the commencement of the accousting year, including

any profits carricd forward from the previous accoug-
ting year,

(iv) any sum which, in respect of the accounting year, is
transterred by it—

(8) to a reserve fund under subsectien (I) of section

17 of the Bankivg Regulation Act, 1949 of 10
of 49. |

(b) to any reserves in India in pursuance: of apy

ditection or zdvice given by the Reserve Banpk
of India,

Which ever is higher :

provided that where the banking com-

pany is a foreign company within the

weaning of section 591 of the compa- 1. of 1956
nies Act, 1956 the amount to be deduc

ted under this Item shall be the aggre-
gate of—

(i) - the dividends payable to its preference share-

bolders for the accounting year at the rate .

at which such dividends are payable on such

. . . amount as bears the same proportion to its
B total preference share capital as its total wor

king funds in India bear to its total world
working fuads;
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(it) 7.5 per cent of such amount as bears the same
proportion to its total paid up equity share capita
as its total working funds in India bear to its tota '
world working funds;

(iii) 5 per cent of such amount as btears the same propor-
tion fo its total disclosed resesves as its total wor-
king funds in India bear 1o its total world working
funds;

(iv) any sum which in respect of the a cccirting year,

is deposited by it with the Reserve Bapk of India

under sub-clause (ii) of clause (b) of sub-section (2)

of section 11 of the Banking Regulation Act, 1949.

10 of 1949 not exceeding the amount required under the afore-

said provision to be so deposited”.

(¢) in the Explanation, for the figures brackets and word
“1(iii) and 3(ii)” the figures, brackets and word “1(ii) 2(iii) and
3(ii)” shall be substituted.

Amendment 19. I[n the principal Act, the Third Schedule shall be renumbered
of the Third as the Fourth Schedule.

Schedule.
N. Sapjiva Reddy,

President.

KK. Sundaram
Secretary to the Govt. of India

Printed st the Mizotam Govi. Press Aisaw), 800—C




