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1. Payment of Bonus act is applicable to which companies / establishments?
The Act is applicable to Factories employing 10 or more persons and other establishments employing 20 more persons on any day during the financial year.

When once applicable, the Act will continue to be applicable even when the number of persons employed have reduced in the subsequent financial year. 

2. Is Payment of Bonus Act is applicable to newly established factories and establishments?
Yes. The Act is applicable to newly established factories and establishments from the date of profits being derived as stipulated under the Act irrespective of completing 5 years or not. 

For Clarity, the financial year in which the first invoice is raised is taken as the year of commencement of business.   After the said year, during the first five years, bonus will become payable only for the financial years in which the new factory or establishment derives profit.   If the company has not derived profit during the first 5 years of its existence after completion of the financial year in which first invoice has been raised, the company is not required to pay bonus under the Act.

3. One company may have different units established at different times.  Some unit may be profitable and some other units may be incurring losses.  Whether all the units are entitled for bonus or not?
As long as separate accounts and individual balance sheets are maintained for distinct units, bonus is payable in accordance with profit derived by the respective units.  
In the matter of workmen of Modern Mills Vs General Manager [1986 (2) LLJ 329] it has been held that where a separate profit and loss account and balance sheet has been maintained by the employer as regards any unit or branch thereof, employees of that unit would be entitled to bonus on the basis of the financial statements of that unit but the requirement being that he has done so in the previous year also.
The Supreme Court in the matter of workmen of HMT Vs National Tribunal [AIR 1973 SC 2300] held that in case where the different units have been treated separately for the purpose of computation of bonus and separate balance sheet, profit and loss accounts have been prepared in respect thereof the unit would not lose their separate identity as establishment.

4. Is employer liable to pay bonus even when the company has not made any profits?
Yes. 

After completion of first 5 years after the financial year in which first invoice is raised, the company is liable to make payment of bonus to its eligible employees at a rate of 8.33 percent of the wages or salary earned during the financial year subject to other conditions stipulated in this regard even though the company does not have allocable surplus in the accounting year.

5. What is allocable surplus?
Every company has to calculate available surplus as per the provisions of section 5, 6 and 7 of the Payment of Bonus Act.   67 percent of the available surplus will be the allocable surplus. Based on the amount available in the allocable surplus, the percentage of bonus for the year shall be determined.

6. What is the maximum bonus payable?
The maximum bonus payable under the act is 20 percent. 

7. Who is an employee under the Act?
Any person employed other than an apprentice for wages or salary of Rs. 21,000/- or below per month in any capacity. 

8. Whether Part Time employees are covered under the Act?
Yes. Part Time employees are covered under the Act. 

In the Case of Sweepers whose working hours are on part time basis and for fixed hours it was held they are to be taken as employees and hence eligible to an entitlement of bonus. Automobile Karamchari Sangh Vs Industrial Tribunal 1971 (22) FLR 98.

9. What components of emoluments constitute wages under the Act?
Salary or wages means all remuneration capable of being expressed in terms of money, including dearness allowance and excluding any other allowance that is paid for time being, traveling concession and value of any house accommodation.
As a practice over years, the industry has been taking Basic, DA, VDA and FDA as wages or salary for the purpose of coverage under the Act.

10. Will providing free food or food allowance given to an employee will constitute wage?
Food Allowance is different from providing free food. If the employee is receiving ‘Food Allowance’ and not ‘free food’ the said allowance is not considered as wage.

              The Madras High Court in the matter of United Shippers and Dredgers Ltd Vs Labour Court, 

              Coimbatore [1992 LLR 607] held that cash site allowance and food allowance paid to an 

              employee will not form part of salary in so far as payment of Bonus Act is concerned.

But food provided free of cost, the cost of such food will be form part of the wages or salary of the employee and hence to be taken into account for the purpose of payment of bonus. 
11. Will City compensatory allowance will constitute wage under the Act?
Yes. 

Madras High Court [2004 LLR 802] held that City compensatory allowance will form part of wages for calculation of bonus.      

12. Will retaining allowance paid to seasonal employees will constitute wage under the Act?  
Yes. 

Retaining allowance paid to seasonal employees will constitute wage and the Mumbai High Court n the matter of Sangammer Bhag Sahakari Sakhar Karkhana Ltd Vs Rashtriya Sakhar Kamgar Union [2001 II LLJ 707] held that retention allowance paid to seasonal employees will form part of wages under Payment of Bonus Act and such employees will be entitled to Bonus.
13. Is there any minimum period of working of an employee to become eligible for bonus?
Yes. 

Employees who have worked 30 or more working days in the financial year are entitled under the Act. 

14. When can an employee be disqualified from receipt of bonus?
An employee shall be disqualified from receiving bonus, if he is dismissed from service for the acts committed by him which constitute (a) fraud or (b) riotous or violent behaviour or (c) theft, misappropriation or sabotage of any property of the establishment.

15.  What is the method of calculation for payment of bonus to employees?
The employees whose salary or wages are below Rs. 21,000/- are covered under the act. If the salary or wage of an employee exceeds Rs. 7000/- per month or the minimum wage for scheduled employment whichever is higher, the bonus payable shall be calculated as if his salary or wage were Rs. 7000/- or the minimum wage whichever is higher.

16. Please give some examples of the method of calculation of bonus.

Example 1: 
With the amendment to the bonus act employees whose salary or wage is Rs. 21,000/- and below have become eligible for bonus.  The method of calculation of bonus has also been amended wherein whose salary or wage is more than Rs. 7000/- or the minimum wage, salary or wage should be treated as Rs.7000/- or the minimum wage whichever is higher.

The minimum wages will change once in six months in the some states and once in three months in some states.   Hence, the applicable minimum wage for the relevant period has to be taken into account for calculation of bonus payable.

As the minimum wage is different in the first six months and second six months of the financial year, the bonus eligibility is different for the two six months period.   That is to say, higher the minimum wage higher the bonus entitlement. (Calculation is for minimum bonus 8.33%)

	Name
	Design
	Basic + DA
	Other allowa
	Salary PM
	Min Wage 1
	Min Wage 2
	Bonus 1
	Bonus 2
	Total Bonus

	Ram
	Chemist
	21500
	4000
	25500
	11568
	11741
	Nil
	Nil
	NIL

	Gopi
	Chemist
	17000
	4000
	21000
	11568
	11741
	5784
	5871
	11655

	Shyam
	Chemist
	15000
	4000
	19000
	11568
	11741
	5784
	5871
	11655


Example 2: (minimum bonus of 8.33%)
When the salary or wage of the employee is below Rs. 7000/- or the minimum wage, the bonus will become payable on actual wage or salary.   Hence there will be no impact of minimum wages in these cases.     

	Name
	Design
	Basic + DA
	Other allowa
	Salary PM
	Min Wage 1
	Min Wage 2
	Bonus 1
	Bonus 2
	Total Bonus

	Reddy
	Bottle filler
	5500
	5000
	10500
	7643
	7816
	2750
	2750
	5500

	Raju
	Bottle washer
	5500
	4500
	10000
	7499
	7672
	2750
	2750
	5500

	Yadv
	Helper
	5500
	4000
	9500
	7253
	7426
	2750
	2750
	5500


If the wages or salary of the same employees is above Rs. 7000/- and below the minimum wage, the bonus entitlement will not be restricted to Rs. 7000/- for the purpose of calculation of bonus and actual wage is considered.  (Bonus is paid on Actual Salary or Wage drawn by the employee)
	Name
	Design
	Basic + DA
	Other allowa
	Salary PM
	Min Wage 1
	Min Wage 2
	Bonus 1
	Bonus 2
	Total Bonus

	Reddy
	Bottle filler
	7500
	5000
	13500
	7643
	7816
	3750
	3750
	7500

	Raju
	Bottle washer
	7300
	4500
	12800
	7499
	7672
	3650
	3650
	7300

	Yadv
	Helper
	7100
	4000
	12100
	7253
	7426
	3550
	3550
	7100


In both the above examples, the bonus payable will be the actual wage of the employee and there will be no effect of minimum wage or Rs. 7000/- restriction of wage for computation of bonus.

If the wages or salary of the same employees is above the minimum wages, the bonus entitlement will be calculated as if the salary or wage is minimum wage or Rs. 7000/- whichever is higher, as the wage for purpose of calculation. In the below mentioned example, as the minimum wage is less than Rs.7000/- and the actual wage of the employee is above Rs. 7000/-, the ceiling limit will be Rs. 7000/- and bonus payable is as if his wage is Rs. 7000/-

	Name
	Design
	Basic + DA
	Other allowa
	Salary PM
	Min Wage 1
	Min Wage 2
	Bonus 1
	Bonus 2
	Total Bonus

	Reddy
	Bottle filler
	7500
	5000
	13500
	6900
	6950
	3500
	3500
	7000

	Raju
	Bottle washer
	7300
	4500
	12800
	5700
	6850
	3500
	3500
	7000

	Yadv
	Helper
	7100
	4000
	12100
	6500
	6750
	3500
	3500
	7000


As the minimum wage is less than Rs. 7000/-, in the concept of whichever is higher, Rs. 7000/- will become the limit for calculation.

For the same employees if the wages are above Rs. 7000/- and also above the minimum wage, for the purpose of calculation of bonus, the minimum wages will be taken into consideration.

	Name
	Design
	Basic + DA
	Other allowa
	Salary PM
	Min Wage 1
	Min Wage 2
	Bonus 1
	Bonus 2
	Total Bonus

	Reddy
	Bottle filler
	8000
	4500
	12500
	7643
	7816
	3820
	3906
	7726

	Raju
	Bottle washer
	8000
	4500
	12500
	7499
	7672
	3748
	3834
	7582

	Yadv
	Helper
	8000
	4500
	12500
	7253
	7426
	3625
	3712
	7337


It could be seen from the above, though the wages of all the three employees is same, the bonus payable is different as applicable minimum wage is different for all the three employees.
17. Is there any time limit set in the act for payment of Bonus?
Yes. 
Bonus should be paid within eight months from the close of the accounting year.

18. Can an employer deduct any amount from the bonus payable to the employee?

Only in the case of established misconduct as per industrial employment standing orders act resulting in financial loss to the company, the employer can deduct the amount of loss from the bonus payable to the employee. 

