2. EMPLOYEES' PROVIDENT FUNDS AND MISCELLANEOUS PROVISIONS ACT, 1952 

	  
	SECTION HEADING 
	PROVISION 

	2.1 
	Scope 
	To all establishments with 20 or more employees. Employees contribution upto a Salary (Basic + DA) less than or equal to Rs. 5000/- ; Salary (Basic + DA) <=5000 

	2.2 
	Contribution 
	*Employer's share
8.33%-Pension; 3.67%-PF; 0.5%-EDLI.
1.10% or Rs.5, whichever is high, for administration of PF;
0.01% or Rs.2, whichever is high, for administration of EDLI;
*Employee's share
12%-PF
*Contribution to be deposited within 15 days through challan 

	2.3 
	Returns 
	*Monthly- within 25 days (Form 3A)
*Annual- within 30 days (Form 6A)
*Return of membership, showing addition /deletion in members with details within 15 days of the close of every month (Form 9 / 5)

	2.4 
	Registers 
	*Eligibility Register: to record the particulars of every employee eligible to become a member of PF and the number of working days during each month 
*PF Register: in the form of contribution cards for each employee 
*PF Ledger: this ledger contains the total monthly contributions, withdrawals from the account, repayment of loans and balance at the end of each month 
*Inspection Book: to record the observations of an Inspector on his visit to the establishment 




3. PAYMENT OF BONUS ACT, 1965 
	  
	SECTION HEADING 
	PROVISION 

	3.1 
	Scope 
	*Salary (Basic + DA + any payment on account of rise in the cost of living) less than or equal to Rs.3500/- 
*Employee should have worked for at least 30 working days during that year 

	3.2 
	Contribution 
	*8.33-20% of wages, to be made within 8 months of close of Accounting Year 

	3.3 
	Returns 
	Annual Return within 30 days after expiry of the time limit specified for payment of bonus (Form D) 

	3.4 
	Registers 
	(Form A)register showing the computation of the allocable surplus
(Form B)register showing set on and set off of the allocable surplus
(Form C)register showing the details of the amount of bonus due to each employee, deductions therefrom and the amount disbursed 




4. EMPLOYEES' STATE INSURANCE ACT, 1948 
	  
	SECTION HEADING 
	PROVISION 

	4.1 
	Scope 
	* Salary less than or equal to Rs.6500/-, excluding any travelling allowance, and any sum paid to defray special expenses entailed by the employee by the nature of employment 

	4.2 
	Contribution 
	Employer-4.75%
Employee-1.75% 

	4.3 
	Returns 
	Bi-Annually return of contribution in quadruplicate within 30 days of the end of contribution period (Form 6) 

	4.4 
	Registers 
	(Form 7) Covered employees
(Form15) Accident Book, Inspection Book 
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5. PAYMENT OF GRATUITY ACT, 1972 

	  
	SECTION HEADING 
	PROVISION 

	5.1 
	Nominations 
	(Form F) Employees required to submit nominations in duplicate
(Form H) Change in nominations 

	5.2 
	Amount 
	*@15 days wages per completed year of service for employees completing 5 years or more; not to exceed Rs. 3,50,000/- 
*Wages include all emoluments including DA, but does not include bonus, commission, HRA, overtime wages and any other allowance 

	5.3 
	Period 
	Payment of gratuity within 30 days of its becoming applicable 

	5.4 
	Display 
	*notice specifying name of the officer with designation, authorized to receive notices under the Act or rules;
*an abstract of the Act and Rules in Form U 




6. THE EMPLOYMENT EXCHANGES (COMPULSORY NOTIFICATION OF VACANCIES) ACT, 1959 
	  
	SECTION HEADING 
	PROVISION 

	6.1 
	Scope 
	-Notification of vacancies (where basic pay is more than or equal to Rs.1400/- PM) to employment exchange before filling up any vacancy. 

	6.2 
	Returns 
	ER I – quarterly return within 30 days for the number of employees (Male & female), and number of vacancies
ER II – biennial occupational return within 30 days for the number of employees under each prescribed category 




7. THE MATERNITY BENEFIT ACT, 1961 
	  
	SECTION HEADING 
	PROVISION 

	7.1 
	Scope 
	All Women employees who have worked for 80 days in the last 12 months, except the ones covered under the ESI Act. 

	7.2 
	Leaves 
	12 Weeks, 6 weeks before the date of delivery and 6 weeks after the date of delivery. If a woman does not avail six weeks leave preceding the date of her delivery, she can avail of that leave following her delivery, provided the total leave period does not exceed 12 weeks. 

	7.2 
	Leave for Miscarriage 
	Miscarriage or medical termination of pregnancy- 6 weeks immediately following the date of her miscarriage/medical termination of pregnancy. 

	7.2 
	Leave for tubectomy operation 
	2 weeks immediately following her day of tubectomy operation 

	7.3 
	Medical Bonus 
	Every women entitled to maternity benefit under the act shall also be entitled to receive a medical bonus of Rs.250/-, if no pre-natal confinement and post natal care is provided for by the employer free of charge. 


Salary Structures:-

Information Technology Labour Laws 

Sample Salary Structure for a company 

Model salary structure for a Company 

Salary for the purposes of Income tax Act is defined to include: 

· Wages 

· Any annuity or pension 

· Any gratuity 

· Any fees, compensation, perquisites or profits in lieu of or in addition to any salary or wages 

· Any advance of salary 

· Any payment received by an employee in respect of any period or leave not availed of 

· The annual accretion to the balance at the credit of an employee participating in a recognized provident fund, to the extent to which it is chargeable to tax 

· The aggregate of all sums that are comprised in the transferred balance of an employee participating in a recognized provident to the extent to which it is chargeable to tax. 

Salary under the Income Tax is chargeable to tax in the following circumstances: - 

· When due from the former employer or present employer in the in the previous year, whether paid or not. 

· When paid or allowed in the previous year, by or behalf of a former employer or present employer, though not due or before it becomes due. 

· When arrears of salary is paid in the previous year by or on behalf of a former employer or present employer, if not charged to tax in the period to which it relates. 

It is pertinent to mention that for an income to be assessable under the head Salary an employer- employee relationship is essential. 

The amount of compensation decided to be paid to an employee and can be structured under different sub-heads keeping in mind the tax implications thereof. 

The compensation paid to an employee can be structured under the following heads: 

· Salary: 

· Basic Salary: the tax treatment of the said sub-head is governed by section 15 of the Income Tax Act. 

· Dearness Allowance/Pay: Dearness Allowances are the allowances/pay given to the employees to meet the cost of living increasing day –by-day and the same is fully taxable as per the provisions of section 15 of Income Tax Act. 

· Allowances: are generally defined as a fixed quantity of money or other substances given regularly for the purpose of meeting some particular requirements connected with the service rendered by the employee or as a compensation for unusual conditions of that service. The said Allowances can be granted under the following sub-heads: 

Sample Salary Structure for a company 

House Rent Allowance: 

House rent allowance received by an employee is taxable under the head Salaries upto the extent it is not exempt u/s 10(13A) of the Income Tax Act. The exemption is denied where the employee lives in his own house or in a house for which he does not pay rent. Otherwise house rent allowance is exempt to the extent of minimum of the following three amounts. The minimum of the following three amounts shall be exempt from tax and the balance shall be taxable and thus included in the gross salary of the employee. 

· Actual House Rent Allowance received by the employee in respect of the period during which the rented accommodation is occupied by the employee during the previous year. 

· Excess of rent paid (for the accommodation) over 10% of the salary for the relevant period. 

· 50% of the salary where the residential house is situated at Mumbai, Calcutta, Delhi or Chennai and 40% of the salary where the house is situated at any other place, for the relevant period. 

Salary for the purpose of House rent allowance includes basic salary and dearness allowance if the terms of employment so provide. All other allowances and perquisites shall not be included for calculating the exemption limit. [However, as per Supreme Court decision, commission, if received at a fixed percentage of turnover, achieved by the employee would form part of the salary 117-ITR-1 (SC)]. This salary is to be determined only on due basis and emoluments for the period other than the previous year are not to be considered. Again emoluments of the period during which rental accommodation is not occupied in the previous year are left out of the computation. 

· Specified Special Allowance: these include allowances granted to meet expenses incurred wholly and necessarily in the performance of duties of office or to compensate the employee for increased cost of living and these are exempt from tax to the extent of actual amount received or the amounts spent for the specified purpose for which these were received. Few of such allowances are : 

· Traveling Allowance: any allowance to meet the cost of travel on tour, on account of transfer including packing and transportation of personal effects on such transfers and it also includes the daily charges incurred by an employee on account of absence from his normal place of duty 

· Conveyance Allowance: to meet the expenditure on conveyance in the performance of the duties of an office 

· Helper Allowance: any allowance to meet the expenditure on a helper where such helper is engaged for the performance of the duties of an office 

· Academic Allowance: granted for encouraging academic, research and other professional pursuits. 

· Uniform Allowance – to meet the expenditure on the purchase or maintenance of uniform for wear during the performance of the duties of an office 

Information Technology Labour Laws 
· Perquisite: is any casual emolument, fee or profit attached to an office or position in addition to the salary or wages. In other words, perquisites are the benefits in addition to the normal salary to which the employee has a right by virtue of his employment. 

Tax free perquisites: 
· Medical facility: Any medical facility provided by the employer to the employee and his family members in a hospital, dispensary or a nursing home maintained by the employer. 

· Medical reimbursement: Any medical expenses reimbursed by the employer for the treatment of his employee and his family members in an approved Hospital subject to maximum of Rs.10, 000 per annum upto assessment year 1998-99. The limit of Rs.10, 000 has been raised to Rs.15, 000 per annum w.e.f. assessment year 1999-2000. 

· Refreshments: Any refreshment provided to the employees during office hours at the place of work. 

· Subsidized lunch or dinner provided by the employer: When lunch or dinner is provided at subsidized rates i.e. the employer charges some amount for the lunch or dinner then only it is tax-free perquisite. 

· Recreational facilities: Any recreational facility provided to a group of employees by the employer is not taxable. These should not be restricted to only a few employees. 

· Telephone Bills: Telephone bills of the telephone installed at the residence of the employee for official purposes, if paid/reimbursed by the employer, is not a taxable perquisite even if such telephone is used for official as well as personal benefit of the employee. 

· Insurance: Any portion of the premia paid by an employer to effect or to keep in force an insurance on the health of the employee under an approved scheme. This covers reimbursement of the expense incurred by the employee for schemes approved under section 80D also. 

· Loans to employees: If the employer gives a loan to an employee either without interest or at a concessional rate of interest for construction or purchase of a house or for a conveyance, then the benefit of interest availed of by the employee would not be taxable. 

· Training of employees: Any expenditure incurred by the employer, for providing training to the employees or by way of payment of fees of refresher management courses attended by the employee, would not be taxable because these enable the employees to perform their services more efficiently. . 

· Employers contribution: Employers contribution to pension, deferred annuity scheme and staff group insurance scheme of employees, is not a taxable perquisite in the hands of employees. 

· Conveyance facility: provided for the journey between office and residence at a free of charge or at a conssesional rate 
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· Perquisites which are taxable in all cases 

· Value of rent-free accommodation provided to the employee by his employer. 

· Value of concession in rent in respect of accommodation provided to the employee by his employer 

· Amount payable by an employer, directly or indirectly, to effect an insurance on the life of an employee or to effect a contract for annuity, other than payments made to a recognized provident fund or an approved superannuation fund or deposit-linked insurance fund established under the Coal Mines Provident fund Act or Employees Provident fund Act. 

The above discussed various heads of Compensation Package can be structured as per your requirements by using any of the allowance and perquisites heads in the following format: 

	Heads 
	  

	BASIC SALARY 
	  

	Basic salary 
	Rs._____________________ 

	Dearness all/ pay forming part of salary 
	Rs._____________________ 

	Dearness all/ pay-not part of salary 
	Rs._____________________ 

	Advance salary 
	Rs._____________________ 

	Arrears of salary 
	Rs._____________________ 

	Incentives 
	Rs._____________________ 

	  
	  

	TOTAL 
	Rs._____________________ 

	ALLOWANCES 
	  

	House rent allowance 
	Rs._____________________ 

	City compensatory allowance 
	Rs._____________________ 

	Duty transportation allowance 
	Rs._____________________ 

	Transport allowance residence-office 
	Rs._____________________ 

	TOTAL 
	Rs._____________________ 

	PERQUISITES 
	  

	Medical facilities 
	Rs._____________________ 

	Car 
	Rs._____________________ 

	TOTAL 
	Rs._____________________ 

	  
	  

	Profits in lieu of Salary 
	  

	Any gratuity 
	Rs._____________________ 

	  
	  

	TOTAL SALARY 
	Rs._____________________ 

	  
	  

	LESS: 
	  

	Standard Deduction 
	Rs._____________________ 

	Professions Tax paid 
	Rs._____________________ 

	Entertainment Allowance 
	Rs._____________________ 

	  
	  

	NET TAXABLE SALARY 
	Rs._____________________ 

	  
	  

	Rounded of to nearest Multiples of 10 
	Rs._____________________ 

	Tax on Salary 
	Rs._____________________ 

	LESS: 
	  

	Rebate under section 88 
	Rs._____________________ 

	TAX PAYABLE 
	Rs._____________________ 

	ADD: 
	  

	Surcharge @ 10% 
	Rs._____________________ 

	TAX PAYABLE 
	Rs._____________________ 


 

