Section 15 of Payment of Wages Act 1936 & NREGA

·         Under Schedule II, Rule 30 of the NREGA 2005, if payment of wages is delayed, labourers will be entitled to compensation is in accordance with the provisions of the Payment of Wages Act (“POWA”)1936.

·         Section 15 of POWA 1936, which deals with compensation, applies to payment of wages under NREG Schemes.  However, it is not clear whether POWA 1936 in its entirety applies to NREG Schemes - arguably, it does not apply, so the points below explain only Section 15 of PoWA.

·         Under Section 15(3) of POWA 1936, the authority dealing with an complaint can take the following steps:

o   Direct the payment of wages that are pending.

o   Pay compensation not exceeding Rs. 3000.00 and not less than Rs.1500.  Note that compensation can be ordered even if the pending wages are paid before the authority deals with the application, but if the pending wages are paid before the application is disposed, the maximum compensation is Rs. 2000[1].  

o   Where compensation is paid, the authority can direct that the employer or person responsible for paying wages (the contractor) pay a penalty up to Rs. 50 to the State Government[2].

o   Any compensation or penalty can be recovered as if it were a fine imposed by a Magistrate.  If the authority dealing with the complaint is a Magistrate, he or she can impose a fine on the employer / person responsible for paying wages.  If, as in the present situation, the authority is not a Magistrate, he or she should apply to a Magistrate to impose a fine reflecting the compensation and penalty, if any.

o   Note that no compensation will be ordered if the authority is satisfied that there is a genuine error or dispute as to the amount payable, or the person responsible for paying the wages was unable to due to exceptional circumstances or an emergency (highly unlikely in this case), or the employed person failed to apply for or accept payment (inapplicable in this case give that NREGA lays down a framework for payment, particularly if payment is supposed to be made into individual bank accounts in Jharkhand as a matter of State policy or practice).

·         Any that applications have to resolved within 3 months of the application being made, provided that the period of three months may be extended if both parties to the dispute agree for a genuine reasons to be recorded by the authority that the time period should be extended to dispose of the application in a just manner.

·         Note that under the proviso to Section 15(2) of POWA 1936, any application for compensation for non-payment of wages must be made within 1 year of the date on which the payment was due.  Although this provision does not apply to applications for compensation under the NREGA, if some of the applications being made more than a year after payment was due, it’s best to demonstrate that you had sufficient cause for not making the application within a year.  

[1] Amount increased by the Payment Of Wages (Amendment) Act, 2005

[2] Amount increased by the Payment Of Wages (Amendment) Act, 2005

