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Finance Commission: The state finance commission reviews the financial position of the panchayats and 

provides recommendations for the necessary steps to be taken to supplement resources to the panchayat. 

o Audit of Accounts: State legislature may make provisions for the maintenance and audit of panchayat 

accounts. 

o Application to Union Territories: The President may direct the provisions of the Act to be applied on any 

union territory subject to exceptions and modifications he specifies. 

 

Exempted states and areas: The Act does not apply to the states of Nagaland, Meghalaya and Mizoram and 

certain other areas. These areas include, 

o The scheduled areas and the tribal areas in the states 

o The hill area of Manipur for which a district council exists. 

o Darjeeling district of West Bengal for which Darjeeling Gorkha Hill Council exists. 

o However, Parliament can extend this part to these areas subject to the exception and modification it specifies. 

Thus, the PESA Act was enacted. 

o Continuance of existing law: All the state laws relating to panchayats shall continue to be in force until the 

expiry of one year from the commencement of this Act. In other words, the states have to adopt the new 

Panchayati raj system based on this Act within the maximum period of one year from 24 April 1993, which 

was the date of the commencement of this Act. However, all the Panchayats existing immediately before the 

commencement of the Act shall continue till the expiry of their term, unless dissolved by the state legislature 

sooner. 

o Bar to interference by courts: The Act bars the courts from interfering in the electoral matters of 

panchayats. It declares that the validity of any law relating to the delimitation of constituencies or the 

allotment of seats to such constituencies cannot be questioned in any court. It further lays down that no 

election to any panchayat is to be questioned except by an election petition presented to such authority and 

in such manner as provided by the state legislature. 

 

PESA ACT  

PESA Act of 1996 

o The provisions of Part IX are not applicable to the Fifth Schedule areas. The Parliament can 

extend this Part to such areas with modifications and exceptions as it may specify. Under these provisions, 

Parliament enacted Provisions of the Panchayats (Extension to the Scheduled Areas) Act, popularly known 

as PESA Act or the extension act. 

 

Objectives of the PESA Act: 

o To extend the provisions of Part IX to the scheduled areas. 

o To provide self-rule for the tribal population. 

o To have village governance with participatory democracy. 

o To evolve participatory governance consistent with the traditional practices. 

o To preserve and safeguard traditions and customs of tribal population. 

o To empower panchayats with powers conducive to tribal requirements. 

o To prevent panchayats at a higher level from assuming powers and authority of panchayats at a lower level. 

o As a result of these constitutional steps taken by the union and state governments, India has moved towards 

what has been described as ‘multi-level federalism’, and more significantly, it has widened the democratic 

base of the Indian polity. Before the amendments, the Indian democratic structure through elected 

representatives was restricted to the two houses of Parliament, state assemblies and certain union territories. 

The system has brought governance and issue redressal to the grassroot levels in the country but there are 

other issues too. These issues, if addressed, will go a long way in creating an environment where some of the 

basic human rights are respected. 


