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Abstract

Cheque dishonour- co llo qu ia lly know n as cheque bouncing- represen ts one of

the m ost pro lific ally litiga tes ca tego ries of financia l offences in the Indian lega l

system . Governed p rim arily b t sec tio n 138 of the Nego tiab le Instrum ent Act,188 1.

(N I Act), the lega l fram ewo rk su rro und ing d ishonoured cheques has evolved

conside rab ly over m o re than four decades of judic ia l in te rpreta tion , leg is la tive

am endm ent and polic y re fo rm . Th is paper offe r a tho rough exam ina tion o f the

lega l ,pro cedura l and soc io -econom ic dim ension of cheque bounc ing in India .

The paper ana lyses the sta tu tory fram ew ork established under sec tion 138 to 147

of N I Act, the m anda tory p re-com pla in t pro cedures, the burden of pro of, the

presum p tio n ava ilab le to the com p la inan t, and the pena lties p rescr ibed . It traces

sig n ific an t leg is la tive m ilesto nes, inc lud ing the bank ing , Pub lic financ ia l

Institu tions and Nego tiab le Instrum ent Laws (Am endm ent) Ac t,2018 .

The paper conc lude w ith a set of re form recomm enda tion a im ed a t streng then ing

the c redib ility o f cheque transaction and im p rov ing access to tim e ly justic e for

bo th payees and draw ers.
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1.Introductio n

A cheque is one o f the o ldest and m ost trusted instrum ent of f inancia l comm erce .

In India , cheque facilita te m illion of transaction da ily- from persona l loans and

business se ttlem ent to ren t paym ent and sa lary d isbu rsem ents. The underlying

prem ise o f a cheque transactio n is trust; the draw er assu re the payee tha t

su ffic ien t fund s exist in the accoun t to honour the instrum ent upon p resenta tion .

W hen th is trust is v io la ted - w hen a cheque is re tu rned unpa id b y the bank- the

consequences transcend m ere financ ia l inconvenience and en te r the dom a in of

cr im ina l liab ility .

Cheque bouncing in Ind ia is no t m ere ly a financ ia l irregu la rity; it is a congn izab le

cr im ina l offence under sec tio n 138 of the N I A ct,1881. The crim ina liza tion of

cheque dishonour was in troduced in 1938 th rough an am endm ent to the N I Ac t,

re flecting Pa rliam ent’ s recogn it ion tha t the unchecked pro life ra tio n of

d ishonoured cheque w as corro ding confid ence in bank ing instrum ents and

disrupting comm erce . S ince then , cheque bounce has becom e one of the m ost

comm on ly pro secu ted offences in Ind ia .

The scale of cheque bounce litiga tion in India is staggering . As of 20 25 , ove r 44.7

lakhs cases under the N I A ct a re pending in courts acro ss the coun try , w ith m o re



than 25 .9 lakh of them unreso lved for o ve r tw o yea rs. In 20 24 a lo ne , over 1.22

m illio n new cases w ere registe red- a stead y rise from 9,67 ,595 in 20 21. The

Sup rem e Court in a landm ark suo m otu pro ceeding in 2021 and th rough

techno logy- driven direc tio n in Oc tober 2025 has repea tedly in tervened to

add ress th is cris is .

Th is paper undertake a com prehensive lega l study o f cheque bounc ing in India-

its h istor ica l ro ots, sta tu tory fram ew ork , procedura l requ irem ent, jud ic ia l

in te rp re ta tion , and legis lat ive evolu tion .

2 . H isto ric a l Backgro und and Legis la tive Evolu tion

2 .1 The P re- Am endm ent E ra

The N I Ac t, 188 1 w as enacted during B ritish ru le as a codif ica tion of the law

re la ting to prom issory no tes, b ills o f exchange , and cheques. In its orig ina l fo rm ,

the N I Ac t d id not c rea tes a specia l c rim ina l offence for cheque dishonour. A

payee ho ld ing a bounced cheque was confined to c ivil rem ed ies- a su it for

recovery o f m oney- wh ich were noto riously s low and inadequate given the

vo lum e of such transactio n .

The ab sence of a crim ina l de te rren t led to w idespread m isuse . D rawer w ou ld

issue cheque w ith the de lib era te know ledge tha t they lacked suffic ien t fund s,

trea ting dishonour as a m ere civil risk ra the r than a c rim ina l liab ility . T h is prac tice

underm ined the cred ib ility of cheque as a sub stitu te fo r cash paym ent and

created enorm ous financ ia l exposure for payees, p a rtic u lar ly sm a ll trade r and

ind ividua l cred ito rs.

2 .2 The 198 8 Am endm ent: B irth of Section 138

The Bank ing , P ublic financ ia l Institu tio ns and N egotiab le Instrum ent

Law s(Am endm ent ) Ac t, 198 8- w h ich cam e in to force on 1st Ap ril 198 9- inse rted

Chapte r XV II (S ec tio n 138 to 142) in to the N I A ct. Th is was a wate rshed m om ent in

Indian comm erc ia l law . For the first tim e , d ishonour of cheque for insu ff ic iency of

funds or if it exceeded the am ount a rranged fo r w as crim ina lised.

2 .3 The 2002 Am endm ent

The N I ( Am endm ent and M isce llaneous P rov is io n ) A ct, 200 2 substan tia lly

revam ped the procedura l a rch itec tu re of section 138 cases. Key changes

inc luded; extension o f no tice period from 15 to 30 days, in troduc tio n of summ ary

tria l pro cedures under section 143 , pro vis ion for evid ence by a ffidavit under

section 145 , confe rm ent of pow er on the court to try a ll o ffences a t the p lace



w here the payee’ s bank was located, and expansio n o f the com pounding

provis ion under section 147.

2 .4 The 20 15 and 2018 Am endm ents

The N I (Am endm ent) Ac t, 2015 reso lved the long- standing con trove rsy over

te rritoria l ju r isd ic tio n b y am ending sec tio n 142(2 ) to p rov id e tha t com pla in ts under

section 138 sha ll b e filed in a court w ithin who se lo ca l ju risd ic tion the b ranch of

the bank w here the payee m a in ta in an accoun t is s itua ted . Th is reve rsed the

ea rlie r position in troduced by the Suprem e court in D ashra th Rupsingh Ra tho re v.

Sa te of M aha rash tra (2014), wh ich had he ld tha t ju risd ic tio n lay w ith the court a t

the p lace of the drawer’ s bank .

The Nego tiab le Instrum ent (Am endm ent) A ct, 20 18 in troduced two p ivo ta l

provis ions; section 143A, enab ling courts to g ran t in te rim com pensa tion to the

com pla inan t du ring tria l, and Section 148, em pow ering appe lla te courts to order

the accused to depo sit a m in im um o f 20% o f the fine or com pensa tio n upon filing

an appea l aga inst conv ic tion .

3 . Sta tu to ry fram ew ork The Nego tiab le Instrum ent Ac t,18 81

3 .1 Structu re o f the N I Ac t

The N egotiab le Instrum ent A ct,1881 is d iv id ed in to 17 chapte rs and con ta in 14 7

sections. Chap te r XV II, com pris ing S ection 138 to 147 , dea ls exc lus ive ly w ith

pena lties in case o f dishonour of ce rta in cheques. Th is chap te r was inse rted by

the 1988 am endm ent and has been the sub ject of m ore lit iga tion than any other

provis ion of the Act.

4. Sec tion 138 ; Ing redien ts and Essen tia l Conditions

Sec tio n 138 o f the N I Ac t reads; “Where any cheque draw n by a person on an

accoun t m ain ta ined by h im w ith a banker fo r paym ent of any am ount of m oney

to ano the r pe rson from out of tha t accoun t for the discha rge , in who le or in pa rt,

of any debt o r othe r liab ility , is re tu rned by the bank unpa id , e ithe r because o f the

am ount of m oney stand ing to the credit o f tha t accoun t is insu ffic ien t to honour

the cheque or tha t it exceed the am ount a rranged to be pa id from tha t accoun t by

an agreem ent m ade w ith the tha t bank , such person sha ll b e deem ed to have

comm itted an o ffence… .”

Fo r an o ffence under S ection 138 to be m ade out, the fo llow ing essen tia l

co ndit ion m ust be sa tisfied con junctive ly. ;

4.1 The Cheque M ust Be D raw n on a Bank A ccoun t



The instrum ent in question m ust be a cheque as def ined under sectio n 6 of the N I

Ac t- a b ill o f exchange d rawn on spec ified banker and not exp ressed to be

payable o the rw ise than on dem and . P ost-da ted cheque accoun t payee cheque

and bea re r cheque a ll fa ll w ith in the am b it of sec tio n 138 .

4.2 The cheque M ust Be for D ischa rge of a Deb t or L iability

Th is is a crucia l ingredien t. T he cheque m ust be issued in discha rge- who lly or

pa rt ly- o f a lega lly en fo rceab le debt or o the r liab ility . A cheque g iven as a gift ,

do na tio n, o r in antic ipa tio n of a fu tu re debt does not a ttract section 138. H ow ever,

security cheque (issued as security aga inst a fu tu re liab ility) have been he ld to

a ttrac t the section once the underly ing liab ility crysta llises, as cla rified bt he

suprem e court in M .M .T.C. Ltd v. M edch l Chem ica l and Pharm a (P) ltd( 200 2).

4.3 Fa ilu re to M ake Paym ent W ith in 15 Days

If the d raw er fails to m ake paym ent of the sa id am ount w ith in 15 days o f the

receipt o f the sta tutory notice , the cause o f action to file a com pla in t accrues.

On ly upon such fa ilu re does the crim ina l liab ility under section 138 a ttach .

5 S ec tio n 138 ; Ing redients and Essen tia l Cond itio ns

5 .1 Rece ip t o f the D ishonour M em o

The pro cedura l cha in under section 138 is set in m otion w hen the payee’ s bank

re tu rn the cheque unpa id , accom pan ied by a ‘ Retu rn M em o’ sta ting the

reason fo r d ishonour. The da te o f rece ip t of th is m em o is the sta rting point of a ll

subsequen t lim ita tio n period s. The payee m ust re ta in th is m em o as p rim ary

evidence .

5 .2 Issuance o f lega l N otice (sectio n 138 P rov iso(b))

The payee m ust issue a w ritten dem and no tice to the d rawer w ith in 30 days of

receiving the dishonour m em o. Th is no tice : m ust be in w riting ; m ust dem and

paym ent o f the cheque am ount; need not be sen t b y a law yer (tho ugh it is

adv isable ); shou ld idea lly be sent b y registe red po st w ith acknow ledgm ent due or

speed post ( as per section 27 of the Genera l C lauses A ct, se rv ice b y post is

deem ed effected once a properly add ressed le tte r is sen t, rega rd less of ac tua l

receipt) ; and m ust prec ise ly sta te the cheque am ount.

The Sup rem e Court in Sake th Ind ia Ltd v. Ind ia Secur ities Ltd (1999) he ld tha t the

notice m ust be sent w ith in 30 days from the da te o f rece ipt of in fo rm a tio n as to

dishonour, no t m ere ly from the da te of d ishonour itse lf .

5 .3 F iling the Com p la int (sec tio n 142)



If the draw er fa ils to pay w ith in 15 days of rece ipt o f no tice , the payee m ay file a

cr im ina l com pla in t be fo re the Jud icia l M agistra te of F irst C lass ( or M etro politan

M agistra te ) w ith in 30 days of the expiry o f the 15 days notice perio d. The

com pla in t m ust be fi led by the payee or the holde r in due course- not any other

pe rso n .

6 . H igh Court P erspectives(A llahabad H igh Court fo cus)

The A llahabad H igh Court, b e ing one of the la rg est H igh Court, d ea ls w ith a

sig n ific an t num ber o f cheque bounce cases. It has consisten tly em phasised

adherence to summ ary tria l procedures and discouraged unnecessa ry

adjou rnm ent.

The Court has a lso taken a cau tious appro ach in exe rcis ing inhe ren t pow ers

under S ec tio n 482 C rPc , ensu ring tha t cheque bounce p roceed ing a re not

quashed prem atu re ly un less clea r abuse of p rocess is dem onstrated. Th is re f lec ts

jud icia l restra in t and respec t fo r tr ia l pro cedure .

7 . P un ishm ent and Pena lties

7 .1 Presc rib ed pun ishm ent

Sec tio n 138 presc rib e the fo llow ing punishm ent upon convic tio n im p risonm ent for

a te rm w hich m ay extend to tw o yea rs; or fine w h ich m ay extend to tw ice the

am ount of the cheque ; o r bo th .

The p rov is io n thus p rov ides fo r an e ithe r-or-both fo rm u la, g iving the m agistrate

conside rab le d iscre tion . In prac tice, the focus o f section 138 p roceeding is

financ ia l recove ry ra the r than inca rce ra tio n and courts frequen tly im po se fines

ra the r than im pr isonm ent- pa rticu la rly w here the accused m akes paym ent during

the appe llate stage .

7 .2 Com pensa tio n to Com pla inan t

U nder sec tio n 357 of the Code of C rim ina l Procedure (now section 395 of the

BNSS ,20 23 ), the court m ay aw ard com pensa tio n to the com pla inan t ou t of the

fine im posed. The Suprem e court has consisten tly he ld tha t courts shou ld

endeavour to aw ard com pensa tion equ ivalen t to the cheque am ount to m ake the

rem edy m ean ing fu l.

7 .3 Bank Cha rges and Consequences

Beyond cr im ina l pena lties, a dishonoured cheque a ttracts bank cha rges (typ ica lly

Rs.150 to Rs.80 0 per instance depending on the bank). Frequen t d ishonour

adverse ly a ffec t the d raw er’ s cred it ra ting, m ay lead to accoun t c lose r, and can



resu lt in restr ictions on issuing cheques. The Reserve Bank of India has issued

gu ide lines perm itting banks to w ithdraw cheques facility from custom ers w ith

fo ur or m ore cheque re turn w ith in a yea r.

8 . Landm ark judic ia l dec is io ns

8.1 E lectro n ic App roaches to Serv ice (Po st-2025)

The Sup rem e Court in Oc tober 2025 issued com p rehensive techno logy- d riven

gu ide lines a llow ing se rvice of summ ons and no tices th rough W hatsApp , Em a il,

and Q R codes in cheque bounce cases, recogn is ing tha t trad itio na l se rv ice

m echan ism s were a prim ary cause of de lay.

8 .2 Rangappa v. Sri M ohan (2010)- Constitu tio n Bench on Presum ption

A five- judge constitu tio na l bench o f the Suprem e Court se tt led a long-standing

conflict o ve r the standa rd of proof requ ired of the accused to rebu t the

presum p tio n under sec tio n 139. The Court he ld tha t the accused need on ly ra ise a

probab le defence- a standa rd of p reponderance o f probab ilities, no t proof

beyond reasonable doub t. Th is judgem ent p rov ides the fo unda tio na l fram ew ork

fo r the burden o f proof in sec tion 138 tria ls .

8 .3 Dashra th Rupsingh Ra tho re v. Sta te o f M aha rash tra (20 14 )- Ju risd ic tio n

con tro ve rsy

A Three- judge bench a lte red the ju risd ictiona l g round ru les by ho ld ing tha t

section138 cases cou ld on ly be filed w here the draw er’ s bank w as lo ca ted . Th is

created m assive inconven ience for payee in d istan t loca tio n and resu lted in the

transfe r of thousand o f pend ing cases. The resu ltan t chao s led P a rliam ent to pass

the 20 15 am endm ent resto ring ju risd ict ion to the payee’ s bank location .

8 .4 Indian Bank Assoc ia tio n v. U n ion O f India (20 14 )- Speedy T ria l G u ide lines

The Sup rem e Court issued de ta iled direction to M agistra te ac ross India for

exped itio us disposa l of cheque bounce cases, includ ing m anda tory day to day

hea ring , use of a ff idav it ev idence , encouragem ent of com pound ing and issuance

of pro cess w ithin tw o w ork ing days o f fi ling o f the com p lain t.

9 . Co rpo ra te L iab ility : Section141 of the N I A ct

One of the m ost s ign if ican t- and lit iga ted - p rov is io n in Chap te r XV II is sec tio n 141,

w h ich deals w ith the liab ility of com pan ies (including Lim ited Pa rtnersh ips) for

offence under section 138.

9 .1 The V icar ious L iability P rincip le



Sec tio n 141(1)pro vides tha t where a com pany comm its an offence under sec tio n

138 , eve ry perso n w ho a t the tim e the o ffence w as comm itted was in

cha rge of, and w as responsib le to the com pany fo r the conduct of its

business as w e ll as the com pany itse lf, sha ll b e deem ed to be gu ilty of the

offence . S ection 141(20) fu rthe r pro vid es tha t where the offence is

comm itted w ith the consen t, co nnivance, or neglect of any directo r,

m anger, sec re ta ry or o the r off ice r o f the com pany , such person sha ll a lso

be liab le .

9 .2 D irector’ s Persona l L iab ility A fte r Resigna tion

A directo r w ho had resigned befo re the cheque w as p resented for paym ent

canno t be pro secu ted, as the offence had no t ye t crysta llised a t the tim e of

the ir res igna tion . How ever, this m ust be established w ith ev idence of the

resig na tion hav ing been du ly filed w ith the Reg istra r of Com pan ies.

10 .Judicia l Back lo g and the C ris is of Pendency

10.1 Sca le of the problem

The pendency of cheque bounce cases in India represen t one of the m ost acute

cha llenges to the e ff ic iency and c redib ility of the justice system . A s of 2025 ,

ove r 44.7 lakhs cases under the N I Ac t a re pend ing in Indian courts,

w ith ove r 25 .9 lakh of them unreso lved for m o re than tw o years. In 2021,

ove r 1.22 m illio n new cases w ere reg iste red under the N I Ac t- a rise from 9,

67 ,595 in 2021, re flecting both inc reased financial transaction and the

m ounting enfo rcem ent cha llenges.

A t the m acro leve l, th is pro blem is em bedded w ith in India’ s b roader jud ic ia l

back log: nea rly 4 .80 cro re cases a re pending in tria l cou rts acro ss the country, of

w h ich cheque bounce cases constitute nea r ly 10% . The Sup rem e Court itse lf

noted in the 2021 suo m otu pro ceeding , tha t a t one point in D e lh i a lone ,

app roxim a te ly 1,000 new cheque bounce cases w ere being fi led every day.

10 .2 S ta te -W ise D ispa rit ies

D isposa l ra tes va ry d ram atica lly ac ross sta tes. G u ja ra t has ach ieved nea r-par ity

be tween case registra tio n and d ispo sa l, w h ile sta tes like U tta r P radesh , B iha r, and

Ra jasthan show deep defic its . Ra jasthan a lo ne had o ver 6 .4 lakh pend ing cases

as of D ecem ber 20 24. Lega l experts a ttribu te these dispa rit ies to jud ic ia l

m anpower shortages, inadequa te in frastruc tu re , and p rocedura l ad jou rnm ent.

10 .3 Cause o f De lay



● Sho rtage of M ag istra te: Ind ia has app roxim a te ly 21 judges per m illio n

citizen , fa r b elow com parable econom ies. In som e distric ts, a s ing le

M agistra te m ay be hand ling thousand o f cases sim u ltaneously.

● Serv ice o f Summ on Failures: Non-service o f summ on on accused pa rties-

due to incorrec t addresses, de libe rate evasion , or posta l fa ilu res- has

h isto ric a lly been the single g rea test cause of de lay in cheque bounce

cases.

● Inadequa te In frastruc tu re : M any M ag istra te courts lack basic d ig ita l

in frastructu re for e-fi ling ,video-confe renc ing, o r d ig ita l ev idence

m anagem ent.

11.Conclus ion

Cheque bouncing in Ind ia o ccupies a un ique and consequen tia l p lace a t the

in te rsec tio n o f comm ercia l law , crim ina l justic e, and financ ia l in tegrity. Sec tio n

138 of the N I Ac t 188 1- in troduced in 198 8 as a m echan ism to resto re confidence

in cheque-based transaction- has becom e one o f the m ost litig ates pro vis ion in

Indian Law , genera ting over a m illion new cases annua lly and accounting for

nea rly o ne-ten th of a ll pending cases in India’ s tria l cou rt.

The lega l fram ew ork has evolved conside rab ly th ro ugh legis la tive am endm ent in

200 2 ,20 15 ,and 20 18 and th rough a rich body of Suprem e Court jur isprudence tha t

has cla rified the ingred ien ts o f the o ffence , the standa rd o f p roo f, the

ju risd ic tio nal ru les, the righ t of corpora te accused and the m echan ism for

exped itio us disposa l.

Ye t the crises of pendency- w ith o ve r 44.7 lakh cases pending as of 20 25-

rem a ins the defin ing cha llenge . The law on paper is large ly so und: it is the

m ach inery of just ice tha t requ ires u rgen t repair. The Sup rem e Court’ s Oc tober

2025 d irec tio ns, leve raging dig ita l technolo gy for se rvice , se ttlem ent, and

proceed ings, represen t a p rom is ing direction . The ir success w ill depend on

susta ined polit ica l w ill, adequa te judic ia l resourc ing and a cu ltu ra l sh ift tow ard s

pre- litiga tion d ispu te reso lu tio n .

The u ltim a te goal o f Sec tio n138- as a rt icu la ted in num erous Suprem e Court

judgem ent- is not inca rce ra tio n bu t the resto ra tio n of financ ia l in teg rity . A cheque

m ust m ean w ha t it says. W hen it d oes, comm erce flou rishes, when it do es no t,

and w hen the lega l system is too slow to correc t the b reach , trust e ro des. India’

s cha llenge is to m ake the p rom ise of sec tio n 138 as re liab le as the p rom ise of the

cheque itse lf.
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