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Section 420—

Whoever cheats and thereby dishonestly induces the person deceived to
deliver any property to any person, or to make, alter or destroy the whole or
any part of a valuable security, or anything which is signed or sealed, and
which is capable of being converted into a valuable security, shall be
punished with imprisonment of either description for a term which may

extend to seven years, and shall also be liable to fine.
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17.  This Court has, in a long line of decisions, deprecated the tendency to
convert civil disputes into criminal proceedings. In Indian Oil Corporation
v. M/s. NEPC India Ltd. 17, it was held that criminal law cannot be used as
a tool to settle scores in commercial or contractual matters, and that such
misuse amounts to abuse of process. The following paragraphs from the
decision are apposite:

“9. The principles, relevant to our purpose are:

(i) A complaint can be quashed where the allegations made in the
complaint, even if they are taken at their face value and accepted in
their entirety, do not prima facie constitute any offence or make out
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the case alleged against the accused. For this purpose, the complaint
has to be examined as a whole, but without examining the merits of
the allegations. Neither a detailed inquiry nor a meticulous analysis
of the material nor an assessment of the reliability or genuineness of
the allegations in the complaint, is warranted while examining prayer
for quashing of a complaint.

(v) A given set of facts may make out: (a) purely a civil wrong; or (b)
purely a criminal offence; or (c) a civil wrong as also a criminal
offence. A commercial transaction or a contractual dispute, apart
from furnishing a cause of action for seeking remedy in civil law, may
also involve a criminal offence. As the nature and scope of a civil
proceedings are different from a criminal proceeding, the mere fact
that the complaint relates to a commercial transaction or breach of
contract, for which a civil remedy is available or has been availed, is
not by itself a ground to quash the criminal proceedings. The test is
whether the allegations in the complaint disclose a criminal offence or
not.

10. While on this issue, it is necessary to take notice of a growing
tendency in business circles to convert purely civil disputes into
criminal cases. This is obviously on account of a prevalent impression
that civil law remedies are time consuming and do not adequately
protect the interests of lenders/creditors. Such a tendency is seen in
several family disputes also, leading to irretrievable break down of
marriages/families. There is also an impression that if a person could
somehow be entangled in a criminal prosecution, there is a likelihood
of imminent settlement. Any effort to settle civil disputes and claims,
which do not involve any criminal offence, by applying pressure
though criminal prosecution should be deprecated and discouraged.”

18.  Similarly, in Inder Mohan Goswami and another v. State of
Uttaranchal and others18 , it was emphasized that criminal prosecution
must not be permitted as an instrument of harassment or private vendetta.
In Ganga Dhar Kalita v. State of Assam19 , this Court again reiterated that
criminal complaints in respect of property disputes of civil nature, filed
solely to harass the accused or to exert pressure in civil litigation, constitute
an abuse of process.

19.  Most recently, in Shailesh Kumar Singh @ Shailesh R. Singh v. State
of Uttar Pradesh and others 20 , this Court disapproved the practice of
using criminal proceedings as a substitute for civil remedies, observing that
money recovery cannot be enforced through criminal prosecution where the
dispute is essentially civil. The Court cautioned High Courts not to direct
settlements in such matters but to apply the settled principles in Bhajan Lal.
The following paragraphs are relevant in this context:

“9. What we have been able to understand is that there is an oral
agreement between the parties. The Respondent No.4 might have
parted with some money in accordance with the oral agreement and
it may be that the appellant — herein owes a particular amount to be
paid to the Respondent No.4. However, the question is whether prima
facie any offence of cheating could be said to have been committed by
the appellant.
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10. How many times the High Courts are to be reminded that to
constitute an offence of cheating, there has to be something more
than prima facie on record to indicate that the intention of the
accused was to cheat the complainant right from the inception. The
plain reading of the FIR does not disclose any element of criminality.

11. The entire case is squarely covered by a recent pronouncement of
this Court in the case of “Delhi Race Club (1940) Limited vs. State of
Uttar Pradesh” reported in (2024) 10 SCC 690. In the said decision,
the entire law as to what constitutes cheating and criminal breach of
trust respectively has been exhaustively explained. It appears that
this very decision was relied upon by the learned counsel appearing
for the petitioner before the High Court. However, instead of looking
into the matter on its own merits, the High Court thought fit to direct
the petitioner to go for mediation and that too by making payment of
Rs. 25,00,000/- to the 4th respondent as a condition precedent. We fail
to understand why the High Court should undertake such exercise.
The High Court may either allow the petition saying that no offence
is disclosed or may reject the petition saying that no case for
quashing is made out. Why should the High Court make an attempt
to help the complainant to recover the amount due and payable by
the accused. It is for the Civil Court or Commercial Court as the case
may be to look into in a suit that may be filed for recovery of money
or in any other proceedings, be it under the Arbitration Act, 1996 or
under the provisions of the IB Code, 2016.

12. Why the High Court was not able to understand that the entire
dispute between the parties is of a civil nature.

13. We also enquired with the learned counsel appearing for the
Respondent No.4 whether his client has filed any civil suit or has
initiated any other proceedings for recovery of the money. It appears
that no civil suit has been filed for recovery of money till this date.
Money cannot be recovered, more particularly, in a civil dispute
between the parties by filing a First Information Report and seeking
the help of the Police. This amounts to abuse of the process of law.

14. We could have said many things but we refrain from observing
anything further. If the Respondent No.4 has to recover a particular
amount, he may file a civil suit or seek any other appropriate remedy
available to him in law. He cannot be permitted to take recourse of
criminal proceedings.

Applying the above principles to the facts of the present case, it is

manifest that the dispute — concerning repayment of loan money and the
alleged coercion in execution of documents — is purely civil in character. The
essential ingredients of cheating or forgery are not prima facie made out.
The institution of multiple FIRs in quick succession, particularly after the
appellant had already initiated lawful proceedings, reinforces the inference
of mala fides.

13.

3drerredl / e gRT U IR <A1 gl 3 A1 e

Rigr< & ufcarfed fea T 8 fb—
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On a reading of the section it is manifest that in the definition there
are set forth two separate classes of acts which the person deceived may be
induced to do. in the first place he may be induced fraudulently or
dishonestly to deliver any property to any person. The second class of acts
set forth in the section is the doing or omitting to do anything which the
person deceived would not do or omit to do if he were not so deceived. In the
first class of cases the inducing must be fraudulent or dishonest. In the
second class of acts, the inducing must be intentional but not fraudulent or
dishonest.

47.  Moreover, this Court has at innumerable instances expressed its
disapproval for imparting criminal color to a civil dispute, made merely to
take advantage of a relatively quick relief granted in a criminal case in
contrast to a civil dispute. Such an exercise is nothing but an abuse of the
process of law which must be discouraged in its entirety.

14.  BEET YR H AT SHIRAMN 16 Q1 Uell gRT U idad
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