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UNDERSTANDING CHEQUE BOUNCE
LEGAL FRAMEWORK AND REMEDIAL MEASURES

In the realm of financial transactions, the phenomenon of a cheque bounce, or
dishonoured cheque, represents a significant concern, occurring when a financial
institution declines to honour a cheque due to various underlying issues, including
insufficient funds. This article elucidates the intricacies surrounding cheque bounce, its
legal ramifications, and the procedural steps for recourse.

CAUSES OF CHEQUE BOUNCE

Several factors may precipitate a cheque bounce, including but not limited to:

1. Insufficient Funds: The account holder lacks adequate funds to cover the cheque
amount.

2. Signature Mismatch: The signature on the cheque does not correspond with that
on record at the bank.

3. Cheque Expiration: The cheque has surpassed its validity period.

4. Stop Payment Instructions: The drawer has issued a directive to halt payment
on the cheque.

5. Frozen Account: The bank account has been frozen due to legal or regulatory
issues.

LEGAL IMPLICATIONS

The legal framework governing cheque bounce is primarily encapsulated within the
Negotiable Instruments Act, 1881, particularly under Section 138, which delineates the
consequences of issuing a dishonoured cheque. The ramifications of a cheque bounce
encompass:

1. Penal Provisions: Offenders may face financial penalties and potential
imprisonment.

2. Civil Liability: The drawer may be liable for damages and compensation to the
aggrieved party.

PROCEDURAL STEPS FOR ADDRESSING CHEQUE BOUNCE

Step 1: Issuance of Notice

The initial step involves the aggrieved party sending a formal demand notice to the drawer
within 30 days of the cheque's dishonour. This notice must comprehensively detail the
cheque information, including the cheque number, amount, and the specific reasons for
the bounce.
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Step 2: Filing of Complaint

Should the drawer fail to remit payment within 15 days of receiving the notice, the next
course of action is to file a formal complaint. This complaint must be lodged within 30 days
following the expiration of the notice period.

Step 3: Court Proceedings

Upon filing the complaint, the court will issue a summons to the drawer, initiating judicial
proceedings. The drawer is then afforded the opportunity to respond and submit evidence.
Ultimately, the court will render a judgment, which may encompass various penalties.

POTENTIAL PENALTIES

The consequences for cheque bounce under the law may include:
1. Monetary Fine: Imposition of a fine, which may extend up to %2 lakhs.
2. Imprisonment: The possibility of incarceration for a term not exceeding two years.

3. Compensation: The court may mandate compensation for damages incurred,
including interest.

PREVENTIVE MEASURES

To avert the occurrence of cheque bounce, it is prudent to undertake the following
precautions:

1. Verification of Account Balance: Prior to issuing cheques, ensure that sufficient
funds are available in the account.

2. Accuracy of Signature and Details: Confirm that the signature and other cheque
particulars are accurate and match bank records.

3. Regular Monitoring of Transactions: Consistently review account statements
and transactions to detect any discrepancies.

FREQUENTLY ASKED QUESTIONS (FAQ)

1. What is the time frame for filing a complaint?
2. lIs it possible to file a complaint via online channels?

3. What are the potential consequences of a cheque bounce?

ESSENTIAL RESOURCES

1. Reserve Bank of India (RBI) Guidelines
2. Negotiable Instruments Act, 1881

w»

i
'@

2|Page

E TINR Y
) @
"

B

Al
A



Office Address Sn. ® +91-9650839112
E-25/A, Hauz Khas, \\'\\ !,a‘b\\ @ support@avcservices.in
New Delhi - 110 016 N GERDIELRES &, www.avcservices.in

4. Consultation with Legal Experts

CHEQUE BOUNCE CHECKLIST

To navigate the complexities of cheque bounce effectively, consider the following
checklist:

1. Verification of Cheque Details: Scrutinize all relevant cheque information.
2. Issuance of Demand Notice: Promptly send the required notice to the drawer.

3. Timely Filing of Complaint: Ensure the complaint is lodged within the stipulated
time frame.

4. Adherence to Court Proceedings: Engage in the judicial process diligently.
5. Seek Legal Counsel: Obtain guidance from qualified legal professionals.

In conclusion, a comprehensive understanding of the legal implications and procedural
requirements surrounding cheque bounce is essential for mitigating financial losses and
achieving timely resolutions. Engaging the expertise of a qualified legal professional can
further facilitate this process, ensuring that rights are upheld and justice is served.

3|Page

®

o &

P IR
2NN

\



