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Vinay Devanna Nayak v. Ryot Sewa Sahakari Bank Ltd., (2008) 2 SCC 305,Court referred to the object of
Section 138 thus:

“16. Section 138 of the Act was inserted by the Banking, Public Financial Institutions and Negotiable
Instruments Law (Amendment) Act, 1988 (Act 66 of 1988) to regulate financial promises in growing business,
trade, commerce and industrial activities of the country and the strict liability to promote greater vigilance in
financial matters. The incorporation of the provision is designed to safeguard the faith of the creditor in the
drawer of the cheque, which is essential to the economic life of a developing country like India. The provision
has been introduced with a view to curb cases of issuing cheques indiscriminately by making stringent
provisions and safeguarding interest of creditors.

17. As observed by this Court in Electronics Trade & Technology Development Corpn. Ltd. v.  Indian
Technologists & Engineers (Electronics) (P) Ltd. [(1996) 2 SCC 739 : 1996 SCC (Cri) 454] the object of
bringing Section 138 in the statute book is to inculcate faith in the efficacy of banking operations and
credibility in transacting business on negotiable instruments. The provision is intended to prevent dishonesty
on the part of the drawer of negotiable instruments in issuing cheques without sufficient funds or with a view
to inducing the payee or holder in due course to act upon it. It thus seeks to promote the efficacy of bank
operations and ensures credibility in transacting business through cheques. In such matters, therefore,
normally compounding of offences should not be denied. Presumably, Parliament also realised this aspect and
inserted Section 147 by the Negotiable Instruments (Amendment and Miscellaneous Provisions) Act, 2002 (Act
55 of 2002). The said Section reads thus:

“147. Offences to be compoundable.— Notwithstanding anything contained in the Code of

Criminal Procedure, 1973 (2 of 1974), every offence punishable under this Act shall be compoundable.”
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