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1 MCRC-4819-2025
IN THE HIGH COURT OF MADHYA PRADESH
AT JABALPUR
BEFORE
HON'BLE SHRI JUSTICE B. P. SHARMA

ON THE 30th OF APRIL, 2026
MISC. CRIMINAL CASE No. 4819 of 2025

PANKAJ SARAF
Versus
THE STATE OF MADHYA PRADESH AND OTHERS

Appearance:

Shri Arihant Tiwari - Advocate for the petitioner.
Shri Swatantra Pandey - PL for respondent/State.

Ms. Dolly Soni- Advocate for the respondent [R-2].

The present petition has been preferred by the petitioner under Section
482 of the Code of Criminal Procedure/Section 528 of the Bharatiya Nagarik
Suraksha Sanhita invoking the inherent jurisdiction of this Court seeking
quashment of FIR bearing Crime No. 536/2024 registered at Police Station
Lordganj, District Jabalpur for offences punishable under Sections 420, 409,
294 and 506(2) of the Indian Penal Code together with the consequential
charge-sheet and all subsequent proceedings arising therefrom.

2. The facts giving rise to the present petition, briefly stated, are that
the petitioner is engaged in the business of real estate development and
colonization activities within District Jabalpur. The material available on
record reflects that the petitioner entered into a Memorandum of Agreement

dated 17.12.2019 with M/s Anant Investment represented through its
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authorized persons in relation to development of a residential colony known

as “Anant Parishar” situated over certain parcels of land at Mauja Madhotal,
Jabalpur. The said agreement was executed in terms of the provisions
governing development agreements and forms part of the record before this
Court.

3. Subsequently, on 21.01.2020, another agreement came to be
executed between the petitioner and respondent No.2/complainant in relation
to developmental activities pertaining to another property project. According
to the petitioner, respondent No.2 was entrusted with certain responsibilities
relating to development and supervision of the project, however disputes
gradually arose between the parties concerning performance of contractual
obligations and settlement of accounts. The material further reveals that
another Agreement-cum-Consent Deed dated 27.12.2021 was also executed
between the petitioner and the complainant with regard to property belonging
to M/s Anant Investment.

4.  The petitioner has asserted that differences arose between the
parties regarding execution of obligations under the agreements, investment
of amounts, transfer of plots and financial settlements connected with the
development projects. It is the case of the petitioner that prior to registration
of the impugned FIR, complaints had already been submitted by the
petitioner before the police authorities alleging fraudulent conduct and
breach of trust on the part of the complainant.

5. The FIR in question came to be registered on 25.10.2024 at Police

Station Lordganj, District Jabalpur for offences punishable under Sections
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420, 409, 294 and 506(2) IPC. The allegations contained in the FIR are

broadly to the effect that the complainant had invested certain amounts with
the petitioner in relation to development projects and that the petitioner
dishonestly transferred seven plots in his own name thereby causing
wrongful loss to the complainant. The FIR further alleges that amounts paid
by the complainant were misappropriated by the petitioner.

6. The contents of the FIR is hereby reproduced as under:

“gg B A FgH GFH S Watae fAfAes Huel & e §, oI
2T M HT JH & Afow F tale A Sgeludee A [Asha 3R FAw=
fAdAtor &1 &1 AR G 3d IR, AT AR 134/2 T Ihal 429 g IR T
Y AT 127 T AT 127/2 G 127/3 Tl 2330 TIHIC 3H FehIY ol {H
48487 GaTthIc HIH o1 3rgae A Al SeT T Ueh1er 7raret § feares 02-12-
2019 & TATE T STATHT Y TAhT e & 970 FYT YT GaThie i aT &
fepam aram a1 | g 3eb offd [ argads g a2 & Us & i g & hiTor
TR U el & UrT {5 st & offH o fasha 37 Ta A€ g3 R g
qrse o <F U @ O el 1 af A fHTar a9 gl 0% 37Ul
PIAIATZoR ISHd IMHT U YT TS b &I H 50-50% P HIMNGIX
AT Y LT Y& fehar | aferdl &l HHEd 2t Td ot S TMoraraT #
faerer fig A & frg F @4u I Reprasdt AR v TH
PIAIATSoR b 7 H Teh THAC 3l SeaicHe forad el Siel 3R Tamrer
Hgare & fRar 13T 7| $8 gAY & ag Udhel T AR A & 3 3o
aferdr 31t g31 3R T feet Ie 31eTaTe & alll o fohan 3¢ feaT e
52 9 3R Uehol HAE & 52 oW AHEh §T § oMY 5 b A TSaeht
Seor@ Tdfde # forar arar §1 1065 Toifthe & Rara & & va selia arfors
ORIST 3TIATel I 38h e & FUY Tgel 1,54,50,000/- TG S Aeier S
3R RIS ITATe T 3T TEAT § TT §37 & [THA 3N T Ul TP &
g1 15-15 T & e gIA dAT 13 Talrel (11421 TeTfthe) @1 faspa & fopar
I TIhT X 3T SAECHT b TId H SITHIT 83 oW 70 ol FUF 3
AT 37 ST [TTH A 37d SAATCIHE &b U Tl aqare o 81
TG T of oy A Ul GUP & Pgad T 20 T T AolLl Sid T 341
olehY TehTST 3TITaTel e AT Teharl & Torden ToTld 31qayr & 3R 3rqaar &
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Uehol TP TIT Trell &, JAT UhILT 37Iarel 3ad SIdicdc B § 37T

fREHT SR 37197 & I | Udhal AU gINT ASHTAT Gdeh HUT Pl REERR
frama feemar arar o1 o 318 3T garer 3rararer ot arfes hr <t Iwa 23
MG 50 TS TG 3780 3177 & 2 Hiaeg & i g3 3fH & Taeha @ St ot ooy
Ur BT 3HA H ! T Gied arad Y gan | 3 TRE &b STeltiee
& o a3 & 3mavgsar 2 da Y FR I Udhsl TS § el 3T [
Qd 3 31T 37619 37eldT 3T U IR Urd ol off & We] AN gTT s arT
AT ST TR 3T arfrq €T T df 37T & 3Ad IRIX & TAhrg Frat & o
HITAT &Y U] Uehol HUE e g dSATAT Y faard feemar s &6 A
30 off g AT UATRA T YIS R g | 378 37T ferepry shraf A el
arel @i & HITAT IR & Jd Aol Gebol TUH &b S H 3 G: 15 T
T A9TE 9N fEar| 38 gt ¥ A Udhel TA® & Pgad W did aX H 52
TE T4, 15 T ¥G, T 25 ol@ FIY 39 & AL g1 92,00,000/- TG
(37ehe] STeeAd oW &) &l HITAT 916 3R b b AICTH  fehar I &
379 38D PO FHY g GAR A Taral Aoler Sicd § A el o AW =i g3
HIH P gy oY 3T AW WH B o 3H SN Uebol TUF Y 3UTEAT A1
=T GRT AR BIT AIS T TATTAT SIS TIT @A T H ST M Sellol
ATIGT, Bedg H o ST Aalcdl I& Al Uehol TAD S el & 319
AT TS H IET B 31T JH 916 T & &1 Y H AT 3 bl 310 @rar
T4 g & § o U 3T 431 & T2 & 38 o # g1 ared o @ 311
YeRITRY 3TUhT ATTH 3T | SH YT Uebol FUD o I TAAH el Hhue
qdeh M W 25 @ TUY of ford it 317at feAish deh araw & &hieh {31 Halw
afa wIRa &7 3R A 1S F solaT A A TEYT @A & HUC Ydb TS
ST Uehol TUH o A GIT YU F 31d TR & 07 Tellel 30 T H W
Sl qaeh Y ol SEehT STTABI HST a1 H Tl o9l dd A Gebo! T A
el Toh & JeFe faura & or gAa) A @1y 0T 1 fohar o« Uehsl §UG A
AT el b T Aol ST BT TUAT STl AT 3H Tole & A Tollel &l 3Tl
ATH WX Y o & H JoaIT TN SN TATST T & 3T ATH U B fordm &
31 Tollel &Y Taehd ey el TUAT & &N | 3gayr H 37U forf@d erdf &
HFHT 50%-50% o TEETT ST 3T Al TAT@d 3Jay & 3D 37e]&y
TE H AU Gl are ofdl| dd Al 39 W IR X forar| eifde daret
T g1 HIH 1T EAIh deh TUAT ATUF Al fehal I:07 &1 3R A Ay
AT o T Tolqde YIEYST el §2 20U g3 fordm &1 3R Uehsl TIH
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&Y & Y P AIT FE B ﬁmaa’fatﬁﬁwudumgm Udhol TIH

31U TeE8d &l o ied Pl TTA 01,49,35,750/- TG (Teh S Zed1H 1T
U &t ard |t uard ) T AT B IS G UIIH H I AT I TS
THY Ugel A GHAIE AT, MGG H Uehol T Fel STar AeIer i, faemer
T Aieihr Y A @Y A A Gebo! GUH H bl HS A JQ arug &1 at 387
A AT et &Y I IEY et &1 3R AN YN & F FA A A g drell Y
ST & o6 g N 8ieb I e STeTdd 379 S U9 A9 ol Sl I@ell g
ST & G H &l &aNl | Yegrane fealieh 19/12/2023.”

7.  Learned counsel has submitted that the impugned FIR and the
consequential criminal proceedings are nothing but a gross misuse of the
criminal machinery in respect of a dispute which is purely civil, contractual
and commercial in nature. It was argued that the entire controversy emanates
from development agreements, financial arrangements, settlement of
accounts and transfer of plots arising out of business transactions between
the parties and therefore the essential ingredients constituting offences
punishable under Sections 420 and 409 IPC are wholly absent from the
record.

8.  Learned counsel contended that the FIR itself reflects admitted
commercial dealings and contractual arrangements between the parties and
therefore the attempt made by respondent No.2 is only to impart criminal
colour to a dispute which essentially pertains to contractual obligations and
civil liabilities. It was submitted that mere non-performance of contractual
terms, disputes regarding financial settlement or alleged breach of agreement
cannot automatically constitute criminal offences in absence of fraudulent or
dishonest intention from the inception of the transaction.

9. Learned counsel further submitted that the allegations concerning

Slgnatur Not Verified
Sg d by: PA«F\’ SHWAR
s g g time:[T3-05-2026
10:21:23



NEUTRAL CITATION NO. 2026:MPHC-JBP:37179

6 MCRC-4819-2025
investment amounts and transfer of plots are matters intrinsically connected

with the contractual arrangements executed between the parties and the same
can only be adjudicated before a competent civil court. It was argued that no
material whatsoever exists to indicate that the petitioner possessed dishonest
intention at the very inception of the transaction or that any fraudulent
inducement was extended to the complainant at the time of entering into the
agreements. In support of the contention that a purely civil dispute or breach
of contract cannot be converted into criminal prosecution in absence of
dishonest intention from inception, learned counsel placed reliance upon the
judgments rendered in the case of Hridaya Ranjan Prasad Verma & Ors. vs.
State of Bihar & Anr. (2000) 4 SCC 168, Sarabjit Kaur vs. State of Punjab &
Anr. (2023) 5 SCC 360 and V.Y. Jose & Anr. vs. State of Gujarat (2009) 3
SCC 378. Learned counsel submitted that the aforesaid judgments
consistently hold that mere breach of contractual obligations, non-payment
of money or failure to honour commercial commitments would not constitute
offences of cheating or criminal breach of trust unless fraudulent intention
existed from the inception of the transaction.

10. Learned counsel further argued that the High Court, while
exercising powers under Section 482 Cr.P.C., is duty bound to prevent abuse
of the criminal process where disputes which are essentially civil in nature
are deliberately sought to be given a criminal complexion. In this regard,
reliance was placed in the case of Naresh Kumar & Anr. vs. State of
Karnataka & Anr. SLP (Crl.) No. 1570 of 2021 and Paramjeet Batra vs. State
of Uttarakhand & Ors. (2013) 11 SCC 673. It was submitted that the ratio
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laid down in the aforesaid judgments clearly establishes that where the

ingredients of criminal offences are absent and the dispute is predominantly
civil and commercial in nature, continuation of criminal proceedings
amounts to abuse of process of law and warrants interference under Section
482 Cr.P.C.

11. Learned counsel additionally submitted that the essential
ingredient of “entrustment” required for attracting the offence of criminal
breach of trust is completely absent in the present case. It was argued that the
relationship between the parties was purely commercial and contractual and
therefore no fiduciary entrustment in the legal sense ever existed between
them. In support of the aforesaid contention, reliance was placed in the case
o fMNG Bharateesh Reddy vs. Ramesh Ranganathan & Anr. Criminal
Appeal No. 1273 of 2022, Supreme Court of India and N. Raghavender vs.
State of Andhra Pradesh (2021) 18 SCC 70. Learned counsel submitted that
the aforesaid judgments clearly distinguish civil disputes arising from
contractual arrangements from offences involving criminal breach of trust
and hold that in absence of entrustment and criminal intent, criminal
prosecution is not maintainable.

12. Learned counsel also submitted that criminal proceedings cannot
be utilized as an instrument of harassment, intimidation or coercion in
private commercial disputes. In support of the said contention, reliance was
placed in the case of Mithesh Kumar J. Sha vs. State of Karnataka SLP (Crl.)
No. 9871/2019. Learned counsel argued that the criminal justice system

cannot be permitted to become a weapon for arm-twisting or private vendetta
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in matters arising out of civil and commercial transactions.

13.  Per contra, learned Government Advocate appearing on behalf of
the State as well as learned counsel appearing for respondent No.2 opposed
the petition and contended that the FIR and the material collected during
investigation clearly disclose commission of cognizable offences and
therefore no interference is warranted at the present stage. The petitioner
induced the complainant to part with substantial amounts of money on the
assurance that the same would be utilized for development activities and
profits arising therefrom would be shared equally between the parties. It was
argued that after obtaining financial benefits from the complainant, the
petitioner dishonestly transferred seven plots in his own name and thereby
caused wrongful loss to respondent No.2.

14. Learned counsel further submitted that the allegations contained
in the FIR disclose not merely a civil dispute but a clear case involving
cheating, criminal breach of trust and dishonest misappropriation of property.
According to respondent No.2, the petitioner acted in the capacity of an
agent and merchant and therefore the provisions of Section 409 IPC are
clearly attracted. It was further argued that the powers under Section 482
Cr.P.C. are limited in scope and at the stage of quashing the Court cannot
undertake meticulous appreciation of disputed facts or evaluate the defence
sought to be raised by the accused. Learned counsel submitted that the
allegations made in the FIR and the material collected during investigation
are sufficient to proceed against the petitioner and therefore the truthfulness

or otherwise of the allegations can only be adjudicated during trial.
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15. Learned counsel for respondent No.2 placed reliance upon the
judgments of the Hon’ble Supreme Court in the case of Neeharika
Infrastructure Pvt. Ltd. vs. State of Maharashtra 2021 SCC OnLine SC 315
and State of Haryana vs. Bhajan Lal 1992 Supp (1) SCC 335 contending that
the inherent jurisdiction of the High Court should be exercised sparingly and
criminal proceedings ought not to be scuttled at the threshold where the FIR
prima facie discloses commission of cognizable offences.

16. This Court has given thoughtful consideration to the rival
submissions advanced by learned counsel for the parties and has carefully
perused the FIR and material collected during the investigation. Upon a
comprehensive examination of the material available on record, this Court is
of the considered opinion that the present case falls within the category of
disputes where a purely civil and contractual controversy has been sought to
be converted into a criminal prosecution with an oblique purpose of exerting
pressure upon the petitioner.

17. At the very outset, it is necessary to note that the foundational
facts of the present case are undisputed to the extent that the relationship
between the parties arose from commercial dealings and development
agreements executed in relation to real estate projects. The documents placed
on record clearly reveal that the petitioner and respondent No.2 were
involved in business transactions concerning development of property and
financial arrangements arising therefrom. Therefore, the genesis of the
dispute itself 1s rooted in contractual obligations and commercial

transactions.
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18. The principal allegation levelled in the FIR is that the petitioner

dishonestly transferred seven plots in his own name and failed to honour the
financial understanding between the parties. However, from a bare reading of
the FIR and the documents accompanying the same, it becomes abundantly
clear that the allegations pertain to disputes regarding refund of the
consideration of the respondents, which was assured by the petitioner to
return the same. Such disputes are quintessentially civil in character and are
amenable to adjudication before competent civil courts.

19.  The judgment rendered by the Hon’ble Supreme Court in the
case of Hridaya Ranjan Prasad Verma (supra) assumes considerable
significance in the present case. The Hon'ble Supreme Court in the said
judgment drew a clear distinction between mere breach of contract and the
offence of cheating punishable under Section 420 IPC. The Court
emphatically held that in order to constitute the offence of cheating,
fraudulent or dishonest intention must exist at the very inception of the
transaction. Mere failure to fulfil a promise subsequently or mere breach of
contractual obligations would not amount to cheating unless the intention to
deceive existed from the very beginning.

20. Applying the aforesaid ratio to the facts of the present case, this
Court finds that there is absolutely no material in the FIR indicating that at
the time when the agreements were entered into, the petitioner possessed any
dishonest or fraudulent intention to deceive respondent No.2. On the
contrary, the material placed before the Court demonstrates that the parties
were engaged in continuing commercial relations over a considerable period
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of time involving execution of multiple agreements and financial

transactions. The allegations subsequently raised regarding transfer of plots
and settlement of accounts may at best give rise to civil consequences but
cannot by themselves constitute the offence of cheating.

21. The same principle has consistently been reiterated by the
Hon’ble Supreme Court in Sarabjit Kaur (supra) & V.Y. Jose (supra)
wherein the Supreme Court repeatedly cautioned against converting
contractual disputes into criminal prosecutions in absence of dishonest
intention from inception. The consistent judicial view emerging from the
aforesaid judgments is that criminal law cannot be invoked merely because
one party alleges non-performance of contractual obligations or seeks
recovery of money arising from commercial transactions.

22. This Court further finds substantial force in the contention
advanced on behalf of the petitioner that the offence under Section 409 IPC
1s also not made out. The offence of criminal breach of trust necessarily
requires entrustment of property coupled with dishonest misappropriation
thereof. In the present matter, the relationship between the parties was
admittedly that of persons engaged in commercial dealings arising from
development agreements and property transactions. The material available on
record nowhere demonstrates entrustment of property in the legal sense
contemplated under Section 409 IPC. The judgments rendered in MNG
Bharateesh Reddy (supra) and N. Raghavender (supra) clearly explain that in
commercial and contractual disputes, unless the basic ingredients of

entrustment and criminal intent are specifically established, prosecution for
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criminal breach of trust cannot be sustained. In the present case, the

allegations concerning controversies between the parties regarding the non-
refund of the balanced amount arise entirely from business arrangements and
do not satisfy the statutory ingredients necessary for constituting criminal
breach of trust.

23. This Court also cannot ignore the repeated observations made by
the Hon’ble Supreme Court regarding the alarming tendency of converting
civil disputes into criminal cases merely to apply pressure upon the opposite
party. In the case of A.M. Mohan v. State represented by SHO & Anr. SLP
(Crl.) No. 9598 of 2022 and Rikhab Birani & Anr. vs. State of U.P. & Anr.
SLP (Crl.) No. 8592 of 2024, the Supreme Court strongly deprecated the
misuse of criminal law in commercial matters and observed that criminal
proceedings cannot be permitted to become instruments for arm-twisting or
coercive recovery in matters arising out of contractual obligations. The
Supreme Court in Rikhab Birani (supra) specifically expressed concern
regarding the increasing tendency of registering FIRs and filing charge-
sheets in disputes which are overwhelmingly civil in nature.

24. The ratio laid down in the case of Paramyjeet Batra (supra), Prof.
R.K. Vijayasarathi (supra) and Naresh Kumar (supra) further fortifies the
conclusion arrived at by this Court. The aforesaid judgments consistently
hold that where the dispute is predominantly civil and the ingredients of
criminal offences are absent from the very reading of the complaint or FIR,
the High Court would be justified in exercising its inherent powers under

Section 482 Cr.P.C. to prevent abuse of process of law. This Court is
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conscious of the limitations governing exercise of jurisdiction under Section

482 Cr.P.C. as emphasized in the case of Neeharika Infrastructure (supra)
and Bhajan Lal (supra) relied upon by the respondents. However, the said
judgments themselves recognize that where the allegations contained in the
FIR do not disclose the commission of cognizable offences or where the
proceedings amount to abuse of process, the High Court would be fully
justified in quashing the criminal proceedings.

25. In the present case, even if the allegations contained in the FIR
are accepted in their entirety, no cognizable offence is made out. The
allegations sought to be projected by respondent No.2 are essentially matters
which can be adjudicated upon by a civil court on the basis of documentary
evidence and contractual interpretation. Criminal law cannot be permitted to
operate as a substitute for civil remedies. This Court also finds that the
petitioner disclose that amounts allegedly invested by the complainant had
already been returned through M/s Anant Investment on different dates.
Whether further amounts remain payable or whether either party has violated
the contractual arrangements are matters which undoubtedly require
adjudication before a competent civil court and cannot furnish the basis for
criminal prosecution in absence of foundational criminal ingredients.

26. In view of the aforesaid discussion, this Court is satisfied that the
present prosecution is a clear attempt to impart criminal colour to a dispute
which is fundamentally civil and contractual in nature. The FIR bearing
Crime No. 536/2024 registered at Police Station Lordganj, District Jabalpur
for offences punishable under Sections 420, 409, 294 and 506(2) IPC
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together with the consequential charge-sheet and all subsequent criminal

proceedings arising therefrom against the petitioner are hereby quashed. Any
amount deposited by the petitioner before the trial Court shall be subject to
final outcome of the Civil Court.

27. Accordingly, the present petition is hereby allowed.

(B. P. SHARMA)
JUDGE

PG
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