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Before Sir STiadi Lai, Chief Justice, and Mr. Justice 
Agha Haidar.

A Y A  RAM-TOLA RAM (P l a in t if f ), Appellant
nersus

BHAJAN RAM a n d  o t h e r s  (D e f e n d a n t s ), 

Rjespondents.
Civil Appeal No. 1513 of 1922.

Usurious Loans Act, X  of 1918, section 3—-Jurisdiction
— conditions as to interest— 12 per cent, per ainmim— whe
ther excessive— Coraponndj interest to he 'paid in default— 
whether substantially unfair.

Held, that tlie jin-'isdictioti conferi'ed ]>y tlie Usiirioois 
Loans Act is confined to cases where both the conditions 
mentioned, in section 3 of the Act are satisfied, namely, (1) 
that the interest is escessiye and (2) that the ti'ansactioii was, 
as between the parties thereto, s-nhstantially unfair.

Held further, that it is neither possiMe nor desii'able to 
eiiimiciate a fixed rule as toi what is a reasonaHe rate of in
terest, but a stipulation for the payment of interest at twelve 
per cent, per anmim cannot he called excessive, such as to 
attract the equitable jnriBdiction of the Courts.

Held also, that a contract binding the debtor, in the event 
of his failing” to pay interest at the end of the year, to pay 
compound interest at the same I'ate, is neither umisual nof 
unreasonable.

Balia Mai v. Ahad Shah (1), followed.

First appeal from the decree o f H. F. Forhes, 
Esquire, District Judge, Dera Ghazi Khan, dated the 
11th March 1922, directing the defendants to pay to 
the plaintiff the sum of Rs, 5,314-

H a b  G o p a l  and N a n w a n  Mal, for Appellant.
H C. M e h r a  and D e v i  D a y a l , for Besponclents:

i92e 

N(yv. 16.

(1) 124 P. R. 1918 (P. 0,).



1926 Tli0 judgment of tha Court was delivered by—
Aya R a m -  Sir Shadi L al C. J .— This appeal arises out of

an action brought bjT' the firm of Aya ■Ram-Tola Ram 
B k a j a n  Bam. against the defendants Bhajan R;am and others wiio 

were members of a joint H'indu family. The claim 
was for the recovery of a. certain vsum of money on the 
basis of an account between the parties. The correct
ness of the account has been admitted by the defen
dants, and the dispute is narrowed down to the ques
tion wlietlieF they a,re entitled to any i-elief in respect 
of the stipulation for the payment of interest,

There is ample evidence on the rec’ord, and indeed 
it is conceded, that the defenda.nts promised to pay 
interest on the loan at the rate of twelve -per cent, m r  
annum; but it is urged tlmt the rate of interest was 
excessive and should be reduced. Now, section ol 
the Usurious Loans Act (X of 1918), which has been 
invoked on their behalf, empowers the Cburt to give 
relief to the debtor, if  the case satisfies the following 
two conditions :—

(1) that the interest is excessive; and
(2) that the transaction was, as between the 

parties thereto, substantially unfair.
The principle on which the Statute is based is well 
known. Where a contract of loan is made which ap
pears tot be unconscionable, the Court has the 
power to refuse to enforce it in its entirety, a.nd may 
open the transaction and direct the payment of such 
sum of money as may be fairly due with a reasonable 
rate o f interest. The jurisdiction conferred by the 
Act is, however, confined to the cases in which both 
the conditions mentioned above are fulfilled.

In order to bring their case within the ambit o f 
the Statute, the defendants contend that the stipulated
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rat3 of interest was unusual and should, therefore, be 1926
held to be excessive. It is neither possible nor desir- E a m -

able to enunciate a fixed rule as to what is a reasonable T o la  B am  

rate of interest; but a stipulation for the payment of ĵ hajan* Ram. 
interest at twelve per cent fe r  mimini is ordinarily 
found in transactions of loans, and the rate cannot be 
called excessive, such as to attract the equitable juris- 
diction of the Courts.

It is true that the contract requires the debtors to 
pay interest a,t the end of the year, and that in the 
ev^nt of default they are liable to pay compound inter
est at the same rate. A  covenant of this description 
is. however,, often embodied in transactions of loans 
and cannot be regarded as either unusual or unreason
able. It does no harm to a borrower who fulfils his 
promise hy paying simple interest on the due date, and 
it comes into operation only if  he brea,ks the contract.
It is manifest that if lie could not impeach the pro
priety of the transa,ction at the time when it was enter
ed into, he cannot subsequently improve his position 
by his failure to perform the obligation undertaken 
by him. As observed by Their Lordships of the Privy 
Council in Balia Mai v. Aliad Shah (1), there is 
nothing inherently wrong or oppressive in a lender's 
securing for himself compoimd interest after the bor
rower has for a considerable time neglected to pay the 
debt he owes or the interest accruing due upon it which 
he has contracted to pay. The borrower cannot acquire 
merit simply by breaking his contract. Bankers are, 
in fact, in this country in the habit, in the ordinary 
course of their business, of capitalising the interest 
accruing on overdrawn current accounts every six 
months, as long as a debit balance against the custom 
er remains due.”
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1926 I'ox the aforesaid reasons we are of opinion that
A t a  B am -  the first condition prescribed by section 3 of the Usii- 
T o la  H am  rious Loans Act has not been satisfied, and that the 

B h ajan  R a m . Court had no jurisdiction to interfere with the g o d - 

tract entered into by the parties. We accordingly 
allow the appeal and decree the claim with costs 
throughout.

N. F. E.
A ffea l  accented.
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B e f o r e  S i r  S h a d i  L a i ,  C l i i r f  J u s t i c e ,  a n d  M r .  J 'u s t i e e  

A g h a  H a id a r .

1926 BARKH A N A T H  (D efendant), Appella,n.t

Nov. 17.
S H IV  , R AM ' AND ANOTHER (P laintiffs) Respoiidents.

Civil Appeal So. 2615 of 1922>

I n d i a n  R e g i s t r a t i o n  A c t ,  X V I  o f  1 9 0 8 ^  s e c t i o n  7 7 — l i e -  

f u s a l  to f e g i H e r — v^liat a n io m its  to — u ih e th e r  s u i t  l ie s —- w h e r e  

R e g i s t r a r  r e tu r n e d y  tJie d o c v /in e n t  h o ld .in g  h e  c o ‘idd> n e i t h e r  r e 

g i s t e r  n o r  r e f u s e  to  r e g i s t e r  th e  s a m e .

On presenta-tioii by tlie plaintiff of a sale-deed for regis
tration, tlie executant (a M a h m i t  of a religioiw foiiiidatioii), 
Bliortly after being served witli notice, died; ■whareupon 
tKe Sub-Registrar retiraied tiie document to th.6 plaintiff and 
wrote an order to tlie effect tliat he could neither register IXO'X 
refuse to I'egister the document, ilhere being no repreaeiita^ 
tive of the deceased MaJiant, nor any successor appointed. 
It was pleaded that the plaintrffi’ s suit under seetion 7T of 
the Seg'istratioii Act did not lie, hecaus© the order of the Sub- 
Eegistrar (as confirmed by the Begistrar) did not refuse re
gistration, but postponed it.

Held, that not merely the fonn, but the substance of the 
order, must be considered, and as neither the Sub-Kegistrar 
nor the Registrar had retained the document for further ac
tion to be taken at a futiire date their orders were tanta-


