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“44. We are of the opinion that the meaning assigned to the exp

principal sum adjudged” should continue to be assigned to “principal sum’
at such other places in Section 34(1) where the expression has been used
qualified by the adjective “such”, that is to say, as “such principal sum”.
Recognition of the method of capitalisation of interest so as to make it a part
of the principal consistently with the contract between the parties oOr
established banking practice does not offend the sense of reason, justice and
equity. As we have noticed, such a system has a long-established practice
and a series of judicial precedents upholding the same. Secondly, the
underlying principle as noticed in several decided cases is that when interest
is debited to the account of the borrower on periodical rests, it is debited
because of it having fallen due on that day. Nothing prevents the borrower
from paying the amount of interest on the date it falls due. If the amount of
interest is paid there will be no occasion for capitalising the amount of
interest and converting it into principal. If the interest is not paid on the date
due, from that date the creditor is deprived of such use of the money which it
would have made if the debtor had paid the amount of interest on the date
due. The creditor needs to be compensated for deprivation. As held
in Pazhaniappa Mudaliar v. Narayana Ayyar [AIR 1943 Mad 157 : (1942) 2
MLJ 753] the fact situation is analogous to one as it the creditor has
advanced money to the borrower equivalent to the amount of interest
debited. We are, therefore, of the opinion that the expression “the principal
sum adjudged” may include the amount of interest, charged on periodical
rests, and capitalised with the principal sum actually advanced, so as to
become an amalgam of principal in such cases where it is permissible or
obligatory for the court to hold so. Where the principal sum (on the date of
suit) has been so adjudged, the same shall be treated as “principal sum” for

the purpose of ‘“such principal sum” — the expression employed later in
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Section 34 CPC. The expression “principal qum” cannot be given different
meanings at different places in the language of same section i.c. Section 34
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