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On Interest Debt

Cui Jianyuan

Abstract : Interest debt is subordinate to capital debt, but it has a certain independence.The generation of interest is not based on
the debtor’s breach of contract. While default interest and overdue interest are different, they do not belong to the scope of interest, but
belong to the scope of liability for breach of contract. Interest debt can be generated by legal acts such as loan contracts, or by legal
provisions. After the loan contract is invalid, there will be fund occupation fee on several occasions, which is essentially interest. Chi-
nese law does not directly prohibit compound interest, but it expressly prohibits usury. The accumulation of compound interest leads to
the invalidity of usury. In practice, usury is usually divided into several parts. One part is called interest rate, which does not exceed
the legal upper limit of interest rate. The other part is agreed as " consulting fee" in the name of " consulting agreement" , which is actu-
ally a part of interest. In this case, the " Consultant Agreement" should be recognized as a false expression of intention, and the hidden
legal acts should be excavated to determine their effectiveness according to the specific situation. Normal interest, compensation for
breach contracts damages, and liquidated damages belong to different fields and do not have the nature of mutual exclusion, so they can
be punished together. However, overdue interest and penalty interest are actually liquidated damages, which belong to compensatory
liquidated damages and shall not be punished together with liquidated damages. If it is punitive liquidated damages, it can be punished
together with liquidated damages.

Key words :interest; interest debt; interest rate; compound interest; usury
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