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[Summary of Facts]

I.

The dispute in this case was as to whether or not the Plaintiff and Interveners in a representative action by credit cooperative members to pursue the liability of cooperative directors lose their right to conduct the action if, during the pendency of the representative action, the Financial Reconstruction Commission orders the operations and assets of the credit cooperative to be placed under administration by financial administrators.

II.

Credit Cooperative A was a credit cooperative established in accordance with the Act on the Cooperative Association of Small and Medium Enterprises. On 16 December 2000, the Financial Reconstruction Commission ordered A’s operations and assets to be placed under administration by financial administrators in accordance with Article 8(1) of the Act on Urgent Measures for Financial Reconstruction (hereinafter referred to as the “Act on Financial Reconstruction”), and B and C were assigned as financial administrators.

This suit involved damages suffered by Credit Cooperative A as a result of its loans to Company D and D’s affiliated companies. Case 1 in this suit was a representative action brought by X1 (Final Appellant), a member of Credit Cooperative A, in accordance with Article 267 of the Commercial Code (Representative Suits by Shareholders), applied mutatis mutandis pursuant to Article 42 of the Act on the Cooperative Association of Small and Medium Enterprises, on the grounds of breaches of duties of faithfulness on the part of Y1, who had been a director of Credit Cooperative A and the manager of the main office that handled the loans to D at the relevant time, and P, who had been a representative director of Credit Cooperative A at the relevant time. X1 claimed damages on behalf of Credit Cooperative A in the amount of 6,994,713,000 yen against Y1 (Final Appellee) and Y2 (Final Appellee; the selected representative of P’s heirs; as against P’s heirs, in respective amounts proportionate to their inheritances).
In Case 2 in this suit, X2 (Final Appellant) and X3 (Final Appellant), members of Credit Cooperative A, intervened on 20 October 1999 in accordance with Article 268(2) of the Commercial Code, applied mutatis mutandis pursuant to Article 42 of the Act on the Cooperative Association of Small and Medium Enterprises, to make the same claims as X1. 20 October 1999 was during the pendency of trial at first instance of Case 1. 

Furthermore, Credit Cooperative A, represented by financial administrators, also intervened in the suit as a co-party claiming damages of up to 1 billion yen (1,000,000,000 yen) total from YY.

III.

Both the court at first instance and the lower court found Y1 and P in breach of duties of faithfulness, and found a causal relationship between losses in the form of uncollectible loan amounts of 6,822,713,758 yen suffered by Credit Cooperative A, or Credit Cooperative A under Administration, and Y1’s and P’s neglect of their duties as directors. However, both the court at first instance and the lower court ruled that X1, X2 and X3 had lost their right to conduct the action, and that X1’s claim as well as X2’s and X3’s intervention should be dismissed as unlawful, due to the appointment of financial administrators after X1 had filed the suit and X2 and X3 had intervened. On the other hand, the courts allowed the claim of a total of 1 billion yen (1,000,000,000 yen) by Credit Cooperative A under Administration.

XX filed a final appeal.

[Summary of Decision]

When the operations and assets of a credit cooperative are ordered to be placed under the administration of financial administrators, the members of the relevant credit cooperative may file members’ representative actions, and furthermore, do not lose the authority to conduct members’ representative actions that are already pending.
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