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[Summary of Facts]
Y, a lender (Defendant, Intermediate Appellant, Incidental Appellee, Final Appellant) engaged in repeated transactions involving granting loans to A and receiving payments from A during the period from around 1986 until 5 April 2004. There was a special agreement with regard to loans between A and Y made after 25 October 1993 (the “Loans”) prescribing that the principal, and the interest to be paid at an interest rate in excess of maximum allowable interest rate under Article 1(1) of the Interest Rate Restriction Act would be repaid in monthly installments of equal amounts over a specified number of payments (Principal and Interest Equal Installment Payment Method). All of the Loans, except a loan granted on 17 July 2003, constituted refinancing. Before the due date under the agreement of an existing loan, X and Y agreed to make a new loan, the amount of which was the sum of (i) the balance of the existing loan and (ii) the amount of an additional loan. Under this scheme, Y deduced the balance of the existing loan from the amount of the new loan, and granted the remaining amount (the additional loan) to A. Thus, the existing loan was regarded to have been paid off. In this suit, X (Plaintiff, Intermediate Appellee, Incidental Appellant, Final Appellee), A’s trustee in bankruptcy, claimed on Y, on the grounds of return of unjust enrichment, the balance of payments made by A pursuant to the loan agreement with Y prior to the declaration of bankruptcy of A, the balance being the amount remaining after the interest in excess of the maximum allowable interest had been appropriated toward the principal. The lower court (Tokyo High court decision, 30 May 2006, Kinyu Shoji Hanrei No. 1273: 17) treated the Loans as “a single continuous loan transaction,” and ruled that the interest payments in excess of the maximum allowable interest were appropriated as a matter of course toward the principal of loans that arose after the interest payments. Y filed a final appeal. The Supreme Court, however, affirmed the decision by the lower court with respect to the points described above.
[Summary of Decision]

Final appeal dismissed.

“The Loans, except the loan granted on 17 July 2003, were repeated continuously in the same way for many years as the refinancing of existing loans and the grant of additional loans. In addition, the loan on 17 July 2003 was granted soon after the payment of a previous loan, with the manner and terms identical to those of the loans granted around the same time. It was therefore legitimate that  the lower court found that the Loans were a single continuous loan transaction.

Moreover, in a single continuous loan transaction such as the Loans, the parties usually expect at the time when a loan is made, that the next loan will be made in order to perform refinancing and grant an additional loan. Also, the creation of multiple rights relationships is not normally desired. It is therefore reasonable to understand that there was an agreement to appropriate excess payments, which resulted after appropriating interest in excess of the maximum allowable interest toward the principal, toward obligations under new loans arising subsequently.”
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