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[Title]

Defense under Article 30(4) of the Installment Sales Act and Claim for Return of Payments
[Deciding Court]

Tokyo District Court

[Date of Decision]

27 September 1993

[Case No.] 
Case No. 9928 (wa) of 1993
[Case Name]

Claim for Unjust Enrichment

[Source]

Hanrei Jiho No. 1496: 103, Hanrei Taimuzu No. 157: 185

[Summary of Facts] 

On 5 May 1991, X purchased a foreign automobile from third party A for 10.3 million yen.  On 25 July 1991, X signed a 6.5 million yen automobile credit contract (“advance payment contract”) with Agency Y, to be paid in installments. Unexpectedly, three months after signing the contract, there was a problem with the body of the automobile that A had transferred to X. A took back the automobile, repaired it, and transferred it back to X. But according to X, the foreign automobile was sold to a third party and transferred into the third party’s name. What is more, A went bankrupt toward the end of February 1993. X therefore cancelled the sales contract with A due to impossibility of performance. Since X was also able to raise the cancellation of the sales contract vis-à-vis Y under Article 30(4) of the Installment Sales Act, X filed this suit for a declaration of the non-existence of the unpaid debt of more than 5.93 million yen, and to seek the return of the 2.54 million yen X had already paid as unjust enrichment (in 18 installments). The claim was dismissed with prejudice on the merits.

[Summary of Decision]
Under Article 30(4), is designed from the perspective of consumer protection, so that when a consumer receives a demand for installment payments from a credit provider pursuant to an advance payment contract, the consumer may under certain conditions, raise defenses arising against the retailer under the sales contract, which is a contract separate to the advance payment contract and until now could obviously not be asserted  against the creditor (Japanese Supreme Court decision, 20 February 1990). Until the problem with the sales contract is resolved, it is understood that the consumer may temporarily refuse to pay unpaid installments. Once this step is taken, by exercising this right of defense, the claim and debt itself pursuant to the advance payment contract, which is a contract separate to the sales contract, in essence, are extinguished.  In other words, it is difficult to see how the consumer, by actively exercising the defense, could both extinguish the debt on the unpaid installments and seek the return of payments already made.

