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[Summary of Facts]

On 31 March 1997, in order to secure all claims against B, X (Plaintiff, Appellant, Appellant in Final Appeal) entered into a security interest contract with A over accounts receivable claims and consignment sale commission claims acquired pursuant to an ongoing contract relating to goods between A and C. On 4 June 1997, A gave C notice of the above security interest (hereinafter "the Notice") by means of an instrument bearing a fixed date, and the Notice reached C on the next day, 5 June 1997. 

The Notice contained the following statement, “A has established a security interest over the claims it possesses against C in favor of X, and hereby gives notice pursuant to Article 467 of the Civil Code.  Where C receives a notice of enforcement of the security interest from X (in writing or orally) please perform this claim in X’s favor.” Later, grounds prescribed under the security interest for the enforcement of the security arose, and on 31 March 1998 X gave C written notice of the enforcement of the security interest. Meanwhile, Y1 (the State, Defendant, Appellee, Appellee in the Final Appeal) sent C notices of attachment dated 3 April 1998 and 6 April 1998, attaching A's accounts receivable claims and consignment sale commission claims (hereinafter "the Claims") against C for the period 11 March 1998 to 30 March 1998, for A’s unpaid national taxes. Subsequently, on 26 May 1998, C deposited the monies relating to the Claims with a deposit office of The Ministry of Justice on the basis that C could not ascertain which, of A or X, was the obligee. A then declared bankruptcy on 25 June 1998 and Y2 (Defendant, Appellee, Appellee in Final Appeal) was appointed as the trustee in bankruptcy. X asserted its security interest over the Claims, and brought this suit against Y1 and Y2 for a declaratory judgment that it was entitled to a refund of the deposit monies. 
In the first instance, the Court ruled that since under the security interest, A had the right to receive performance until X gave notice to C of the enforcement of the security, A’s claim against C assigned to X at the time when the notice of enforcement was given. Since the Notice had been given before the claim was assigned, it was invalid as a requirement for assertion against third Parties under Article 467(2) of the Civil Code and X’s claim was dismissed. X appealed. At second instance, the Court declined to specify the timing of the assignment of the claim from A to X. However if the time of assignment of the claim from A to X is taken to be the enforcement of the security interest, the Court’s reasoning was almost the same as at first instance, and furthermore, if the time of assignment is taken to be the time of the establishment of the security interest contract, then since the Notice states that until the enforcement of the security interest it is sufficient for C to give performance to A, it could not be found that the Notice acts as notification that the claim has been assigned to X. The obligor, C, could not be expected to know that a change of ownership of the claim has occurred based on the Notice.  It followed that it could not be found that the Notice was valid as the required notice against third parties and X’s appeal was dismissed. X filed a final appeal, claiming that the statement in the Notice to the effect that the right to receive performance belonged to A until the enforcement of the security interest was no more than a notification to the obligor, C, of the agreement of the parties to the security interest, and did not have the meaning of negating the fact of the assignment of the claim.

[Summary of Decision]

Lower court’s decision reversed, decision at first instance rescinded.
“(1) A, as security for a monetary debt owed to B, assigned to B a package of existing and future claims A held against C, arising as a result of certain transactions over a specified time period. Until B gave notice to C of the collection on the security as enforcement of the security interest, B authorized A to collect on the assigned claims, and does not require A to deliver to B the money collected. The contract between A and B assigning the claims, can be understood as one contract despite being a contract aimed at assigning security over aggregated claims. In this situation, the claims already arising or expected to arise in the future were definitely assigned from A to B, however, it should be understood that there was a supplementary agreement between A and B in relation to some of the claims belonging to B, for which the authority to collect was granted to A and the collected monies were not required to be delivered to B. It follows that it was possible in relation to the above assigned claims to fulfill the requirement of asserting a claim against third parties according to the method required for assertion of assignment of nominative claims against third parties (Article 467(2) of the Civil Code). When this took place, even the request for C’s cooperation with regard to the exercise of the collection authority granted to A did not hinder the valid fulfillment of the requirement for asserting an assignment of a claim against third parties. 

(2) In the Notice there is a statement to the effect of “…where C receives a notice of enforcement of the security interest from X (in writing or orally) please perform this claim in X’s favor,” however as X granted A the authority to collect the claims that belonged to X, the statement should be understood as having the implied meaning of asking C to pay A until separate notice was given, and the presence of this statement means we cannot find that the Notice constituted notification to the effect that the claim had been assigned to X.
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