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Minshu Vol. 27 No. 10: 1491 
[Summary of Facts]

X and three others (“XX” Plaintiffs, Intermediate Appellees, Final Appellants) had accounts receivable claims against non-party A, in respect of food packaging containers. Specifically as of 22 April 1970, X1 was owed \890,000, X2 \1,410,000, X4 \4,100,000 and X4 \1,230,000. Including claims other than these, A owed debts totaling around \10,000,000. At the time A’s only assets comprised accounts receivable owed by its business partners totaling \1,075,010 and some inventory stocks worth around \500,000. Real estate that A owned with a market value of \6,200,000 had been provided as security to others.
Around this time A assigned to Y its only asset (namely, the claims described above) as substitute performance of Y’s claims against A. From around that time until around July of that year, Y received a total of \529,160 of these assigned claims.
XX sought rescission of this assignment of claims by A to Y, as a fraudulent act committed for the purpose of causing harm to the interests of XX, A’s creditors. As damages in lieu of restitution, XX also sought payment by Y of a sum corresponding to the value of XX’s claims, in respect of the profit of \529,160 that Y made on the assigned claims.
XX were successful at first instance. 
On intermediate appeal, the Court held that since the value of the claims assigned as substitute performance was almost exactly equal to the value of Y’s claims, the assignment of claims could not be described as a fraudulent act. The court therefore dismissed XX’s claim.
XX brought a final appeal, asserting that even where the value of assigned claims is less than the value of extinguished claims, provided that the assignment is committed with fraudulent intent it will still constitute a fraudulent act and may therefore be rescinded.

[Summary of Decision]

Decision of lower court reversed and remanded.
“Where an insolvent obligor, in collusion with a particular creditor and knowing that the interests of other creditors will be harmed, assigns its own claims against a third party in lieu of performing its debts, with the intention of allowing the preferential satisfaction of the claims of that particular creditor alone, it is appropriate to view that assignment as subject to rescission as a fraudulent act, even if the value of the assigned claims does not exceed the value of the debts to that creditor (…). It follows that the lower court misconstrued Article 424 of the Civil Code when it failed to indicate any determination whatsoever concerning the question of fraudulent intent on the part of the debtor before going on to deny that the assignment constituted a fraudulent act and thereby to reject XX’s claims. The decision of the lower court is therefore unlawful on the grounds of deficient examination or inadequate reasons.”
