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Nihon-lease Co., Ltd.　vs.　　Administrator of Nitto Koei Co., Ltd. (in reorganization)
[Summary of Facts]

In 1981 the Appellant, Nihon-lease Co., Ltd. (hereinafter, “Nihon-lease”), entered into a finance lease contract with Nitto Koei Co., Ltd. (not a party to these proceedings; hereinafter, “Nitto Koei”) in respect of office equipment (hereinafter, the “Equipment”). Since the Equipment would be regarded as having no residual value at the end of the leasing term, a so-called “full payout” lease was used, which was calculated so that over the course of the contract Nihon-lease would be able to recover in full the acquisition cost of the Equipment and other invested capital.

In 1983 Nitto Koei filed for corporate reorganization, and the Appellee (hereinafter, the “Administrator”) was appointed as reorganization administrator. Since Nihon-lease had not received lease payments from Nitto Koei since October that year, it declared an intention to cancel the lease contract and brought legal proceedings seeking payment of the outstanding lease payments together with penalty interest, as well as the return of the leased equipment. Whilst the originating court allowed the claim for the return of the Equipment, since the outstanding lease payments were not a ‘claim for common benefits,’ on the grounds that the claim for these payments had no basis in law given that it had not been made as part of Nitto Koei’s reorganization proceedings, the originating court dismissed that part of the suit seeking payment of the lease payments on procedural grounds. Nihon-lease brought this jokoku appeal.
[Summary of Decision]

“In a finance lease contract that uses a … ‘full payout’ method, in the event that a decision is taken to initiate reorganization proceedings for the user that took delivery of the leased equipment, the full amount of a claim to any outstanding lease payments becomes a reorganization claim, and it is reasonable to construe that the leasing business may not claim these payments outside of the reorganization proceedings. The reason for that is as follows.

Under a finance lease contract that employs this method, the lease payments have been calculated so that the leasing company may recover in full the leased equipment’s acquisition cost and other invested capital, since the leased equipment will be regarded as having no residual value at the end of the leasing term. Since at its essence this arrangement provides a financial convenience to the user, even if that lease contract provides that the lease payment debt accrues in full at the time the contract comes into effect and even if the lease payments take the form of payment of a set amount each month, that does no more than provide a benefit of term to the user, and the payment of a lease payment in any month does not equate to consideration for the use of the leased equipment during that month. It follows that at the time of a decision to file for reorganization any claim for (the full amount of) outstanding lease payments, including those not yet due, constitutes a ‘claim on property accrued based on the causes existent prior to the commencement of reorganization proceedings’ as stipulated in Article 102 of the Corporate Reorganization Act. Turning next to the question of the application of Article 103(1) of the Act, that Article concerns the event where the parties to a bilateral contract have not yet both completed their performance of their interrelated debts. Since it should be said of a ‘full payout’ finance lease contract that the leasing business that delivered the lease equipment does not owe to the user an outstanding debt that is related to the user’s debt to pay the lease payments, Article 103(1) does not apply. In the final analysis, a claim to outstanding lease payments cannot be described as a claim for common benefits as stipulated in Item (vii) of Article 208 of the Act, and nor are there any other grounds to warrant classifying this claim as such.

4　That being the case, on the facts described above, the Appellant may not demand the Appellee’s performance of the claim to outstanding lease payments under the lease contract outside of the reorganization proceedings. In addition, following the decision to commence reorganization proceedings, the Appellant may neither demand payment of the outstanding lease payments nor cancel the lease contract. We concur with the judgment of the originating court which ruled to the same effect. This Court cannot accept the Appellant’s arguments.”
