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The Kanda Shinkin Bank (Defendant, Intermediate Appellee, Final Appellant)
Vs.

X
 Toshio Ishijima (Plaintiff, Intermediate Appellant, Final Appellee)
[Summary of Facts]

Credit Union Y granted a loan in the amount of 4.5 million yen (4,500,000 yen) to a third party A (a dummy borrower), who pretended to be a depositor, X, and used X’s registered term deposit with Credit Union Y in the same amount as a security. Subsequently, when the depositor X demanded repayment of the said term deposit, Credit Union Y argued that the term deposit certificate and the seal impression on file were examined before the loan was given, that the loan as well as the setoff were processed in the belief that the dummy borrower A was the depositor X, and that Credit Union Y was discharged from liability by the analogous application of Article 478 of the Civil Code.

The court at first instance regarded this case as a case of a loan granted to an apparent depositor, and allowed the discharge of liability on the part of Credit Union Y through to analogous application of Article 478 of the Civil Code to the circumstances when the loan was given. On the other hand, the lower court allowed X’s demand for repayment, and ruled that this case was not a case of a loan granted to an apparent depositor, that there was no loan to the true depositor X, and that Credit Union Y’s acts at the time of the setoff were not entirely without knowledge or negligence. Credit Union Y then filed a final appeal.

[Summary of Decision]

In a case where a financial institution has given a loan to a third party, A, after acknowledging the third party A to be a depositor, X, with respect to a registered term deposit, it is sufficient if the financial institution exercised the duty of care proper for a financial institution in ascertaining A to be the actual depositor at the time the loan was given, in order for a setoff (treating the loan claim as the automatic claim and the deposit claim as the passive claim), to be valid against X through the analogous application of Article 478 of the Civil Code. Decision reversed and remanded to lower court.
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