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[Summary of Facts]

Non-party S conducted ‘banking transactions’ with Credit Union Y (Defendant, Intermediate Appellee, Final Appellee). Pursuant to the above transactions, Credit Union Y held a claim for a loan on a note and a claim for the repurchase of a discounted note against S, and on the other hand, S held a deposit claim against Credit Union Y. S’s obligee X (Plaintiff, Intermediate Appellant, Final Appellant) attached S’s deposit claim against Credit Union Y pursuant to a notarial deed with respect to the said claim, and acquired the said deposit claim pursuant to an assignment order made on 9 August 1960. X subsequently sought payment of the deposit claim from Credit Union Y, leading to this suit. On 19 August 1960, Credit Union Y offset the claim for a loan on a note and the claim to repurchase a note against S described above (treating them as automatic claims),   against S’s deposit claim against Credit Union Y (which was treated as a passive claim). Consequently, Credit Union Y asserted that the deposit claim had been extinguished retroactively as of 28 July 1960 when the setoff was formally applied, and that X’s demand was unreasonable. In response, X asserted that the setoff was invalid on the basis that Credit Union Y did not issue a note to X when it should have at the time of the setoff. X also asserted that, even if the setoff was not invalid, the notes should have been returned to X after the setoff. Instead, since Credit Union Y returned the notes to S 
 due to bad faith or negligence on the part of Credit Union Y, depriving X 
 of right to expect to be able to acquire the said notes, X made an alternative claim for damages from Credit Union Y. As described above, the disputes in this case consisted of the following two issues: firstly to whom the note should have been issued when the assigned deposit claim, which was treated as a passive claim, was offset by the claim for a loan on a note and the claim for the repurchase of a note, which were treated as automatic claims, and secondly, to whom the notes should have been returned after the setoff.

[Summary of Decision]

When a financial institution offsets a deposit claim, which has been assigned from the depositor to a third person, against a claim for a loan on a note or a claim for the  repurchase of a note against the said depositor, resulting in the retroactive extinguishment of the deposit claim before the assignment, the financial institution should return the note, issued with respect to the loan on a note or the note subject to the repurchase, to the said depositor, and not to the third person who received the assignment of the said deposit claim. The court ruled as described above, denying X’s primary and alternative claims, and affirming the decision of the lower court.

[Keywords]

� The commentary erroneously indicated “X” here. Considering the facts, this has been corrected to “S.”


� The commentary erroneously indicated “Y” here. Considering the facts, this has been corrected to “X.”
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