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[Summary of Facts]
Y (Defendant, Intermediate Appellant, Final Appellee) was a lender registered under Article 3 of the Act on Controls on Money-Lending (hereinafter referred to as the “Lending Act”). Y loaned money to X (Plaintiff, Intermediate Appellee, Final Appellant) on 14 occasions under agreements for the repayment of both interest and principal in equal installments at annual interest rates of 40.004% for the 1st through 5th loans, 39.785% for the 6th through 9th loans, and 28.981% for the 10th through 14th loans. These rates were all in excess of the maximum allowable interest rate under Article 1(1) of the Interest Rate Restriction Act. At the time of each loan, Y issued to X a loan document entitled “Copy of Document Pursuant to Article 16(3) of the Ordinance” which was a copy of the written acknowledgement of the debt. Each contract document contained an entry noting the fixed amount of principal and interest, as well as a statement that read, “In accordance with the list in the attached table of payments” under a column named “Payment Amounts for each Installment.” There were also provisions that stated that any excess or deficiency in payments would be settled at the time of the final payment. The amount of the final payment listed in the payment table, which Y asserted Y had issued, and which Y submitted as evidence, was different from the fixed amount listed as the amount for the payments of principal and interest. Y issued X payment tables at the times when the contracts for the 12th through 14th loans were entered into. X paid the monies listed in the column headed “Payment Amount” to Y on the each of the dates listed in the column named “Date”, as listed on a separate statement prepared by the lower court, as payments on each of the loan debts. Among the respective payments made, there were cases where the details stated in the documents entitled “Receipt and Confirmation of Balance,” that Y issued to X did not satisfy the requirements  prescribed in Article 18(1) of the Lending Act. Y, however, considered that those documents did satisfy the above requirements, and that Article 43(1) of the Lending Act was applicable.

X asserted that if the portions of the loan payments that were paid as interest in excess of the maximum allowable interest prescribed in Article 1(1) of the Interest Rate Restriction Act were appropriated toward the principal, then the excess payments shown on Attachment 1 to the decision of the court at first instance had arisen, and also that Y had known that the receipt of the above excess payments lacked any legal foundation. Accordingly, X filed suit against Y pursuant to a claim for the return of unjust enrichment, claiming the excess payments from Y and interest for the period from the time the excess payments arose until payment in full, as prescribed in the first sentence of Article 704 of the Civil Code. 

The lower court (Tokyo High Court decision, 27 July 2005, Kinyu Shoji Hanrei No. 1272: 24) ruled that the breakdown of the principal and interest were not known for the loans where there were no payment tables, but that the amounts involved were clear, that the documentation for all the loans satisfied the requirements for ‘Article 17 documents’, that the documentation for the 1st through 11th loans satisfied the requirements for ‘Article 18 documents’ as well, and that it was established that the loans were deemed  to be legal as the debtor made voluntary repayments at high interest. With respect to the criteria for knowledge, the lower court concurred with the decision by the court at first instance, interpreting the criteria as there being an awareness of an obligation to repay (Tokyo District Court decision, 5 August 2004, Kinyu Shoji Hanrei No. 1272: 27).

[Summary of Decision]

Partially reversed and remanded to lower court, final appeal partially dismissed.

The Supreme Court ruled that the lower court's decision involved violations of laws that clearly affected the conclusion of the decision. Specifically, the Supreme Court found that the lower court erred both in finding that the requirements for documentation under Article 17 of the Lending Act were satisfied, and in misunderstanding the meaning of "knowledge" under Article 704 of the Civil Code. 
“The purport of Article 17(1) of the Lending Act in prescribing an obligation for lenders to issue ‘Article 17 documents’ at the time loan contracts are entered into is, by requiring the documentation of the details of the agreements pertaining to the loans, to ensure proper management of the lender’s business, and also to prevent disputes arising between the parties to a loan later in connection with the details of the agreement pertaining to the loan. Therefore, when the details of the statements in the documents issued for the purpose of recording the items prescribed in Article 17(1) of the Lending Act are inaccurate or unclear, we ought to conclude that the requirements for Article 43(1) of the Lending Act to apply are not satisfied (Third Petty Bench of the Supreme Court decision, 24 January 2006, Case No. 1653 (Ju) of 2003, Minshu Vol. 60 No. 1: 319).

In applying the above to the case before us, although “Article 17 documents’ must state the ‘payment amounts’ for each installment (Article 17(1)(ix) of the Lending Act (Item (xiii) of the same paragraph prior to amendment by Act No. 112 of 2000), Article 13(1)(i)(h) of Ordinance for Enforcement), according to the above facts, the contract documents stated, ‘In accordance with the list in the attached table of payments’ in the column headed ‘Payment Amounts,’ and the payment table was intended to form one document together with the contract documents, and to clarify the payment amount. Even if the amount of principal and interest to be paid in each installment was listed in the column named ‘Payment Amounts for each Installment,’ the final payment amount often does not match that amount, and was actually different in this case, so that it cannot be said that the payment amount for each installment was stated accurately in the list.”
“In cash consumer loans, in contracts for interest in excess of maximum allowable interest prescribed in Article 1(1) of the Interest Rate Restriction Act (hereinafter referred to simply as the ‘Allowable Interest’), the excess portion is invalid, and this principle also applies to lenders. However lenders are allowed to receive the excess portion as valid payment for interest obligations, in limited circumstances where Article 43(1) of the Lending Act is applicable. Given this legislative purport, lenders should be well aware that, where Article 43(1) does not apply, the excess portion should be appropriated toward the balance of the principal of the loan, if any, and the excess payments made after the balance has been paid off should be returned to the borrower as unjust enrichment. It follows that, if a lender has received excess interest as payment for interest obligations, and Article 43(1) of the Lending Act is not applicable to that receipt, the lender should be presumed to be a person who acquired excess payments knowing there were no legal grounds for doing so, that is, a ‘beneficiary with knowledge’ prescribed in Article 704 of the Civil Code, in the absence of unavoidable special circumstances in relation to the lender’s state of knowledge regarding the application of the same paragraph.
Turning to the case before us, according to the above facts, Y, the lender, granted the loans to X at agreed interest rates, which were in excess of the allowable interest, and received the payment monies for each of the payments, including portions that constituted excess interest. Since we do not find that Article 43(1) of the Lending Act applies, at least with respect to some of the loans, in the absence of the special circumstances described above, the correct conclusion is that Y is presumed to have been a beneficiary with knowledge with respect to the  receipt of  the excess payments.”
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