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Taro Kono (an alias) (Plaintiff, Intermediate Appellant) vs. The Tokyo Star Bank, Limited (Defendant, Intermediate Appellee) 
[Summary of Facts]

On 23 February 1987, the Intermediate Appellant, Taro Kono (hereinafter, “Kono”) deposited 2 million yen with the Ichihara Credit Union, in a one-year term deposit that would mature on 23 February 1988 (hereinafter, the “Term Deposit”). The Term Deposit contract contained the following special provision for “automatic rollover”; “(1) On the maturity date entered on the face of this document this deposit shall be renewed automatically as a deposit for the same period as the preceding period. The same shall apply also to a renewed deposit. (2) In order to cease renewal, if an application is made to that effect by the maturity date (if the deposit has been renewed, by that maturity date), this deposit shall be paid out on or after the maturity date.” 
The Ichihara Credit Union became the Chiba Shoko Credit Union in a subsequent merger. On 13 August 2002, Kono issued a request to the Chiba Shoko Credit Union to terminate the Term Deposit contract. On 19 August 2002, the Chiba Shoko Credit Union assigned all of its business to The [Tokyo] Star Bank, Limited (the Intermediate Appellee; hereinafter, the “Bank”), so in June 2003 it was the Bank that Kono sued for payment of the Term Deposit. In its defense the Bank asserted that on 23 May 1987 Kono had terminated the Term Deposit, which had been paid out, and it also argued that Kono’s right to claim payment of the Term Deposit had been extinguished by prescription. The court of first instance dismissed Kono’s claim with prejudice on the merits, ruling that with respect to his right to claim for payment under the Term Deposit contract, extinctive prescription had been completed when ten years lapsed from 23 February 1988, the first maturity date.
[Summary of Decision]

“If the Intermediate Appellant did not seek payment of the Term Deposit, it would be renewed and fall due one year from the date of maturity. Since the Intermediate Appellant would be unable to claim payment until the new due date, the extinctive prescription period would never run.”
“From 23 February 1988, the initial maturity date, the due date for the Term Deposit was deferred, by one year at a time. Then on 13 August 2002, the Intermediate Appellant requested the termination of the contract. Given the absence of any evidence that would allow a finding that the Chiba Shoko Credit Union agreed to early termination in response to that request, in this Court’s view it became possible to exercise the claim for payment as of 23 February 2003, which was the first maturity date falling after the said request for termination. It follows that the period for extinctive prescription began to run from the day following that date.” 
This does not “constitute a waiver in advance of the benefit of prescription, because with the Term Deposit never falling due by virtue of the effect of the automatic renewal clause in this case, the period of prescription never started to run.” “Under the automatic renewal clause in this case, any omission by the depositor to request that rollovers cease is to be construed as a clear expression of the depositor’s intention to renew the term deposit for the same length of time. It follows that such an omission can[not] be regarded in the same light as a failure to remove an impediment to the exercise of a claim.”
Concerning the issue of paying out to a depositor twice, it will suffice if financial institutions “adopt measures to protect themselves, for example by making it less easy to re-issue deposit certificates or by restricting the number of times that automatic rollover occurs. It follows that the arguments that the Intermediate Appellant has made are unacceptable because they are tantamount to shifting the burden onto the customer because the Intermediate Appellee failed to take these measures.”
“Given these circumstances, it is not possible to accept any of the Intermediate Appellee’s affirmative defenses on the premise of the facts that constitute the grounds of action for the case. It follows that there is no need to examine the remaining points, and there is merit in the Intermediate Appellant’s claim.” 
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