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[Summary of Facts]
In 1962 X (Plaintiff, Intermediate Appellee, Final Appellee) purchased from Y (Defendant,
Intermediate Appellant, Final Appellant) more than 62 tsubo (205 square meters) of residential
land at a price of ¥6,279,000, and on the same day paid a deposit of ¥1,200,000 to Y. However
on 15 July 1962, as the result of X’s investigations, it became clear that according to a public
notice from the Ministry of Construction dated 2 March 1950, approximately 80% of the land in
question fell within an area designated to become a 15 meter wide roadway as part of a Tokyo
city planning project, and even if the construction of a building occurred on that land, sooner or
later when the zoning was enforced, the building would have to be demolished, and X would
not be able to achieve the objective of the contract of sale, which was to have a permanent
residence. X accordingly rescinded the contract and sought the return of the deposit. In the
decision at first instance, the Court upheld X’s claim and found that X had the right to rescind
the contract under Civil Code Articles 570 and 566 since, for the reasons stated above, X was
unable to realize the goal of the contract and had not known of this state of affairs at the
beginning of the contract. The decision at second instance held that not only was X unaware of
the planning project, but that X could not have been expected to know, and upheld the judgment
at first instance. Y claimed, as grounds for a final appeal, that the utility value and sale value of
the land were not reduced due to being a street extension route, and it could not be found that
the contract contained a defect with respect to the purpose of such land, because (i) the public
notice of the street extension route was notice of an expected extension, but not notice of a
definite road route, and such things are often changed afterwards, and (ii) most building
construction was permitted on street extension routes, and (iii) when the road became reality,
there would be appropriate compensation. Y further asserted that the public notice of the road
extension route is universal notice given to residents in general, and the existence of the notice
should be treated as a fact existing at the time of entering into the contract, and that it is
unacceptable to seek to have the negligence of the buyer in not being aware of the notice used
as a reason for claiming rescission of the contract based on defect.



[Holding]
Final appeal dismissed
“The land in this case fell within an area designated to be a roadway as part of a Tokyo city
planning project, and even if a building was constructed on that land, it is a fact that sooner or
later the enforcement of the planning project would mean that all or part of such building will
have to be demolished, and thus because the objective of the contract cannot be achieved, the
judgment at prior instance is justified on the basis that there is a defect in the land and the
argued unlawfulness does not exist.

Further, even if public notice was given regarding a roadway planning project as part of a city
planning project, in light of the facts recognized by the lower court that it was given as a formal
notice, and over a decade before the sale was established, it cannot be said that the Appellee, X,
was negligent in not knowing that the major part of the land was within the publicly notified
boundary of the road planning project, and accordingly, the defect in the land in this case was a
concealed defect falling within the terms of Article 570 of the Civil Code and the judgment in
the decision of the lower court was justified.”


