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[Summary of Facts]
X (Plaintiff, Intermediate Appellant, Final Appellant) held an account with Bank Y (Defendant,
Intermediate Appellee, Final Appellee). From around the end of 1976, X started using a cash
card for banking transactions. The incident in question occurred in 1981, when almost the entire
sum of just over ¥1.95 million that X held on deposit with Bank Y was withdrawn by a person
or persons other than X, via cash dispenser machines (“ATMs”) at the Branch F of Bank Y and
the Branch F of Bank Y’s partner bank, Bank A. When X demanded payment on the deposit,
Bank Y rejected this demand invoking the following exemption clause from its “Card
Regulations”: “The Bank and Participating Banks accept no liability for any loss caused in the
event that money is withdrawn from your account using a card or PIN that has, for example,
been counterfeited, altered or stolen if the teller machine identified the card as yours and
confirmed that the personal identification number (PIN) used to operate the teller machine
matched the number registered with the Bank.” Bank Y also argued that a person who
withdraws a deposit in a card transaction by operating an ATM using an authentic card and the
correct PIN and following the prescribed steps for withdrawal, constitutes a “quasi-holder of the
claim” under Article 478 of the Civil Code. Bank Y asserted that it was exempted pursuant to
that Article, since it had not acted negligently when it paid the deposits in question. The court of
first instance (Tokyo District Court, 31 January 1989; Hanrei Jiho No. 1310: 105) ruled that Y
was exempt due to the exemption clause, giving the following reasons; compared to the
pre-existing system of making withdrawals using passbooks and personal seals, the card-based
system could not be described as lacking in security as a system; the nature of this card-based
system allows risk to be prevented easily through the maintenance by depositors of proper
security for their cards; the possibility that the card used in the withdrawal transactions had been
counterfeit was virtually inconceivable; and the system had been functioning normally. X
brought an intermediate appeal, but this was dismissed by the lower court (Tokyo High Court,
19 July 1989; Hanrei Jiho 1321: 129). The High Court stated reasons including that a double
effort had been made for the protection of depositors (in the form of a card and a PIN), that the
validity of the exemption clause in this case was not affected by questions such as whether the
PIN, which was just the second such protection measure, became known without the holder’s



authority for some reason or another, whether or not there was a possibility that the card could
be read because it had been erased, or whether or not the card was actually read; and that since
depositors have the freedom of contract, if they believe that such a system of card-based
payments is insufficiently secure, they do not have to accept it, and can limit their use to the
seal-based system of payments. Accordingly, if in the end they do sign up to the terms for
card-based payments, they have a responsibility to maintain the security of their card and the
secrecy of their PIN, and if unfortunately their card is stolen and their PIN becomes known
without their authority or is deciphered, they are to accept that the exemption clause will apply.
X brought a final appeal.

[Summary of Decision]
Final appeal dismissed.

“In the event that the authentic ATM card issued by a bank to a depositor is used and the correct
PIN is entered to allow the withdrawal of the depositor’s funds using an AT provided by the
bank, in the absence of special circumstances (for example where the bank provided inadequate
security for customer PINs in its custody), where the bank has adopted an exemption clause that
provides that the bank will not be liable in the event of a withdrawal made from an ATM that
verified the cash card and PIN used, it is reasonable to construe the bank as exempt, even for a
withdrawal made by a person other than the depositor.”


