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New Gift Card Statutes

Four states have recently enacted laws that create or re-
vise statutes regulating gift cards.

Minnesota enacted Senate File Number 69 which creates
a new gift certificate law; it takes effect August 1, 2007,
and applies to gift certificates issued or sold on or after that
date. The law prohibits expiration dates and service fees
including dormancy fees, but it does not apply to gift certifi-
cates and gift cards that are (1) issued as part of a loyalty,
promotional, award, incentive, rebate or other similar
purpose without any money or other tangible thing of value
being given in exchange; (2) issued by a financial institu-
tion, or a subsidiary or affiliate, and that can be used at
multiple sellers of goods or services as long as the issuer
discloses any expiration date and fee associated with the
card; (3) prepaid calling cards; (4) sold below face value or
at a volume discount to employers or to nonprofit groups
for fundraising purposes; and (5) issued by an employer to
an employee for services performed by the employee.

Montana enacted House Bill 755 which revises existing
gift certificate law and state unclaimed property law. The
law was signed by the governor on April 28 and applies
retroactively to gift certificates issued or sold after Septem-
ber 30, 2005. The bill adds the term “stored value card”

to the definition of gift certificate and it adds the following
language to the state’s unclaimed property law with regard
to when a gift certificate is presumed abandoned: “A gift
certificate is not presumed abandoned if the gift certificate
was sold by a person who in the past fiscal year sold no
more than $200,000 in gift certificates, which amount must
be adjusted by November of each year by the inflation
factor defined in [Montana Code] 15-30-101. The amount
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considered abandoned for a person who sells more than
the amount that triggers presumption of abandonment is
the value of gift certificates greater than that trigger.”

Nevada enacted Assembly Bill 279 which revises existing
gift certificate law and state unclaimed property law; it ap-
plies to gift certificates issued on or after October 1, 2007.
The state’s existing gift certificate law allows service fees;
the bill amends this by allowing dormancy fees only after
three continuous years of nonuse. The bill revises the un-
claimed property law by indicating that sixty percent of the
unredeemed or uncharged value remaining on a gift certifi-
cate that has an expiration date is presumed abandoned
and subject to escheat. In addition, the bill adds language
stating that if the seller or issuer of a gift certificate does
not obtain and maintain in its records the name and ad-
dress of the owner of the gift certificate, then the address of
the owner of the gift certificate will be the state Treasurer’s
address. The bill also instructs the state to create a sepa-
rate fund for abandoned gift certificates that can be spent
only on education.

New Mexico enacted House Bill 127 which creates a new
gift certificate law and amends state unclaimed property
law; it takes effect July 1, 2007. The bill prohibits expira-
tion dates less than 60 months after the date of issue. If a
gift certificate does not have an expiration date conspicu-
ously disclosed on it, it is presumed to have no expiration
date and will be valid until redeemed or replaced. The bill
prohibits an issuer from charging a fee of any kind, includ-
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ing redemption or replacement fees, other than an initial
charge that cannot exceed the face value of the card, and
the bill prohibits fees that reduce the value of the card
including service and dormancy fees. These restrictions
do not apply to the following: (1) gift certificates, store gift
cards or general use prepaid cards given to a consumer
for promotional, award, incentive, rebate or other similar
purposes without any money or thing of value being given
in exchange; (2) gift certificates, store gift cards or general
use prepaid cards that are sold below face value or at a
volume discount to employers or nonprofit organizations
for fundraising purposes; (3) telephone cards; and (4) gift
certificates issued by financial institutions and their sub-
sidiaries and affiliates, credit unions and licensed money
transmitters. The bill amends the unclaimed property law
by stating that gift certificates will be presumed abandoned
after 5 years (previously, gift certificates were presumed
abandoned after 3 years).

Twenty-six states now prohibit or limit expiration dates
and/or fees. In addition, several states’ unclaimed prop-
erty laws contain provisions that have an impact on how
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much - and in what circumstances - the balance on a gift
certificate can be reduced by fees to reduce the reportable
amount to the state.

For more information on the content of this alert, please contact
a member of Loeb & Loeb’s Advertising and Promotions Group.

If you received this alert from someone else and would like to
be added to the distribution list, please send an email to
alerts@loeb.com and we will be happy to include you in the
distribution of future reports.

This alert is a publication of Loeb & Loeb and is intended to provide

information on recent legal developments. This alert does not create
or continue an attorney client relationship nor should it be construed
as legal advice or an opinion on specific situations.
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