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Judge: States can't regulate gift cards issued by banks

Associated Press
Augusl 2 2006

CONCORD, N.H. -- State consumer protection laws don't apply lo bank-issued gift cards sold by a shopping
mall management company, a federal judge ruled Tuesday.

Indianapolis-based Simon Property Group Inc., sued New Hampshire, arguing that that its Simon Visa
Gificard is not subject 1o stale law because il is issved by a bank and therefore falls under federal banking
laws goveming interstate commerce.

Atlorney General Kelly Ayolte claimed that Simon violales a state law by deducting $2.50 a month from gift
cards thal had an unused balance after six months, and charging a $7.50 fee 10 reaclivate an expired card.

Last year, the company settled a case in New York by agreeing to change some of its policies, but the new
policies still conflicted with New Hampshire law, which prohibits expiration dates on gifl certificales as well as
well as service charges, dormancy fees or other administrative charges that reduce the value of the
certificate.

"Overseeing the terms and conditions of the Simon Giftcard, as well as those of the contractual agreement
between purchasers of the giftcard and the issuing bank, are matiers for federal requlators,” U.S. District
Judge Steven McAuliffe wrote. “If there are to be any restrictions on fees associated wilh the giftcards, or
limitations imposed on expiration dates, they must come either from Congress or lhe lederal agencies
empowered by Congress to oversee national banks and federal savings associations.”

Simon said the gificards are sold in 35 stales at 159 malls and can be used al any location worldwide where
Visa debil cards are accepted, including locations nol affiliated with Simon's malls.

SPGGC, Inc., a division of Simon Property Group, manages the Rockingham Park Mall in Salem, Pheasant
Lane Mall in Nashua and Mall of New Hampshire in Manchester. Afler the stale accused it of violating the
MNew Hampshire Consumer Protection Act, the company went to federal court in 2004 asking a judge to
declare that the state law doesn’t apply.

Simon Property Group is the nation's largest shopping mall chain, with properties in 40 stales. It faces similar
legal challenges in Massachusetls and Connecticul.

Among the properties Simon owns is the Crystal Mall in Waterford, Conn. Connecticut Attorney General

Richard Blumenthal and slale Treasurer Denise Nappier sued Simon in November 2004, making the same
claims as New Hampshire officials did.
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