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Fact Sheet

Assembly Bill 2473 (Simitian) 

Consumer Protection:

Gift Certificates and Bankruptcy

Summary: 


AB 2473 protects consumers by requiring businesses that have declared bankruptcy to honor gift certificates issued prior to the date of the bankruptcy filing. In the absence of such a law, an individual company may or may not choose to honor the gift certificate.

What the bill does: 

The goal of AB 2473 is to protect consumers during a bankruptcy proceeding. 

AB 2473 requires businesses that declare bankruptcy to continue to honor any gift certificates they issued prior to the bankruptcy filing date. Currently, during a bankruptcy, individual companies may choose not to honor a gift certificate.

Bankruptcies are handled in federal court, and there is no requirement that the federal judge follow state law. However, a federal judge may, and often does, follow state law where it exists.  AB 2473 would provide that as a matter of California law gift certificates issued prior to a bankruptcy must be honored. It thereby provides federal courts with the opportunity to apply California law. 

Because a gift certificate represents a value held in trust by the issuer on behalf of the recipient, it should not be considered an “asset” for the purpose of sorting out a bankruptcy. And as the value represented by the gift certificate is the property of the recipient, not the issuer, the gift certificate should continue to be honored while a company restructures itself in an effort to return to profitability.
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