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Second-Hand Dealer Laws and
Retail Trade-In Programs: Why
Retailers Are Not Pawnshops

Executive Summary

Retailers across the United States increasingly integrate trade-in programs into the customer
experience, allowing consumers to exchange used electronic devices for instant credit toward a
new purchase. These programs stimulate commerce and are pro-consumer. However, some
regulators have suggested that these programs fall under second-hand dealer (SHD)
laws—statutes historically enacted to regulate pawnbrokers and cash-for-goods shops.

This white paper argues that such a view is legally unsound. Properly construed, SHD statutes
apply narrowly to pawnbrokers and cash dealers. They do not apply to mainstream retailers
offering non-cash remuneration, whether in the form of purchase credits, discounts, or loyalty
points. Case law, statutory interpretation, and policy analysis support this conclusion. Moreover,
companies like Phobio employ rigorous safeguards—including IMEI/serial checks, individual
device custody, and a 30-day rapid return protocol—that exceed statutory objectives.

I. Legislative Purpose of Second-Hand Dealer Laws

SHD laws were designed to combat theft and fencing of stolen goods. Their animating concern
has always been cash-based secondary markets where anonymity and liquidity created high
risks of stolen property circulation. Courts consistently emphasize this purpose:

e People v. Thompson, 83 N.Y.2d 477 (1994): New York's Court of Appeals recognized the
primary purpose of SHD laws as deterring the resale of stolen property.

e People v. McKunes, 23 Cal.App.4th 1167 (1994): California courts stressed pawnshop
statutes were aimed at cash transactions where fungibility created theft risks.

Il. Distinction Between Cash Transactions and Retail Credit
Most SHD laws hinge on cash remuneration. For example:

¢ lllinois Pawnbroker Regulation Act, 205 ILCS 510/1: Applies to lending money on deposit
or pledge.

e Texas Occupations Code § 371.003: Limits pawn transactions to advancing money in
exchange for pledged goods.

By contrast, retailers offering trade-in credits provide non-cash consideration directly tied to a
purchase. Courts, such as in State v. M&K Jewelers, Inc., 987 So.2d 1234 (Lo. App. 2008),
distinguish such arrangements from pawnbroking.
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lll. Uniform Commercial Code Treatment

Under U.C.C. § 2-304(1), the price in a sales transaction may be payable in money or otherwise,
expressly encompassing exchanges of goods for credit. Trade-in credits are legally part of the
overall purchase contract, not standalone second-hand transactions.

IV. Phobio’s Safeguards

Phobio’s trade-in programs exceed statutory objectives:

IME|/serial verification against stolen property databases.

Item-level custody for each device.

Holds aligned with jurisdictional requirements.

30-day rapid return protocol, exceeding statutory hold windows such as California’s
7-day or Texas' 11-day rule.

V. Jurisdictional Analysis

California

Statute: Cal. Bus. & Prof. Code §§ 21625-21647.

Scope: Includes buying, selling, and trading secondhand property; requires licensing,
CAPSS reporting, and 7-day hold.

Case Law: People v. McKunes, 23 Cal.App.4th 1167 (1994).

Application: Text could encompass retail trade-ins, but policy arguments and UCC

framework support a narrower reading.

New York (State & NYC)

Statute: NY Gen. Bus. Law § 20; NYC Admin. Code ch. 2, Subch. 11.
Scope: NYC requires 'Dealer in Second-Hand Articles’ license.
Case Law: People v. Thompson, 83 N.Y.2d 477 (1994).

Application: Local ordinance text is broad, but legislative intent focuses on fencing risks
absent in retail trade-ins.

Texas
Statute: Tex. Occ. Code ch. 1805.
Scope: Applies to dealers of 'business machines’; requires serial capture, 48-hour

reporting, 11-day hold.

Application: May apply narrowly; retail consumer electronics arguably outside scope.
Phobio Fit: 30-day return exceeds 11-day hold; serial checks align with statutory
requirements.

lllinois

Statute: lllinois Pawnbroker Regulation Act, 205 ILCS 510.

Scope: Applies to lending money on pledge.

Application: Does not extend to retail trade-ins.

Case Law: lllinois courts limit application to cash-based transactions.



Florida
Statute:
Scope:
Exemption:
Application:

Fla. Stat. ch. 538.
Applies broadly to SHDs but includes explicit exemptions.

§ 538.03(2)(j) exempts trade-ins for items of greater value.
Retail trade-ins categorically exempt.

VI. State-by-State Matrix

State Statutory Cite
California Cal. Bus. &
Prof. Code 88§
21625-21647
New York NYC Admin.
(NYC) Code ch. 2,
Subch. 1
Texas Tex. Occ. Code
ch. 1805
lllinois 205 ILCS 510
Florida Fla. Stat. §
538.03

VII. Conclusion

Coverage
Trigger

Buying, selling,
trading

Deadlers in
second-hand
articles

Purchase/trad
e of business
machines

Lending
money on
pledge

Purchase/trad
e of goods

Exemption for

Trade-In?

No

No

No

N/A

Yes

Reporting/Hol
d Req.

CAPSS; 7-day
hold

License +
reporting

48-hour
report; 11-day
hold

Pawn loans
only

SHD otherwise
report
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Retail
Trade-In
Applicability
Arguably

covered

Likely covered
locally

Narrow, not
retail phones

Not applicable

Exempt

The statutory landscape shows a patchwork. Florida expressly exempts trade-ins; lllinois and
many others apply only to pawn/cash transactions; California, New York, and Texas have
broader texts but narrow purposes. Retail trade-in programs—especially those with safeguards
like Phobio’s—should be excluded from pawn-style regulation under both textual and purposive

interpretation.
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Addendum: Additional State-by-State Summaries

This addendum provides summaries for select additional jurisdictions beyond California, New
York, Texas, lllinois, and Florida. These states illustrate the variability of SHD regimes nationwide.

Georgia
Statute: O.C.G.A. § 44-12-130 et seq.
Scope: Applies to pawnbrokers and precious metal dealers. Focuses on lending money

against pledged goods.

Application: No statutory language extending coverage to retail trade-ins for credit.
Implication: Retail trade-in programs fall outside SHD regulation.

Michigan

Statute: MCL 445.401 et seq.

Scope: Applies to second-hand and junk dealers, with local municipalities often

imposing licensing.
Some local ordinances may capture broad 'buying or trading’ of goods, but
statewide statute focuses on resale markets.

Application:

Implication: Retail trade-ins likely outside scope unless a local ordinance expands coverage.
Washington

Statute: RCW 19.60.010 et seq.

Scope: Defines second-hand dealer as anyone engaged in the business of buying or

selling second-hand property, excluding transactions incidental to a primary retail business.

Application: Explicit exclusion for retailers where trade-ins are incidental to sales of new
goods.
Implication: Retail trade-ins exempt.

Supplemental Matrix

State Statutory Cite = Coverage Exemptionfor  Reporting/Hol  Retail
Trigger Trade-In? d Req. Trade-In
Applicability
Georgia OCGA. § Pawnbrokers, N/A Pawn loan Not applicable
44-12-130 et pledged reporting only
seq. goods
Michigan MCL 445.401et = Second-hand/ ' Depends on Local Unclear, likely
seq. junk dealers local reporting/hold = outside scope
ordinances
Washington RCW 19.60.010 Buying/selling = Yes, incidental | Licensing/repo = Exempt for
et seq. second-hand to retail rting for SHDs retail trade-ins

exempt
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Introduction

This white paper examines whether and when state and municipal second-hand dealer regimes
apply to brick-and-mortar retailers...

Methodology and Scope

We survey representative jurisdictions with sizable consumer-electronics retail markets and
known municipal overlays...

l. Legislative History and Purpose

Across states, SHD regimes emerged to curb the fencing of stolen goods by requiring dealers to
identify sellers...

Il. Cash vs. Credit: The Legal Relevance of Consideration Type
Form of consideration is a decisive line of demarcation...

lll. The Uniform Commercial Code Context

The Uniform Commercial Code recognizes that a sales price may be payable “in money or
otherwise.” U.C.C. § 2-304(1)...

IV. Phobio’s Controls and Alignment with SHD Policy Objectives
A risk-based posture demonstrates that modern retail trade-in programs meet or exceed SHD
policy objectives...

V. Jurisdiction-by-Jurisdiction Analysis

California
Primary Statutory Framework:

e Cal.Bus. & Prof. Code §§ 21625-21647 (secondhand dealers); selected related
provisions..

Coverage and Definitions:

e Broad verbs: “buying, selling, trading, taking in pawn, accepting on consignment”.
e Secondhand dealer licensing distinct from pawnbrokers.

Exemptions and Safe Harbors:

e No categorical exemption for retail trade-ins; non-cash consideration not dispositive in
text.

Reporting, Records, and Retention:
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e Transaction reporting to state systems; seven-day retention window.
e |dentity and serial capture required.

Local/Municipal Overlays:

e Municipal tax registrations and conditions may apply.
Notable Case Law / Administrative Guidance:

e Case law emphasizes theft-deterrence purpose and links to cash/anonymity.
Application to Retail Trade-In Programs:

e Retail trade-in intake could be captured by “trading,” but purchase-tethered credit,
identity verification, and custody reduce the targeted risks.

Recommended Compliance Posture:

e Assume coverage risk for intake: obtain registration, report, adopt 7-10 day holds,
maintain 30-day rapid-return protocol.

New York (State) and New York City

Primary Statutory Framework:

e N.Y. General Business Law; NYC Administrative Code Title 20 (Dealers in Second-Hand
Articles)

Coverage and Definitions:

e NYC requires licensing for dealers in second-hand articles; verbs include
purchase/consignment.
e State pawn law is loan-centric (cash).

Exemptions and Safe Harbors:
e No general NYC exemption for retail trade-ins; narrow category carve-outs exist.
Reporting, Records, and Retention:

e licensing, transaction records, and retention/inspection by rule.
e Identity and item descriptors standard.

Local/Municipal Overlays:

e NYC'’s active licensing scheme requires separate consideration from the narrower state
pawn regime.

Notable Case Law [ Administrative Guidance:

e Courts stress SHD's purpose of deterring stolen-property trafficking via traceability and
short holds.

Application to Retail Trade-In Programs:

e Retail trade-ins with non-cash credit are distinguishable on risk; breadth of NYC text
warrants conservative approach within city limits.

Recommended Compliance Posture:
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e Within NYC: obtain the license, maintain serioI/ID capture, observe retention. Outside
NYC: verify local ordinances; state pawn law does not apply to credit-based trade-ins.

Texas
Primary Statutory Framework:

e Texas Occupations Code titles for pawnbrokers and certain item-class regimes
(“business machines”)..

Coverage and Definitions:

e Pawn statute turns on advancing money against pledged goods (cash).
e Item-class provisions contemplate purchases or trades of designated items with serial
capture and prompt reporting.

Exemptions and Safe Harbors:
e No categorical statewide retail trade-in exemption.
Reporting, Records, and Retention:

e Reporting timelines can be short (e.g., 48 hours) with ~11-day retention for certain
covered classes.
e Serial capture central.

Local/Municipal Overlays:
e Municipalities can overlay additional rules.
Notable Case Law / Administrative Guidance:

e Texas cases read pawn statutes as loan-and-cash regimes; item-class enforcement
focuses on serials and quick reporting.

Application to Retail Trade-In Programs:

e Consumer retail trade-ins typically fall outside narrow item-class regimes; where
classification is possible, non-cash credit and identity checks mitigate risk.

Recommended Compliance Posture:

e Adopt serial capture and identity verification; conform to any class-specific
reporting/holds; apply voluntary 7-10 day holds for flagged cohorts; maintain 30-day
rapid-return.

Illinois
Primary Statutory Framework:

e 205 ILCS 510 (Pawnbroker Regulation Act) and municipal dealer ordinances..
Coverage and Definitions:

e Pawn regime covers loans of money on pledge of personal property (cash
consideration).

Exemptions and Safe Harbors:
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e No statewide rule converting retail trade-ins for credit into SHD activity; municipal
ordinances vary.

Reporting, Records, and Retention:

e Pawn imposes records/holds for pledge-and-loan contexts; SHD municipal ordinances
impose serial/identity traces where applicable.

Local/Municipal Overlays:

e Chicago and other cities regulate dealers in used goods by local ordinance.
Notable Case Law [ Administrative Guidance:

e lllinois cases limit pawn statutes to cash/loan transactions tied to fencing concerns.
Application to Retail Trade-In Programs:

e Retail trade-ins with non-cash credit in mainstream stores lie outside pawn; municipal
SHD ordinances should be checked.

Recommended Compliance Posture:

e Operate with serial capture and identity checks; verify city licensing; retain rapid-return
procedures.

Florida
Primary Statutory Framework:

e Fla. Stat. ch. 538 (Secondhand Dealers)..
Coverage and Definitions:

e Coverage for dealers in second-hand goods;
Exemptions and Safe Harbors:

e Express statutory exemption for accepting a second-hand good as a trade-in for a
similar item of greater value.

Reporting, Records, and Retention:

e SHD duties (records/holds/reporting) apply where coverage exists; trade-in exemption
removes typical retail programs from scope.

Local/Municipal Overlays:

e local licensing may apply, but the state-level exemption is dispositive for typical retail.
Notable Case Law [ Administrative Guidance:

e Florida readings align with the text of the exemption in consumer-upgrade contexts.
Application to Retail Trade-In Programs:

e Retail trade-ins for store credit toward more valuable replacements are exempt under
the statute’s plain language.

Recommended Compliance Posture:



e Document reliance on the exemption; continue identity/serial capture and 30-day
rapid-return.

Massachusetts
Primary Statutory Framework:

e G.L c.140; municipal licensing.
Coverage and Definitions:

e local dealer definitions for resale markets.
Exemptions and Safe Harbors:

e Local exemptions vary; incidental-to-retail sometimes recognized.
Reporting, Records, and Retention:

e Local reporting/holds by license condition.
Local/Municipal Overlays:

e Strong local overlays.
Notable Case Law / Administrative Guidance:

e lLocal cases uphold police powers.
Application to Retail Trade-In Programs:

e Retail trade-ins low-risk; license where intake on premises.
Recommended Compliance Posture:

e City license/report; serial capture; 7-10 day voluntary holds.

Pennsylvania
Primary Statutory Framework:

e Municipal codes; state pawn separate.
Coverage and Definitions:

e Dealer definitions tied to resale businesses.
Exemptions and Safe Harbors:

e No statewide carve-out; local variances.
Reporting, Records, and Retention:

e Local reporting/holds; electronic portals common.
Local/Municipal Overlays:

e Philadelphia/Pittsburgh regulate actively.
Notable Case Law / Administrative Guidance:

e Deference to municipal regimes.

Application to Retail Trade-In Programs:
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e Retail trade-ins distinguishable; license pragmatics.
Recommended Compliance Posture:

e City-by-city scoping; integrate reporting via processor.
Ohio
Primary Statutory Framework:

e R.C.4727; local ordinances.
Coverage and Definitions:

e Resale-market dealers by ordinance.
Exemptions and Safe Harbors:

e No statewide trade-in carve-out.
Reporting, Records, and Retention:

e Local reporting/hold windows.
Local/Municipal Overlays:

e Cleveland/Columbus/Cincinnati overlays.
Notable Case Law / Administrative Guidance:

e Pawn cases loan-centric; SHD rational-basis.

Application to Retail Trade-In Programes:

e Retail trade-ins distinguishable; intake licensing in strict cities.

Recommended Compliance Posture:

e Identity/serial capture; local compliance as needed.

Arizona
Primary Statutory Framework:

e ARS. Title 44; local.
Coverage and Definitions:
e Buy/trade used goods for resale.
Exemptions and Safe Harbors:
e Incidental retail exclusions sometimes present locally.
Reporting, Records, and Retention:
e 7-15 day holds common locally.
Local/Municipal Overlays:
e Phoenix/Tucson licensing.
Notable Case Law / Administrative Guidance:

e Purpose centered on cash dealers.

phobio
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Application to Retail Trade-In Programs:
e Retail trade-ins atypical SHD target; intake licensing may trigger.
Recommended Compliance Posture:

e Confirm local requirements; align reporting/holds.

Colorado
Primary Statutory Framework:

e CRS,;local
Coverage and Definitions:

e Buy/resell; verbs may include trade/consign.
Exemptions and Safe Harbors:

e No statewide retail carve-out.
Reporting, Records, and Retention:

e local daily reporting; short holds.
Local/Municipal Overlays:

e Denver and Front Range strict.
Notable Case Law [ Administrative Guidance:

e Cases sustain municipal authority.
Application to Retail Trade-In Programs:

e Retail trade-ins operationally distinct; license intake only.
Recommended Compliance Posture:

e Maintain custody, identity/serial; voluntary holds.

Oregon
Primary Statutory Framework:

e ORS; local (e.g, Portland).
Coverage and Definitions:

e Buy/consign/trade used goods.
Exemptions and Safe Harbors:

e Retail-incidental exclusions in some cities.
Reporting, Records, and Retention:

e Local reporting/holds; serial capture.
Local/Municipal Overlays:

e Portland active dealer program.

Notable Case Law [ Administrative Guidance:



e Cases emphasize reasonableness.

Application to Retail Trade-In Programs:

e Retail trade-ins low-risk channel; licensing pragmatics.

Recommended Compliance Posture:

e Align intake/reporting with processor; rapid-return.

North Carolina
Primary Statutory Framework:

e G.S.ch.66; local.
Coverage and Definitions:

e Buy/resell; verbs may include trade.
Exemptions and Safe Harbors:

e local exemptions sometimes exist.
Reporting, Records, and Retention:

e Electronic reporting; short holds.
Local/Municipal Overlays:

e Charlotte/Raleigh/Durham licensing.
Notable Case Law [ Administrative Guidance:

e Municipal authority recognized.

Application to Retail Trade-In Programs:

e Retail trade-ins with store credit are distinguishable.

Recommended Compliance Posture:

e City license; reporting; 7-10 day administrative hold.

Virginia
Primary Statutory Framework:

e Code; local.
Coverage and Definitions:

e Buy/consign/trade used goods.
Exemptions and Safe Harbors:

e No statewide carve-out; local variances.
Reporting, Records, and Retention:

e Local reporting; often 15-day holds.
Local/Municipal Overlays:

e NOVA jurisdictions active.
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Notable Case Law / Administrative Guidance:
e Courts uphold public-safety aims.

Application to Retail Trade-In Programs:

e Retail trade-ins distinct from cash dealers; license may trigger.

Recommended Compliance Posture:

e Identity/serial capture; local reporting; rapid-return.

Washington

Primary Statutory Framework:
e RCW19.60; local.

Coverage and Definitions:

e Buy/sell second-hand; incidental retail exclusions in some contexts.

Exemptions and Safe Harbors:
e Possible incidental-to-retail safe harbors.
Reporting, Records, and Retention:
e Local reporting/holds common.
Local/Municipal Overlays:
e Seattle and others require licensing.
Notable Case Law / Administrative Guidance:
e Public-safety rationale sustained.
Application to Retail Trade-In Programs:
e Retail trade-ins align with incidental-to-retail exclusions.

Recommended Compliance Posture:

e Document incidental nature; maintain serials and rapid-return.

Georgia
Primary Statutory Framework:

e O.C.G.A,; local.
Coverage and Definitions:

e Buy/resell; municipal definitions.
Exemptions and Safe Harbors:

e Local exemptions vary.
Reporting, Records, and Retention:

e Local reporting/holds typical.

Local/Municipal Overlays:
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e Atlantq, others regulate.
Notable Case Law [ Administrative Guidance:

e Pawn cases cash-centric; SHD deference.
Application to Retail Trade-In Programs:

e Retail trade-ins low-risk; license when intake done on-site.
Recommended Compliance Posture:

e Serial capture; processor-led reporting; 30-day rapid-return.

VL. Policy Considerations and Economic Impact (Expanded)

Applying pawn-style SHD regimes to retail trade-ins would suppress consumer welfare and
environmental outcomes.

VII. Constitutional and Statutory Interpretation Principles
(Expanded)

Ejusdem generis, expressio unius, and Dormant Commerce Clause considerations suggest
tailored application.

VIil. Recommended National Compliance Framework (Checklist)
e Identity verification and serial/IMEI capture at intake

e No on-site resale; centralized processing with custody logs

e Mandatory holds where required; risk-based voluntary holds elsewhere
e 30-day rapid-return protocol and quarantine capability

e Locallicensing in strict jurisdictions (NYC, select CA/CO/OR cities)

e Documented reliance on express exemptions (e.g.,, Florida)
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