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INTRODUCTION

Luxury and other motor vehicles are often a status symbol and can be used by 
criminals in executing their crimes and, because of this, motor vehicle dealers can be 
a prime target for criminals launder the proceeds they have generated from criminal 
activity.  

The motor vehicle dealers’ sector makes a considerable contribution to the South 
African economy. However, the sector remains vulnerable to threats of money
laundering and related financial crimes. In turn this poses a risk to livelihoods and
can cause reputational damage to the industry.

For most people buying a motor vehicle requires financial commitment and a large 
investment. But, for a stratum of people who make their money through crime, motor 
vehicle purchases can offer myriad options for using their proceeds. 

The Financial Intelligence Centre (FIC) considers a motor vehicle to denote any 
self-propelled vehicle, including a vehicle having pedals and an engine, or an electric 
motor as an integral part thereof or attached thereto and which is designed or 
adapted to be propelled by these means on land and includes any trailer and 
caravan. A motor vehicle dealer, therefore is any person engaged in the business of 
buying, selling or exchanging motor vehicles, whether new or second hand. 

The key for motor vehicle dealers is to understand how money laundering and 
terrorist financing works and why their sector is pivotal to criminals and criminal 
enterprises that want to exploit them.

Money laundering 
Laundering of money occurs when criminals disguise the true nature of how they 
have sourced their money, making it seem to be sourced legitimately, and using it as 
legitimate money in the financial system. 

To achieve this, they need to move their illicit proceeds to a place or many places 
where they can pay cash, where they can exchange their dirty money for clean i.e. 
where they can legitimise their proceeds.

Criminals may source their proceeds from any range of crimes such as illicit trading 
and smuggling of weapons, poaching endangered flora and fauna, human or drug 
trafficking, gratification of bribery and corruption, fraud, theft, pyramid and Ponzi 
schemes, involvement in syndicated or organised crime, racketeering, and other 
offences. 

Criminals need to find options for spending their proceeds in ways that will not draw 
attention to them directly or to how they have acquired their money, as this would 
link them to the criminal activities.

Criminals can opt, for example, buy a luxury vehicle or vehicles for cash, sell it and 
make a profit from on-selling the vehicle(s). They could then invest their profit further 
in other ventures in a seemingly legitimate way. These further transactions can make 
it difficult for authorities to retrace the steps to the origin of the dirty money.
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Methods of laundering money in the motor vehicle sector ranges from the simple to 
the sophisticated. And, the motor vehicle dealer sector offers a host of ways in which 
transactions can be done, that can frustrate efforts of those who try to unearth the 
criminal source of funds and identify money laundering activity.

Vehicles purchased for investment purposes can also be used to create the  
perception of a legitimate revenue stream. Criminals can, for example, buy a fleet of  
vehicles for use in the daily operations of a car hire business or create complex layers 
of transactions through buying and selling of new and used vehicles. They may use 
motor vehicles in the execution of illegal activities while they often buy motor 
vehicles such as yachts, motor bikes and luxury cars as status symbols with the 
proceeds of crime.

All in all, money laundering in the motor vehicle dealer sector must be taken 
seriously. It may seem to be daunting, but it is important that motor vehicle dealers 
understand the importance of knowing what to look out for.

Stages in money laundering
Often not distinct or sequential, there are generally three phases in money 
laundering.
 
Phase one: Placement – in this initial phase criminals begin introducing proceeds or 
assets into the domestic and/or international financial system. They may do this via 
financial and non-financial institutions, businesses and gambling.

Criminals could opt to enter the financial system via cash purchases for high-end 
goods such as yachts, artwork, luxury motor vehicles, property purchases, jewellery 
and other sought-after items which can also be resold and where payment can be 
made in cash, by cheque or via electronic fund transfers.

Phase two: Layering – the primary objective in this phase is to create distance 
between the criminal proceeds and themselves, thereby creating anonymity and 
those involved in the source of the proceeds. 

This is done using various instruments to create complex layers of anonymity or 
disguise using various financial transactions. These are intended to blur audit trails, 
the source of proceeds and who owns them. Some methods include transferring 
money across jurisdictions, purchasing of shares, bonds and life insurance and
reselling of high-end goods. 

Phase three: Integration – in this final stage of money laundering, proceeds are fully 
part of the financial system. Criminals are now free to buy even more luxury items 
and deepen the spread of proceeds into the financial system through the purchase of 
property and businesses. 

Criminals may also look to grow proceeds even further seeking legitimate or illegal 
investment opportunities.
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Terrorist financing
In some instances, funds are accumulated for use in the financing of terrorists, acts of 
terror and/or related activities. Those involved in terrorism may also launder money 
to accumulate further wealth for funding of their activities. 

The key difference between money laundering and terrorist financing is that those 
involved in terrorism are keen to accumulate funds for immediate or future use in 
financing of terrorists, acts of terrorism and/or related terrorist activities.

In these instances, whether the source of funds is legitimate or appears to be 
legitimate, the destination and use of the funds is disguised and hidden.

 WHAT CAN MOTOR VEHICLE DEALERS DO?

Motor vehicle dealers need to remain aware of and alert to the methods the criminals 
may use to launder their money through motor vehicle dealers.

The FIC Act includes the motor vehicle dealers as potentially vulnerable to being 
abused for money laundering and terrorist financing purposes. Motor vehicle dealers 
are customer facing non-financial institutions and are listed in Schedule 3 of the FIC 
Act. As the default supervisory body for this industry, the FIC is responsible for   
enforcing compliance with the Financial Intelligence Centre Act (FIC Act) in this   
sector. The FIC conducts inspections to ensure compliance obligations with the FIC 
Act have been met. 

All motor vehicle dealers are required to fulfil various obligations, as shown below.

Registering with the FIC via the FIC’s electronic registration and 
reporting system
All estate agents must register with the FIC. This can be done via the FIC’s website, 
using the registration and reporting portal – goAML. 

Submitting regulatory reports to the FIC
Importantly, it is a requirement that motor vehicle dealers first register with the FIC, 
in order to submit reports to the FIC. As reporting institutions, motor vehicle dealers 
are required to file the following reports with the FIC:
• Cash threshold – reports on cash transactions exceeding R24 999.99
• Suspicious and usual transaction – reports on transactions that raise suspicions of 

which seem out of the ordinary

By fulfilling these FIC Act compliance obligations, motor vehicle dealers assist in the 
fight against crime, helping to create a safer and more stable business, economic 
and social environment, encouraging and improving domestic and foreign investor 
confidence and growing the economy. For more information on FIC Act obligations, 
visit www.fic.gov.za or call the FIC’s compliance contact centre on +2712 641 6000.
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IMPORTANCE OF FILING REPORTS

The FIC uses the transactional and other data reports submitted by motor vehicle 
dealers to conduct analysis and create financial intelligence reports. 
Motor vehicle dealers must file reports that contain information regarding the   
transactional data as well as the details of the person or entity that is conducting the 
transaction or series of transactions.

As the national centre for the production of financial intelligence, the FIC is the only 
authority empowered to produce these reports and, where necessary, shares them 
with competent authorities. Law enforcement, investigative and   
prosecutorial authorities use the financial intelligence reports of the FIC for  
investigations and applications for asset forfeiture.

Vulnerabilities
Motor vehicles are attractive for criminals to hide their illicit funds, it serves as a 
status symbol and are often used as a tool to perpetrate crime. The vulnerabilities to          
financial crime in the sector include:
• Expensive vehicles are used as status symbols
• Ease of conducting business as a motor vehicle dealer                                         

(market entry requirements)
• Ease of buying a vehicle, including high-value vehicles 
• High volumes of transactions
• High volumes of cash transactions
• Lack of compliance obligations and adherence to compliance requirements      

(reporting institutions)
• Lack of understanding of compliance obligations and training/awareness of sales 

staff

 CHECKLIST FOR MOTOR VEHICLE DEALERS

Risk indicators associated with laundering illicit proceeds in the motor vehicle
dealers’ sector.

• Purchases of motor vehicles using large cash amounts 
• Buying motor vehicles in cash or through successive deposits in the accounts of 

the motor vehicle dealers 
• Purposely defaulting payment of instalments and later settling the loan using 

lump sum payments (cash, wire transfers, series of transactions) 
• Customer pays substantial down payment in cash and balance is financed by an 

unusual source for example a third party or private lender
• Foreign prominent influential persons and nationals purchasing vehicles
• The use of corporate structures for buying and/or owning companies or            

corporations which own vehicles
• Use of third parties (minors, spouses, other family members, companies, trusts 

etc.) to register vehicles, mainly for tax evasion. 
• Purchase does not match customer profile (age, income, nature of client, nature 

of vehicle)

R
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• Customer hesitant to provide information (e.g. personal identification documents, 
source of funds, beneficial owner) 

• Customer due diligence information appears to be false
• Customer buys various vehicles in quick succession and seems to have few      

concerns about the type, cost, condition, etc.
• Last-minute cancellation with subsequent repayment of deposit
• Registration of vehicle in the name of a different person or entity
• Cash deposits below reportable amounts
• Customer appears to have good knowledge of FIC Act reporting obligations and 

ask questions relating to this
• Third-party payments and delivery requests, including to neighbouring countries
• Insurance in the name of a third party
• Customer is known to have a criminal background
• Customer does not want to put his/her name on any document that would      

connect him/her with the purchase of the vehicle
• Unusual methods used for payment 
• Use of shell companies to buy vehicles 
• Transactions entered at a value significantly higher or much lower than the true 

value of the vehicle or differing remarkably from market values 

To keep motor vehicle dealers from becoming involved in money 
laundering and terrorist financing, the above factors rely on the   
motor vehicle dealers:
• Be alert to risks indicating that the client is seeking to involve them in criminal 

activity
• Choose to abide by their ethical obligations and applicable professional rules
• Discern legitimate client wishes from transactions and structures intended to   

conceal or promote criminal activity or thwart detection and/or law enforcement.
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Information sourced from:
http://www.fintrac-canafe.gc.ca/
http://www.fatf-gafi.org/ 
http://www.acams.org/
http://www.fic.gov.za/
http://www.austrac.gov.au/



Find out how criminals target the property sector and how you can help break the cycle of abuse by visiting the 
Financial Intelligence Centre (FIC) campaign website page (www.fic.gov.za/campaign).

www.fic.gov.za | 012 641 6000


