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April 10, 2003

Financial Crimes Enforcement Network
Department of the Treasury
P.O. Box 39
Vienna, VA 22183

RE: ANPRM - Sections 352 and 326 - Vehicle Seller Regulations

Gentlemen and Ladies:

The American Financial Services Association ("AFSA") appreciates the opportunity to comment on the
Advance Notice of Proposed Rulemaking ("ANPR"): Anti-money Laundering Compliance Program and
Customer Identification Rules.

AFSA was established in 1916 and is based in Washington, D.C. AFSA is the national trade association
for market-funded providers of financial services to consumers and small businesses.

1. What is the potential money laundering risk posed by vehicle sellers, specifically the risks in the
products that vehicle sellers provide that make them uniquely susceptible to money laundering, as
opposed to the risks inherent in all businesses that sell products or services to the public that may
be purchased with taintedfunds? Do money laundering risks vary by vehicle type (boat, airplane,
automobile), market (wholesale, retail), or business line (international sales, sales to
governments)?

a. Money laundering risks are higher with cash intensive businesses. Use of tainted funds to
purchase products is a risk inherent in all businesses; automobile purchases pose a
somewhat higher risk because of the high price of automobiles. However, with respect to
vehicle sales, the vast majorityof automobilesales- both retail and wholesale- do not
involve cash and, therefore pose a low risk of money laundering.

b. In the wholesale context, dealers purchase automobiles from manufacturers usually
through financing from a bank, automobile finance company, or other credit institution.
The credit institution pays the manufacturer directly and the dealer repays the credit
institution upon the sale of each vehicle to a retail customer. Typically, neither the original
payment by the credit institution to the manufacturer nor the repayment by the dealer to the
credit institution involves cash. Because cash is not involved, such transactions pose a
reduced risk of money laundering.

c. In the retail context, most automobile purchases are financed via installment sales contracts
allowing small incremental payments over time, typically 48-60 months. These sales pose
low risk of money laundering, as evidenced by the following exception to the CTR
requirement: cash equivalents received in a designated reporting transaction are not treated
as "currency" if received as payment on an installment sales contract, and if such contracts
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