
Deregistration and Registration of Motor Vehicles

Introduction

The deregistration of motor vehicles (as permanently unfit for use, permanently demolished, stolen or exempted from registration) is an important and regulated aspect of road traffic management. In a more critical way, within the current crime environment in South Africa it is a measure to fight motor vehicle related crime and to improve road safety.

To legally operate, sell and export a motor vehicle, the motor vehicle must be registered on the electronic National Traffic Information System (eNaTIS). It is thus understandable that criminals will concentrate on ways to register stolen and ‘illegal’ vehicles in order to acquire registration certificates for them. One of the most prominent ways of reregistering illegal motor vehicles (rebirth the motor vehicles) is to use records of motor vehicles that have not been deregistered.

Furthermore, the use of badly damaged motor vehicles after they have been repaired is leading to unsafe motor vehicles on the roads, accidents and deaths. 

It is not only a legal requirement to deregister motor vehicles, but all stake holders (government, banks, insurers, companies, private people, etc) do have a moral responsibility to promote road safety and fight crime.

It is imperative to understand that the failure to deregister vehicles that should be deregistered impacts negatively on the insurance industry resulting in claims of many billions of Rands per annum. In some cases, the insurance companies are the biggest contributors to their own losses and to the losses incurred by the insurance industry as a whole.

However, it is also true that the incorrect deregistration of motor vehicles which are safely repairable are resulting in significant commercial losses to the insurance industry. Most of these incorrect deregistrations can be attributed to a lack of knowledge and understanding of the legislation. The so called motor vehicle status codes (i.e. code 1, 2, 3 and 4) have been controversial and the subject of extensive discussion for many years.

Objective

The objective of this article is to clarify the conditions under which a motor vehicle must be deregistered and to give a better understanding of the motor vehicle life cycle statuses, as determined in the National Road Traffic Act (Act 93 of 96) (NRTA) and the National Road Traffic Regulations, 2000 (NRTR).

Requirements to Deregister and Register Motor Vehicles

Stolen Vehicles

Regulation 54 determines that the title holder of the motor vehicle must within three months after the date on which he or she was notified of the theft, deregister the motor vehicle at his or her appropriate registering authority. The title holder of the motor vehicles is in many cases a financial institution (e.g. bank) but can also be a private person or a company. 

It is strongly recommended that insurance companies insist that the title holder deregister the motor vehicles as stolen and that the deregistration certificate is handed over to the insurance company before settling the claim with the title holder.

If stolen vehicles are later recovered and reregistered, and the status of the vehicle was “new” or “used” prior to such deregistration, the status of the motor vehicle will be “used”. If the status was “built-up” it will remain the same.

Permanently Unfit for Use

Regulation 55 determines that the title holder of the motor vehicle must within three months after the motor vehicle has become permanently unfit for use, deregister the motor vehicle as permanently unfit for use.

Although, “permanently unfit for use” is not defined in the Act and the regulations, “permanently demolished” is defined. The regulations also provide for the re-registration of vehicles that have been deregistered as permanently unfit for use. It is thus clear that the intention of the legislator was to differentiate between “permanently unfit for use” and “permanently demolished” but also provides for the re-registration of vehicles that were viewed as permanently unfit for use.

Taking the above into account, it can be construed that a motor vehicle permanently unfit for use is a motor vehicle where the damage to the vehicle is to such an extent that although it can be repaired it would not be possible to repair it to its original state. The following could, for example, be used as guidelines:

· it will always be possible to detect that the vehicle was in a serious accident;

· the accident negatively influences the value of the vehicle; and

· an unsuspected buyer should know that the vehicle was in an accident.

Please note that a vehicle that cannot be made roadworthy should be demolished.

If a vehicle that was deregistered as permanently unfit for use is later reregistered the status of the motor vehicle will be “built-up” (i.e. code 3) (Regulation 13 (4)).

Permanently Demolished

Regulation 55 determines that the title holder of the motor vehicle must within three months after the motor vehicle has become permanently demolished, deregister the motor vehicle as permanently demolished.

Regulation 1 determines that “permanently demolished” means that the chassis of a motor vehicle has been:

(a)
    compacted

(b) compressed

(c) melted

(d) destroyed

(e) damaged

to such an extent that the motor vehicle concerned cannot be made roadworthy and the chassis cannot be used to build a motor vehicle.

Thus, a motor vehicle is “permanently demolished” if it is not physically possible to repair the motor vehicle to a state where it can be made roadworthy. It is felt that this provision has taken over much of the functions of the “permanently unfit for use” deregistration. Title holders (e.g. banks and insurers) are requested to deregister vehicles accordingly if the vehicle cannot be repaired to a roadworthy state.

Regulation 13A determines that a motor vehicle which was deregistered in terms of regulation 55 as permanently demolished, shall not be registered again.

Uneconomical to Repair

This terminology does not form part of the Act or the regulation and is not provided for on the eNaTIS.

This terminology is normally used, by the insurance industry, to describe a motor vehicle that can be repaired but where the repair cost of the motor vehicle exceeds the market value of the motor vehicle.

Vehicles that are uneconomical to repair are seen as a normal change of ownership and must be registered into the name of the insurance company. The owner and title holder of the vehicle should also notify his appropriate registering authority of the change of ownership/title once the claim has been settled.

Once such notification has been processed, it will become mandatory for the insurance company to register such vehicle into its name as title holder and owner. If these vehicles are later reregistered and the status of the vehicle was “new” or “used” prior to such registration, the status of the motor vehicle will be “used”. If the status was “built-up” it will remain the same. 

In the scenario above, insurance companies are advised to register as ‘motor dealers’ in order to not have to licence the vehicles.

Change of Title/Ownership to Insurance Company (Registration)

The eNaTIS provides for the registration of reported stolen vehicles, vehicles deregistered as permanently unfit for use and vehicles deregistered as permanently demolished in the name of insurance companies. Insurance companies must be registered as such before the registration of stolen and deregistered vehicle will be allowed. 

It is strongly recommended that insurance companies do in fact register the vehicles. This will ensure that recovered vehicles are returned to the insurance company and not to the previous title holder of the vehicle. It will also ensure that the records of stolen vehicles are not used to register other stolen vehicles.

Vehicles that are uneconomical to repair must be registered into the name of the insurance company. This is seen as a normal change of ownership. An application for registration is done on form RLV and must be accompanied by the registration or deregistration certificate, letter of proxy and copies of identification documents of proxy and representative.

Transaction 141 is performed by the registering authority to effect deregistration of a motor vehicle.

Deregistration

If the motor vehicle is a stolen vehicle, is permanently unfit for use or permanently demolished and was not deregistered by the previous title holder, the insurance company (i.e. new title holder) must deregister the motor vehicle.

Application for deregistration is made on form ADV and must be accompanied by the registration certificate, letter of proxy and copies of identification documents of proxy and representative.  

It is extremely important that the correct reason for deregistration be marked on the application form. The incorrect marking of the reason on the form may lead to a stolen vehicle becoming a code 3 vehicle and the refusal of the re-registration of stolen and deregistered vehicles when incorrectly marked as demolished. 

The deregistration is normally a free transaction. However, if the vehicle was unlicensed at the time of the theft and the title holder is also the owner, payment of the arrears and penalties are required prior to the issuing of a deregistration certificate. 

Transaction 143 is performed by the registering authority to effect deregistration of a motor vehicle.

Safeguarding of Documents

It is extremely important that all documents be kept in a safeguard room or safe: These documents include:

· Notice of Change of Ownership form

· Deregistration and registration certificates (eNaTIS certificates)

· Letters of Proxy 

· Copies of identification documents of proxy and representative.

The following should be implemented:

· Access to the documents must be strictly controlled

· Proper record must be kept of all documents for audit purposes

· Proper audit trails must be kept of all documents that might have been needed for whatever reason

· Detail records must be kept of photocopies made of any registration or deregistration certificate

· It is imperative that the deregistration certificates for salvage that is not sold, not be sent off site but rather be shredded after five years under strict control

· As many stolen vehicles are recovered after the five year period, no documents pertaining to the vehicle should be destroyed.  These documents are often required by the Police, especially across-border, as well as by the courts for evidential purposes.  These documents should not be sent off site.

Note: Criminals need a registration or deregistration certificate to register stolen vehicles and will target insurance companies and banks for these documents.

Marking of Salvage that is sold

It is recommended that all stolen, recovered and write off salvage be clearly and permanently marked with microdots. This will prevent the salvage, especially salvage that has SAPVIN, from being cloned and duplicated by vehicle theft syndicates.

Conclusion

It is the industry’s responsibility to regulate their environment regarding wreck management (especially when it comes to not deregistering accident damage vehicle) and should do it with vigilance. The Department of Transport has previously considered removing the vehicle status from registration certificates and the NaTIS due to the constant disputes regarding the status of vehicles. The status of vehicle has no influence on vehicle licensing (core function of DoT) and is there to protect the industry and the owners of vehicles.

Furthermore, it is not only a legal requirement to deregister motor vehicles, but all title holders (government, banks, insurers, companies, private people, etc) do have a moral responsibility to promote road safety and fight crime.
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