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Financial Crimes Enforcement Network (FinCEN) –
How did we get here? 

The Bank Secrecy Act (1970) was created to:
– Collect financial data.
– Identify criminal activity.
– Limit secret bank accounts. 
– Collect taxes and enforce regulation.   
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Financial Crimes Enforcement Network (FinCEN) -
History

Money Laundering Control Act 1986.
Real estate closing professionals were added to the Bank 
Secrecy Act in 1988.  
Suspicious Activity Reports (SARS) required in 1992.
Financial Crimes Enforcement Network (FinCEN) created in 
1994 as part of the Money Laundering Suppression Act. 
Patriot Act requires all financial institutions to have Anti-Money 
Laundering programs in 2002.  Real Estate was given a 
temporary exemption. 
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Financial Crimes Enforcement Network (FinCEN)

Financial Intelligence 
FBI, United States Secret Service, DEA all utilize this data.  
International Effort with over 180 countries working to thwart money 
laundering.  
Department of Treasury has consistently identified real estate as a risk in 
their National Money Laundering Assessment since 2015.   
Large increase in cash transactions starting around 2010.  
Anticorruption groups estimate that roughly $2.3 billion dollars has been 
laundered through real estate in the US between 2015-2020.  

Geographic Targeting Order (GTO) 
Started in 2016. Covered high dollar deals in Miami and NYC. 
Expanded to 69 counties and $300k threshold.  
Cook County, IL was added to the GTO in November 2018. 
GTO was a testing phase.
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Financial Crimes Enforcement Network (FinCEN)

Residential Real Estate Rule-effective March 1, 2026

When is this a reportable transaction?  

What does the rule say?
Non-financed transfer to a transferee entity or transferee trust of an 
ownership interest in residential real property.
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The 4 Questions to Ask 

Question 1: Is this a “residential real property” as defined in the 
rule? 

Look at the contract.  Is it residential? 
Does tax assessor data indicate a “building type”?
If vacant land, does the buyer intend to build 1-4 units?

Question 2: Is the Transferee/Buyer a “Transferee Entity” or 
“Transferee Trust”? 

Is this an entity, is this a trust? Corps, LLCs, Partnerships.  What does the purchase 
contract state?

Question 3: Is the transfer “non-financed”? 
Is there a mortgage?  Does the recording match the buyer?  Does the lender have an 
anti-money laundering program and have an obligation to report suspicious transactions? 
State Licensed Mortgage lenders (NLMS Number) and Financial Banks
What about the bank of Mom and Dad? 

Question 4: Is the transfer otherwise exempt? 
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Step 1: Residential Real Property
1–4 family homes, townhouses, condos, co-ops, 
mixed-use
Includes unimproved land intended for such 
structures
Applies nationwide (states, D.C., territories, 
Native lands)
Check contract, tax data, buyer’s intent

Step 2: Transferee Entity or Trust
Corporations, LLCs, partnerships, trusts
Reporting applies even if an individual shares 
title

Step 3: Non-Financed Transfer
All-cash or private/seller financing
Excludes loans from AML-compliant financial 
institutions
Verify lender type and AML obligations

Step 4: Exempt Transfers
Death/divorce, easements, bankruptcy estate
Gifts to own trust, highly regulated entities 
(utilities, SEC companies)
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Exemptions

Transfer of an easement;
Transfer resulting from the death of an individual, whether pursuant to 
the terms of a decedent’s will or the terms of a trust, the operation of 
law, or by contractual provision;
Transfer incident to divorce or dissolution of a marriage or civil union;
Transfer to a bankruptcy estate;
Transfer supervised by a court in the United States;
Transfer made for no consideration by an individual, either alone or 
with their spouse, to a trust of which that individual, their spouse, or 
both of them, are the settlor or grantor;
Transfer to a qualified intermediary for purposes of a like-kind 
exchange under Section 1031 of the Internal Revenue Code; and
Transfer for which there is no reporting person.
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Reporting a Transaction – The Cascade
Who Reports?  There can only be ONE reporting person.  

1. The person listed as the closing or settlement agent on the closing or settlement 
statement; 

2. The person that prepares the closing or settlement statement; 

3. The person that files with the recordation office the deed or other instrument that 
transfers ownership of the residential real property; 

4. The person that underwrites an owner’s title insurance policy for the transferee with 
respect to the transferred residential real property, such as a title insurance company; 

5. The person that disburses in any form, including from an escrow account, trust 
account, or lawyers’ trust account, the greatest amount of funds in connection with the 
residential real property transfer; 

6. The person that provides an evaluation of the status of the title; or 

7. The person that prepares the deed or, if no deed is involved, any other legal 
instrument that transfers ownership of the residential real property, including, with 
respect to shares in a cooperative housing corporation, the person who prepares the 
stock certificate
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Reporting a Transaction – Designation Agreements

The real estate professionals that perform the functions described 
in the cascading list may enter into a written agreement with each 
other to designate the professional that will file the report for the 
transfer. 

The designation agreement must be in writing and identify the date 
of the agreement, the name and address of the transferor, the 
name and address of the transferee entity or transferee trust, the 
property, the name and address of the designated reporting 
person, and the name and address of all parties to the designation 
agreement. 

A separate designation agreement is required for each reportable 
transfer. All parties to a designation agreement are required to 
retain a copy of the agreement for a period of five years. The 
reporting person is not required to file the designation agreement 
as part of the Real Estate Report.
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Reporting a Transaction – Designation Agreements

You cannot create a blanket designation agreement, as 
designation agreement must be done on a per-file basis.

The final rule also does not allow for third-party vendors who are 
not described in the reporting cascade to be designated as a 
reporting person, as such vendors are not financial institutions that 
can be regulated by FinCEN; a reporting person could outsource 
the preparation of the form to a third-party vendor, but the ultimate 
responsibility for the completion and filing of the report would lie 
with the reporting person.

Therefore, a third-party vendor can be used to submit FinCEN 
Residential Real Estate (RRE) reports, but they cannot accept a 
formal designation agreement to transfer liability for reporting, 
according to FinCEN guidelines.
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Schedule B Language
Starting January 1, 2026, all commitments will include the following exception on
Schedule B:

“In the event that the contemplated transaction is a transaction for which a Real 
Estate Report is required to be submitted to the US Department of Treasury 
Financial Crimes Enforcement Network ("FinCEN Report"), then the parties to the 
transaction (Seller(s) and Buyer(s)) shall, no later than the closing, provide to the 
Company the information and documentation necessary to enable the Company 
to complete the FinCEN Report .Such information and documentation includes 
full legal name, date of birth, residential street address, and the IRS taxpayer 
identification number of the beneficial owners of the Buyer(s), as further defined 
and described in Section 1010.821 of Chapter 31 of the Code of Federal 
Regulations ("Code"). NOTE: The FinCEN Report requires that certain residential 
real estate transactions purchased with all cash or without institutional lender 
financing, where at least one buyer/transferee is a legal entity, limited liability 
company, corporation, partnership, trust, trustee or other non-natural person, 
must be reported to the United States Treasury Department's Financial Crimes 
Enforcement Network. If the required information is not timely provided to the 
Company, the Company may elect to withdraw as the settlement company or 
otherwise be involved in the transaction.”
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Requested Information

The reporting person;
The legal entity (transferee entity) or trust (transferee trust) 
receiving ownership of the property;
The beneficial owners of the transferee entity or transferee 
trust;
Certain individuals signing documents on behalf of the 
transferee entity or transferee trust during the reportable 
transfer;
The transferor (e.g., the seller);
The residential real property being transferred; and
Total consideration and certain information about any 
payments made (hard money, private loans, etc.)
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The actual form
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The actual form
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The actual form
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The actual form
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The actual form
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The actual form
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The actual form
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The actual form
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Work Load

FinCEN also estimates that it will take, on average, each filer about 
50 minutes to institute training and technology sufficient to be able 
to file Reports. 

FinCEN further estimates that it will take, on average, about 15 
minutes to file each Report. 
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Penalties for Not Filing

What are the Penalties for Not following the Reporting 
Rules?

Civil and Criminal Violations. 

Negligent violations – civil penalty of not more than $1,394 
for each violation, and an additional civil money penalty of 
up to $108,489 for a pattern of negligent activity.

Willful violations – Not more than the greater of the 
amount involved in the transaction (not to exceed 
$278,937) or $69,773.30.  

Criminal – Term of imprisonment of not more than 5 years 
or a criminal fine of not more than $250,000, or both.   
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Implementation

Set to take effect March 1, 2026.

Pushed back from December 1, 2025.

The delay was to “provide the industry more time to 
comply.”
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Practical Considerations

When do you ask for the information?

Should there be a “go-to” person for FinCEN filings?
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Example Transactions
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Example Transaction #1

Homebuilder, LLC is purchasing vacant lot for cash.  
Previously, this developer had already requested the zoning 
been changed to build a house. Is this reportable?
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Example Transaction #1

Homebuilder, LLC is purchasing vacant lot for cash.  
Previously, this developer had already requested the zoning 
been changed to build a house. Is this reportable?

Yes, it is reportable as the rule covers transfer of land 
intended for residential use, even if undeveloped.
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Example Transaction #2

David owns residential property and sells to Octagon, LLC. 
The LLC has 8 members each owning 12.5%. Is this 
reportable? Who do you report?
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Example Transaction #2

David owns residential property and sells to Octagon, LLC. 
The LLC has 8 members each owning 12.5%. Is this 
reportable? Who do you report?

Yes, it is reportable.  The rule states that you must report the 
individual that exercises substantial control or owns (shares) 
or controls (voting rights) at least 25 percent of the 
ownership.  None of the individuals meets either the 25% 
substantial control requirement standard, so all beneficial 
owners of the LLC must be reported, as well as the transferor 
David and other details.
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Example Transaction #3

Homebuilder LLC purchases a large vacant lot, intending to 
develop a warehouse, for cash. Reportable?
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Example Transaction #3

Homebuilder LLC purchases a large vacant lot, intending to 
develop a warehouse, for cash. Reportable?

No, this transaction is not reportable because the rule only 
applies to residential property or property designed for 
residential use.
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Example Transaction #4

An LLC is buying property and is withdrawing money from a 
HELOC as the cash to close.  Is this transaction reportable?
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Example Transaction #4

An LLC is buying property and is withdrawing money from a 
HELOC as the cash to close.  Is this transaction reportable?

Yes, it is reportable as there is no new mortgage on the 
property being acquired.  To qualify as a financed 
transaction, the lender must (1) extend credit to the 
Transferee, (2) record a mortgage/lien against the property 
being transferred, (3) have an anti-money laundering 
program and (4) have an obligation to report suspicious 
transactions.
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Example Transaction #5

Your office has been asked to do an accommodation 
recording. The purchasers of a closing done last month are 
transferring the property to their trust.  Is this reportable?
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Example Transaction #5

Your office has been asked to do an accommodation 
recording. The purchasers of a closing done last month are 
transferring the property to their trust.  Is this reportable?

No, not necessarily. A transfer made for no consideration by 
an individual (alone or with their spouse) to a trust of which 
that individual, their spouse, or both are the settlor or grantor 
is specifically exempt.
However, most other transfers for no consideration into 
entities are reportable. Transfers meeting the rule’s 
requirements must be reported regardless of purchase price 
or the value of the property. Gift transfers are thus subject to 
the rule.
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Advocus RRE Team

If you have any questions, please contact our team:

Main Group Email: bsa@advocustitle.com

Nathan Smith
Phone: 847-403-3366
Email: nathan.smith@advocustitle.com

Megan Scharlau
Phone: 312-752-1123
Email: megan.scharlau@advocustitle.com

Chloe Meyer
Phone: 217-403-0136
Email: chloe.meyer@advocustitle.com

FinCEN and Illinois Legislative Update

FinCEN Real Estate Report
Report Preparation & Submission Instructions:
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