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Who's Really Buying that Property? New Rule Forces Disclosure in
Non-Financed Transactions

By ALYSSA McCUISTON®

To deter money laundering and increase transparency in real estate transactions, a new
federal rule requiring “mandatory reporting to the U.S. Department of Treasury’s FinCEN
(Financial Crimes Enforcement Network)” will take full effect on December 1, 2025.! The
Residential Real Estate Rule will apply to non-financed real estate transactions involving trusts and
legal entities, rather than individuals.” A real estate transaction will need to be reported if four
criteria are met. First, the transaction must involve a residential real property, including single-
family homes, condos, or apartment buildings.> Second, the transfer must be non-financed — that
is, the buyer acquired the property without traditional bank financing, such as all-cash purchases
or purchases financed by private lenders.* Third, the property must be acquired by a transferee trust
or a transferee entity, such as a corporation, LLC, or partnership.’ Lastly, the transaction cannot
fall within one of the reporting exemptions, such as transfers resulting from death, divorce, etc.®

Benefits of the Real Estate Rule

Many real estate purchases do not fully disclose the identity of the buyer, as properties are
often purchased by legal entities with little to no assets.” One common reason for using an entity,
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such as an LLC, is to limit personal liability and protect against potential lawsuits. In November
2015, approximately “17 percent of the 82,595 all-cash purchases of single-family homes and
condos went to buyers with an ‘LLC’ in the name.”® The Residential Real Estate Rule will
encourage transparency within the real estate market. Additionally, FinCEN is hopeful the rule will
protect the real estate market from criminals engaging in illicit activity.® Currently, non-financed
real estate transactions are subject to few rules, and between 2015 and 2020, “an estimated $2.3
billion was laundered through U.S. real-estate transactions.”!? Previously, reporting requirements
applied only to transactions exceeding $300,000."" Under the new rule, reporting will be required
regardless of the purchase price.'

Effect on Real Estate Professionals

The real estate professionals who will likely be required to report the transactions are “title
insurance agents, escrow agents and attorneys."'* Real estate professionals will be required to report
the transactions by providing information regarding the reporting person, the legal entity or “trust
receiving ownership of the property”, and the transferor.'* Additionally, reporters will be required
to provide the location of the property being transferred, the purchase price, and any individuals
signing documents “on behalf of the transferee entity or transferee trust.”!> Only one person is
required to report the transfer.'® Real estate professionals must file the report either on the last day
of the following month in which the transfer occurred or within 30 days of closing.!”

Reaction to the Residential Real Estate Rule

Fidelity National Financial (“FNF”) has filed a lawsuit challenging the rule, arguing that it
exceeds FinCEN’s authority, as its authority only extends to reporting suspicious transactions
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related to violating a law or regulation.'® Additionally, FNF contends that FinCEN has yet to
establish the potential economic benefits or the anticipated effectiveness in reducing illicit activity,
especially when considering the additional obligations and resources required for enforcement.'”
While FNF’s case unfolds, businesses, real estate professionals, including attorneys, should
be aware of the new obligations they will have starting December 1, 2025. For example, businesses
and real estate professionals should establish internal policies as to who is responsible for reporting

and ensure records are maintained for at least five years.?’
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