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« What is FInCEN?

« What is the Residential Real Estate Reporting Rule?
« What Transactions Are Reportable?

« What Will Be Required?

« How Will This Affect Closings?



What is FINnCEN?

 FINCEN, which stands for the Financial Crimes Enforcement

Network, is a bureau within the U.S. Department of the Treasury.
Think of it as the nation's primary guardian against financial crime.
Its mission is as follows:

- Safeguard the US financial system from illicit activity

« Counter money laundering and terrorism financing

 Promote national security through financial intelligence

« Collect, analyze, and disseminate financial transaction data

 FINCEN works behind the scenes to ensure that the financial system
you rely on every day remains safe and secure. For title agents,
escrow officers, and real estate attorneys using Qualia, FINCEN is a
key federal agency whose regulations directly impact the closing
process, particularly for all-cash transactions.



What is FINnCEN?

« FINCEN doesn't work directly with the public. Instead, it collaborates with financial
iNnstitutions as well as with law enforcement agencies at the federal, state, and
local levels.

e |[ts main functions are;

« Collecting Financial Information: FinCEN collects and maintains specific
types of financial reports from banks, credit unions, and other financial
INnstitutions across the country. This information gives them a high-level view
of financial activities.

- Analyzing Data: Highly trained analysts at FinCEN review this information to
identify potential criminal activity. They look for patterns and connections that
could signal money laundering or other illicit schemes.

« Sharing Intelligence: When FInCEN uncovers credible threats, it shares this
vital intelligence with law enforcement agencies. This information is often the
critical first step that helps investigators track down criminals and disrupt their
operations.
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0258 Federal Register ! Vol B8, No. 168/ Thursday, August 29, 2024/ Rules and Regulations

DEPARTMENT OF THE TREASURY
Financial Crimes Enforcement Netwark

31 CFR Chapter X

R 1506-ABS4

Anti-Money Laundering Regulations
for Residential Real Estate Transfers

AGEMCYT: Financial Crimes Enforcement
Metwark [FinCEN], Treasury.
acTion: Final rule.

suMmaRY: FinCEN is issuing a final rale
fo require cerlain persons involved in
meal estate closings and settlements to
submit reports and keep recards on
certain nan-financed transfers of
reaidential real property to specified
lJopgal entities and trusts on s nationwide
bgia, Transfors made divectly to an
individual are net covered by this rule
This rule describea th cireumstances in
which a report must e filed, who must
file & eport, what information must be
provided, and when a repart is due.
Thess reparts are expected 1o assist the
.8, Department of the Treasury, law
enforcement, and national security
agencies in addressing illicit inance
vulnarabilities in the LS. residential
peal astate aector, and to curtail the

ahil itiﬁ aof illicit actors to anonymously
Jnander illicit procesds threogh
transfers of residential real property,
which threatens 1S, sconamic and
mational security.

oaTES: Effective Decomber 1, 2025,
ADDRESSES: The FinCEN Regulatory
Suppart Section at 1-8I0-767-2825 ar
electronically at fre@fincen. gov.
SUPPLEMENTARY IMFORMATION:

L Executive Summary

Among the persons required by the
Bank Secrecy Act [BSA] 1o maintain
anti-money laundering and countering
the financing of tereoriam (AML/CFT)
programs are peraens invelved in real
eatate cloainge and settlements. "2 Far
many yoars, FInCEN hag exemsptod such
persans from comprehensive regulation
under the BSA. However, information
meceived in respanse to FinCEN's
peographic targeting orders relating te
non-financid transfers of msidential real
eatate [Resldential Real Estate GTOs)
has demonstrated the need for increased
transparency and further regulation of
this sectar. Furthermare, the U8,
Department of the Treasury (Treasury]

1101 af the AL Act, codifisd st 21
e the BEA'S requirement
N impleners AML

Burrerisl finuncing. This
FT peogrum’” i relerence in
N aonlEired in the BSA
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has long recognized the illicit finance
risks posed by criminals and corrupt
officials wha abuse opague legal entities
and trusts to launder ill-getten gains
thirough tranafers of residential mal
estate, This illicit use of the realdential
el estate market threatens LS
econcmibe and national security and can
digadvantage individuals and cmall
bussinedses that seek to compete fairly in
the 1.8, econamy,
lies this year, pursuant to the

BSA's autharity to impose AML
regulations an persons invalved in real
estate closings and settlements, FinCEN
pm&wml & BewW Feporting requinement
Under the proposed mle, eertain
peraons involved in real sstate closings
and settloments would be required 1o
pep0rt an certain transfors that Treasury
diwmss high risk for (llicit financial
activity—namely, non-financed
tranafers of residential real property to
lopal entities and trsts,

inCEM is now issuing a final mle
that adopts the propased rule with some
modifications. The final rule imposes a
strenmlinmd susplcions activity report
[SAR) filing requirement undeor which
reporting persans, as defimed, are
e 1o file & " Keal Estate Repor™
on certain non-financed transfers of
resbdential real property to legal entities
and truste, Transfers to individuals, as
wll ae cortain tranafors commmeonly used
in estabe planning, do not have to be
reparied. The reporting person for any
transfer is cne of a small number of
persons wha play specified roles in the
real estate closing and setlement, with
the specific individual determined
through a cascading approach, unless
superseded by an agreement among
persons in the reparting cascade. The
pepOrting peracm b roquired to identify
herself, the qual entity or trst to which
the residential real property Ls
transfarred. the beneficial ownerie) of
that transferes entity or transfores trus,
thi personls] transferring the residential
el property, and the property being
transferred. along with certain
transactional information shouwt the
transfer.

The final male adapts a reasonable
relinnce standard, allowing reporting
persons to rely on information obfained
from ather persons, absent knowledge of
facte that wauld messonably call inte
queietiom the reliability of that
infornsation, Far purpeses of reporting
beneficial ownership information in
particular, a reparting person may
reasonably rely on information ohtained
fromm a fransferes or the transferes’s
reprasentative Lf the accuracy of the
information is certified in writing to the
best of the information provider's cwn
knowledge.

FinCEM has sought to minimize
burdens on reporting persons 1o the
extent practicable without diminishing
the utility of the Real Estate Repart to
low enforcement and belivves the final
rule appropriately balances the
collection of information that is highly
useful to Treasury, law enforcement,
and national securkty agencies again
th burdens associated with collectin
that information, particularly on emal
businessas

IT. Backgrouwnd

A Addressing High-Risk Transfers of
Residenitial Real Estate

1. Authority To Require Reports From
Porsons Involvid in Real Extate Closings
and Settlements

The BSA is intended to combat
money laundering. the financing of
terporiem, and ethes Ulicit financial
activity.? The purposes of the BSA
inchede requiring financial institutions
to keep recards and file reparts that “ane
highly wseful in criminal, tax, or
regulatory investigations or
proceedings'” or in the conduct of
“intelligence ar counterintelligence
activities, including analysis, to protect
against international terroriem, ™ * The
Socretary of the Treasury [Secretary) has
delegated the suthority to implement,
administer, and enforcs compliance
with the BSA and its implementing
regulations to the Director of FinCEM.5

The BSA requires " financial
inetitutions" to establish an AMLICET
pragram, which must include, at a
minimum, “[A) the development of
internal policies, procedures, and
cantrele; (B] the designation of
complianee offices; (C) an ongolng
employes trakning [;lu_glem: and (I an
mdependent audit function to test
pragrams.” % The BSA also authorizes
the Secretary to require financial
institutions to report any suspicious
tranaaction relevant o g passille
wialation of law or megulation.” Among
the financial institutions subject 1o thess

3 5.4Cama)
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What is a RRER Rule?

 Residential Real Estate (RRE) Reporting
Rule requires settlement professionals to
rePort non-financed residential property
sales to legal entities and trusts.

 The new rule replaces the temporary
Geographic Targeting Orders (GTOs) with a
permanent, national standard designed to
INCrease tra.nSJanrenc and combat money
laundering in the real estate sector.

* For settlement professionals, this means
new responsibilities for identifying,
collecting, and reportm%transactlon
iInformation directly to the U.S. Treasury
Department.
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What Transactions are Reportable?

All FOUR Criteria Must Be Met

o Residential Real Property (1-4 family
structures)

Non-Financed Transfer (no qualifying
institutional lender)

Transferee Entity or Trust (not an
individual buyer)

No Exemption Applies (not
court-supervised, estate, etc.)



What Transactions are Reportable? - Residential

What is residential real property?

A property meets the definition of residential real
property if it is located in the United States and the

property is:
*  Real property containing a structure designed
principally for occupancy by one to four families;

* Land on which the transferee intends to build a
structure designed principally for occupancy by
one to four families;

* A unit designed principally for occupancy by one
to four families within a structure on land; or

. Shares in a cooperative th‘J_SiIlg corporation.



What Transactions are Reportable? - Non-financed

What is a non-financed transfer?

A non-financed transfer of residential real property
is a transfer that does not involve an extension of
credit to all transferees (the entity or entities buying
or receiving the property) that is both:

*  Secured by the transferred property; and

* Extended by a finanaal institution subject to anti-
money laundering (AML) program requirements
and Suspicious Activity Report (SAR) obligations.

Transfers that are financed by a lender without

an obligation to maintain an AML program and a
requirement to file SARs are treated under the rule as
non-financed transfers that must be reported if other
criteria making a transfer reportable are met.



What Transactions are Reportable? - Transfer
1i;"'-".hicl.l types of transfers do not meet the
x criteria for a reportable transfer?

The following transfers are excepted from the
definition of a reportable transfer.

Transfer =

any change in ownership of US
residential real property
demonstrated through a deed or,
for an interest in a cooperative
housing  corporation, through
stock, shares, membership, a
certificate, or other contractual
agreement evidencing ownership.

This definition includes purchases
of residential real property for any
amount, as well as transfers of
ownership for which no
consideration is exchanged, such
as a gift.

A transfer does not need to be reported if it meets
any of the following criteria.

It 1s a transfer that 1s a grant, transfer, or
revocation of an easement.

It results from the death of an individual, whether
pursuant to the terms of a will, the terms of a trust,
the operation of law, or by contractual provision.
It is incidental to divorce or dissolution of a
marriage or cvil union.

It is made to a bankruptcy estate.

It is supervised by a court in the United States.

It is for no consideration made by an individual,
either alone or with their spouse, to a trust of
which that individual, that individual’s spouse, or
both, are the settlors or grantors.

It is made to a qualified intermediary for the

purposes of a like-kind exchange (see Section 1031
of the Internal Revenue Code).

It does not have a reporting person.

Y, MELROSE



What Transactions are Reportable? - Entity or Trust
1"\'?1:1(21.1 types of eqtities do. not meet the
x criteria of a transferee entity?

The following regulated entities are excepted from
the definition of a transferee entity.

What is a transferee entity and
a transferee trust?

A transferee entity is defined as any person other
than a transferee trust or an individual. For example,
a transferee entity may be a corporation, partnership,
estate, assocation, or limited liability company.

Statutory trusts, which are trusts created or
authorized under the Uniform Statutory Trust Entity
Act or as enacted by a state, are also considered
transferee entities, rather than transferee trusts, for
the purposes of this reporting requirement. There
are 16 kinds of entities that are exempt from the
definition of a transferee entity.

A transferee trust is any legal arrangement created
when a grantor or settlor places assets under the
confrol of a trustee for the benefit

of one or more beneficiaries or for a specified
purpose, whether formed under the United States
or a foreign jurisdiction. A transferee trust also
includes legal arrangements that are similar to such
legal arrangements in either structure or function.
However, certain types of trusts are exempted from
the definition of a transferee trust.

Transfers to these types of entities do not need to
be reported.

o N e e w N

= e e e e e
Lo A N e =]

Securities reporting issuer
Governmental authority

Bank

Credit union

Depository institution holding company
Money services business

Broker or dealer in securities

Securities exchange or clearing agency
Other Exchange Act registered entity

. Insurance company

. State-licensed insurance producer

. Commodity Exchange Act registered entity
. Public utility

. Finandal market utility

. Registered investment company

. Subsidiary of an excepted entity

@ Which types of trusts do not meet the

x criteria of a transteree trust?
These following trusts are excepted from the
definition of a transferee trust. With the exception of

transfers to a statutory trust, transfers to these types
of trusts do not need to be reported.

1. Securities reporting issuer

2. Trusts that have a trustee that is a securities
reporting issuer

3. Statutory trust®

4. Subsidiary of an exempted trust

*Note: A statutory trust is treated as a transfereq
entity and, thus, may need to be reported.

MELROSE
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« Money-laundering occurs in
residential transactions that
helps:
 Terrorists
 Drug Lords

Entities and Trusts identification

INn land records do not disclose

who is the Beneficial Owner (the
What is the Purpose? person who controls the money)

unless a separate report is made

FINCEN wants to know the
iIndividual's name because then

« They can correlate to other data
to stop money-laundering

Hopefully, money-launderers quit
using the residential real estate

Mmarket
MELROSE




What Information is Required?

* Property Detalls

 Buyer
« Entity/Trust Details and Identification of
the Beneficial Owner including address,

— SSN, and/or Passport Number
[ « Banking Information, including Source of
_ Funds
= e Seller

* Individual's Information or if an entity or
trust, information about the entity or trust
and Beneficial Owner Information

REQUIRED: Buyer and Seller Collection of Information Forms.



Real Estate Report Version number: READ-O
OMB No. 1506-0080 e Date: 12/01/2025

Report Preparation & Submission Instructions:

Instructions . Complete the report in it entirety with all requsred information. Click Instructions for help.
Validate 2. Click Validate to ensure all éntered data is propérly formatted and that all required figlds are compléted.
Finalize . Click Finalize to sign with your FIN and lock the entries in the 1 in preparation for submission,
Click Edit Report to unlock and make edits as dherdl
Save Click Save to netasn 3 local copy of the repor [this can be done 3t any tme during réport pr

Print . (Optional] Click Print to print a ha

. Click Ready to File (activated after the report is finalized and saved locally) to begin the submission process.

* Filing name l

[0 e fincen directed back-filing
Date prepared |

3. Nete to FinCEN

<

B Q

=

JOR <)

¥ Ask Al Assistant Why is this information important?
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W Qualia

Orders

Both Sides

General

Basic Info

Contacts Calendar

Order TEST-FinCEN

ﬁ‘ Basic Info

Dates

ESTIMATED CLOSING DATE
03/02/2026

DISBURSEMENT DATE

03/02/2026

Closings

Amounts
PURCHASE PRICE

$500,000.00

Cash Only

Type
TRANSACTION TYPE

Purchase - Both Sides

ACCOUNTING MODE

Normal

Configuration

TEST-FinCEN

Lonnect Birchace

x

nting

Reports

CHANGE

CHANGE

Partners

FUNDING DATE

03/02/2026

LOAN AMOUNT

$0.00

REPRESENTING

N/A

Admin

SWITCH

Reporting
SOURCE OF BUSINESS

Buyer

STATUS SUMMARY

1099 Eligible

Settlement Team
SETTLEMENT AGENCY BRANCH

Knox

ORDER OPENER

LuAnn Hileman Crass Esq.

ASSISTANT

SIGNATORY

Erica L. Braund Esq.

Place of Closing
ADDRESS

151 Major Reynolds Place

FinCEN Reportable

ESCROW OFFICER

Dylan Daniel

ATTORMEYS

n Erica L. Braund Esq.

LuAnn Hileman Crass Esq.

POST-CLOSER

Mancy King

Sonya Lockmiller

APT, SUITE, ETC.

Ste 102

MELROSE

TITLE COMPANY



Fulfill FinCEN Info for Order #TEST-FInCEN Inban x

Y Dylan Daniel (Melrose Title Company. LLC) &

@ MELROSE * V Qualia

You Have a New Task for Your Closing
Your settlement agency has asked you to provide information
for their required FinCEM submission.

Task Fulfill FinCEN Info

Order Order STEST-FinCEN

Estimated Length 20 Minutes

Confimm Information

MELROS

TITLE COMPANY
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Purchase

New Order

Order #TEST-FinCEN

Inbox Documents Learn

@ You Have 1 Qutstanding Task

» Closing Status Request Update

Processing Closing Prep Estimated Closing Date Post-Closing Complete

Your order is On Track To Close

aD Melrose Title Company, LLC Share Access

MELROSE

TITLE COMPANY
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Purchase

New Order

Order #TEST-FinCEN

Inbox Do Activity

Tasks  All Tasks

0 of 1 tasks complete

FinCEN Required Information - Buyer
Sent Jan 21st

Your settlement agency has asked you to provide information for their required FinCEN submission.

Confirm Information

V Powered by Qualia Terms of Service  Privacy Policy

MELROSE

TITLE COMPANY


https://connect.qualia.com/orders/abZa2dMsnDo7HybZC/tasks
https://connect.qualia.com/orders/abZa2dMsnDo7HybZC/tasks

How Will This Affect Closing?

* Buyers and Sellers will have to submit information to our
office BEFORE CLOSING using their Qualia Connect portal.

* This process will require Buyers and Sellers to certify the
accuracy of the information in writing to Melrose.

» After closing, our office will handle the reporting to FINCEN.



Cascading Order

Settlement agent listed on settlement statement
Settlement statement preparer
Deed filer for recordation
. Owner's title insurance issuer
Who Must Report?
p . Greatest funds disburser
Title examiner

Deed preparer or legal instrument drafter

MELROSE

TITLE COMPANY




Designation Agreement for FinCEN Residential Real Estate Reports
Created pursuant to C.F.R. 1031.320(c)(4).

Date of Agreement:

Transferor Information

Full Legal Name

Street Address (No PO Box)

Transferee Information

Full Name of Entity or Trust

Street Address (Mo PO Box)

[Entity - Principal Place of
Business)

[Trust - Trustee’s Principal Place of
Business)

Information about the Property

Street Address:

Legal Description:

(Attach Addendum if needed)

Date of Closing:

Infoermation About Designated Reporting Person

MName:

Address:

Information About All Other Persons to Agreement

MName:

Acldress

Signature (Designated Reporting Person) Signature (All Other Persons)

(Add more as needed)



Will there be charges?

YES.

Like with most regulatory
changes, there are expenses to
Implement processes for
compliance.

The following charge will be
added to reportable transactions:

$200 FinCEN Reporting
Compliance Fee

MELROSE




Process Timeline

FinCEN Regulation Overview

Order Open

Day0

Feceive a new Purchase
& Sale Agreement with
buyer information and
begin work on the file

Determine
Reportability

Day 1-3

Review the buyer
information and
financing terms to make
ayes or no decision if
the file meets the
requirements.

Collect
Required Data

Day 3-15

Begin collecting the
required reporting
information from all
transferees, beneficial
owners, and transferors
of the property.

Closing

Day ~30

Confirm that all data has
been gathered and is
verified by all beneficial
owners to be accurate
prior to closing.

Reporting
Deadline

30-60 days after closing®

Manually complete the
reporting form on the
website using the data you
collected during closing

prep.

*Filing deadline countdown starts 30 days after closing

or the last day of the following month, whichever is later.




This is Required. No One
Wants to Go to Jail.

Mens Rea Fine or Penalty? Criminal?

Negligent? Not more than $1,394 per
violation; up to $108,489 for a
pattern

Willful? Criminal—up to $250,000 Yes, up to five years in prison
Civil—- Not more than the greater
amount involved in the

transaction (not to exceed
$278,937) or $69,733

MELROSE




How Can We Work Together
to Make this SMOOTHER?

Ask Your Buyers At
Contracting Whether an
Entity or Trust Will Be Used

Tell Us at Order Entry

If a Bu‘T[er Changes Their
Mind, Tell Us ASAP so Closing

is NOT Delayed
If Your Buyer is Hesitant

Required by Federal
Government — NOT title
company specific

Stopping Money-Laundering

Information Obtained is
Stored Securely

Have Them Speak to Us
About Our Process

MELROSE




FInCEN Real Estate Report Required?

/IFNF

FAMILY OF COMPANIES

f®®O0&

START

Is this a2 Residential
Transaction?

Certification from

Is there an exemption?

STOP Buyer of no-intent  / flosiseoibiia) is th
el o Y { NO, but is the Buyer (Transferee)
03132000} e NO ey Reporting NOT to build? File « Easement Buyer's i
Required documented? / « Transfer due to: death, Excluded? Trust Exemptions
-4 Famibes Structure {{B}{1) divorce, or dissolution Trust Exclude (1031.320(n)(T)):
t to Build 1-4 Families - o . Transfer to bankruptcy ¥ NO!
Structure (o)) estate Securities reporting issuer
fo)iidy 5 Court supervised transfer Trustee is a securities reporting issuer
. A Transfer for no . / Statutory Trust
{ consideration made by an Entity wholly owned by the above
i individual, either alone or
with the individual's
YES spouse, to a trust of which
that indivudal, that
individual's spouse, or
v NTITY OR & - YES!
£ uUST both of them , are the
TR settlor(s) or grantor(s)
5 1031 Exchange REPORTABLE
- Is the Bunr + Noreporting person
isthisa (Transferee) an B - TRANSFER
non-financed transfer? - YES o Individual, Entity, or
sty \ ’ STOP fication from Buyer?
£t Individual YES! Reporting NOT N ile documented about
Required applicable exemption?
NO,
NO Lender AML ;
PrOgra. STOP NO, but is the — "
Buyer’s
STOP Reporting NOT Entity YES! e
Required 5
Does the Lender Reporting NOT Excluded?
have an Anti-Money Required NO!
Laundering (AML)
Program?
POz 320/ Buyer (Transferree) Entity Exemptions
; 1031321
/" Centification from Seller? 0031-320(n 10N
File documented about
YES

applicable exemption?

Securities reporting issuer; governmental authority; bank; credit
union; depository institution; money service business; broker or deales.
IN securities, securities exchange or clearing agency: any other

y Exchange Act registered Entity; an insurance company; a state-
e licensed insurance producer; a Commodiity Exchange Act; a public
utility; a financial market utility; an investment company; any legal
STOP e entity controlled or wholly owned, directly or indirectly, by an entity
-
Fieporng NOT File documented?
ety T

descrbed in this list

Jlar issue. These guideline
0 determine

should not be construed as M/ .
el d H’H “ i l‘ ‘““ 07/11/2025 © 2025 FNF Family of Companies | National Agency Operations

MELROSE
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QUESTIONS?

If you would like a copy of the presentation,
scan the QR Code below.

MELROSE
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