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INCREASED REGULATORY AND LAW 
ENFORCEMENT SPOTLIGHT ON REAL 
ESTATE DEALS THAT POSE MONEY 
LAUNDERING RISKS 

On Wednesday, January 13, the Department of the Treasury’s Financial Crimes Enforcement Network 

(FinCEN) announced Geographic Targeting Orders (GTOs)1 designed to address growing concerns over 

the heightened risk of money laundering occurring in connection with all-cash purchases of luxury 

residential real estate properties.  The GTOs will temporarily require title insurance companies located in 

the United States to identify the beneficial owners—or natural persons—behind limited liability companies 

(LLCs), partnerships, and other legal entities used to pay all cash for high-end residential real estate.  The 

GTOs will apply to residential sales in Manhattan of at least $3 million and in Miami-Dade County of at 

least $1 million.2  They are set to take effect on March 1 and last through August 27, 2016. 

Announced as part of FinCEN’s initiative to combat money laundering in the real estate sector, the GTOs 

will reportedly affect billions of dollars in real estate transactions.3  In particular, FinCEN Director Jennifer 

Shasky Calvery stated that FinCEN was seeking to address the perceived information gap posed by all-

cash purchases (as opposed to those transactions involving mortgages where there are existing 

                                                      

1 FinCEN is a financial intelligence gathering and regulatory arm of the Department of the Treasury created to 

combat money laundering and promote national security.  The Director of FinCEN may issue an order imposing 

additional recordkeeping and reporting requirements on financial institutions or businesses in a geographic area, 

provided that reasonable grounds exist that such requirements are necessary to carry out the purposes, and 

prevent evasions, of the Bank Secrecy Act.  31 U.S.C. § 5326; 31 C.F.R. § 1010.370; Treasury Order 180-01. 

2 Press Release, Financial Crimes Enforcement Network, FinCEN Takes Aim at Real Estate Secrecy in Manhattan 

and Miami (Jan. 13, 2016), available at www.fincen.gov/news_room/nr/html/20160113.html.  It is not surprising 

that New York and Miami are the first cities where FinCEN has focused its efforts.  It has been reported that half 

of all residential transactions in New York and Miami are all-cash, nearly double the national average.  See 

Daren Blomquist, FHA Buyer Share of Home Sales at Two-Year High in Q2 2015 as All-Cash Buyer Share 

Drops to 82-Month Low in June, REALTYTRAC, Jul. 22, 2015, available at www.realtytrac.com/news/foreclosure-

trends/realtytrac-june-and-midyear-2015-u-s-home-sales-report. 

3 Louise Story, U.S. Will Track Secret Buyers of Luxury Real Estate, N.Y. TIMES, Jan. 14, 2016, at A1, available at 

www.nytimes.com/2016/01/14/us/us-will-track-secret-buyers-of-luxury-real-estate.html.  

http://www.fincen.gov/news_room/nr/html/20160113.html
http://www.realtytrac.com/news/foreclosure-trends/realtytrac-june-and-midyear-2015-u-s-home-sales-report
http://www.realtytrac.com/news/foreclosure-trends/realtytrac-june-and-midyear-2015-u-s-home-sales-report
http://www.nytimes.com/2016/01/14/us/us-will-track-secret-buyers-of-luxury-real-estate.html
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disclosure requirements) and “to understand the risk that corrupt foreign officials, or transnational 

criminals, may be using premium U.S. real estate to secretly invest millions in dirty money.”4   

Foreign-owned US real estate holdings have been the subject of increased scrutiny in recent years.  In 

2010, the Department of Justice (DOJ) launched its Kleptocracy Asset Recovery Initiative, which focused 

on preventing corrupt leaders from seeking safe haven for their stolen wealth in the United States.5  The 

initiative has led to high-profile forfeiture actions of US properties purchased by shell companies, 

including the seizure of a Manhattan condominium allegedly purchased with bribe proceeds from the 

former president of Taiwan, and a current investigation of Najib Razak, the prime minister of Malaysia, 

accused of stealing $700 million in government funds.  Similarly, in an unprecedented 2013 decision, a 

Manhattan federal judge authorized prosecutors to seize 650 Fifth Avenue as proceeds of money 

laundering.  The building is a prominent New York skyscraper that was owned by entities found to be a 

front for Bank Melli Iran, an institution wholly owned by the Iranian government.6 

Last year it was revealed through a series of articles in the New York Times that a number of purchases 

of multi-million dollar luxury apartments in Manhattan were made by individuals with connections to 

foreign corruption and other criminal activity.7  It was also reported that nearly half of the most expensive 

residential properties in the US (including in New York and Miami) are purchased anonymously through 

shell companies.  Following these reports, New York City Mayor Bill de Blasio’s administration imposed 

new disclosure requirements on LLCs and other entities buying or selling property in New York City.8  

These new rules were designed to identify owners of real estate who were evading city income taxes. 

Of course, LLCs in real estate transactions have a range of uses that are not sinister, including the 

obvious limitations on personal liability, beneficial tax treatment, investment and operational flexibility, and 

simple privacy.  But even though the vast majority of property sales are innocent, one of the classic ways 

to launder money is through the purchase of real estate in a manner that shields the identity of the 

ultimate owner.  Thus, greater resources have been and will be directed at investigations into luxury real 

estate sales involving shell companies.  

The recent initiative by FinCEN will allow the Treasury Department to share the information it gathers with 

federal law enforcement as part of a broader federal effort to increase the focus on money laundering in 

                                                      

4 Press Release, supra note 2. 

5 U.S. Dep’t of State, U.S. ASSET RECOVERY TOOLS & PROCEDURES: A PRACTICAL GUIDE FOR INTERNATIONAL 

COOPERATION, May 2012; available at www.state.gov/documents/organization/190690.pdf. 

6 In re 650 Fifth Avenue and Related Properties, Dkt. No. 865, No. 08 Civ. 10934 (KBF) (S.D.N.Y. Sept. 16, 2013).  

The decision that the property was subject to forfeiture as proceeds of money laundering is on appeal to the 

Second Circuit.  In re 650 Fifth Avenue and Related Properties, No. 14-2027 (2d Cir. 2014). 

7 Louise Story & Stephanie Saul, Stream of Foreign Wealth Flows to Elite New York Real Estate,  N.Y. TIMES, Feb. 

8, 2015, at A1, available at www.nytimes.com/2015/02/08/nyregion/stream-of-foreign-wealth-flows-to-time-

warner-condos.html. The full series of articles from the Times’ coverage of this issue is available at 

www.nytimes.com/news-event/shell-company-towers-of-secrecy-real-estate.  

8 Stephanie Saul, New Disclosure Rules for Shell Companies in New York Luxury Real Estate Sales, N.Y. TIMES, 

Jul. 21, 2015, at A23, available at www.nytimes.com/2015/07/21/nyregion/new-disclosure-rules-for-shell-

companies-in-new-york-luxury-real-estate-sales.html. The new rule changed the NYC-RPT Real Property 

Transfer Tax Form to require that all members of LLCs and other entities be identified.  The form is available at 

www1.nyc.gov/assets/finance/downloads/pdf/08pdf/nyc-rpt.pdf. 

http://www.state.gov/documents/organization/190690.pdf
http://www.nytimes.com/2015/02/08/nyregion/stream-of-foreign-wealth-flows-to-time-warner-condos.html
http://www.nytimes.com/2015/02/08/nyregion/stream-of-foreign-wealth-flows-to-time-warner-condos.html
http://www.nytimes.com/news-event/shell-company-towers-of-secrecy-real-estate
http://www.nytimes.com/2015/07/21/nyregion/new-disclosure-rules-for-shell-companies-in-new-york-luxury-real-estate-sales.html
http://www.nytimes.com/2015/07/21/nyregion/new-disclosure-rules-for-shell-companies-in-new-york-luxury-real-estate-sales.html
http://www1.nyc.gov/assets/finance/downloads/pdf/08pdf/nyc-rpt.pdf


Fried Frank Client Memorandum 

3 

 

real estate.9  Indeed, it was reported that the FBI recently created a new unit to assist the DOJ in 

investigating individuals involved in money laundering, particularly those involved in or hiding behind shell 

companies, including accountants, lawyers, and other individuals who establish the entities.   

It therefore appears increasingly probable that participants in the real estate industry—particularly those 

who deal in high-end real property—may find themselves involved in an investigation focused on money 

laundering.  This is most likely to be initiated through the receipt of a government subpoena for 

information.  It is advisable for companies to prepare for this possibility and designate a specific individual 

at the company, preferably counsel or compliance personnel, to spearhead efforts to respond to any 

subpoena.  Companies should follow best practices with regard to a subpoena response, including 

practices concerning document preservation and collection, the identification of all relevant custodians 

and sources of information, and consideration of confidentiality restrictions in third party agreements, 

among other issues. 

Conclusion 

It is now clear that the federal authorities are focused on investigating high-end real estate transactions 

involving the purchase of properties with cash through LLCs and other entities.  It is therefore to be 

expected that there will be an uptick in investigations in this area.  Once FinCEN’s GTOs are 

implemented, it will be interesting to see in the coming months how and whether the disclosure 

requirements will be extended temporally and to other jurisdictions, as well as whether they lead to actual 

cases. 

* * * 

Authors: 

Lisa H Bebchick 

Lawrence Gerschwer 

Janice Mac Avoy 

Samuel A. Mathias 

 

This memorandum is not intended to provide legal advice, and no legal or business decision should be 

based on its contents. If you have any questions about the contents of this memorandum, please call your 

regular Fried Frank contact or an attorney listed below: 

                                                      

9 Story, supra note 3. 
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Washington, D.C.   
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