
A signed purchase contract can create enforceable promises, but it does not normally 
complete the transfer of ownership by itself. Between contract and ownership lies a 
careful process in which the property’s title is examined, old debts are cleared, loan 
funds are prepared, closing figures are balanced, documents are signed, and the deed is 
delivered and recorded. Closing is the event at which the parties perform the final 
obligations required to complete the transaction, while settlement is the broader process 
of collecting funds, signing documents, paying charges, satisfying liens, and distributing 
money. The terms are often used as though they mean the same thing, although local 
practice may place slightly different meaning on them. A transaction can appear finished 
when everyone signs, yet ownership, funding, possession, and recording may occur at 
slightly different moments. Understanding these moments prevents the closing table 
from feeling like a pile of papers followed by an unexplained set of keys. 

The person or company coordinating the closing depends heavily on the state and the 
type of transaction. A title company may examine title, issue title insurance, hold funds, 
prepare settlement figures, obtain signatures, and record documents. An escrow 
company may act as a neutral holder of money and documents until the parties satisfy 
written conditions. In some states, attorneys conduct or supervise important portions of 
real estate closings, while other states rely more heavily on title and escrow 
professionals. A lender handles the mortgage approval and loan documents but does not 
replace the closing professional’s responsibility for settlement. Real estate agents help 
coordinate the transaction, although they do not ordinarily control title decisions, loan 
approval, legal interpretation, or the release of funds. 

Title and deed describe related but different ideas. Title is the collection of legal rights 
that establishes ownership of the property, while a deed is the written instrument used to 
transfer an ownership interest from one party to another. A person can possess a deed 
document without having good title if the deed was forged, signed by someone without 
authority, or affected by an earlier ownership claim. Likewise, a person may have 
inherited title through law before a new deed has been recorded to clarify the public 
record. The deed is evidence and a transfer instrument, while title is the legal ownership 
interest itself. This is why receiving a document labeled “deed” is not enough without 
examining the ownership history and conditions affecting the property. 

A title search is an examination of public records to determine the property’s ownership 
history and identify recorded claims, restrictions, and defects. The chain of title is the 
sequence of past ownership transfers connecting the present owner to earlier owners. 
Each transfer should connect logically, like links in a chain, without unexplained gaps or 
conflicting deeds. The search may examine deeds, mortgages, tax records, judgments, 
divorces, probate files, liens, easements, restrictions, foreclosures, and other recorded 
documents. A break in the chain may indicate that an heir, former spouse, business 
partner, creditor, or another person still has a possible interest. The purpose is not 
merely to learn who owned the property but to determine what rights the seller can safely 
transfer. 



An abstract of title is a condensed history of recorded matters affecting the property, 
while a title report or title commitment describes the title insurer’s findings and 
conditions for issuing insurance. A title commitment is not the final insurance policy and 
should not be treated as a guarantee that every listed problem has already been solved. It 
generally identifies the proposed insured parties, property, policy amounts, requirements 
that must be completed, and exceptions that will remain outside coverage. A requirement 
is something that must be satisfied before the policy is issued, such as paying an 
existing mortgage or obtaining a missing deed. An exception is a matter the policy will 
not insure against, such as a recorded easement, restriction, current-year tax, survey 
issue, or another identified condition. Buyers should read the exceptions because the 
property can close successfully while remaining subject to important limitations. 

Marketable title generally means title that is reasonably free from serious doubt and 
unacceptable claims, allowing a prudent buyer to accept it without expecting litigation. 
Insurable title means a title company is willing to issue a policy under specified 
conditions and exceptions. The two ideas overlap, but they are not always identical 
because a title company may insure over a risk that a buyer still considers undesirable. A 
recorded access easement may be fully insurable while allowing another person to drive 
across an important part of the land. A restrictive covenant may be clearly disclosed and 
insured as an exception while preventing the buyer’s planned construction. Title 
approval must therefore consider both ownership security and the buyer’s intended use. 

An encumbrance is a claim, restriction, or right affecting property without necessarily 
preventing its transfer. Mortgages, liens, easements, leases, deed restrictions, mineral 
rights, and encroachments can all burden or limit the ownership interest in different 
ways. A lien is a claim against property used to secure payment of a debt or obligation. 
Some liens are voluntarily created, such as a mortgage, while others arise through taxes, 
court judgments, association assessments, construction work, or law. A lien does not 
always mean the owner must immediately leave the property, but it may interfere with 
sale or refinancing until it is satisfied, released, insured over, or otherwise resolved. The 
buyer needs to know which encumbrances will be removed and which will continue after 
closing. 

A mortgage or deed of trust from the seller’s existing loan normally must be paid and 
released during the sale. A payoff statement is the lender’s written calculation of the 
amount required to satisfy the loan through a particular date. This amount is usually 
higher than the unpaid principal shown on the seller’s last statement because interest, 
fees, advances, and recording costs may be included. After payment, the lender should 
provide or record a satisfaction, release, or reconveyance showing that its security 
interest has ended. A stale mortgage is an old loan that appears in the records even 
though the owner believes it was paid long ago. Missing releases can delay a sale 
because belief and memory do not clear the public record. 

Property-tax liens can receive strong priority under state law, meaning they may be paid 
before many other claims against the property. Judgment liens may attach because a 



court entered a monetary judgment against an owner, depending on the law and how the 
judgment was recorded. A mechanic’s lien may arise from unpaid labor, materials, or 
construction services supplied to improve property. Homeowners’ or condominium 
association liens can result from unpaid assessments, charges, or other enforceable 
obligations. Municipal liens may involve utilities, code enforcement, demolition, or local 
services. The closing professional investigates these possibilities because a buyer 
should not unknowingly pay full price for property carrying another person’s unpaid 
obligations. 

A cloud on title is a possible claim, inconsistency, error, or document that creates doubt 
about ownership. The cloud might involve a misspelled name, incorrect legal description, 
missing signature, unreleased mortgage, forged deed, unknown heir, defective probate, 
boundary conflict, or improperly authorized company transfer. Curative work is the 
process of correcting or resolving these problems before closing. A corrective deed may 
fix a prior deed, while an affidavit may explain identity, marital history, possession, or 
another fact under the applicable rules. A quiet-title action is a court proceeding used to 
determine ownership and remove competing claims when simpler correction is 
unavailable. Curative work can take days, months, or longer, which is why title should be 
ordered early. 

A title search depends mostly on records, while a survey examines the property’s 
physical and boundary relationships. The survey may reveal that a garage crosses a 
property line, a driveway uses neighboring land, a fence fails to match the deed 
boundary, or a utility easement runs beneath the proposed addition. An encroachment is 
the physical intrusion of an improvement across a boundary or protected area. Survey 
coverage is a form of title-insurance protection that may address certain matters 
discoverable through an acceptable survey, subject to the policy and endorsements. An 
endorsement is an addition modifying or expanding the standard policy under stated 
conditions. A buyer should not assume that a title search, survey, appraisal, and 
inspection examine the same risks because each serves a different purpose. 

Title insurance protects against specified title problems arising from events that 
generally existed before the policy date, even when the problem is discovered later. This 
makes it different from homeowners insurance, which generally addresses certain future 
physical losses such as fire, wind, theft, or liability claims. Title insurance may address 
covered ownership disputes, undisclosed liens, document defects, fraud, forgery, or 
other covered risks, depending on the policy. It may provide legal defense when a 
covered claim attacks the insured title and may pay a covered loss up to the policy’s 
limits. The premium is commonly paid once at closing rather than every month. Coverage 
still depends on the policy language, exceptions, exclusions, conditions, and amount. 

An owner’s title policy protects the buyer’s ownership interest, while a lender’s title 
policy protects the mortgage lender’s security interest. Buying a lender’s policy does not 
mean the buyer personally has equivalent protection because the lender is the insured 
party under that policy. The lender commonly requires its own policy when making a 



mortgage loan, while the owner’s policy may be optional under the transaction and local 
practice. The owner’s coverage amount is often connected to the purchase price, while 
the lender’s protection is connected to the loan. If an ownership claim causes a loss, the 
lender and owner can have different interests and different policy rights. The American 
Land Title Association explains this distinction between owner and lender title policies. 

Title insurance does not insure every disappointment connected with the property. 
Matters created after the policy date, defects known to the insured but not disclosed, 
government land-use regulations, certain environmental conditions, and listed 
exceptions may fall outside standard coverage. A title policy does not guarantee that the 
roof is sound, the home appraised correctly, the neighborhood will remain desirable, or 
the zoning permits the buyer’s plans. It also does not replace a survey, inspection, 
environmental assessment, or legal review. An extended policy or endorsement may add 
particular protection, but added coverage must be identified rather than assumed. The 
safest question is not whether the buyer “has title insurance,” but what risks the actual 
policy covers and excludes. 

A title claim arises when someone asserts a right or defect that may fall within the policy. 
The insured should notify the title insurer promptly and provide the deed, policy, 
demand, lawsuit, or other information connected with the claim. The insurer may 
investigate, defend the title, negotiate with the claimant, cure the defect, or pay a covered 
loss according to the policy. The buyer should preserve the final policy because the 
earlier title commitment is not the same document. The policy number, insured name, 
legal description, coverage amount, exceptions, and endorsements should all be 
reviewed. Years later, the ability to locate this document can determine how quickly a 
serious ownership problem is addressed. 

The gap period is the time between the final title search and the recording of the buyer’s 
deed and lender’s security instrument. A judgment, lien, bankruptcy, deed, or another 
document could theoretically enter the public record during that interval. Gap coverage 
addresses specified risks arising during this period when the title insurer is willing to 
provide it under applicable terms. Closing professionals may update the title search 
shortly before funding and record documents promptly to reduce exposure. The buyer 
should not create new title or credit problems during the closing period by making 
unauthorized ownership changes or ignoring lender instructions. The transaction is not 
safely complete merely because everyone has left the signing appointment. 

Escrow is an arrangement in which a neutral party holds money, documents, or other 
property until stated conditions are satisfied. The escrow holder follows written 
instructions rather than deciding which party deserves a better deal. During the contract 
period, earnest money may remain in escrow while inspections, financing, appraisal, title, 
and other conditions are addressed. Near closing, the buyer’s funds, lender’s loan 
proceeds, seller’s deed, payoff information, and signed documents come together 
through the settlement process. The escrow holder verifies that required items have been 
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received and disburses funds according to the instructions and final figures. Neutrality 
does not mean the escrow officer represents both parties as a personal legal advocate. 

An escrow account used during closing is different from a mortgage escrow account 
used after closing. Transaction escrow holds funds temporarily to complete the sale. 
Mortgage escrow, sometimes called an impound account, collects part of the borrower’s 
estimated property taxes and insurance with each monthly mortgage payment. The loan 
servicer later uses that money to pay the bills when due. An escrow shortage occurs 
when the account contains less than the projected amount needed, often because taxes 
or insurance increased. The word escrow therefore describes a holding arrangement, but 
its purpose depends on the stage of ownership. 

Good funds are funds accepted under legal and closing requirements because they are 
considered collected, verified, and available for disbursement. A personal check may not 
qualify for a large final payment because it can be returned before fully clearing. A wire 
transfer, cashier’s check, or another approved method may be required, but local rules 
and the closing agent’s instructions control. The buyer should confirm the exact amount 
and acceptable payment method before closing day. Arriving with the wrong type of 
funds can delay signing, funding, recording, and possession. Large last-minute transfers 
also require careful fraud protection. 

Wire fraud has become one of the most dangerous closing risks because criminals can 
imitate agents, lenders, attorneys, title companies, buyers, and sellers through 
convincing email messages. Business email compromise occurs when a criminal uses a 
stolen or deceptive email account to send what appears to be a legitimate payment 
instruction. A buyer may receive false wiring instructions containing the correct property 
address, closing date, names, and amount because the criminal has observed earlier 
communications. Wiring instructions should be verified through a trusted telephone 
number obtained independently, not through the number contained in the suspicious 
message. Last-minute changes should be treated cautiously, especially when 
accompanied by urgency or secrecy. The FBI describes business email compromiseas 
one of the most financially damaging online frauds. 

The Closing Disclosure is the federal form used in many consumer mortgage 
transactions to present final loan terms and closing costs. It shows the loan amount, 
interest rate, projected payments, closing costs, cash needed, and important loan 
features. For covered mortgage transactions, the lender must generally ensure that the 
borrower receives the initial Closing Disclosure at least three business days before 
consummation. Consummation is the point at which the consumer becomes legally 
obligated on the loan under applicable law, which may not be identical to recording or 
receiving keys. The review period allows the borrower to compare the final terms with the 
earlier Loan Estimate and question unexpected changes. The Consumer Financial 
Protection Bureau provides a detailed Closing Disclosure explainer. 
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Not every change to a Closing Disclosure creates a new three-business-day waiting 
period. Under the federal framework, a new waiting period is generally required when 
specified major changes occur, such as certain inaccurate annual percentage rates, a 
change in the loan product, or the addition of a prepayment penalty. Many smaller 
corrections can be provided at or before consummation without restarting the entire 
period. The annual percentage rate, or APR, expresses certain borrowing costs as a 
yearly rate and is not identical to the note’s interest rate. A prepayment penalty is a 
charge imposed under stated conditions when the borrower pays the loan early. 
Borrowers should still ask about every correction even when the change does not delay 
closing. 

The Loan Estimate is the earlier mortgage document describing the proposed loan terms, 
projected payments, and estimated closing costs. Comparing it with the Closing 
Disclosure can reveal a changed interest rate, altered loan amount, added fee, missing 
credit, different insurance charge, or unexpected cash requirement. Cash to close is the 
amount the borrower must bring after accounting for the down payment, deposit, loan 
proceeds, seller credits, lender credits, prorations, and closing charges. This amount is 
different from the down payment because closing costs and adjustments can increase or 
reduce the final requirement. A buyer who saved only the down payment may be 
unprepared for prepaid taxes, insurance, lender reserves, title charges, and other 
settlement expenses. The final figure should be understood before money is wired. 

A debit is an amount charged to a party on the settlement statement, while a credit is an 
amount placed in that party’s favor. The purchase price appears as a debit to the buyer 
and a credit to the seller because the buyer owes it and the seller receives it. The buyer’s 
loan appears as a credit toward the buyer’s obligation, while the seller’s mortgage payoff 
appears as a debit reducing the seller’s proceeds. A seller concession may appear as a 
credit to the buyer and a debit to the seller. These accounting entries allow every dollar 
entering and leaving the transaction to be balanced. The statement should not be signed 
merely because the final number looks affordable; the individual charges and credits 
should make sense. 

Proration divides a recurring income or expense between buyer and seller according to 
the portion of the period each owns the property. Property taxes, rents, association dues, 
utilities, and similar items may be prorated as of the closing date. If taxes are paid in 
arrears, meaning after the period they cover, the seller may credit the buyer for the 
seller’s ownership period because the buyer will later receive the bill. If an expense was 
paid in advance, the buyer may reimburse the seller for the portion benefiting the buyer 
after closing. The proration may use a calendar-year, tax-year, 360-day, or actual-day 
method depending on the contract and local practice. Small differences in method can 
become significant in a large commercial transaction. 

Prepaid items are costs paid at closing for periods extending beyond closing, such as 
the first year of homeowners insurance or prepaid interest. Prepaid interest covers 
interest accruing between closing and the beginning of the regular payment cycle. Initial 



escrow deposits place money into the borrower’s mortgage escrow account for future 
taxes and insurance. Reserves are amounts a lender requires to demonstrate or maintain 
financial protection, and they may be different from escrowed tax and insurance funds. 
Discount points are upfront charges paid to obtain the loan terms described by the 
lender, while an origination charge compensates the lender for making or processing the 
loan. Similar-looking charges can serve different purposes, which is why every line 
should be understood. 

The seller must prove both identity and authority to transfer the property. An individual 
seller may need to provide identification, marital information, prior names, tax 
information, and affidavits concerning liens, possession, or judgments. A company may 
need organizational documents and a resolution showing who is authorized to sign. A 
trust may require the trust instrument or a certification identifying the trustee’s powers, 
while an estate may require court appointments and probate authority. A divorce, 
bankruptcy, death, guardianship, or power of attorney can change who must approve and 
sign. A contract signed by someone without legal authority cannot be cured merely by 
collecting the purchase price. 

The buyer also signs documents establishing payment and ownership obligations. The 
promissory note is the borrower’s written promise to repay the loan according to stated 
terms. The mortgage or deed of trust secures that promise with the real property, giving 
the lender rights against the property if the borrower defaults. The note creates the debt, 
while the mortgage or deed of trust creates the security interest. An adjustable-rate note 
allows the interest rate to change according to the loan terms, while a fixed-rate note 
keeps the stated rate unchanged. The borrower should not confuse the large number of 
signatures with a lack of choice, because unanswered concerns should be resolved 
before legal obligations are accepted. 

A deed identifies the grantor, meaning the person transferring the interest, and the 
grantee, meaning the person receiving it. It should contain an adequate legal description 
of the property and words showing an intent to transfer the interest. Consideration 
describes the value exchanged for the transfer, although deeds may use formal or limited 
wording rather than printing the full economic arrangement. Execution means signing 
the deed with the formalities required by law, which may include notarization, witnesses, 
or other conditions. Delivery means the grantor places the deed under the grantee’s 
control with the intent that it become effective. Acceptance means the grantee receives 
the transferred interest, although acceptance may sometimes be presumed when the 
transfer benefits the grantee. 

A general warranty deed commonly provides broad promises concerning title, potentially 
reaching defects arising before the grantor acquired the property. A special warranty 
deed generally limits the grantor’s promises to title problems created or allowed during 
the grantor’s ownership. A bargain-and-sale deed may imply that the grantor owns the 
property but can provide different or limited warranties depending on the jurisdiction. A 
grant deed is used in some states and carries assurances defined by that state’s law. The 



names and legal effects of deeds vary, so the title printed at the top should not be 
interpreted through a nationwide definition. The actual statutory language, covenants, 
and local law determine what has been promised. 

A quitclaim deed transfers whatever interest the grantor may have without promising that 
the grantor owns anything. If the grantor owns the entire property, the deed may transfer 
that interest, but if the grantor owns nothing, the grantee may receive nothing. Quitclaim 
deeds can be useful for correcting names, releasing possible marital interests, resolving 
uncertain claims, or transferring property between related parties. They are not automatic 
tools for erasing mortgages, tax obligations, judgments, or loan liability. Removing a 
person from title does not necessarily remove that person from the promissory note. A 
deed changes an ownership interest, while release from debt requires the lender’s 
separate agreement or satisfaction of the loan. 

Deed ownership should be planned before the grantee’s name is inserted because the 
form of ownership affects control, inheritance, creditor exposure, and transfer rights. 
Sole ownership places title in one owner, while concurrent ownership divides rights 
among two or more owners. Joint tenancy, tenancy in common, tenancy by the entirety, 
community property, trust ownership, and entity ownership carry different consequences 
under state law. An LLC may offer organizational or liability advantages but can create 
financing, insurance, tax, or transfer issues if used without planning. A trust may assist 
estate planning but must be correctly formed, funded, and accepted by the lender or 
insurer where required. The closing professional should not be expected to select an 
ownership structure without the buyer understanding its legal and tax effects. 

Recording places the deed, mortgage, and other eligible documents into the public land 
records maintained by the appropriate government office. Constructive notice means the 
law may treat later parties as having notice of properly recorded matters even when they 
did not personally read them. Recording protects the buyer against later conflicting 
claims by creating a public record of the transfer. States use different priority systems 
commonly described as race, notice, or race-notice rules. These systems determine how 
competing unrecorded or later-recorded claims are treated. The safest practical lesson is 
that prompt, accurate recording matters because an unrecorded deed can leave the 
buyer exposed to creditors, later purchasers, and title confusion. 

Recording does not prove that every statement in a document is true. A forged deed may 
be placed in the records, an incorrect legal description may be copied repeatedly, or 
someone without authority may sign. The recorder generally examines whether a 
document meets recording requirements rather than conducting a complete trial of 
ownership. Indexing places the document under names, parcel information, or another 
searchable system. A recording error can make a valid document difficult to discover 
during a later search. Title examination and insurance remain important because the 
existence of public records does not eliminate fraud, human error, or conflicting claims. 



Transfer taxes are government charges imposed on certain real estate transfers, 
although their names and calculation vary. They may be called documentary stamp taxes, 
conveyance taxes, deed taxes, excise taxes, or transfer fees. Recording fees pay for 
placing documents into the official records, while intangible or mortgage taxes may 
apply to certain secured debts in some jurisdictions. The contract and local custom may 
allocate these costs to the buyer, seller, or both, but custom does not override the written 
agreement or law. Association transfer charges, municipal certificates, courier fees, and 
other local costs may also appear. A low purchase price does not always produce a 
low-cost closing when several layers of charges apply. 

The final walk-through is the buyer’s last inspection of the property shortly before 
closing. It is not normally a new opportunity to renegotiate every feature or conduct the 
entire original inspection again. The purpose is to confirm that the property remains in 
the agreed condition, required repairs appear completed, included items remain, and no 
major new damage has occurred. The buyer should test or observe important agreed 
conditions rather than assuming an empty house must be acceptable. Discovering a 
problem does not automatically cancel the transaction, but it allows the parties and their 
professionals to determine the contractual remedy before money is released. Once 
closing occurs, leverage and available remedies may change. 

The closing itself may occur around a conference table, through separate appointments, 
by mail, through electronic signatures, or with remote online notarization where 
permitted. A wet closing generally involves signing, funding, and disbursement within 
the closing process, while a dry closing may involve a delay before funds or documents 
are released. These expressions are used differently across jurisdictions, so the parties 
should ask when the transaction will be funded, recorded, and considered complete. The 
seller signs transfer and payoff documents, while the buyer signs loan, ownership, and 
settlement documents. The closing professional confirms identification, signatures, 
funds, and required conditions. No party should leave without understanding when 
possession and keys are legally available. 

Disbursement is the payment of money from the settlement account after the closing 
conditions are satisfied. The closing agent may pay the seller’s mortgage, taxes, liens, 
commissions, title charges, recording fees, and other approved expenses before 
releasing the seller’s net proceeds. Net proceeds are the amount the seller receives after 
subtracting debts, costs, credits, and adjustments from the sale price. The buyer’s funds 
and lender’s proceeds must balance with every payment shown on the settlement 
statement. If figures do not balance, the closing should not be forced through by 
inventing an unexplained adjustment. A balanced closing shows where every dollar came 
from and where every dollar went. 

Possession describes the right to occupy and control the property, and it does not 
always transfer at the moment of signing. The contract may provide possession at 
closing, after recording, later that day, or after a temporary seller occupancy. A 
post-closing occupancy agreement allows the seller to remain for a stated period under 



written conditions addressing payment, deposit, damage, insurance, utilities, and 
surrender. This arrangement can help a seller move, but it also turns the new owner into 
a temporary housing provider carrying additional risk. Keys, codes, garage controls, 
access cards, mailbox keys, and security information should be transferred according to 
the possession terms. Entering early without authorization can create insurance, liability, 
and contract problems. 

After closing, the buyer should receive or later obtain the recorded deed, final owner’s 
title policy, survey, closing disclosure or settlement statement, loan documents, 
inspection records, warranties, and other permanent records. The recorded original may 
be returned electronically or by mail after the government office completes processing. 
Deed solicitations sometimes arrive offering expensive copies of public records, even 
though an official copy may be available from the recorder for a modest fee. The buyer 
should verify that property-tax and insurance records reflect the correct ownership and 
mailing address. Utilities, association contacts, access systems, maintenance schedules, 
and emergency shutoffs should be organized immediately. Ownership begins with legal 
transfer, but responsible control begins with preserving documents and understanding 
the property. 

The first mortgage payment may not be due during the month immediately following 
closing because prepaid interest and the lender’s payment schedule affect timing. The 
borrower should confirm the servicer, payment address, due date, and method through 
trusted loan documents rather than responding to an unverified letter. Loan servicing can 
be transferred, meaning another company becomes responsible for collecting payments 
and managing the account. A servicing transfer does not erase the debt or automatically 
change the loan terms. Tax and insurance notices should still be reviewed even when the 
lender maintains escrow because owners remain interested in whether bills are correct 
and paid. Automatic payment does not remove the need to read account statements. 

Commercial closings use the same foundation but often involve additional layers of 
investigation and transfer. The buyer may require tenant estoppel certificates confirming 
leases, rents, deposits, options, and disputes. Leases, security deposits, service 
contracts, warranties, permits, plans, and property records may be assigned to the buyer 
through separate documents. A bill of sale transfers specified personal property, while 
an assignment transfers rights under leases or contracts. A tenant notice tells occupants 
where future rent should be paid and who now manages the property. Prorations can 
become complex when rents, expense reimbursements, percentage rent, taxes, and 
operating costs must be divided across a large property. 

Entity documents receive close attention in commercial transactions because the buyer 
and seller may be LLCs, corporations, partnerships, trusts, or investment funds. The 
closing team examines formation records, operating agreements, partnership 
agreements, resolutions, certificates, good-standing status, and signing authority. 
Beneficial ownership refers to the people who ultimately own or control an entity even 
when the entity’s name appears on the deed. Lenders, title companies, and financial 



institutions may request detailed identity and ownership information for fraud 
prevention, sanctions compliance, and other legal obligations. Refusing to provide 
required information can stop a closing even when the purchase price is available. 
Privacy does not eliminate the need to establish lawful identity and authority. 

Federal reporting in this area has been changing, which shows why closing 
professionals must verify the current rule rather than relying on an old checklist. A 
federal Residential Real Estate Rule had been scheduled to require reports for certain 
non-financed residential transfers to entities or trusts beginning March 1, 2026. On March 
19, 2026, a federal court vacated that rule, and FinCEN currently states that reporting 
persons are not required to file those reports while the court order remains in effect; the 
government has appealed. Other identification, lender, sanctions, tax, and recordkeeping 
requirements may still apply independently. FinCEN maintains the current status on its 
Residential Real Estate Rule reference page, making current verification essential 
whenever a cash entity or trust transaction raises the issue. 

Closing can be delayed when title defects remain, lender conditions are incomplete, 
insurance is unavailable, funds arrive late, the appraisal has not been accepted, repairs 
are unfinished, or documents contain errors. A delayed closing is not automatically a 
contract cancellation because the agreement determines whether time is strictly 
essential, whether notice and cure are required, and what remedies apply. Default occurs 
when a party fails to perform a contractual obligation without a valid excuse under the 
agreement. The nondefaulting party may have rights involving the deposit, damages, 
termination, forced performance, or another remedy, but those rights depend on law and 
contract. Agents and closing professionals coordinate facts, while attorneys should 
address serious legal disputes. The worst moment to improvise legal consequences is 
after one party announces that closing will not occur. 

A completed transaction can be followed through one ordinary example. A buyer signs a 
contract for a $400,000 home, deposits earnest money into escrow, applies for financing, 
completes inspections, and waits while the title company searches the records. The 
search discovers the seller’s mortgage, a small association balance, and an old judgment 
belonging to a different person with a similar name. The seller obtains the mortgage 
payoff and association statement, while an identity affidavit helps establish that the 
judgment does not belong to the seller. The lender sends the Closing Disclosure for 
review, the buyer verifies the wire instructions independently, and the parties sign the 
deed, note, mortgage, affidavits, and settlement documents. The closing agent pays the 
seller’s obligations, records the new deed and mortgage, releases the remaining 
proceeds, and later issues the final title policies. 

What looks like a single closing day is actually the final result of many separate 
protections working together. The title search examines recorded ownership, curative 
work resolves defects, title insurance addresses covered historical risks, escrow 
protects money and documents, disclosures explain financing, the deed transfers the 
ownership interest, and recording announces that transfer to the public. None of these 
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steps makes care unnecessary because fraud, incorrect assumptions, unreviewed 
exceptions, and rushed signatures can still cause loss. Closing should feel orderly rather 
than mysterious because every document has a purpose connected to ownership, debt, 
payment, or public notice.  

 


