
 
Key Takeaways from the New Anti-Money Laundering Act 

On January 1, 2021 Congress, in a bipartisan effort overriding presidential veto, passed the most 
comprehensive legislative reform aimed at countering terrorism and combating money laundering 
in over twenty years, creating new criminal and civil penalties, and for the first time, requiring 
certain businesses to disclose information about its ownership directly to the government. 

As part of the omnibus National Defense Authorization Act for Fiscal Year 2021i, the Anti-Money 
Laundering Act of 2020 (“AMLA”) is a broad update to the original Bank Secrecy Act of 1970 
(“BSA”), which created recordkeeping and reporting requirements for financial institutions and 
individuals, and to the Money Laundering Control Act of 1986 (“AML”) which made money 
laundering a federal crime. These sets of laws, along with their subsequent updates, were enacted 
with the purpose of identifying and tracking currency movement within, in, and out of the United 
States to combat primarily terrorism and narcotics trafficking.  The last significant update to the 
body of AML/BSA laws were last issued as part of the USA Patriot Act of 2001, which was 
enacted as a result of 9/11. The AMLA took effect January 2, 2021. 

Money laundering refers to the process by which currency which was obtained through illegal 
means (“dirty” money) is made to appear legal (“clean”). Typically, money laundering involves 
three steps: (1) placement of illegal funds into the financial system, (2) layering, whereby illegal 
funds are separated from their criminal origin often through series of financial transactions, and 
finally (3) integration, achieved through additional transactions until the “dirty” funds appear 
“clean.”  

The purpose of the expanded AMLA, according to Senator Doug Jones (D-AL), is to improve 
transparency, and provide further tools to law enforcement and financial institutions to address 
money laundering and terrorist financingii. Senator Jones joined Senator Mark Warner (D-VA) 
and Senator Mike Rounds (R-SD) in introducing the Improving Laundering Laws and Increasing 
Comprehensive Information Tracking on Criminal Activity in Shell Holdings (“ILLICIT CASH”) 
Act, the language of which was partially included as part of the AMLA.  

The AMLA contains a number of significant provisions, such as creating broader subpoena power 
of over foreign banks, creates new crimes and penalties, expands the scope of the BSA, makes 
changes to BSA/AML program requirements for financial institutions, allows domestic financial 
institutions to share Suspicious Activity Reports with foreign branches, and creates a brand new 
AML whistleblower regime. 

Traditionally, and under the previous frameworks, financial institutions bore the most significant 
burden of compliance with AML and Counter-Financing Terrorism laws. The AMLA does expand 
compliance requirements for these institutions, but, more dramatically, the Act goes further in 
extending the onus of compliance on certain types of businesses as well. 



Previously, only banks and other financial institutions had the burden of reporting suspicious 
activity and other account and individual data to the Financial Crimes Enforcement Network 
(“FinCEN”), a bureau under the U.S. Department of the Treasuryiii. Broadly, financial institutions 
covered by BSA/AML laws were required to report cash transactions exceeding $10,000, and to 
enact comprehensive “customer due diligence” (“CDD”) requirements, whereby they were 
charged with establishing and maintaining written policies and procedures to identify and verify 
customer identities, on an ongoing basis, develop customer risk profiles, and conduct ongoing 
monitoring to identify and report suspicious activity that might suggest money laundering, tax 
evasion, or other criminal activities.  

As part of the CDD requirements, banks were also mandated to identify and verify the identify of 
any beneficial owners of companies opening accounts with their institution.  

The new AMLA creates a federal beneficial ownership registry, contained in the Corporate 
Transparency Act (“CTA”)iv which requires that certain domestic and international corporations 
and limited liability companies disclose their own beneficial owners directly to FinCEN. The 
reporting entity must provide each beneficial owner’s full legal name, date of birth, current 
residential or business address, and the number of an acceptable identifying document (such as a 
driver’s license or passport).  

However, there are many exemptions to this requirement, so careful attention to what entities are 
covered and what entities are not covered is essential.  

A “reporting company” as defined by the CTA, which are subject to the new reporting 
requirements, is a corporation, limited liability company, or similar entity that is either (a) created 
by a filing with the secretary of state, or  (b) formed under foreign law and registered to do business 
in the U.S. by a filing with the secretary of state. 

A “beneficial owner” is an “entity or individual who (directly or indirectly) exercises substantial 
control over the entity or who owns or controls 25% or more of the entity’s ownership interest.”v 
The CTA does not define “substantial control.”  Additionally, the CTA creates a requirement that 
each reporting company disclose information about each applicant who files the application to 
form the reporting company.  

Because the CTA’s reporting requirements are intended to hone in on shell companies operating 
for illegal purposes, it does list a variety of exempt entities which it considers to be lower risk 
either by their nature or because they are already required to file relevant information publicly or 
with other reporting agencies like the Securities Exchange Commission. These exemptions 
include: 

(1) banks, credit unions, and bank holding companies; 
(2) federal, tribal, or state owned companies, 
(3) insurance companies,  
(4) broker-dealers,  
(5) certain investment funds,  
(6) charities,  



(7) trusts, 
(8) partnerships, 
(9) sole proprietorships, 
(10) pooled investment vehicles which are advised or operated by banks or registered 

investment advisors; 
(11) publicly traded companies or issuers, 
(12) entities that are owned or controlled, whether directly or indirectly, by most categories 

of exempt entities; and,  
(13) any entity that employs more than 20 employees, that filed federal income tax returns 

in the previous year demonstrating more than $5,000,000 in gross receipts or sales 
(aggregating income of parent and subsidiary entities) and that has an operating 
presence at a physical office within the United States. 

It’s important to note that FinCEN’s beneficial ownership database will not be publicly available, 
but can be shared by FinCEN with law enforcement agencies, including foreign agencies, as well 
as with financial institutions to assist them in complying with their own CDD requirements. 

Violations of the CTA carry civil penalties of $500 each day a violation has not been remedied, or 
criminal penalties of up to $10,000 and up to two years prison time for individuals who 
intentionally submit incorrect or fraudulent beneficial ownership information, or knowingly fail to 
provide comprehensive or updated beneficial ownership information. 

Additionally, the AMLA also creates two new criminal offenses: (1) knowingly concealing, 
falsifying, or misrepresenting a material fact from or to a financial institution concerning 
ownership or control of assets by a senior foreign political figure involved in a monetary 
transaction that is $1,000,000 or more, and (2) knowingly concealing, falsifying, or 
misrepresenting a material fact from or to a financial institution concerning the source of funds in 
a transaction that violates a prohibition on opening or maintaining a correspondent or payable 
through account and that involves an entity which has been found to be a primary money 
laundering concern under the 31. U.S. Code § 5318A.  

The scope of what entities will be subject to these reporting requirements, and the latitude of what 
individuals are covered under the definition of “substantial control” for beneficial ownership, 
remains uncertain until FinCEN issues guidance governing this process and its requirements.  

However, now may be a good time to begin reviewing entity structures and ownership to determine 
whether reporting might be required under the new regulations.  

 

 
1) Public Law No.: 116-283. 
2) See Warner’s December 3, 2020 press release: 
https://www.warner.senate.gov/public/index.cfm/2020/12/warner-rounds-jones-applaud-inclusion-of-bipartisan-
anti-money-laundering-legislation-in-ndaa 
3) See 31 U.S.C. 310, the section of the U.S. Code which establishes FinCEN under the Department of the Treasury. 
4) Public Law No.: 116-283, §§ 6403. 
5) Public Law No.: 116-283, §§ 6403(a)(3)(A).  


