
 

 ix 

Summary Table of Contents 

Getting Started 

Chapter 1: Introduction 

Chapter 2: Working with Your Originating Financial Institution 

Chapter 3: Using a Third-Party Service Provider 

Originating ACH Transactions 

Chapter 4: Understanding the ACH Transactions You Originate 

Chapter 5: Authorizations and Notice Requirements 

Chapter 6: Working with ACH Files 

Exception Situations 

Chapter 7: When Things Go Wrong 

Chapter 8: Correcting Information in an ACH Transaction 

Chapter 9: When Items Are Returned 

Risk, Compliance, and Audit 

Chapter 10: Controlling ACH Origination Risk 

Chapter 11: Using the ACH Rules Book 

Chapter 12: The Effect of Regulations on the Originator 

Chapter 13: The Annual ACH Audit 



Corporate Guide to ACH Essentials 

x 

Appendixes 

Appendix A: Glossary of Terms 

Appendix B: Resources 

Appendix C: Regional Payment Associations 

Appendix D: User Guide for Electronic Support Payments 

Appendix E: Status of State Electronic Funds Transfer (EFT) Programs 

Appendix F: Tax Payment Convention 

Appendix G: TXP Tax Type Code List 

 



 

 xi 

Contents 

About the Authors .........................................................................................................................  iii 
How to Use This Manual................................................................................................................. v 
Summary Table of Contents........................................................................................................... ix 

Getting Started 

Chapter 1 
Introduction 

Making an ACH Payment Happen .......................................................................................... 1 — 1 
Originators.......................................................................................................................... 1 — 1 

Corporate....................................................................................................................... 1 — 1 
Consumer ...................................................................................................................... 1 — 2 
Government................................................................................................................... 1 — 2 
Financial Institution ...................................................................................................... 1 — 2 

Originating Depository Financial Institutions.................................................................... 1 — 2 
Receiving Depository Financial Institutions ...................................................................... 1 — 3 
Receivers ............................................................................................................................ 1 — 3 

Corporate....................................................................................................................... 1 — 3 
Consumer ...................................................................................................................... 1 — 4 
Government................................................................................................................... 1 — 4 

ACH Operators................................................................................................................... 1 — 4 
Third-Party Service Providers............................................................................................ 1 — 5 

Origination of Entries ................................................................................................... 1 — 5 
Receipt of Entries.......................................................................................................... 1 — 6 

Opportunities to Participate and Learn.................................................................................... 1 — 6 
National Automated Clearing House Association.............................................................. 1 — 6 

Affiliate Membership.................................................................................................... 1 — 7 
Councils and Special Interest Groups ........................................................................... 1 — 8 
Rules Work Groups..................................................................................................... 1 — 11 

Regional Payment Associations ....................................................................................... 1 — 12 
Membership and Educational Opportunities............................................................... 1 — 12 

Essentials Recap .................................................................................................................... 1 — 12 
Exhibit 1.1: ACH Credit Transaction Flow Chart ...................................................... 1 — 15 



Corporate Guide to ACH Essentials 

xii 

Exhibit 1.2: ACH Debit Transaction Flow Chart........................................................ 1 — 17 
Exhibit 1.3: ACH Transaction via Third-Party Service Provider Flow Chart ............ 1 — 19 
Exhibit 1.4: ACH Transaction via Third-Party Sender Flow Chart............................ 1 — 20 

Chapter 2 
Working with Your Originating Financial Institution 

The Role of the Originating Financial Institution ................................................................... 2 — 1 
The ACH Origination Agreement ........................................................................................... 2 — 2 

Your Agreement with the ODFI......................................................................................... 2 — 2 
Financial Institution Perspective................................................................................... 2 — 7 
Corporate User Perspective........................................................................................... 2 — 7 

Protection for You and Your Financial Institution.................................................................. 2 — 7 
Why Exposure Limits Are Required .................................................................................. 2 — 8 
Setting Exposure Limits by Type of ACH Application ..................................................... 2 — 8 
Funding for ACH Credit Files Originated.......................................................................... 2 — 9 
Maintaining Balances for Returned Debit Entries ........................................................... 2 — 10 

Designating ODFI and Company Contacts ........................................................................... 2 — 11 
ODFI Contacts ................................................................................................................. 2 — 11 
Company Contacts ........................................................................................................... 2 — 11 

Essentials Recap .................................................................................................................... 2 — 11 
Exhibit 2.1: Model ODFI/Originator Agreement........................................................ 2 — 14 
Exhibit 2.2: Sample Completed ODFI/Originator Agreement.................................... 2 — 35 

Chapter 3 
Using a Third-Party Service Provider 

Originator, ODFI, Third-Party Service Provider Relationship................................................ 3 — 1 
Origination Scenario One................................................................................................... 3 — 1 
Origination Scenario Two .................................................................................................. 3 — 2 
Origination Scenario Three ................................................................................................ 3 — 2 
Originator ........................................................................................................................... 3 — 2 
Third-Party Service Provider ............................................................................................. 3 — 3 
Third-Party Sender ............................................................................................................. 3 — 3 

Agreements.............................................................................................................................. 3 — 3 
Third-Party Sender Liabilities............................................................................................ 3 — 7 

Settlement................................................................................................................................ 3 — 8 
Third-Party Service Provider As Vendor .............................................................................. 3 — 15 



Contents 

 

 xiii 

Essentials Recap .................................................................................................................... 3 — 16 
Exhibit 3.1: Sample Agreement Between Originator and Third-Party  
Service Provider.......................................................................................................... 3 — 19 

Originating ACH Transactions 

Chapter 4 
Understanding the ACH Transactions You Originate 

Types of ACH Transactions You Can Originate..................................................................... 4 — 1 
How ACH Transactions Are Differentiated....................................................................... 4 — 2 

Standard Entry Class Code ........................................................................................... 4 — 2 
Transaction Code .......................................................................................................... 4 — 2 
Debit or Credit Transaction Determination................................................................... 4 — 3 

ACH Applications ................................................................................................................... 4 — 3 
Direct Deposit .................................................................................................................... 4 — 3 
Direct Payment................................................................................................................... 4 — 4 
Cash Disbursement............................................................................................................. 4 — 4 
Cash Concentration ............................................................................................................ 4 — 5 
Corporate Payables............................................................................................................. 4 — 5 
Tax Payments ..................................................................................................................... 4 — 6 

Federal Tax Payments. .................................................................................................. 4 — 6 
State and Local Tax Payments. ..................................................................................... 4 — 7 

Child Support Payments..................................................................................................... 4 — 7 
Corporate Receivables ....................................................................................................... 4 — 8 
Corporate Transactions with Payment-Related Data Only ................................................ 4 — 9 
Electronic Check (E-Check) Applications ......................................................................... 4 — 9 

Checks Mailed to a Lockbox or Drop Box ................................................................... 4 — 9 
Checks at the Point of Purchase.................................................................................. 4 — 12 
Checks Presented at the Point of Purchase or at Manned Payment Facilities  
That Are Batched and Processed in the Back Office .................................................. 4 — 14 
Checks Returned for Insufficient or Uncollected Funds............................................. 4 — 17 

Consumer Debits Authorized Over the Telephone .......................................................... 4 — 19 
Consumer Debits Authorized Over the Internet............................................................... 4 — 20 
Nondomestic ACH Transactions...................................................................................... 4 — 20 
Nonaccount Origination Entries....................................................................................... 4 — 21 
Other Originated Transactions That May Affect Your Company.................................... 4 — 22 
Same Standard Entry Class (SEC) Code — Different Application ................................. 4 — 23 

Transaction Codes ................................................................................................................. 4 — 24 
Consequences of Using Improper Codes ......................................................................... 4 — 25 



Corporate Guide to ACH Essentials 

xiv 

Addenda Records .................................................................................................................. 4 — 25 
ACH Credit Transaction Flow Chart..................................................................................... 4 — 26 
ACH Debit Transaction Flow Chart...................................................................................... 4 — 27 
Third-Party Service Provider Flow Chart.............................................................................. 4 — 29 
Prenotification Transactions.................................................................................................. 4 — 30 

Why Use a Prenotification Transaction?.......................................................................... 4 — 30 
When to Use a Prenotification Transaction...................................................................... 4 — 30 
Timing of Origination of Prenotification Transactions.................................................... 4 — 31 
Identifying a Prenotification Transaction in the ACH Network ...................................... 4 — 31 
Electronic Federal Tax Payment System (EFTPS) Mandatory Prenotification  
Transactions ..................................................................................................................... 4 — 31 

Settlement of Funds............................................................................................................... 4 — 32 
Credit Origination Settlement .......................................................................................... 4 — 32 
Debit Origination Settlement ........................................................................................... 4 — 33 
Finality of Funds .............................................................................................................. 4 — 33 

Essentials Recap .................................................................................................................... 4 — 34 

Chapter 5 
Authorizations and Notice Requirements 

Obtaining Authorizations ........................................................................................................ 5 — 1 
Direct Deposit .................................................................................................................... 5 — 2 
Direct Payment................................................................................................................... 5 — 2 
Cash Disbursement............................................................................................................. 5 — 2 
Corporate Payables............................................................................................................. 5 — 3 

Federal Tax Payments................................................................................................... 5 — 3 
State and Local Tax Payments ...................................................................................... 5 — 3 
Child Support Payments ............................................................................................... 5 — 4 

Corporate Receivables ....................................................................................................... 5 — 4 
Electronic Check (E-Check) Applications ......................................................................... 5 — 4 

Checks Mailed to a Lockbox or Drop Box ................................................................... 5 — 4 
Checks at the Point of Purchase.................................................................................... 5 — 5 
Checks Presented at the Point of Purchase or at Manned Payment Facilities  
That Are Batched and Processed in the Back Office .................................................... 5 — 5 
Checks Returned for Insufficient or Uncollected Funds............................................... 5 — 6 
Consumer Debits Authorized Over the Telephone ....................................................... 5 — 6 
Consumer Debits Authorized Over the Internet............................................................ 5 — 7 

Nondomestic ACH Transactions........................................................................................ 5 — 7 
Nonaccount Origination Entries......................................................................................... 5 — 8 
Written Authorizations....................................................................................................... 5 — 8 
Providing Copies of Written Authorizations...................................................................... 5 — 9 
Consumer Authorization Retention.................................................................................. 5 — 10 



Contents 

 

 xv 

Notice Requirements for Recurring Preauthorized Debits .................................................... 5 — 10 
Change of Date Notice ..................................................................................................... 5 — 10 
Change of Amount Notice................................................................................................ 5 — 11 

Obtain Correct Account Information the First Time ............................................................. 5 — 11 
Financial Institution Routing Transit Number ................................................................. 5 — 11 
Financial Institution Account Numbers ........................................................................... 5 — 12 

Essentials Recap .................................................................................................................... 5 — 13 
Exhibit 5.1: Sample Consumer Debit and Credit Authorizations ............................... 5 — 18 

Chapter 6 
Working with ACH Files 

ACH File Formats ................................................................................................................... 6 — 1 
File Specifications.............................................................................................................. 6 — 1 

Field Inclusion Requirement......................................................................................... 6 — 2 
File Record Sequence......................................................................................................... 6 — 3 
File Header Record ............................................................................................................ 6 — 5 
Company/Batch Header Record......................................................................................... 6 — 5 
Entry Detail Record............................................................................................................ 6 — 6 
Addenda Record................................................................................................................. 6 — 8 
Company/Batch Control Record ........................................................................................ 6 — 9 
File Control Record.......................................................................................................... 6 — 10 
File Formatting Tips......................................................................................................... 6 — 10 

Exposure Limits .................................................................................................................... 6 — 11 
Properly Formatted Files and Field Errors ............................................................................ 6 — 12 

File Header Record Example ........................................................................................... 6 — 12 
Company/Batch Header Record Example........................................................................ 6 — 12 
Entry Detail Record Example .......................................................................................... 6 — 12 
Company/Batch Control Record Example ....................................................................... 6 — 13 
File Control Record Example........................................................................................... 6 — 13 

Submission of Files ............................................................................................................... 6 — 13 
Security Procedures for Delivery of Files ........................................................................ 6 — 13 

Time Frames for Delivery of Files.............................................................................. 6 — 14 
Acknowledgments............................................................................................................ 6 — 15 

What All Those Dates Mean ................................................................................................. 6 — 15 
File Creation Date ............................................................................................................ 6 — 15 
Effective Entry Date......................................................................................................... 6 — 15 
Settlement......................................................................................................................... 6 — 16 
Processing Date................................................................................................................ 6 — 16 
Posting Date ..................................................................................................................... 6 — 16 

Creating a Reversing File or Entry........................................................................................ 6 — 16 
Essentials Recap .................................................................................................................... 6 — 17 



Corporate Guide to ACH Essentials 

xvi 

Exception Situations 

Chapter 7 
When Things Go Wrong 

Reversing Files ........................................................................................................................ 7 — 2 
Reversing Entries .................................................................................................................... 7 — 3 
Verbal Request for Return....................................................................................................... 7 — 3 
Suspected Duplicate Entries .................................................................................................... 7 — 4 
Rules Enforcement .................................................................................................................. 7 — 4 

Initiation of Rules Enforcement Proceeding by a Participant ............................................ 7 — 6 
Initiation of Rules Enforcement Proceeding by NACHA .................................................. 7 — 8 
Action Process.................................................................................................................... 7 — 9 

Notice of Possible Rules Violation ............................................................................... 7 — 9 
Notice of Possible Fines.............................................................................................. 7 — 10 

ACH Rules Enforcement Panel ............................................................................................. 7 — 11 
Fines and Penalties ................................................................................................................ 7 — 11 

Class 1 Rules Violation .................................................................................................... 7 — 11 
Class 2 Rules Violation .................................................................................................... 7 — 12 
Class 3 Rules Violation .................................................................................................... 7 — 13 

Suspension .................................................................................................................. 7 — 13 
Disputes Involving ACH Transactions.................................................................................. 7 — 13 

Filing a Complaint............................................................................................................ 7 — 14 
Dispute Classifications..................................................................................................... 7 — 15 
Selecting Arbitrators ........................................................................................................ 7 — 16 
Decision Process .............................................................................................................. 7 — 17 
Payment and Appeal ........................................................................................................ 7 — 19 

Essentials Recap .................................................................................................................... 7 — 19 

Chapter 8 
Correcting Information in an ACH Transaction 

Notifications of Change........................................................................................................... 8 — 1 
Time Frame for the RDFI to Send the Notification of Change.......................................... 8 — 1 
Liability for Changing the Account Number ..................................................................... 8 — 2 
Communicating Change Information................................................................................. 8 — 2 
Receiving Financial Institution Warranties........................................................................ 8 — 3 
Notification of Change Codes ............................................................................................ 8 — 3 



Contents 

 

 xvii 

Refused Notifications of Change ....................................................................................... 8 — 5 
Essentials Recap ...................................................................................................................... 8 — 7 

Chapter 9 
When Items Are Returned 

Steps the Originator Should Take Prior to Origination ........................................................... 9 — 1 
Return Reasons for ACH Transactions That Are Not Posted ................................................. 9 — 2 

RDFI Time Frame for Returning Transactions That Are Not Posted ................................ 9 — 6 
RDFI Time Frame for Returning RCK Entries Not Posted .......................................... 9 — 7 

Return Reasons Without a Specified Return Time Frame ...................................................... 9 — 8 
Reasons for Adjustment Entries .............................................................................................. 9 — 8 

Written Statement Under Penalty of Perjury.................................................................... 9 — 14 
Return Reasons for Adjustment Entries When a Stop Payment Is Missed ...................... 9 — 15 
RDFI Time Frame for Returning Adjustment Entries...................................................... 9 — 16 

ODFI Notification to Originator of Return Entries ............................................................... 9 — 16 
Restrictions on Reinitiating Return Entries ........................................................................... 9 — 17 
Dishonoring Return Entries................................................................................................... 9 — 17 
Contesting Dishonored Return Entries .................................................................................. 9 — 18 
Essentials Recap .................................................................................................................... 9 — 18 

Exhibit 9.1: Sample Written Statement Under Penalty of Perjury.............................. 9 — 22 

Risk, Compliance, and Audit 

Chapter 10 
Controlling ACH Origination Risk 

Originated Files Submission Schedules ................................................................................ 10 — 1 
File Processing ...................................................................................................................... 10 — 1 
Contingency Planning ........................................................................................................... 10 — 2 
Disaster Recovery.................................................................................................................. 10 — 3 
Why the ODFI Sets Exposure Limits .................................................................................... 10 — 3 

Exposure Limit Monitoring.............................................................................................. 10 — 4 
Exposure Limit Review.................................................................................................... 10 — 5 

How the ODFI Addresses Credit Risk .................................................................................. 10 — 5 
Credit Rating .................................................................................................................... 10 — 5 



Corporate Guide to ACH Essentials 

xviii 

Funding Requirements When Originating ACH Credits ................................................. 10 — 6 
Balance Requirements When Originating ACH Debits ................................................... 10 — 6 

Return Entry Monitoring............................................................................................. 10 — 7 
Originator Risk Management ................................................................................................ 10 — 8 

Operational Risk............................................................................................................... 10 — 8 
Hardware Failure ........................................................................................................ 10 — 9 
Software Failure.......................................................................................................... 10 — 9 
Telecommunication Failure ...................................................................................... 10 — 10 
Power Failure ............................................................................................................ 10 — 10 
Human Error ............................................................................................................. 10 — 10 
Staffing...................................................................................................................... 10 — 11 

Fraud Risk ...................................................................................................................... 10 — 12 
Controlling Fraud Risk ............................................................................................. 10 — 12 

Telephone-Initiated (TEL) Entry Risk ........................................................................... 10 — 16 
Internet-Initiated (WEB) Entry Risk .............................................................................. 10 — 16 
Point-of-Purchase Entry Risk......................................................................................... 10 — 17 
Accounts Receivable (ARC) Entry Risk ........................................................................ 10 — 18 
Re-Presented Check (RCK) Entry Risk ......................................................................... 10 — 19 
Back-Office Conversion (BOC) Entry Risk................................................................... 10 — 19 

Systemic Risk ...................................................................................................................... 10 — 19 
Essentials Recap .................................................................................................................. 10 — 20 

Exhibit 10.1: ACH Origination Risk Checklist......................................................... 10 — 24 

Chapter 11 
Using the ACH Rules Book 

Introduction to the ACH Rules.............................................................................................. 11 — 1 
Obtaining an ACH Rules Book........................................................................................ 11 — 1 
Rule Amendments ............................................................................................................ 11 — 2 
Transactions Covered by the ACH Rules ........................................................................ 11 — 2 
Organization of the ACH Rules Book.............................................................................. 11 — 3 

Understanding the ACH Network: An ACH Primer................................................... 11 — 3 
Quick Find: A Reference Guide to the ACH Rules .................................................... 11 — 4 
Revisions..................................................................................................................... 11 — 4 
Operating Rules .......................................................................................................... 11 — 4 
Formal Rules Interpretations....................................................................................... 11 — 7 
Operating Guidelines .................................................................................................. 11 — 7 

The Rule Amendment Process ....................................................................................... 11 — 11 
Essentials Recap .................................................................................................................. 11 — 12 



Contents 

 

 xix 

Chapter 12 
The Effect of Regulations on the Originator 

Office of Foreign Asset Control ............................................................................................ 12 — 1 
Originator Compliance..................................................................................................... 12 — 1 
Originating Financial Institution Compliance.................................................................. 12 — 2 
Receiving Financial Institution Compliance .................................................................... 12 — 2 
Impact on the Receiver..................................................................................................... 12 — 3 

Uniform Commercial Code Article 4A ................................................................................. 12 — 3 
Why Article 4A Was Developed...................................................................................... 12 — 3 
Payments to Which Article 4A Applies ........................................................................... 12 — 4 
Applicability of Article 4A to the Originator................................................................... 12 — 4 

Acceptance by the ODFI of the Corporate Credit Transaction................................... 12 — 4 
Execution of an Entry by the ODFI ............................................................................ 12 — 5 
Acceptance When the ODFI Is Also the RDFI........................................................... 12 — 5 
Settlement of the Originated Entry ............................................................................. 12 — 6 
Cancellation and Amendment of Originated Entries .................................................. 12 — 6 
Liability for Erroneous Entries Transmitted by the ODFI .......................................... 12 — 7 
Reliance on Account Number for Posting .................................................................. 12 — 7 
Liability of the Originator for Erroneous Entries........................................................ 12 — 7 
Commercially Reasonable Security Procedures ......................................................... 12 — 8 
Choice of Law............................................................................................................. 12 — 8 

Regulation E .......................................................................................................................... 12 — 9 
Covered Transactions....................................................................................................... 12 — 9 
Financial Institution Compliance ..................................................................................... 12 — 9 

Disclosure of Information ......................................................................................... 12 — 10 
Periodic Statements................................................................................................... 12 — 10 
Authorizations and Consumer Notices ..................................................................... 12 — 11 
Consumer Liability for Unauthorized Debits............................................................ 12 — 11 
Error Resolution........................................................................................................ 12 — 12 
Stop Payments........................................................................................................... 12 — 12 
Notice of Debit Transactions Varying in Amount .................................................... 12 — 12 
Notice of Preauthorized ACH Credits to Consumer Accounts ................................. 12 — 13 
Record Retention ...................................................................................................... 12 — 13 
Receipts..................................................................................................................... 12 — 13 
Electronic Communication Requirements ................................................................ 12 — 13 

Federal Regulations Relating to EFTPS.............................................................................. 12 — 14 
26 CFR 1, 20, 25, 31, and 40.......................................................................................... 12 — 14 
Revenue Procedure 97-33 .............................................................................................. 12 — 14 

Essentials Recap .................................................................................................................. 12 — 15 
OFAC ............................................................................................................................. 12 — 15 
UCC Article 4A.............................................................................................................. 12 — 16 
Regulation E................................................................................................................... 12 — 17 
Federal Regulations Relating to EFTPS......................................................................... 12 — 18 



Corporate Guide to ACH Essentials 

xx 

Chapter 13 
The Annual ACH Audit 

Corporate User (Originator) Responsibilities........................................................................ 13 — 1 
Authorizations .................................................................................................................. 13 — 1 
Prenotifications ................................................................................................................ 13 — 2 
Return Entries................................................................................................................... 13 — 2 
Notifications of Change ................................................................................................... 13 — 2 
Reversing Files and Reversing Entries............................................................................. 13 — 2 
Internet-Authorized Entries.............................................................................................. 13 — 3 
Telephone-Authorized (TEL) Entries .............................................................................. 13 — 3 
Point-of-Purchase (POP) Entries...................................................................................... 13 — 3 
Back-Office Conversion (BOC) Entries .......................................................................... 13 — 4 
Account Receivable (ARC) Entries ................................................................................. 13 — 4 
Re-Presented Check (RCK) Entries ................................................................................. 13 — 4 
Unsecured Electronic Networks....................................................................................... 13 — 4 

Receiving Financial Institution Responsibilities ................................................................... 13 — 4 
Prenotifications ................................................................................................................ 13 — 5 
Acceptance of ACH Transactions .................................................................................... 13 — 5 
Availability of Credits...................................................................................................... 13 — 5 
Posting of Debit Entries ................................................................................................... 13 — 5 
Periodic Statements .......................................................................................................... 13 — 6 
Return Entries................................................................................................................... 13 — 6 
Re-Presented Check Return Entries ................................................................................. 13 — 6 
Stop Payment Orders........................................................................................................ 13 — 6 
Stop Payment Orders Placed on Source Document or Item (Adjustment Entries) .......... 13 — 7 
UCC Article 4A................................................................................................................ 13 — 7 
Written Statement Under Penalty of Perjury.................................................................... 13 — 8 
Notifications of Change ................................................................................................... 13 — 8 
Corporate Payment-Related Data..................................................................................... 13 — 9 
Data Security.................................................................................................................... 13 — 9 
Record Retention.............................................................................................................. 13 — 9 
Electronic Record Retention ............................................................................................ 13 — 9 

Originating Financial Institution Responsibilities............................................................... 13 — 10 
Agreements .................................................................................................................... 13 — 10 
Data Security.................................................................................................................. 13 — 10 
UCC Article 4A.............................................................................................................. 13 — 11 
Exposure Limits ............................................................................................................. 13 — 11 
Notifications of Change ................................................................................................. 13 — 12 
Permissible Return Entries ............................................................................................. 13 — 12 

Essentials Recap .................................................................................................................. 13 — 12 
Exhibit 13.1: Originator Audit Checklist .................................................................. 13 — 14 



Contents 

 

 xxi 

Appendixes 

Appendix A 
Glossary of Terms 

Appendix B 
Resources 

Appendix C 
Regional Payment Associations 

Appendix D 
User Guide for Electronic Support Payments 

Appendix E 
Status of State Electronic Funds Transfer (EFT) Programs 

Appendix F 
Tax Payment Convention 

Appendix G 
TXP Tax Type Code List 


