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NACHA
_ _ DIRECT
Disclaimer MEMBER

Regional Payments Associations™

This material is derived from collaborative work product developed by
NACHA — The Electronic Payments Association and its member
Regional Payments Associations.

This material is not intended to provide any warranties or legal advice,
and is intended for educational purposes only. NACHA owns the
copyright for the NACHA Operating Rules & Guidelines.

The information in this document and discussed during this
presentation is the exclusive property of PaymentsFirst. It may not be
copied, disclosed, or distributed, in whole, or part, without the express,
written permission of PaymentsFirst.
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Anti-Trust Laws

* PaymentsFirst is a not-for-profit organization and we closely adhere
to all applicable laws and regulations.

* In accordance with Anti-Trust laws, we may not play any role in
competitive decisions of members or their employees.

* During discussions with competitors and within the presentation
materials we will and we ask participants to refrain from any
discussion regarding pricing of products and services.
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+ ACH Payments

* History of ACH

» Benefits of ACH

* ACH Participants
* Credit Flow

* Debit Flow

* Legal Framework
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ACH Payments

* Electronic method to exchange transactions

* Debit or Credit to:
* Savings or Checking account
* General Ledger account
* Credit to a Loan account

* Single or Recurring Entry

* Batch process, store, and forward net settlement payment system
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H istory of ACH

4 First ACH Association NACHA was formed
Special Committee on Paperless Entries
Coordinates ACH movement nationwide
1978
Local ACH Associations linked
electronically
Joint effort between NACHA and
Federal Reserve
2016 1993, 1980
Same Day ACH All electronic ACH Monetary Control Act
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Benefits of ACH

* Cost reduction

* Risk reduction

* Customer/Trading Partner retention
* Revenue Opportunities

* Value-Added Services for Customers

* Paper reduction
* Check
* Receipts
* Deposit Slips
* Postage
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ACH Partigipants
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Receiver
Customer
Employer/Employee
Company
Account Holder

2018



AAP Preparation and Review 2018

Originator

* Can be individual, company, government agency

* Has relationship with Receiver
* Requires Authorization to initiate ACH Entries
* Debits or Credits Receiver’s account

* Establishes agreement with ODFI to transmit ACH on its behalf
* ODFI Agreement binds the Originator to the NACHA Operating Rules
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Originating Depository
Financial Institution (ODFI)

e Carries warranties for all Entries transmitted

* Must also act as a Receiving Depository Financial
Institution (RDFI)

* Has a relationship with the Originator

* Has an agreement with the Originator

* Receives payment instructions from the Originator

* Forwards payment instructions to the ACH Operator
* Retain copies of all records for six years
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ACH Operator

* Central clearing facility for ACH Entries
* Federal Reserve Bank (FRB)

* Electronic Payments Network (EPN)
* Private Sector Operator

* Edit and process Entries received according to NACHA
Operating Rules

* Establishes processing schedules

* Determines and inserts Settlement Date based on
Effective Entry Date and process date

* Retain copies of all records for one year
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Receiving Depository
Financial Institution (RDFI)

* Receives Entries from the ACH Operator
* Has a relationship with the Receiver

* Posts Entries accurately and timely to the account of
the Receiver

* Must accept all types of Entries
* Does not have to be an ODFI
* Retain copies of all records for six years

P
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Receiver

* Authorizes Originator to initiate Entry
* Written
* Verbal
* Notice

* Can be individual, company, government agency
* Account holder at the RDFI
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Third-Party Service Providers

* Entity other than Originator, ODFI, or RDFI that performs any function
on behalf of Originator, ODFI, or RDFI
* With respect to ACH Entries

* Third-Party Sender is type of Third-Party Service Provider
* Originators may use for outsourcing payment services

* ODFI has agreement with Third-Party Sender but does not have direct
agreement with the Originators behind the Third-Party Sender

* Intermediary between Originator and ODFI
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ACH Credit Flow

* Payment instructions flow:
* Originator
* ODFI
* ACH Operator
* RDFI
* Receiver

* Funds (credit) flow from the Originator to the Receiver
* Consumer or Corporate Payments
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ACH Credit Examples

* Direct Deposit via ACH
* Payroll

* Credit examples
* Business-to-Business (B2B) payments
* Person-to-Person (P2P) payments
* Social Security payments

* May contain Addenda information
* Payment Related Information
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ACH Debit Flow

* Payment instructions flow:
* Originator
* ODFI
* ACH Operator
* RDFI
* Receiver

* Funds (debit) flow from the Receiver to the Originator
* Consumer or Non-Consumer (corporate) payments

P
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ACH Debit Transaction
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ACH Debit Examples
* Direct Payment via ACH
* Association/club dues
* Mortgage payments
* Insurance payments
* Bill payments
* Cash concentration
* Business-to-Business (B2B) payments
£
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Legal Framework

* NACHA Operating Rules
* Apply to all Entries transmitted through one or more ACH Operator
* Based on contract law

* Title 31 Code of Federal Regulations Part 210
* 31 C.F.R. Part 210

* Federal Government Payments
* The Green Book

* Federal Reserve Operating Circular 4
e Uniform Commercial Code Article 4
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Legal Framework

¢ Uniform Commercial Code Article 4A
* Wholesale Credits

* Regulation D

* Regulation E

* Regulation CC

* The Right to Financial Privacy Act

* Office of Foreign Assets Control (OFAC)
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Questions?
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PaymentsFirst
www.paymentsfirst.org
866-993-3753
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