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SUPPLEMENT #1-2024 TO THE NACHA OPERATING RULES

Supplement #1-2024 to the
Nacha Operating Rules

On March 15, 2024, the Nacha Voting Membership approved 15 amendments to the Nacha Operating Rules (the
Rules) encompassing the following areas:

ACH Risk Management Topics:

* Codifying Expanded Use of Return Reason Code R17.

* Expanded Use of ODFI Request for Return - R06.

* Additional Funds Availability Exceptions.

e Timing of Written Statement of Unauthorized Debit.

e RDFT Must Promptly Return Unauthorized Debit.

e Fraud Monitoring by Originators, Third-Party Service Providers/Third-Party Senders and ODFIs.

* ACH Credit Monitoring by RDFIs.

e Standard Company Entry Descriptions - PAYROLL and PURCHASE.
Minor Topics Rules Changes

* General Rule/Definition of WEB Entries.

* Definition of Originator.

* Originator Action on Notification of Change.

* Data Security Requirements.

* Use of Prenotification Entries.

* Clarification of Terminology — Subsequent Entries.

The effective dates for these amendments range from June 21, 2024, through June 19, 2026. Please see each Rule
change for its specific effective date.

This supplement provides ACH Network participants with a summary of the key components of the changes, along
with details regarding the technical changes to Rules language. To ensure compliance with the most current rules, use
this Supplement in conjunction with the 2024 edition of the Nacha Operating Rules.
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SUPPLEMENT #1-2024 TO THE NACHA OPERATING RULES

ACH Risk Management Topics

The ACH Risk Management Topics comprise a set of amendments to the Nacha Operating Rules that, together, are
intended to strengthen the ability of the ACH Network to detect and reduce the incidence of successful fraud attempts
and improve the recovery of funds if fraud has occurred. Specifically, these new Rules:

*  Codify use of Return Reason Code R17 for cases of suspected fraud.

* Expand use of the ODFI Request for Return (R06), allowing an ODFT to request a return for any reason.

e Permit an RDFI to delay funds availability when it suspects credits have been originated under False Pretenses.
*  Make process enhancements to the Written Statement of Unauthorized Debit.

¢ Establish a time frame within which an RDFI must return an unauthorized debit after review of the consumer’s
Written Statement of Unauthorized Debit.

* Establish fraud monitoring requirements for Originators, Third-Party Service Providers/Third-Party Senders,
and ODFIs.

* Establish credit monitoring requirements for RDFIs.
* Establish standard Company Entry Descriptions for payroll credits and e-commerce purchases.

Because these rules have been designed to work in tandem with each other, several of the changes noted above impact
the same sections of the Nacha Operating Rules. For ease of use, and to avoid unnecessary repetition of language,
this Supplement includes a consolidated summary of all changes (along with their impacts and individual effective
dates), followed by a Combined Rule Changes section, in effective date order. The Combined Rule Changes portion
of this supplement illustrates the impact of these changes on specific sections of the Nacha Operating Rules, with
new language appearing in italics with gray highlighting immediately following the existing text that it replaces. For
reference, Appendix A also includes a technical summary for each individual ACH Risk Management amendment.

CODIFYING USE OF RETURN REASON CODE R17
SUMMARY

RDFIs that may be able to identify an ACH entry as fraudulent may want to return the entry on this basis. However,
the Rules currently do not have a defined Return Reason Code for this use. The Rules provide for using the return
reason code that most closely approximates the reason for the return. In the past, Nacha has provided guidance that
Return Reason Code R17 is likely the closest return code for incidents of potential fraud.

The Codify Use of Return Reason Code R17 Rule (the Rule) will explicitly allow an RDFI to use Return Reason
Code R17 to return an entry that it believes is fraudulent. This use of Return Reason Code R17 is optional and at the
discretion of the RDFT; it is not required under the Rules. The Rule retains the current requirement to include the
descriptor “QUESTIONABLE” in the return addenda record for such use.

The Rule 1s expected to improve the recovery of funds originated due to fraud. By providing clarity on the use and
meaning of the R17 Return Reason Code, RDFIs will have a return reason to use at their option. ODFIs, Originators,
Third-Party Service Providers and Third-Party Senders will potentially receive funds back in questionable situations,
while receiving a clear message related to the reason for the return.
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IMPACT TO PARTICIPANTS

As the R17 Return Reason Code with the “QUESTIONABLE” descriptor is in use today, ODFIs, RDFIs and other
parties should not need significant technical changes. However, participants may need to update their documentation
regarding the use of R17. Participants will need to also provide education to staff to ensure proper usage.

RDFIs: RDFIs should be cognizant of the potential for false positives.

EFFECTIVE DATE

The Codifying Expanded Use of R17 Rule will be effective on October 1, 2024. As the use of the R17 Return Reason
Code for returns believed to be fraudulent is optional by RDFTs, there is no implementation or compliance obligation
by the effective date.

EXPANDED USE OF ODFI REQUEST FOR RETURN - R06
SUMMARY

Under the Rules, an ODFI may request that an RDFI return a defined Erroneous Entry or a credit entry that was
originated without the authorization of the Originator using Return Reason Code R06. The RDFI may, but is not
obligated to, comply with the ODFI’s request. ODFTs that wish to request the return of a potentially fraudulent entry
do not have a clear means to do so, because the Rules limit the use of R06 to specific situations.

The Expanded Use of ODFI Request for Return - RO6 Rule (the Rule) will expand the permissible uses of the
Request for Return to allow an ODFT to request a return from the RDFI for any reason. The ODFT will still indemnify
the RDFI for compliance with the request and the RDFI’s compliance remains optional at the RDFI’s discretion.
However, the Rule will require the RDFT to respond to the ODFI, regardless of whether the RDFI complies with the
ODFT’s request to return the entry. The RDFI must advise the ODFTI of its decision or the status of the request within
10 banking days of receipt of the ODFI’s request.

The objective of the Rule is to improve the recovery of funds when fraud has occurred. The Rule also provides more
flexibility for ODFIs that want to indemnify and request the RDFT return a transaction for any reason. This change
also aligns rules language for Return Reason Code RO6 returns with anecdotally-understood business practices for
some Originators and ODFIs.

IMPACT TO PARTICIPANTS

Originators, Third-Party Service Providers and ‘T hird-Party Senders: These participants may need education on the expanded
use of Return Reason Code RO6.

ODFIs and RDFIs: Financial institutions may need to update their procedures and training to manage the broader use
of Return Reason Code R06.

EFFECTIVE DATE
The Expanded Use of ODFI Request for Return - R06 Rule will become effective on October 1, 2024.

ADDITIONAL FUNDS AVAILABILITY EXCEPTIONS
SUMMARY

The current Rules provide RDFIs with an exemption from funds availability requirements if the RDFI reasonably
suspects the credit entry was unauthorized. This exemption encompasses cases of account takeovers, in which a party
that is not the Originator is able to initiate an ACH credit from the Originator’s account.
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The Additional Funds Availability Exceptions Rule (the Rule) will provide RDFIs with an additional exemption from
the funds availability requirements to include credit ACH entries that the RDFI suspects are originated under False
Pretenses. RDFIs are still subject to requirements under Regulation CC for funds availability. An RDFI cannot delay
funds availability because it has not monitored an ACH credit. However, an RDFI can delay funds availability if
its fraud detection processes and procedures identify a flag. The Rule is not intended to otherwise alter an RDIT’s
obligation to promptly make funds available as required by the Rules.

The Rule will provide participants with an additional tool to manage potentially questionable or suspicious transactions
that fall under the “authorized fraud” category. The Rule will provide RDFIs and ODFIs with additional time to
communicate before funds availability is required. These two factors should improve the potential for recovery of funds
when fraud has occurred.

IMPACT TO PARTICIPANTS

ODFIs: ODFTs should be aware that they may be contacted by RDFIs that are taking advantage of the funds availability
exemption.

RDFIs: An RDFI may need to update their policies and procedures to take advantage of the additional exemption.
RDFIs using the exemption must take reasonable steps to notify the ODFT to inform it of the exemption.

EFFECTIVE DATE

The Additional Funds Availability Exceptions Rule will be effective on October 1, 2024. As the use of the Rule is
optional by RDFIs, there is no implementation or compliance obligation by the effective date.

TIMING OF WRITTEN STATEMENT OF UNAUTHORIZED DEBIT
SUMMARY

When a consumer Receiver notifies an RDFI of an unauthorized debit, the RDFI must obtain a Written Statement of
Unauthorized Debit (WSUD). Under the current Rules, the WSUD must be dated on or after the Settlement Date of
the unauthorized debit entry. However, through digital notifications and alerts, a consumer may be able to report an
unauthorized debit prior to its posting to the account.

The Timing of Written Statement of Unauthorized Debit Rule (the Rule) will allow a consumer Receiver to sign and
date a WSUD on or after the date on which the entry is presented to the Receiver, even if the debit has not yet posted
to the account. Information about the incoming debit may be via posting to the Receiver’s account or by a notice
of a pending transaction. The Rule does not otherwise change the requirement for an RDFI to obtain a consumer’s

WSUD.

The Rule will improve the process and experience when debits are claimed to be unauthorized. Moving transaction
data more quickly through earlier returns can help participants manage risk. Receivers may be less impacted by
unauthorized and potentially fraudulent transactions, while ODFTs, Third-Party Senders, and Originators may receive
returns faster.

IMPACT TO PARTICIPANTS

RDFIs: RDFIs may want to explore ways to use electronic notifications and alerts, and electronic WSUDs. RDFIs
may want to provide training for their front-line and operational staff to properly use and gain the full benefit of this
new Rule.
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EFFECTIVE DATE

The Timing of Written Statement of Unauthorized Debit Rule will be effective on October 1, 2024. RDFIs should
codify this practice as soon as possible. However, as the use of the Rule is optional by RDFIs, there is no implementation
or compliance obligation by the effective date.

RDFI MUST PROMPTLY RETURN UNAUTHORIZED DEBIT
SUMMARY

The current Rules state that an RDFI must transmit an extended return entry for which it recredits a Receiver’s
account in such that time that the entry can be made available to the ODFI no later than the opening of business on
the banking day following the sixtieth (60th) calendar day following the settlement date of the original entry. However,
the Rules are silent as to the timeframe for the RDFT to return the entry after receiving a signed and dated Written
Statement of Unauthorized Debit (WSUD).

The RDFI Must Promptly Return Unauthorized Debit Rule (the Rule) will require that an RDFT transmit the return
of an unauthorized entry for which it has received a WSUD 1in such time that the entry can be made available to
the ODIT no later than the opening of business on the sixth (6th) banking day following the completion of RDIT’s
review of the consumer’s signed WSUD. In any case, the RDFI must transmit the return in such time that it is made
available to the ODFI no later than the opening of business on the banking day following the sixtieth (60th) calendar
day following the settlement date of the original entry. The Rule does not change the reasons or requirements for an
RDFI to obtain a Receiver’s WSUD.

The objective of the Rule is to improve the recovery of funds and reduce the incidence of future fraud. Accelerating
some returns can help manage risk, as the prompt return of an unauthorized debit alerts the ODFI and Originator to a
potential problem. RDFIs that currently delay returns will be made whole more quickly through the return settlement
process.

IMPACT TO PARTICIPANTS

RDFIs: Some RDFIs may need to improve procedures for processing extended returns after receiving a customer’s
completed WSUD. RDFIs may need to educate operations staft and update procedures related to handling customer
unauthorized debit claims.

EFFECTIVE DATE
The RDFI Must Promptly Return Unauthorized Debit Rule will implement on October 1, 2024.

FRAUD MONITORING BY ORIGINATORS, THIRD-PARTY SERVICE PROVIDERS/THIRD-
PARTY SENDERS AND ODFIS

SUMMARY

The current Nacha Operating Rules (Rules) require Originators to use a commercially reasonable fraudulent
transaction detection system to screen WEB debits and when using Micro-Entries. However, these requirements do
not encompass any other transaction types, and do not currently apply to other types of debits or to any credits other
than Micro-Entries.

The Fraud Monitoring by Originators, Third-Party Service Providers/Third-Party Senders and ODFIs Rule (the
Rule) will require each non-consumer Originator, ODFI, Third-Party Service Provider, and Third-Party Sender to
establish and implement risk-based processes and procedures reasonably intended to identify ACH entries initiated
due to fraud. Each of these parties will need to review at least annually their processes and procedures and make any
appropriate updates to address evolving risks.
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The objective of the Rule is to reduce the incidence of successful fraud attempts through regular fraud detection
monitoring. Such monitoring can establish baselines of typical activity, making atypical activity easier to identify.
By expanding fraud detection responsibilities to more parties in the ACH Network, the Rule will provide additional
opportunities to detect and prevent fraud, especially for frauds that make use of credit-push payments. Any reduction
in the incidence of successful fraud will improve the quality of transactions in the ACH Network.

The Rule also includes a reference to a new defined term, False Pretenses. This new term covers common fraud scenarios
such as Business Email Compromise, vendor impersonation; payroll impersonation and other payee impersonations.
The definition complements existing language in the Rules related to unauthorized credits.

IMPACT TO PARTICIPANTS

Orginators, Third-Party Service Providers, and Third-Parly Senders: These entities may need to implement fraud detection
processes and procedures if they are not doing so currently. There may be less of an impact for those that have already
implemented commercially reasonable fraud detection for WEB debits and/or for Micro-Entries.

ODFIs: ODFIs may need to update their fraud detection processes and procedures to include credit entries, if these
entries are not currently part of their review process.

EFFECTIVE DATES

The Rule will be implemented in two phases:

Phase 1 - March 20, 2026. On this date, the Rule will apply to all ODFIs and those non-consumer Originators, Third-
Party Service Providers, and Third-Party Senders with an annual ACH origination volume that exceeds 6 million
entries in 2023.

Phase 2 - June 19, 2026. The Rule will apply all other non-consumer Originators, Third-Party Service Providers,
Third-Party Senders on this date.

RDFI ACH CREDIT MONITORING
SUMMARY

Currently, the Rules require ODFIs to perform debit transaction monitoring, but do not apply transaction monitoring
requirements to RDFIs. However, existing regulatory obligations for financial institutions require monitoring for
suspicious transactions.

The RDFI ACH Credit Monitoring Rule (the Rule) mirrors the Fraud Monitoring by Originators, Third-Party Service
Providers/Third-Party Senders and ODFIs Rule in that it will require RDFIs to establish and implement risk-based
processes and procedures reasonably intended to identify credit ACH entries initiated due to fraud. As with the other
entities, RDFIs will need to review at least annually their processes and procedures and make any appropriate updates
to address evolving risks.

The objective of the Rule is to reduce the incidence of successful fraud and better enable the recovery of funds
when fraud has occurred. The Rule aligns with an institution’s regulatory obligation to monitor for suspicious
transactions. A risk-based approach to such monitoring can consider factors such as transactional velocity, anomalies
and account characteristics, all of which are in keeping with anti-money laundering practices in place today. The Rule
encourages necessary communication between compliance monitoring teams and operations, product management
and relationship staff. Identifying fraud or potentially fraudulent transactions will better enable RDFIs to exercise
heightened scrutiny of accounts that are receiving such transactions.
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The Rule also includes a reference to a new defined term, False Pretenses. This new term covers common fraud scenarios
such as Business Email Compromise, vendor impersonation; payroll impersonation and other payee impersonations.
The definition complements existing language in the Rules related to unauthorized credits.

IMPACT TO PARTICIPANTS

RDFIs: RDFIs that have not done so will need to establish processes and procedures reasonably intended to identify
credit entries that are suspected of being unauthorized or authorized under False Pretenses. For those RDFIs that
already have such processes and procedures in place, they will need to ensure that their existing processes and
procedures are satisfactory under the Rule, including updating such systems and their alert processes, if necessary.
RDFIs may need to enable information sharing internally between teams that monitor transactions for suspicious
activity and operations, product and relationship teams.

EFFECTIVE DATES

The Rule will be implemented in two phases:

Phase 1 - March 20, 2026. On this date, the Rule will apply to RDFIs with an annual ACH receipt volume exceeding
10 million entries in 2023.

Phase 2 - June 19, 2026. The Rule will apply all other RDFIs.

STANDARD COMPANY ENTRY DESCRIPTIONS - PAYROLL AND PURCHASE
SUMMARY

The Company Entry Description is a 10-character field that the Originator uses to describe the purpose of a payment.
The Rules have required standards for specific Company Entry Descriptions such as ACCTVERIFY, REVERSAL,
HCCLAIMPMT, and RETRY PYMT. Standardized uses of the Company Entry Description field can help parties in
the ACH Network identify, monitor, and count the volume of payments for specific purposes.

The Standard Company Entry Descriptions Rule (the Rule) will establish two new Company Entry Descriptions,
PAYROLL and PURCHASE. The PAYROLL Company Entry Description must be used for ACH credits bearing the
PPD Standard Entry Class Code that are for the payment of wages, salaries and other similar types of compensation.
The objective of adding PAYROLL as a Company Entry Description is to reduce the incidence of fraud involving
payroll redirections. RDFIs that monitor inbound ACH credits will have better information regarding new or multiple
payroll payments to an account.

The Rule will also establish the Company Entry Description PURCHASE, which must be used for e-commerce
purchases. An e-commerce purchase will be defined as a debit entry authorized by a consumer Receiver for the online
purchase of goods. The new Company Entry Description will enable identification of such e-commerce transactions.
The Rule defines e-commerce purchases for the purpose of using the new Company Entry Description.

The Rule will allow improved, targeted risk mitigations and tools to be utilized as participants are better able to identify
certain purposes of transactions. By standardizing the use of certain data, the Rules can help parties manage risk and
improve ACH Network quality.

IMPACT TO PARTICIPANTS

Orginators, Third-Party Service Providers, Third-Party Senders, and ODFIs: Originators, Third-Party Service Providers, Third-
Party Senders and ODFIs that handle payroll and e-commerce purchase transactions will need to update their systems
to utilize the required Company Entry Descriptions.
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RDFIs: RDFIs may choose to take advantage of intelligence enabled by the new Company Entry Descriptions and
may need to update their policies and procedures to do so. However, RDFIs will not be required to act as a result of
the descriptors.

EFFECTIVE DATE

The effective date for the Standard Company Entry Descriptions rule is March 20, 2026. Originators may begin using
the new descriptions as soon as practical, but must do so no later than March 20, 2026.

COMBINED RULE CHANGES RESULTING FROM ACH RISK MANAGEMENT TOPICS

This section shows consolidated text changes to the Rules and incorporates technical impacts for the ACH Risk
Management Topics elements. New Rules language appears in italics with gray highlighting.

The following ACH Risk Management Topics changes are effective October 1, 2024.

ARTICLE TWO

Rights and Responsibilities of ODFIs, Their Originators, and Third-Party Senders

SECTION 2.10 Reversing Entries

SUBSECTION 2.10.1 General Rule for Reversing Entries

An Originator or ODFI may initiate a Reversing Entry to correct an Erroneous Entry previously initiated to a Receiver’s
account. The Reversing Entry must be Transmitted to the ACH Operator in such time as to be Transmitted or made
available to the RDFI within five Banking Days following the Settlement Date of the Erroneous Entry.

A debit Reversing Entry must not contain an Effective Entry Date that is earlier than the Effective Entry Date of the
credit Entry to which it relates.

For this Section 2.10 and Subsection 2.13.2 (ODFI Request for Return) only, an Erroneous Entry is defined as an Entry
that:

For this Section 2.10 only, an Erroneous Entry is defined as an Entry that:
(a) 1s a duplicate of an Entry previously initiated by the Originator or ODFI;

(b) orders payment to or from a Receiver different than the Receiver intended to be credited or debited by the
Originator;

(c) orders payment in a dollar amount different than was intended by the Originator;

(d) orders payment of a debit Entry on a date earlier than the Receiver was intended to be debited by the
Originator; or payment of a credit Entry on a date later than the Receiver was intended to be credited by the
Originator; or

(e) 1sa credit PPD Entry satistying each of the following criteria:

(i) the credit PPD Entry is for funds related to a Receiver’s employment;

|
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(i) the value of the credit PPD Entry is fully included in the amount of a Check delivered to the same
Recetver at or prior to the Receiver’s separation from employment; and

(ii)  the credit PPD Entry was Transmitted by the Originator prior to the delivery of the Check to the Receiver.
The Originator must make a reasonable attempt to notify the Receiver of the Reversing Entry and the reason for the
Reversing Entry no later than the Settlement Date of the Reversing Entry. For a credit PPD Entry satisfying the criteria

of Subsection 2.10.1(e) above, the Originator must notify the Receiver of the Reversing Entry at the time the Check
1s delivered to the Receiver.

SECTION 2.13 Return Entries

SUBSECTION 2.13.2 ODFI Request for Return

An ODFI may, orally or in writing, request an RDFI to return an Erroneous Entry for any reason, or a credit Entry
originated without the authorization of the Originator, that was initiated by the ODFI. The RDFI may, but is not
obligated to, comply with this request. For purposes of this subsection, an Erroneous Entry has the same meaning as
in Section 2.10 (Reversing Entries).

An ODFI may, orally or in writing, request an RDFI to return an Entry for any reason. The RDFI may, but is not obligated to, comply
with this request.

SUBSECTION 2.13.3 Indemnification by ODFI for Requested Returns

An ODIT requesting that an RDFI return an Erroneous Entry, or a credit Entry originated without the authorization
of the Originator, indemnifies the RDFI from and against any and all claims, demands, losses, liabilities and expenses,
including attorneys’ fees and costs, resulting directly or indirectly from compliance by the RDFI with such request.

An ODFI requesting that an RDFI return an Entry indemnifies the RDFI from and against any and all claims, demands, losses, liabilities
and expenses, including attorneys’ fees and costs, resulting directly or indirectly from compliance by the RDFI with such request.

SUBSECTION 2.13.6 Dishonor of Return Entries
SUBSECTION 2.13.6.1 Dishonor of Return by ODFI
An ODFI may dishonor a Return Entry, with the exception of an IAT Return Entry, if:

(a) the RDFI failed to return the Entry within the time limits established by these Rules;
(b) information in one or more of the following fields of the Return Entry is incorrect or missing;
(i) DFI Account Number;
(if)  Original Entry Trace Number;
(i1)  Amount;
(iv) Individual Identification Number/Identification Number;
(v) Transaction Code;
(vi) Company Identification Number;

(vii) Effective Entry Date;
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(c) the Return Entry was misrouted;
(d) the Return Entry was a duplicate;

(e) the Return Entry is coded as the Return of an Erroneous Entry at the request of the ODFI, as permitted by
Subsection 2.13.2 (ODFI Request for Return), but the ODFT did not make such a request;

(e)  the Return Entry is coded as the Return of an Entry at the request of the ODFL, but the ODFI did not make such a request;

(f) the Return Entry is coded as a permissable Return Entry, as permitted by Subsection 3.8.3.5 (Late Return
Entries for CCD or CTX Entries with ODFI Agreement), but the ODFT did not agree to accept the Return
Entry;

(g) the Return Entry would result in an unintended credit to the Receiver because (1) the Return Entry relates to a
debit Erroneous Entry, (2) the ODFT has already originated a credit Reversing Entry to correct the Erroneous
Entry, and (3) the ODFI has not received a Return of that credit Reversing Entry; or

(h) the Return Entry would result in an unintended credit to the Receiver because (1) the Return Entry relates to a
debit Reversing Entry that was intended to correct a credit Erroneous Entry, and (2) the ODFT has not received
a Return of that credit Erroneous Entry.

To dishonor a Return Entry, the ODFI must Transmit a dishonored Return Entry complying with Appendix Four
(Return Entries) to its ACH Operator within five Banking Days after the Settlement Date of the Return Entry.

ARTICLE THREE

Rights and Responsibilities of RDFIs and Their Receivers

SECTION 3.3 Timing Requirements for RDFI to Make Credit and Debit Entries Available

SUBSECTION 3.3.1 General Rules for Availability of Credit Entries to Receivers

An RDIT’s obligation to make funds available under this Subsection 3.3.1 is subject to its right to return the Entry
under these Rules.

An RDFT that reasonably suspects that a credit Entry is unauthorized is exempt from the funds availability requirements
of this Subsection 3.3.1. An RDFI invoking such an exemption must promptly notify the ODFI.

An RDFI that reasonably suspects that a credit Entry is unlawful, involves the proceeds of unlawful activity, or is otherwise suspicious,
including a credit Entry the RDFI suspects to be unauthorized or authorized by the Originator under False Pretenses, is exempt from the
Jfunds availability requirements of this Subsection 3.3.1. An RDFI invoking any such an exemption must take reasonable steps to promptly
notyfy the ODFI.

SECTION 3.8 RDFI's Right to Transmit Return Entries

SUBSECTION 3.8.6 Response to ODFI Request for Return (New Subsection)

An RDFI may, but is not obligated to, comply with an ODEIs request for the return of an Entry, as provided under Subsection 2.13.2
(ODFI Request for Return). Regardless of whether the RDFI complies with the ODEIs request to return the Entry, the RDFI must advise
the ODFI of uts decision or the status of the ODFIs request within ten (10) Banking days of receipt of the ODFIs request..

|
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SECTION 3.12 Written Statement of Unauthorized Debit

SUBSECTION 3.12.4 Form of Written Statement of Unauthorized Debit

The Written Statement of Unauthorized Debit must be signed or similarly authenticated by the Receiver, submitted
within the time frames provided by these Rules, and otherwise conform to the requirements of this Section 3.12.

The Written Statement of Unauthorized Debit must include the following minimum information for each Entry for
which recredit 1s requested by the Receiver:

(a) Receiver’s printed name and signature;
(a)  Recewer’s printed name;
Receiver’s account number;
b

(c) 1identity of the party (i.c., the payee) debiting the account, as provided to the Receiver, and, if different, the
name of the intended third-party payee;

(d) date the Entry was posted to the account;

(d) date the Entry was posted to the Receiver’s account oy, if the Entry was not posted to the account, the Effective Entry Date of the
debit Entry;

(e) dollar amount of Entry;

(f) reason for return;

(g) signature date;

(g)  Recewer assertion that the Written Statement of Unauthorized Debit is true and correct;

(h)  Recewer assertion that the Recewer is an authorized signer or has corporate authority to act on the account; and
(1)  the Recewer’s signature and signature dale.

The Written Statement of Unauthorized Debit must be dated on or after the Settlement Date of the Entry(ies) for
which recredit is requested.

The Written Statement of Unauthorized Debit must be signed and dated by the Recewer on or afier the date on which the Entry 1s presented
to the Recetver’s account for payment, either by posting to the account or by notice of a pending transaction.

More than one unauthorized debit Entry from a single Originator may be documented on a Written Statement of
Unauthorized Debit, provided that all of the information detailed above is provided for each debit Entry for which the
Receiver is seeking recredit.

An RDFI may obtain a Written Statement of Unauthorized Debit as an Electronic Record, as permissible in Subsection
1.4.3 (Electronic Record Creation and Retention). An RDFI may accept a consumer’s Electronic Signature, as
permissible in Subsection 1.4.4 (Electronic Signatures), for a Written Statement of Unauthorized Debit regardless of
its form or the method used to obtain it.
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SECTION 3.13 RDFI Right to Transmit Extended Return Entries

SUBSECTION 3.13.1 RDFI May Transmit Extended Return Entries

An RDFI may Transmit an Extended Return Entry with respect to any debit Entry for which it recredits a Receiver’s
account in accordance with Section 3.11 (RDFI Obligation to Recredit Receiver), provided that:

(a) no error was made by the RDFI in the debiting of the original Entry to the Receiver’s account, except with respect
to a stop payment order; and

(b) the RDFI Transmits the Extended Return Entry to its ACH Operator by its deposit deadline for the Extended
Return Entry to be made available to the ODFI no later than the opening of business on the Banking Day following
the sixtieth calendar day following the Settlement Date of the original Entry.

(b) the RDFI Transmuits the Extended Return Entry to its ACH Operator by its deposit deadline for the Extended Return Entry to be made
available to the ODFI no later than the opening of business on the sixth Banking Day after the Banking Day on which the RDFI completes
uts review of the Recewer’s signed Written Statement of Unauthorized Debit, but in no case later than the opening of business on the Banking
Day following the sixtieth calendar day following the Settlement Date of the original Entry.

The Extended Return Entry must comply with the requirements of Appendix Four (Return Entries).

ARTICLE EIGHT

Definitions of Terms Used in These Rules

SECTION 8.42 “False Pretenses” (New Section)

the inducement of a payment by a Person musrepresenting (a) that Person’s identity, (b) that Person’s association with or authority to act on
behalf of another Person, or (c) the ownership of an account to be credited.

APPENDIX THREE
ACH Record Format Specifications

PART 3.2 Glossary of ACH Record Format Data Elements

SUBPART 3.2.2 Glossary of Data Elements

Addenda Information: 44 Positions — Addenda Record — Optional (Returns except IAT); 34 Positions — Addenda
Record — Optional (IAT Returns); 21 Positions Addenda Record — Optional/Mandatory (dishonored Returns)

Addenda Information is associated with the immediately preceding Entry Detail Record.
The Addenda Information field of a Return Entry is used by the RDFT to relay explanatory information that is
required with the use of Return Reason Code R17 (File Record Edit Criteria/Entry with Invalid Account Number

Initiated Under Questionable Circumstances).

The Addenda Information field of a Return Entry is used by the RDFI to relay explanatory information that is required with the use of
Return Reason Code R17 (File Record Edit Criteria/Entry Initiated Under Questionable Circumstances).
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An RDFT using Return Reason Code R17 to return an Entry that contains an invalid DFI Account Number and
is believed by the RDFT to have been initiated under questionable circumstances must insert “QUESTIONABLE”
within the first twelve positions of this field. The RDFI may include additional explanatory information within the
remaining positions of this field.

An RDFI using Return Reason Code R17 to return an Enitry that is believed by the RDFI to have been initiated under questionable
circumstances (which includes, but s not limited to, an Entry Transmitted without the Originator’s authorization or an Entry that s
authorized by the Originator under False Pretenses) must insert “QUESTIONABLE? within the first twelve positions of this field. The
RDFI may include additional explanatory information within the remaining positions of this field.
The Addenda Information Field of a dishonored Return Entry is a mandatory field when the dishonored Return
bears Return Reason Code R69 (Field Error(s)). When Using Return Reason Code R69, the ODFT must insert the
appropriate code(s) from the list below, separated by an asterisk (¥), within the Addenda Information Field of the
Addenda Record Format for dishonored Returns to indicate the field(s) in which the errors occur:

01  Return Contains Incorrect DFI Account Number

02 Return Contains Incorrect Original Entry Trace Number

03 Return Contains Incorrect Dollar Amount

04 Return Contains Incorrect Indwidual Identification Number/Identification Number

05 Return Contains Incorrect Transaction Code

06 Return Contains Incorrect Company Identification Number

07 Return Contains an Invalid Effective Entry Date

For example: 01*03*06

14 © 2024 Nacha®



SUPPLEMENT #1-2024 TO THE NACHA OPERATING RULES

%hu:‘m— ?memhc ) JO 97e(T TUOWIMNIG 9}
Surmorjoj Aep repuared yanXIs oY) SuIMo[oj Ae(] Surjueg ) uo ssauisng jo Suruado oty ey 19e[ OU LI Y 01 A[(B[IeA’ IPPUI Aq 0) ANUF WINNY A 10] aurpeap Nsodop sit &q 1orerad() OV S LI AU A PIAIdI 9q 1SN ANUG WINNY YO e

Knury reutsuo

A} JO 9B(T NUIWINAG 9 MEEVCZCM .%@Q wcﬂidm Puo99s 91} wo ssoursng jo wcmicmc A1 eyl I9e] ou L 24 01 I[qe[ieAe opewt 9¢ 01 au:‘m— WINIY 27} 0] dulpesp ﬂmcmuﬁ s %& hCuth&O HOV S11Y °p >£ PRATIOAT 9q st %.E:ﬂ UMY JorY 4

‘(suinyay pazssnbay

104 400 Aq uonpoyIUWapU])
€61 U0I3O3SGNSG ‘OM| 8Jo11Y 0}
buip1029p |4y aYy3 Ajuwepur
IsnW 400 8y A13u3 a3

uinjal 03 sea1bb [4qY 8yY3 J|

£'EL'7 UOROBSANG ‘OM

A13u3 up uinjal gy 8y2

10y paysanbai soy {0 dY.L
*1030u1BLIQ 8y} JO UOIIPZLIOYIND
a3 Inoyym pajpulblio Aug

ajo1My 03 BUIPIO2ID 4y 843 4@y puo 11paid b Jo ‘A13ug snosuog
Ayuwispul 3snw 400 8y A13ug ‘uinjay 104 3sanbay 1400 1400 Aq paulwieyep |  Jswnsuo)-uoN ARUF up uinjal |40y 3y} | 3senbay 5[40
8y uINjal 03 530160 |4QY Y3 4| | - 7'EL'7 UORDBSANS ‘oM BJoIY ON ‘paulyep 0N JoJewnsuo) | unyey 14ay 30U paysanbal sby 400 BYL 1ad pauinyoy 90
*S)Unodoy
JaWNSUOY) 0} S3L3UT X 1) PUD
2D 20} uondaoxg ainy - L1 p'E
UoI308SqNG 981y | BJOIY
apo)
Aiu3 31geq peziioyynoun - JeAo8Y | 935 930I0diod
1'TLE U0ROBSANS ‘S3IY | BPIY ayy Aq pazuoynp jou spm | Buisn Junoddy
'SalijU7 UINjaY PapusIxg PUD J2AI808Y 83U} JO JUNOIDY Jawnsuo)
Jwsubi| 03 3yBry 4aY - uney J9WNSUOY) D 03 PaY}IWSUDL| 01 3geq
€1°€ UOI308S ‘831y | BjoIY soA sADQ IDPUBIDD) 09 4x Jewnsuo) | papusixg 14ay som A1u3 3198p X1 40 DD pazuoyynoun S0
*sHBIP O JaqUINU 3981100U] UD “saljug aInjonng
UIPIUOD ADW Jo UOKDPIDA HBIP | UIN3aY HWSUDL] 03 Y61y S|4aY JoWNSUOD-UON ‘PIIDA JOU S| Jaquiny
98Y0 8y} |04 Abw A1jug 8y - §'¢ UoRag ‘981y | A1y oN sAoq Bumung z , JoJawnsuo) | unjey 14ay 3INJONI3S J9GWNU JUNOIOD BY[ | JUN03IY PIPAU] o
‘paI4 swpN Aundwo)
BUIAI803Y /3WIDN| [ONPIAIPY| "Juno2op Bupsixe U Jou
U3 Ul BWIDU S19A1908Y BY} s1 paypuBisap JaGUINU JUNOIID
UIP3U02 30U Op A8y} 8snpdaq 3y} Jo ‘A13ug ay3 Ul payRUBpI
Aj810s s8113U3 dOd 10 'D0g ‘DHY [onpIAIPUI 8y} 03 puodse1100
BulAliapun o3 peybjal Se1juT 884 30U S30p JaGUINU JUNOJID B3
uInjay 10 setyug dod 0 D09 ‘salug Inq ‘uonopIA 1BIP YP8Yd | 3unoddy 830307
‘4V UIN}a1 03 pasn aq jou | uinysy Jwisupi] 03 3yBry s14ay J8WNSUOD-UON ay3 sassod 31 pup pipA I 03 3|qoupn
Aow 8po?) UoSDaY UINYSY SIY L - §'¢ UoRag 981y | BOIY ON sAoq Bumung z , JoJewnsuod | unyey 14ay 2IN}ONI3S J9GUWINU JUNOIID BY | /3Uno2dy oN oy
aNINdOIY
Elo) ENEEEL.| JAVYAL IdAL IdAl Ad
S3.LON SSOUD s INIL INNODDV | NunL3y |qatviung |  NOHdIEOS3d Ul 3dod

S9POD) UOSDIY UINYDY JO 3IGPL TV L¥Vd

© 2024 Nacha®

15



SUPPLEMENT #1-2024 TO THE NACHA OPERATING RULES

XNy [eUISLO 9y JO Ae(] MAWANAG A

Summoy[oy Aep Jepuared YIanXIs a1} Sumoroy Ae(] Sunyueg o) uo ssauisng jo Suruado oy uey) 1oYe[ ou L[ O O A[(R[IeAR dpru a¢ 01 ANuF WIny oy 10§ aurpeap nsodop s1 A 101er0d() OV S LI Y A¢ PAAIdAT 9¢| 1shut ANUT UINY YORT

Knug reutsuo
Ay JO dVe(] JUAWANAG AP Surmor|o Ke(] Suryureg pPuodds ot uo ssoursng Jo Suruado oy wey JoYe ou IO A 0 dqe[rea dpew 3¢ 01 ANUY WIY ) 10§ durpeap ysodap s £q 101e10d) HOV SLIAY AU A PAAIIAIT aq ISt ANUY UIMY YORY

‘|4Q0 4o s0puIbuQ

ay3 Aq paypiiul Apjadoidwi som by}
A13u3 Buisiaasy b uinyal 0} /1y 3P0
UOSDaY UIN}aY asn AbW [4QY UY (€)

‘P[a} siy3 yo suonsod

Bujuipwal 8y} UlylIm UoRDWIOJU]
Ai03pupydxa [puonippo apnjoul Aow
4@ 341 ‘pIs!} uoizpwiioju] bpusppy
8y} Jo suonIsod aAfam3 311 33 UlyIM
.JTGYNOILSIND, Hasul 3snw uospal
sIy3 Joj A13u3 up Buiuingal [4gy 8y
‘(sasua)ald as|p4 Japun JopuIblQO
ay3 Aq paziioyano s1 3oy3 A13u3 HOV
UD JO ‘UO[IDZIIOYIND S J0IDUIBLQ Y}
N0Y3IM paRIWISUDI] A13UT HOY uD
‘03 pajjWwi 30U s13nq ‘s8PNJOUI YoIYM)
$80UDISWNJID B3]qpUoiIsanb Japun
Pajbi}IuI USaG BADY 0} } SaAdI[Eq
[4@Y 8Y3 95ND23Q JUNOIID S 1BAIBIBY
ay3 03 pajsod aq Jou pjnoys Aiu3

UD 3Dy} pauIwLIBIap SDY |40y UV ()
*plol siy3 jo suonisod Bujuipwal

33 UIyyM uonpwiIoul A10ypupjdxe
[pUOIIPPD BpNjoul AW |y 3Y L
"P[9l} UoldULIOJU| DPUSPPY 843 JO
suorysod aA[am) 3511} Y3 UIYIM

. 319VYNOILSIND, Hasul Isnw |4Qy
8y "S82UD}SWINDIID d|qpUONSanb

JUNO2DY |4 PI|DAUI UD SUIDIUOD
1Y} A13UJ UD UINYaI 0} /1Y BPOD)
UosDaY UINaY asn Abw [4QY UY ()

‘uInyay oy}
40 P[3l4 UOIDWIOJU| DPUSPPY BY3 Ul
paynuap! aq 3snw Jous Buissesoid

suonpo1199ds 30w

‘14g0 40 103pUIbLO

ay3 Aq paypnul Ajiedoidwi som
1DY3 8UO sb A13u7 buisiorsy b
Ppal1auap! sby JoA1929y 10 |1aY
8y Jay3Ie (g) 10 ‘(sasuaraid
as|b4 Japun Jo3puibLQ ay3 Aq
paziioyino A13u3 HOY up 1o
‘uoi3pziIoyIND S.103DUIBLQ By}
INOYNM pajjisupy] Aiu3
HOV ub ‘03 pajiwi| jou si 3nq
‘SapN[oUI YdIYMm) SSOUDISWNDIID
ajgpuoisanb Japun pajoiul
SDM JUNOJID S IBAIBIDY

a3 03 A13u7 8y} saAvlfaq M
9SND28Q JUNOIID S 18AI8IBY
a3 03 £13u3 ay3 pajsod jou
SDY [0y 343 (2) ‘1404 Aq
passasold aq Jouupd (s)pjal (|

400

10 1030UIBLIQ 8y} Aq paypiIUl
Apadoidwi som 3pyy suo sp
Anug Buisiaasy b paiyiuapl sby
19A1839Y 10 |40y BY3 1BYD (€)
10 !$95UDISWIND.ID d|gpUOI}Sanb
19puUN Pa)pIIUI U9 SADY

01 14Qy 3Y3 Aq paastjaq !

PUD (J2qUINU JUNOJID PIJDAUL

[DS19A8Y PazpIU|
-Auadosdwy

Jo uinyay
/S92UDISWN2II)
ajqouonsany
49pun paieiiy|
Anug/ouapd
#P3 P1039Y 34
|psioARy
pa3piu|
-A4adoidw)

Jo wnyay
/$92UD3SWnoII)
ajqouonsany

a3 Buisnod (s)pels oY1 ‘14aY 843 A9 PI033Y HOV 40 AInssol9 - /3UN029D 3}D20] 03 3|gDUN |  JBpU( Pa3dIIY]
passao0id g Jouund Anu3 ayy | '€ Mnd 931y | xipuaddy /3UN029D OU/PESOd JUNOJID) | JSQUINN JUN0IIY
a8 o ‘sauu3 J8GWINN JUN022Y |34 PIPAU UD PIDAU] Y3t
Aq peype @10 JoypiadQ HOY oy Aq | UINIRY Hwisupll 03 3yBry s 140y Jawnsuo)-uoN SuIPUOD A13UT BY3 (7) ‘140Y A9 Anuz/ouay)
Pe}IPa 10U 21D 1043 SPJa1} BWIOS (1) - §'€ UORYRG ‘BBIY | BJOIMY oN sAp@ Bupjung 7 , 10JWNSU0) | uInay 14ay passaooid aq j0uupd (S)pjal4 (1) | MP3 p10daY 314 oy
a3dINoa
IONIYIATY INVYS IdAL IdAL Ag
=lels SSoud .Fuw._v”_._m.__._m_%_.m INIL INNODDY | N¥NL13Y | QILVILINI el ]sb el BT

(PaNUI3UOD) SBPOD) UOSDIY UIN}BY JO 3|qPL TV 1¥Vd

© 2024 Nacha®

16



SUPPLEMENT #1-2024 TO THE NACHA OPERATING RULES

The following ACH Risk Management Topics change is effective March 20, 2026.

APPENDIX THREE

ACH Record Format Specifications

PART 3.2 Glossary of ACH Record Format Data Elements

SUBPART 3.2.2 Glossary of Data Elements
Company Entry Description: 10 Positions — Company/Batch Header Record — Mandatory (all batches)

The Originator establishes the value of this field to provide the Receiver with a description of the purpose of the Entry.
For example, “Gas bill,” “Reg. Salary,” “ins. prem.,” “Soc. Sec.,” “DTC,” “Irade Pay,” “PURCHASE,” etc.

The Originator establishes the value of this field to provide the Recewer with a description of the purpose of the Entry. For example: “Gas
bill,” “ins. prem.,” “Soc. Sec.,” “DTC,” “Trade Pay,” “PURCHASE,” etc.

This field must contain the word “ACCTVERIFY” when the batch contains Micro-Entries.
This field must contain the word “NONSETTLED” when the batch contains Entries that could not settle.

T s field must contain the word “PURCHASE” when the batch contains e-commerce purchases. For this purpose, an e-commerce purchase
15 a debit Entry authorized by a consumer Recewer for the online purchase of goods, including recurring purchases furst authorized online. An
e-commerce purchase uses the WEB SEC Code, except as permutted by the rule on Standing Authorization to use the PPD or TEL SEC
Code. The ODFI has no obligation to verify the presence or accuracy of the word “PURCHASE” as a description of purpose.

This field must contain the word “RECLAIM” when the batch contains Reclamation Entries.

This field must contain the words “RETRY PYMT” when the batch contains Reinitiated Entries. For any Reinitiated
Entry, the description “RETRY PYM'T” must replace the original content of the Company Entry Description field
transmitted in the original Entry, including content otherwise required by these Rules.

This field must contain the words “RETURN FEE” when the batch contains Return Fee Entries.
This field must contain the word “REVERSAL” when the batch contains Reversing Entries.

ADV: The Originator, i.e., the Originating ACH Operator, uses this field to describe to the institution receiving the
ADV Tile the type of activity to which the accounting information relates.

CCD: This field must contain the word “HCCLAIMPM'T” when the batch contains Health Care EFT Transactions.
ENR: This field must contain the word “AUTOENROLL” when the batch contains Automated Enrollment Entries.

PPD: Ths field must contain the word “PAYROLL” when the batch contains credits for the payment of wages, salaries, or similar types of
compensation. The use of the term “PAYROLL” in this field is descriptive and by use of the word, neither the Originator; nor the ODFI (or
any Third-Parly Service Provider acting on behalf of an Originator or ODFEI), makes any representation or warranty to the RDFI or the
Recewer regarding the Recewer’s employment status. The ODFI has no obligation to verify the presence or accuracy of the word “PAYROLL”
as a description of purpose or employment status.
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RCK: This field must contain the word “REDEPCHECK”.
TRX: This field contains the routing number of the keeper.

WEB: For a Person-to-Person Entry, this field must contain a description that the Receiver would readily recognize as
descriptive of a Person-to-Person Entry.

XCK: This field must contain the words “NO CHECK?”.

The following ACH Risk Management Topics changes are effective March 20, 2026 and June 19, 2026.

ARTICLE TWO
Rights and Responsibilities of ODFIs, Their Originators, and Third-Party Senders

SECTION 2.2 Prerequisites to Origination

SUBSECTION 2.2.4 Identification of Unauthorized Entries or Entries Authorized Under
False Pretenses (New Subsection)'.

Each non-consumer Originator; each Third-Party Sender; each ODFI; and each Third-Party Service Provider that performs any functions
of ACH processing on behalf of an Originator; Third-Party Sender; or ODFI must:

(a) establish and implement risk-based processes and procedures relevant to the role it plays in the authorization or Transmission
of Entries that are reasonably intended to identify Entries that are suspected of being unauthorized or authorized under False
Pretenses; and

() at least annually review these processes and procedures and make appropriate updates to address evolving risks.

These processes and procedures do not require the screening of every ACH Entry individually and do not need to be performed prior to
the processing of Entries. An ODFIs processes and procedures may take into account the processes and procedures implemented by other
participants in the origination of Entries.

This Subsection 2.2.4 does not modyfy or create, and shall not be interpreted to modyfy or create, in any way, rights or obligations of any
Person under Article 44. An agreement to comply with the Rules or this Subsection 2.2.4 does not, and shall not be interpreted to, constitute
agreement to a “security procedure” for purposes of Article 44 unless otherwise specifically designated as such in an agreement with the
ODFI. The obligation to comply with this Subsection 2.2.4 is enforceable solely by the National Association in accordance with Appendix
Nine (Rules Enforcement) of these Rules and does not create or imply any other duty to any other Person.

Phase 1 of this rule will become effective March 20, 2026, and will apply to all ODFIs, and to any non-consumer Originators, Third-Parly Senders, and Third-Party Service Providers whose
ACH Ongination or Transmission volume exceeds 6 million Entries in 2023. Phase 2 will become effective June 19, 2026, and will eliminate the volume threshold applicable to Subsection 2.2.4.
At that time, Subsection 2.2.4’s coverage will be expanded to include all non-consumer Originators, Third-Party Senders, and Third-Party Service Providers, regardless of volume.

|
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ARTICLE THREE
Rights and Responsibilities of RDFIs and Their Receivers

SECTION 3.1 General Rights and Responsibilities of RDFls

SUBSECTION 3.1.10 Identification of Unauthorized Credit Entries or Credit Entries Authorized Under False
Pretenses (New Subsection)?

Each RDFI must:

(a) establish and implement risk-based processes and procedures relevant to the role the RDFI plays in connection with the receipt
of credit Entries that are reasonably intended to identify credit Entries that are suspected of being unauthorized or authorized
under False Pretenses, including processes and procedures for responding when credit Entries are identified as potentially
unauthorized or authorized under False Pretenses; and

(b) at least annually review these processes and procedures and make appropriate updates to address evolving risks.

These processes and procedures do not require the screening of every ACH Entry individually and do not need to be performed prior to the
processing of Entries.

This Subsection 3.1.10 does not modyfy or create, and shall not be interpreted to modyfy or create, in any way, rights or obligations of any
Person under Article 44. The obligation to comply with this Subsection 3. 1.10 is enforceable solely by the National Association in accordance
with Appendix Nine (Rules Enforcement) of these Rules and does not create or imply any other duty to any other Person.

Phase 1 of this rule will become ¢ffective March 20, 2026, and will apply to all RDFIs whose ACH receipt volume exceeds 10 mullion Entries in 2023. Under Phase 2 (effective June 19,
2026), the volume threshold will be eliminated and the requirements of Subsection 3.1.10 will apply to all RDFIs.
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APPENDIX A: ACH RISK MANAGEMENT TOPICS INDIVIDUAL TECHNICAL SUMMARIES
Codifying Expanded Use of Return Reason Code R17

Technical Summary

Below is a summary of the impact of the new rule Codifying the Expanded Use of Return Reason Code R17 on the
Nacha Operating Rules.

Article Eight, Section 8.42 (“False Pretenses”) — New section to define False Pretenses.

Appendix Three, Subpart 3.2.2 (Glossary of Data Elements - Addenda Information) — Updated to include additional
language for unauthorized entries and entries authorized under False Pretenses.

Appendix Four; Part 4.2 (Table of Return Reason Codes) — Updated to include modifications to the use of Return
Reason Code R17.

Expanding the Use of ODFI Request for Return - RO6

Technical Summary

Below is a summary of the impact of Expanding the Use of ODFI Request for Return — R06.

Article Two, Subsection 2.10.1 (General Rule for Reversing Eniries). Updated to delete references to the ODFI request
for return.

Article Two, Subsection 2.13.2 (ODFI Request for Return). Updated to allow an ODFI to request a return for any
reason.

Article Two, Subsection 2.13.3 (Indemnification by ODFI for Requested Returns) — Updated to remove restrictive language
for entries qualified as reasons to request a return.

Article Two, Subsection 2.15.6.1 (Dishonor of Return by ODFI) — Updated to remove reference to erroneous entry
under list of qualified reasons to dishonor a return.

Article Three Subsection 5.8.6 (Response to ODFI Request for Return) — New subsection adding the requirement for the
RDIT to advise the ODFT of its decision or the status of the ODFI’s request.

Appendix Four, Part 4.2 (1able of Return Reason Codes) — Updated to include modifications to the use of Return
Reason Code R0O6.

Additional Funds Availability Exceptions

Technical Summary

Below is a summary of the impact of the Additional Funds Availability Exceptions Rule.

Article Three, Subsection 5.5.1 (General Rules for Availability of Credit Entries to Recewvers). Updated to add exemptions for
credit entries the RDFT suspects are originated under false pretenses.

Article Eight, Section 8.42 (False Pretenses). New section to define False Pretenses.

20 © 2024 Nacha®



SUPPLEMENT #1-2024 TO THE NACHA OPERATING RULES

Timing of Written Statement of Unauthorized Debit
Technical Summary

Below is a summary of the impact of the Timing of Written Statement of Unauthorized Debit Rule.

o Article Three, Subsection 3.12.4 (Form of Written Statement of Unauthorized Debit). Updated to allow a WSUD to be signed
and dated by the Receiver on or after the date on which the Entry is presented to the Receiver, even if the debit has
not yet been posted to the account.

RDFI Must Promptly Return Unauthorized Debit
Technical Summary

Below is a summary of the impact of the RDFI Must Promptly Return Unauthorized Debit Rule.

o Article Three, Subsection 5.15.1 (RDFI May Transmit Extended Return Entries). Updated to require an RDFT to transmit an
Extended Return Entry so that it is made available to the ODFI no later than the opening of business on the sixth
banking day following the RDIFI’s completion of its review of the consumer’s signed WSUD.

Fraud Monitoring by Originators, Third-Party Service Providers/Third-Party Senders and ODFls
Technical Summary

Below is a summary of the impact of the Fraud Monitoring by Originators, Third-Party Service Providers/Third-
Party Senders and ODFIs Rule on the Nacha Operating Rules.

o Article Two, Subsection 2.2.4 (Identification of Unauthorized Entries or Entries Authorized Under False Pretenses) — New
subsection to establish rules surrounding fraud monitoring;

o Article Fight, Section 8.42 (“False Pretenses”). New section to define False Pretenses. (This section will be effective
October 1, 2024)

RDFI ACH Credit Monitoring
Technical Summary

Below is a summary of the impact of the RDFI ACH Credit Monitoring Rule on the Nacha Operating Rules. Sections
of the Rules that are affected by this amendment are also included and reflect rule language as it will read upon
implementation in highlighted, italicized text.

o Article Three, Subsection 3.1.10 (Identification of Unauthorized Credit Entries or Credit Entries Authorized Under False Pretenses)
— New subsection requiring monitoring of incoming ACH credits by RDFIs.

o Article Eight, Section 8.42 (“False Pretenses”) — New section to define False Pretenses. (This section will be effective
October 1, 2024)

Standard Company Entry Descriptions PAYROLL and PURCHASE
Technical Summary

Below is a summary of the impact of the Standard Company Entry Descriptions PAYROLL and PURCHASE Rule.
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Appendix Three, Subsection 3.2.2 (Glossary of Data Elements). Updated to add a new standard Company Entry
Description for e-commerce purchases.

Appendix Three, Subsection 3.2.2 (Glossary of Data Elements). Updated to add a new standard Company Entry
Description for PPD Credits for payment of wages, salaries and similar types of compensation.
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Minor Topics Rule Changes

SUMMARY

The Minor Topics Rule Changes amend six specific areas of the Nacha Operating Rules (Rules) to address minor
issues. Minor changes to the Rules have little to no impact on ACH participants and no significant processing or
financial impact. These amendments address changes related to:

1. General Rule/Definition of WEB Entries.

2. Definition of Originator.

3. Originator Action on Notification of Change.
4. Data Security Requirements.

5. Use of Prenotification Entries.

6. Clarification of Terminology — Subsequent Entries.

KEY COMPONENTS OF RULE AMENDMENTS
General Rule/Definition of WEB Entries

The General Rule/Definition of WEB Entries amendment will re-word the WEB general rule in Article Two and
definitions in Article Eight and Appendix Three to clarify that the WEB SEC Code must be used for all consumer—
to—consumer credits, regardless of how the consumer communicates the payment instruction to the ODFI or the
Person—to—Person service provider.

Scope of change: Clarification of the existing requirement on proper SEC Code use.

Definition of Originator

The Definition of Originator change will add a reference to the Originator’s authority to credit or debit the Receiver’s
account, which is not currently addressed in the Rules. The change will include a notation to the definition that the
Rules do not always require a Receiver’s authorization, such as with Reversing, Reclamation and Person—to—Person
Entries.

Scope of change: Clarification of intent - role of an ACH participant.

Originator Action on Notification of Change

The Rules currently allow the Originator discretion on whether it will act on Notifications of Change (NOCis) received
for certain single entries bearing certain SEC Codes (ARC, BOC, POP, RCK, TEL, WEB, and XCK), but are silent
on single entries bearing other SEC Codes. In practice, many Originators have been treating NOCs for all one-time
entries similarly. This Originator Action on Notification of Change amendment will give Originators discretion on
whether to make NOC changes for any single entry, regardless of SEC Code.

Scope of change: Clarification of intent and reflection of current business practice.

Data Security Requirements

The current Rules require each non-consumer Originator that is not a participating depository financial institution to
protect DFT account numbers by rendering them unreadable when stored electronically. This requirement is threshold-
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based and begins to apply to covered entities once those participants’ annual ACH origination or transmission volume
exceeds 2 million entries for the first time. The Rules include a grace period, which as currently worded, can be
misinterpreted as giving relief to compliance for covered parties if their volume falls below the 2 million entry threshold
in the future. The Data Security Requirements change will clarify that once a covered party meets the volume threshold
for the first time, the requirement to render account numbers unreadable remains in effect, regardless of future volume.

Scope of change: Clarification of intent.

Use of Prenotification Entries

The Rules currently allow Originators to transmit prenotification entries for account validation prior to initiation of
the first credit or debit entry to the Receiver’s account. However, Originators have indicated a need to re-validate that
certain accounts are open and can accept ACH entries, even after live entries previously have been transmitted. The
recent rule on Micro-Entries does not limit validation to before first use. Furthermore, in practice, many Originators
already use prenotes for re-validation. The Use of Prenotification Entries amendment will align the prenote rules with
industry practice by removing language that limits prenote use to only prior to the first credit or debit entry.

Scope of change: Minor change to reflect current business practice.

Clarification of Terminology - Subsequent Entries

With the adoption of definitions and rules for Standing Authorization and Subsequent Entry, minor changes are
needed to prenote and NOC language to remedy now-ambiguous references to the phrase “subsequent entry” when
not referring to a defined Subsequent Entry. The Clarification of Terminology — Subsequent Entries amendment will
replace references to “subsequent entry” in the Rules with synonymous terms (e.g., future, additional, another) to avoid
any confusion with the new definition “Subsequent Entry.”

Scope of change: Clarification of intent.

IMPACT TO PARTICIPANTS

All Participants: All ACH Network participants benefit from Rules language that is consistent and clear, and that
takes established industry practices into consideration. Each of the Minor Topics Rule changes serves to improve
overall ACH processing efficiency by enhancing and clarifying certain areas within the Rules that are troublesome or
ambiguous to users. Nacha does not expect ACH Network participants to incur any substantial costs associated with
the implementation of these changes.

EFFECTIVE DATE
Each of the Minor Topics Rule changes will become effective on June 21, 2024.

TECHNICAL SUMMARY

On the following pages is a summary of the impact of the Minor Topics Rule changes on the Nacha Operating Rules.
Sections of the Rules that are affected by these amendments are included and reflect rule language as it will read upon
implementation in highlighted, italicized text.

General Rule/Definition of WEB Entries

o Article Two, Subsection 2.5.17.1 (General Rule for WEB Entries) — clarifies that the WEB Standard Entry Class Code

must be used for all WEB Entries, regardless of how the consumer Originator communicates the payment
instruction to the ODFI/P2P service provider.

o Article Eight, Section 8.55 (“Internet-Initiated/Mobile Entry”) — clarifies that the WEB Standard Entry Class Code
must be used for all WEB Entries, regardless of how the consumer Originator communicates the payment
instruction to the ODFI/P2P service provider
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o Appendix Three, Subpart 3.2.2 (Glossary of Data Elements) — makes corresponding changes to the definition of WEB
Entry under the description of the Standard Entry Class Code field.

ARTICLE TWO
Rights and Responsibilities of ODFIs, Their Originators, and Third-Party Senders

SUBSECTION 2.5.17 Specific Provisions for WEB Entries (Internet-Initiated/Mobile Entry)
SUBSECTION 2.5.17.1 General Rule for WEB Entries

A debit WEB Entry is a debit Entry to a Consumer Account originated based on (a) any form of authorization that
is communicated from the Receiver to the Originator via the Internet or a Wireless Network, except for an Oral
Authorization via a telephone call; or (b) any form of authorization if the Receiver’s instruction for the initiation of
the individual debit Entry is designed by the Originator to be communicated, other than orally via a telephone call, to
the Originator via a Wireless Network.

A credit WEB Entry is a credit Entry initiated by or on behalf of the holder of a Consumer Account that is intended
for a Gonsumer Account of a Receiver, regardless of whether the instruction is communicated via the Internet or
Wireless Network.

A credit WEB Entry is a credit Entry initiated by or on behalf of the holder of a Consumer Account that is intended for a Consumer
Account of a Recetven; regardless of the manner in which the consumer Originator communicates the payment instruction to the ODFI or
T hird-Party Service Provider.

ARTICLE EIGHT

Definitions of Terms Used in These Rules

SECTION 8.55 “Internet-Initiated/Mobile Entry” or “WEB Entry” or “WEB”

(a) a debit Entry initiated by an Originator to a Consumer Account of the Receiver based on (a) any form of
authorization that is communicated from the Receiver to the Originator via the Internet or Wireless Network,
except for an Oral Authorization via a telephone call; or (b) any form of authorization if the Receiver’s instruction
for the initiation of the individual debit Entry is designed by the Originator to be communicated, other than orally
via a telephone call, to the Originator via a Wireless Network;

(b) at the discretion of the Originator, a debit Subsequent Entry for which the Receiver’s affirmative action for the
initiation of the Subsequent Entry is communicated by the Receiver to the Originator via the Internet, regardless
of the manner in which the Standing Authorization was obtained; or

(c) a credit Entry initiated by or on behalf of the holder of a Consumer Account that is intended for the Consumer
Account of a Receiver, regardless of whether the authorization of such Entry is communicated via the Internet
or Wireless Network.

(c) a credit Entry initiated by or on behalf of the holder of a Consumer Account that is intended for the Consumer Account of a Recewer,
regardless of the manner in which the consumer Originator communicates the payment instruction to the ODEI or Third-Party Service
Provider.
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APPENDIX THREE

ACH Record Format Specifications

PART 3.2 Glossary of ACH Record Format Data Elements

SUBPART 3.2.2 Glossary of Data Elements
Standard Entry Class Code: 3 Positions — Company/Batch Header — Mandatory (all batches)

This field contains a three-character code used to identify various types of Entries.

ACK: ACH Payment Acknowledgment — The code that identifies a Non-Monetary Entry initiated by an RDFI to provide an
acknowledgment of receipt by the RDFT of a corporate credit payment originated using the CCD format.

ADV: Automated Accounting Advice — The code that identifies a Non-Monetary Entry that is used by an ACH Operator to
provide accounting information regarding an Entry to Participating DFIs in machine-readable format. An Automated
Accounting Advice is an optional service provided by ACH Operators and must be requested by a DFI desiring this
service.

ARC: Accounts Recewable Entry — The code that identifies a Single Entry debit initiated by an Originator to the Receiver’s
account based on an Eligible Source Document provided to the Originator by the Receiver (1) via the U.S. mail or
delivery service, (2) at a dropbox location, or (3) in person for payment of a bill at a manned location.

ATX: Financial EDI Acknowledgment — The code that identifies a Non-Monetary Entry initiated by an RDFI to provide an
acknowledgment of receipt by the RDFI of a corporate credit payment originated using the CGTX format.

BOC: Back Office Conversion Entry — The code that identifies a Single Entry debit initiated by an Originator to the Receiver’s
account based on an Eligible Source Document provided to the Originator by the Receiver at the point of purchase or at
a manned bill payment location for subsequent conversion during back office processing

CCD: Corporate Credit or Debit Entry — The code that identifies an Entry initiated by an Organization to transfer funds
to or from an account of that Organization or another Organization.

CIE: Customer Initiated Entry — The code that identifies a credit Entry initiated by or on behalf of the holder of a
Consumer Account to transfer funds to the account of the Receiver.

COR: Notification of Change or Refused Notification of Change — The code that identifies a Non-Monetary Entry Transmitted by
(1) an RDFT for the purpose of identifying incorrect information contained within an Entry and providing correct data
in the precise format to be used on future Entries, or (2) an ODFT to refuse a misrouted NOC or an NOC that contains
incorrect information.

CTX: Corporate Trade Exchange — The code that identifies an Entry initiated by an Organization to transfer funds to
or from the account of that Organization or another Organization that permits the inclusion of payment-related
remittance information in ANSI or UN/EDIFACT syntax.

DNE: Death Notification Entry — The code that identifies a Non-Monetary Entry initiated by an agency of the Federal
Government of the United States to notify an RDFT of the death of a Receiver.

ENR: Automated Enrollment Entry — The code that identifies a Non-Monetary Entry initiated by a Participating DFI to
an agency of the Federal Government of the United States on behalf, and at the request, of an account holder at the
Participating DFI to enroll in a service that will enable Entries to such Person’s account at the Participating DFI.
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IAT: International ACH Transaction — The code that identifies an Entry that is part of a payment transaction® involving a
Financial Agency’s office that is not located in the territorial jurisdiction of the United States. An office of a Financial
Agency is involved in the payment transaction if it (1) holds an account that is credited or debited as part of the
payment transaction, (2) receives payment directly from a Person or makes payment directly to a Person as part of the
payment transaction, or (3) serves as an intermediary in the settlement of any part of the payment transaction.

MTE: Machine Transfer Entry — The code that identifies Entries initiated at an “Electronic terminal,” as defined in
Regulation E, to transfer funds to or from a Consumer Account maintained with an RDFI, i.c., an ATM cash deposit
or withdrawal.

POP: Point-of-Purchase Entry — The code that identifies a Single Entry debit initiated by an Originator to the Receiver’s
account based on an Eligible Source Document provided to the Originator by the Receiver at the point of purchase or
manned bill payment location to transfer funds from the Receiver’s account.

POS: Point-9f=Sale Entry — The code that identifies a debit Entry initiated at an “Electronic terminal,” as defined in
Regulation E, to transfer funds from a Consumer Account of the Receiver to pay an obligation incurred in a point-of-
sale transaction, or to effect a point-of-sale terminal cash withdrawal. Also an adjusting or other credit Entry related to
such debit Entry, transfer of funds, or obligation.

PPD: Prearranged Payment and Deposit Entry — The code that identifies an Entry initiated by an Organization based on
a standing or a Single Entry authorization from a Receiver to transfer funds to or from a Consumer Account of the
Receiver.

RCR: Re-presented Check Entry —The code that identifies a Single Entry debit constituting a presentment notice of an item
eligible under Article Two, Subsection 2.5.13.3 (RCK Eligible Items). An RCK Entry is an item as defined by Revised
Article 4 of the Uniform Commercial Code (1990 Official Text) only for the limited purposes of presentment as set
forth in Article 4-110(c) and notice of dishonor as set forth in Article 4-301(a)(2).

SHR: Shared Network Transaction — The code that identifies a debit Entry initiated at an “Electronic terminal,” as defined in
Regulation E, to transfer funds from a Consumer Account of the Receiver to pay an obligation incurred in a point-of-sale
transaction, or to effect a point-of-sale terminal cash withdrawal. Also an adjusting or other credit Entry related to such
debit Entry, transfer of funds, or obligation. SHR Entries are initiated in a shared network where the ODFI and RDFI
have an agreement in addition to these Rules to process such Entries.

TEL: Telephone-Initiated Entry—The code thatidentifies a debitinitiated by an Originator pursuant to an oral authorization
obtained over the telephone to transfer funds from a Consumer Account of the Receiver.

TRC: Check Truncation Entry — The code that identifies a debit Entry initiated pursuant to a Check Truncation Program
that permits the Truncation of a single Check drawn on the paying bank.

TRX: Check Truncation Entries Exchange — The code that identifies a debit Entry initiated based on a Check Truncation
Program that permits the Truncation of multiple Checks drawn on the same paying bank.

WEB: Internet-Initiated/Mobile Entry — The code that identifies (1) a debit Entry initiated by an Originator to a Consumer
Account of the Receiver based on (a) an authorization that is communicated, other than by an oral communication,
from the Receiver to the Originator via the Internet or a Wireless Network, or (b) any form of authorization if the
Receiver’s instruction for the initiation of the individual debit Entry is designed by the Originator to be communicated,
other than by an oral communication, to the Originator via a Wireless Network; or (2) a credit Entry initiated by or on
behalf of the holder of a Consumer Account that is intended for the Consumer Account of a Receiver, regardless of
whether the authorization of such Entry is communicated via the Internet or Wireless Network.

"See the Nacha Operating Guidelines chapter on International ACH Transactions for further guidance on payment transactions.
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WEB: Internet-Initiated/Mobile Entry — The code that identifies (1) a debit Entry initiated by an Originator to a Consumer Account of the
Recewer based on (a) an authorization that is communicated, other than by an oral communication, from the Recewer to the Originator via the
Internet or a Wireless Network, or (b) any form of authorization if the Recever’s instruction for the initiation of the indwidual debit Entry
us designed by the Originator to be communicated, other than by an oral communication, to the Originator via a Wareless Network; or (2) a
credit Entry initiated by or on behalf of the holder of a Consumer Account that us intended for the Consumer Account of a Recewer; regardless
of the manner in which the consumer Originator communicates the payment instruction to the ODFI or Third-Party Service Provider:

XCR: Destroyed Check Entry — The code that identifies a debit Entry initiated with respect to an item eligible under Article
Two, Subsection 2.5.18.2 (XCK Eligible Items).

Definition of Originator

o Article Eight, Section 8.71 (“Originator”) — expands the definition of Originator to recognize the Originator’s
fundamental relationship with the Receiver.

ARTICLE EIGHT

Definitions of Terms Used in These Rules

SECTION 8.71 “Originator”

a person that has authorized an ODFI (directly or through a Third-Party Sender) to Transmit, for the account of that
Person, a credit Entry, debit Entry, or Non-Monetary Entry to the Receiver’s account at the RDFI.

a Person that (1) has been authorized by a Recewer to initiate a credit Entry, debit Entry, or Non-Monetary Entry to the Receiver’s account
at the RDFI (except where authorization is not required by these Rules); and (i) has authorized an ODFI (directly or through a Third-
Party Sender) to Transmut, for the account of that Person, a credit Entry, debit Entry, or Non-Monetary Entry to the Recewer’s account at
the RDFI.

Originator Action on Notification of Change

o Article Two, Subsection 2.12.1 (ODFI and Originator Action on Notification of Change) — modifies bullet (1) to clarify that
the Originator has discretion to act on any single-entry NOC, regardless of SEC Code.

ARTICLE TWO
Rights and Responsibilities of ODFIs, Their Originators, and Third-Party Senders

SECTION 2.12 Notifications of Change

SUBSECTION 2.12.1 ODFI and Originator Action on Notification of Change (NOC)

An ODFI must accept a Notification of Change (also known as “NOC” and “COR Entry”) or a corrected NOC that
complies with the requirements of Appendix Five (Notification of Change) and is Transmitted by the RDFI within the
time limits established by these Rules, unless otherwise provided for in this Section 2.12.

For each NOC or corrected NOC it receives, an ODFI must provide the Originator with the following minimum
information within two Banking Days of the Settlement Date of the NOC or corrected NOC:
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(a) Company Name;

(b) Company Identification;

(c) Company Entry Description;

(d) Effective Entry Date;

(e) DFI Account Number;

(f) Individual Name/Receiving Company Name;

(g) Individual Identification Number/Identification Number;

(h) Change Code;

(1) Original Entry Trace Number;

(j) Original RDFI Identification; and

(k) Corrected Data.
Except as noted below, the Originator must make the changes specified in the NOC or corrected NOC within six
Banking Days of receipt of the NOC information or prior to initiating another Entry to the Receiver’s account,

whichever is later.

() The Originator may choose, at its discretion, to make the changes specified in any NOC or corrected NOC
received with respect to any ARC, BOC, POP, RCK, Single-Entry TEL, Single-Entry WEB, and XCK Entry.

() The Onginator may choose, at its discretion, to make the changes specified in any NOC or corrected NOC received with respect to
any Single Entry.

(m) In the case of CIE and credit WEB Entries, the ODFT or the Third-Party Service Provider (rather than the
consumer Originator) must make the changes specified in the NOC.

(n) Foran NOC thatisin response to a Prenotification Entry, the Originator must make the changes specified in the
NOC prior to originating a subsequent Entry to the Receiver’s account if the NOC 1s received by the ODFI by
the opening of business on the second Banking Day following the Settlement Date of the Prenotification Entry.

Data Security Requirements

o Article One, Section 1.6 (Security Requirements) — clarifies that once a party is subject to the requirement to render
data unreadable when stored electronically, it must continue to do so consistently thereafter, regardless of annual
volume.
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ARTICLE ONE
General Rules

SECTION 1.6 Security Requirements

Each non-consumer Originator, Participating DFI, Third-Party Service Provider, and Third-Party Sender must
establish, implement, and update, as appropriate, policies, procedures, and systems with respect to the initiation,
processing, and storage of Entries that are designed to:

(a) protect the confidentiality and integrity of Protected Information until its destruction;

(b) protect against anticipated threats or hazards to the security or integrity of Protected Information until its
destruction; and

(c) protect against unauthorized use of Protected Information that could result in substantial harm to a natural
person.

Such policies, procedures, and systems must include controls that comply with applicable regulatory guidelines on
access to all systems used by such non-consumer Originator, Participating DFI, or Third-Party Service Provider to
Initiate, process, and store Entries.

Each non-consumer Originator that is not a Participating DFI, each Third-Party Service Provider, and each Third-
Party Sender, whose ACH Origination or Transmission volume exceeds 2 million Entries annually must, by June 30
of the following year, protect DFI Account Numbers used in the initiation of Entries by rendering them unreadable
when stored electronically.

Each non-consumer Originator that is not a Participating DFI, each Third-Party Service Provider; and each Third-Party Sender; whose
ACH Origination or Transmission volume exceeds 2 mullion Entries annually must protect DEI Account Numbers used in the initiation of
Entries by rendering them unreadable when stored electronically no later than fune 30 of the year immediately following the year in which
such volume first exceeds the 2 mullion Entry threshold, and consistently thereafter regardless of annual volume.

Use of Prenotification Entries

o Article Two, Subsection 2.6.1 (General Rule for Prenotifications) — removes the limitation that prenotifications may only
be used prior to the first ACH credit or debit entry.

o Article Eight, Section 8.81 (“Prenotification Entry” or “Prenotification” or “Prenole”) — removes the limitation that
prenotifications may only be used prior to the first ACH credit or debit entry.

ARTICLE TWO

Rights and Responsibilities of ODFIs, Their Originators, and Third-Party Senders

SECTION 2.6 Prenotifications

SUBSECTION 2.6.1 General Rule for Prenotifications

Prior to the initiation of the first credit or debit Entry to a Receiver’s account with an RDFI, an Originator may
originate a Prenotification Entry to the RDFI.
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Prior to the initiation of future credit or debit Entries to a Recewer’s account with an RDFL an Orginator may originate a Prenotification
Entry to the RDFI.

ARTICLE EIGHT

Definitions of Terms Used in These Rules

SECTION 8.81 “Prenotification Entry” or “Prenotification” or “Prenote”

A Non-Monetary Entry initiated by an Originator to an RDFI prior to the initiation of the first credit or debit Entry
to a Receiver’s account with the RDFI. A Prenotification notifies the RDFT that the Originator intends to initiate one
or more credit or debit Entries to a Receiver’s account with that RDFI in accordance with the Receiver’s authorization.

A Non-Monetary Entry initiated by an Originator to an RDFT prior to the initiation of future credit or debit Entries to
a Receiver’s account with the RDFI. A Prenotification notifies the RDFI that the Originator intends to initiate one or
more credit or debit Entries to a Receiver’s account with that RDFI in accordance with the Receiver’s authorization.

Clarification of Terminology - Subsequent Entries

e Article Two, Subsection 2.4.2 (Exceptions to ODFI Warranties for Entries Originated Using Corrected Data
from Notification of Change) — replaces general references “subsequent entry” to avoid potential confusion with
the defined term “Subsequent Entry.”

* Article Two, Subsection 2.6.2 (Waiting Period Following Prenotification Entries) - replaces general references
“subsequent entry” to avoid potential confusion with the defined term “Subsequent Entry.”

* Article Two, Subsection 2.12.1 (ODFT and Originator Action on Notification of Change) - replaces general
references “subsequent entry” to avoid potential confusion with the defined term “Subsequent Entry.”

ARTICLE TWO
Rights and Responsibilities of ODFIs, Their Originators, and Third-Party Senders

SECTION 2.4 General Warranties and Liabilities of Originating Depository Financial
Institutions

SUBSECTION 2.4.2 Exceptions to ODFI Warranties for Entries Originated Using Corrected Data from
Notification of Change

An ODTFT that relies on the information contained within the Corrected Data field of a Notification of Change
Entry or Corrected Notification of Change Entry makes no warranty under Subsections 2.4.1.2 (The Entry Complies
with the Rules) and 2.4.1.4 (The Entry Contains Required Information) with respect to the corrected information in
subsequent entries.

An ODFI that relies on the information contained within the Corrected Data field of a Notification of Change Entry or Corrected Notification
of Change Entry makes no warranly under Subsections 2.4.1.2 (The Entry Complies with the Rules) and 2.4.1.4 (The Entry Contains
Required Information) with respect to the corrected information in_future entries.
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SECTION 2.6 Prenotifications

SUBSECTION 2.6.2 Waiting Period Following Prenotification Entries

An Originator that has originated a Prenotification Entry to a Receiver’s account may initiate subsequent Entries to
the Receiver’s account as soon as the third Banking Day following the Settlement Date of the Prenotification Entry,
provided the ODFT has not received a Return or a Notification of Change related to the Prenotification. If the
ODIT receives a Return Entry or a Notification of Change in response to the Prenotification by opening of business
on the second Banking Day following the Settlement Date of the Prenotification, the Originator must not transmit
subsequent Entries to the Receiver’s account until it has remedied the reason for the Return Entry or made the
correction requested by the Notification of Change.

An Originator that has originated a Prenotification Entry to a Recewer’s account may initiate additional Entries to the Recewver’s account as
soon as the third Banking Day following the Settlement Date of the Prenotification Entry, provided the ODFI has not receted a Return or
a Notification of Change related to the Prenotification. If the ODFI recewes a Return Entry or a Notification of Change in response to the
Prenotification by the opening of business on the second Banking Day following the Settlement Date of the Prenotification, the Originator

must not transmit additional Entries to the Recewver’s account until it has remedied the reason_for the Return Entry or made the correction
requested by the Notification of Change.

SECTION 2.12 Notifications of Change

SUBSECTION 2.12.1 ODFI and Originator Action on Notification of Change (NOC)

An ODFI must accept a Notification of Change (also known as “NOC” and “COR Entry”) or a corrected NOC: that
complies with the requirements of Appendix Five (Notification of Change) and is Transmitted by the RDFI within the
time limits established by these Rules, unless otherwise provided for in this Section 2.12.

For each NOC or corrected NOC it receives, an ODFI must provide the Originator with the following minimum
information within two Banking Days of the Settlement Date of the NOC or corrected NOC:

(a) Company Name;

(b) Company Identification;

(c) Company Entry Description;

(d) Effective Entry Date;

(e) DFI Account Number;

(f) Individual Name/Receiving Company Name;

(g) Individual Identification Number/Identification Number;
(h) Change Code;

(1) Original Entry Trace Number;

(j) Original RDFI Identification; and

(k) Corrected Data.
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Except as noted below, the Originator must make the changes specified in the NOC or corrected NOC within six
Banking Days of receipt of the NOC information or prior to initiating another Entry to the Receiver’s account,
whichever is later.

() The Originator may choose, at its discretion, to make the changes specified in any NOC or corrected NOG
received with respect to any ARC, BOC, POP, RCK, Single-Entry TEL, Single-Entry WEB, and XCK Entry.

(m) In the case of CIE and credit WEB Entries, the ODFT or the Third-Party Service Provider (rather than the
consumer Originator) must make the changes specified in the NOC.

(n) Foran NOC thatis in response to a Prenotification Entry, the Originator must make the changes specified in the
NOC prior to originating a subsequent Entry to the Receiver’s account if the NOC 1s received by the ODFI by
the opening of business on the second Banking Day following the Settlement Date of the Prenotification Entry.

(m)  For an NOC that is in response to a Prenotification Entry, the Onginator must make the changes specified in the NOC prior to
originating another Entry to the Recewer’s account if the NOC s recewved by the ODFI by the opening of business on the second
Banking Day following the Settlement Date of the Prenotification Entry.
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