To:
ACH Data Processors



From: 
<product manager >, ACH product manager



 

Subject: 
New NACHA Rule Change – International ACH Transactions (IAT)



Date:
<Date>
RE: 
Notification of important changes to the NACHA Operating Rules (Rules) that may have significant impact on how you process ACH files 
Effective September 18, 2009, an amendment to the Rules becomes effective that will require:

· ODFIs and Gateway Operators to identify all international payment transactions transmitted via the ACH Network as International ACH Transactions using a new Standard Entry Class (SEC) Code (IAT); and 
· IAT transactions to include the specific data elements defined within the Bank Secrecy Act’s (BSA) “Travel Rule” so that all parties to the transaction have the information necessary to comply with U.S. law, which includes the programs administered by the Office of Foreign Assets Control (OFAC). 
Participants impacted by this change:

All U.S. financial institutions, data processors and third party processors are affected by this change, including financial institutions that do not currently send or receive international ACH payments, as any financial institution may potentially receive an IAT transaction.

IAT defined:

An IAT transaction is defined as a debit or credit 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:

· Holds an account that is credited or debited as part of the payment transaction; 
· Receives payment directly from a person or makes payment directly to a person as part of the payment  transaction; or 
· Serves as an intermediary in the settlement of any part of the payment transaction. 
Key formatting modifications that may impact how you process ACH files:

IAT SEC Code

· Elimination of the CBR/PBR SEC Code

· New SEC code – IAT
· The IAT Detail Record layout is different from all other SEC applications

· The account number is longer and in a different location

Mandatory Addenda Records

· Seven mandatory addenda records will accompany each IAT entry in order to convey the following “Travel Rule” information: 

· Name and physical address of Originator

· Name and physical address of Receiver

· Account number of Receiver

· Identity of Receiver’s FI

· Correspondent Bank(s) name, Bank ID and Bank Branch Country code

· Reason for the payment
Optional Addenda Records for Remittance Information
· A maximum of two optional addenda records will be able to accompany each IAT entry

· Within which a maximum of 160 characters (80 characters per addenda record) of remittance information can be included

Addenda Records for Correspondent Bank Identification

· A separate addenda record must be added for each Correspondent Bank involved with the IAT transmission or exchange of an IAT entry

· Correspondent Banks must be identified within an addenda record

· There is a maximum of five Correspondent Bank addenda records, but this cannot exceed the overall total of 12 addenda records per transaction
OFAC Screening Indicators

· Two optional, single-character fields are included in the Entry Detail record to convey the results of voluntary OFAC screening on the transaction

· As the Gateway Operator, the FRB will conduct OFAC checks on all inbound IAT transactions

· In addition, to assist the RDFI in indentifying transactions that are potential OFAC hits, U.S. Central will provide secondary OFAC screening on all inbound IAT transactions

· The RDFI is ultimately responsible for their own OFAC due diligence; data processors should review how to assist the RDFI in this process
Returns and Notifications of Change
· IAT returns must include the seven mandatory addenda records mentioned previously

· IAT returns must also include one additional addenda record within which specific information related to the return (e.g. return reason code, original entry trace number, etc.) must be included

· NOCs related to IAT entries will have unique formatting requirements based on data requirements associated with international payments, requiring development of a distinct set of formats (company/batch header record, entry detail record, and addenda record) for these NOC entries 

· NOCS related to IAT entries will be distinguished from domestic NOCs through the use of an “IAT Indicator” code within the Company/Batch Header Record

Key issues for RDFIs:
· RDFIs must be able to identify IAT transactions and screen for OFAC compliance 

· OFAC screen indicators are located within each Entry Detail Entry record

· Both the ACH operator (FRB) and U.S. Central will screen incoming transactions for OFAC. A screening indicator of “0” indicates that the party conducting the screening has not found a potential blocked party. A value of “1” indicates the potential presence of a blocked party. The field will be space-filled if no screening has been conducted. 

· This screening process is in place to assist RDFI’s in their OFAC due diligence. The RDFI is still responsible for final action taken on the transaction regarding OFAC regulations.
· Must include seven mandatory addenda records in IAT returns

· Must use domestic ACH return timeframes
Resources for additional information

There are numerous resources available regarding these changes; please visit the links below for the actual Rules updates and additional information regarding these changes.

www.nacha.org
http://www.frbservices.org/eventseducation/education/iat_originating_institution.html
