2005 OPERATING RULES

ARTICLE TWO

SECTION 2.2 Warranties and Liabilities of
Originating Depository Financial I nstitutions

SUBSECTION 2.2.1 Warranties

Each ODFI sending an entry warrants the following to
each RDFI, ACH Operator, and Association:

SUBSECTION 2.2.1.1 Authorization by Originator and
Receiver

Except in the case of XCK entries initiated pursuant to
section 2.7 (Destroyed Check Entries), each entry
transmitted by the ODFI to an ACH Operator is in
accordance with proper authorization provided by the
Originator and the Receiver.

SUBSECTION 2.2.1.2 Timeliness of Entries

Each credit entry istimely, and each debit entry is for an
amount which on the Settlement Date will be due and
owing to the Originator from the Receiver, is for a sum
specified by the Receiver to be paid to the Originator, or
is to correct a previously transmitted erroneous credit
entry.

SUBSECTION 2.2.1.3
Requirements

Compliance  With Other

All other applicable requirements of section 2.1
(Prerequisitesto Origination) concerning the authorization
and entry have been satisfied, the entry has not been
reinitiated in violation of section 2.12 (Reinitiation of
Returned Entries by Originators), and the entry otherwise
complies with these rules.

SUBSECTION 2.2.1.4 Revocation of Authorization

Atthetimetheentry istransmitted to an Originating ACH
Operator, the Originator's authorization has not been
revoked, the agreements required by subsection 2.1.1
(Originator Authorization and A greement) concerning the
entry have not been terminated, and neither the ODFI, any
Third-Party Sender, nor the Originator has actual
knowledge of the revocation of the Receiver's
authorization or of the termination of the arrangement
between the RDFI and the Receiver concerning the entry.

SUBSECTION 2.2.1.5 Termination of Authorization by
Operation of Law

At the time the entry is processed by an RDFI, the
authorization for that entry has not been terminated, in
whole or in part, by operation of law. This subsection
shall not apply if the RDFI has actual knowledge of the
circumstances giving rise to such termination at the time
it processes the entry and the ODFI does not have such
actual knowledge.

SUBSECTION 2.2.1.6 Transmission of ACH Information
Via Unsecured Electronic Networks

For each entry for which any banking information,
including, but not limited to, an Entry, Entry Data, a
routing number, an account number, and a PIN or other
identification symbol, is transmitted or exchanged
between a Receiver and an Originator, an Originator and
an ODFI, an ODFI and an ACH Operator, or an
Originator or ODFI and a Third-Party Service Provider,
viaan Unsecured Electronic Network, the Originator has,
prior to the key entry and through transmission of any
banking information, (1) encrypted the banking
information using a commercially reasonable security
technology that, at a minimum, is equivalent to 128-bit
RC4 encryption technology, or (2) transmitted or received
the banking information via a secure session using a
commercially reasonable security technology that
provides a level of security that, at a minimum, is
equivalent to 128-bit RC4 encryption technology.

Transmissions or exchanges of banking information over
an Unsecured Electronic Network by means of voice or
keypad inputs from a wireline or wireless telephone are
not subject to this Subsection 2.2.1.6 unlessthe telephone
is used to access the Internet.

SUBSECTION 2.2.1.7 Verification of
Originator or Third-Party Sender

Identity of

The ODFI hasutilized acommercially reasonable method
to establish the identity of each Originator or Third-Party
Sender that uses an Unsecured Electronic Network to
enter into a contractual relationship with an ODFI for the
origination of ACH transactions.

SUBSECTION 2.2.1.8 PIN Requirements

If a personal identification number (PIN) is required in
connection with the authorization for an MTE, POS, or
SHR entry, the Originator has complied with the
American National Standards Institute's (ANSI)
Accredited Standards Committee (A SC) X 9.8 concerning
PIN Management and Security. This warranty does not
apply to SHR or MTE entries if the ODFI and the RDFI
are partiesto an agreement (other than these rules) for the
provision of services relating to these entries, or if a card
issued by the ODFI or Originator of the entry is used in
connection with the authorization for these entries.

SUBSECTION 2.2.1.9
Information

Transmittal of Required

Each entry transmitted by the ODFI to an ACH Operator
contains the correct Receiver account number and all
other information necessary to enablethe RDFI to comply
with therequirements of section 4.5 (Periodic Statements)
except for information within the purview of the RDFI's
relationship with the Receiver. Information transmitted
with an entry is payment related and conforms to the
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SECTION 2.11 Telephone-lnitiated Entries

SUBSECTION 2.11.1 General Rule

A TEL entry may be transmitted by an Originator
pursuant to an oral authorization that is obtained from the
Receiver via the telephone to effect the transfer of funds
from a Consumer Account of the Receiver.

SUBSECTION 2.11.2 ODFI Warranties

In addition to the other warranties contained within these
rules, each ODFI initiating a TEL entry pursuant to this
section 2.11 warrants to each RDFI, ACH Operator, and
Association that:

SUBSECTION 2.11.2.1 Verification of Receiver's
Identity

For each TEL entry, the Originator has employed
commercially reasonable proceduresto verify theidentity
of the Receiver.

SUBSECTION 2.11.2.2 Verification of Routing Numbers

For each TEL entry, the Originator has utilized
commercially reasonable proceduresto verify that routing
numbers are valid.

SUBSECTION 2.11.2.3 Liability for Breach of

Warranty

Each ODFI breaching any of the warranties contained
within thissubsection 2.11.2 shall indemnify every RDFI,
ACH Operator, and Association from and against any and
all resulting claim, demand, loss, liability, or expense,
including attorneys' fees and costs, resulting directly or
indirectly from the breach of these warranties. This
indemnity includes, without limitation, any claim,
demand, loss, liability, or expense based on the ground
that the debiting of an entry to an account resulted, either

. the actual return rate for unauthorized TEL
entriesfor any Originator when computed by (1)
dividing the number of TEL entries returned as
unauthorized for the preceding 60 days by the
total number of TEL entries contained in the file
inwhich the original entrieswere transmitted, or
(2) dividing the number of TEL entriesreturned
as unauthorized by the total number of TEL
entries originated for the preceding 60 days; and

. where the Originator’s return rate for TEL
entriesthat arereturned as unauthorized exceeds
2.5%, the ODFI must also provide:

(1) the name, address, telephone number,
contact person, principal owner(s), and
taxpayer identification number of the
Originator, and, if applicable, each
Third-Party Service Provider acting on
behalf of the Originator with respect to
the origination of TEL entries;

(2) a general description of the nature of
the business of the Originator; and

3) an explanation of the Originator’s
reason(s) for the excessive return rate.

Each ODFI must provide therequested information to the
National Association withinten banking days of receipt of
the National Association’s written request to the ODFI's
Chief Operating Officer. The failure of an ODFI to
provide such information in a timely manner will be
considered to be willful disregard of these rules and may
result in the imposition of a fine in accordance with the
requirements of Appendix Eleven, subsection 11.5.3
(Amount of Fine and Recurrence of ACH Rules
Violation).

SECTION 2.12 Reinitiation of Returned Entries by
Originators

directly or indirectly, in the return of one or moreitemsor
entries of the Receiver due to insufficient funds. This
indemnity also includes, without limitation, any claim,
demand, loss, liability, or expense based on the ground
that the failure of the ODFI to comply with any provisions
of these rules resulted, either directly or indirectly, in the
violation by the RDFI of the Federal Electronic Fund
Transfer Act or Federal Reserve Board Regulation E.

SUBSECTION
Requirements

2.11.3 TEL Entry Reporting

Where the National Association believes that the return
rate for TEL entries that are returned as unauthorized for
one or more Originators using the ODFI directly, or
through a Third-Party Service Provider, to initiate TEL
entries may exceed 2.5%, the National Association may
request, in writing, that an ODFI provide the National
Association with the following information:

For all entries except RCK entries, an entry that has been
returned may not be reinitiated unless (1) the entry has
been returned for insufficient or uncollected funds; (2) the
entry has been returned for stopped payment and
reinitiation hasbeen authorized by the Receiver; or (3) the
ODFI hastaken corrective action to remedy the reason for
thereturn. An entry that has been returned for insufficient
or uncollected funds may be reinitiated no more than two
times following the return of the original entry.

For RCK entries, an entry that has been returned may not
be reinitiated unless (1) the RCK entry has been returned
for insufficient or uncollected funds, and (2) the item to
which the RCK entry relates has been presented no more
than one time in its physical form and no more than one
time as an RCK entry.
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ARTICLE THREE

SECTION 2.13 Media and Format Specification
Requirements

Each entry transmitted by an ODFI to its ACH Operator
must comply with the requirements of and beidentified by
the appropriate Standard Entry Class Code specified in
Appendix Two (ACH Record Format Specifications).

SECTION 2.14 Release of Information

Each ODFI agrees that each ACH Operator may release
to the National Association data regarding ACH return
entries transmitted to or by the ODFI.

ARTICL ETHREE - OBLI GATI ONS
OF ORIGINATORS

SECTION 3.1 General

In addition to the requirements of section 2.1
(Prerequisitesto Origination) concerning the initiation of
entries, an Originator must comply with the requirements
contained within this Article Three.

SECTION 3.2 MTE, POS, and SHR Entry PIN
Requirements

If a personal identification number (PIN) is required in
connection with the authorization for an MTE, POS, or
SHR entry, the Originator must comply with the American
National Standards Institute's (ANSI) Accredited
Standards Committee (ASC) X9.8 concerning PIN
M anagement and Security. Thisprovision does not apply
to SHR or MTE entries if the ODFI and the RDFI are
parties to an agreement (other than these rules) for the
provision of services relating to these entries, or if a card
issued by the ODFI or Originator of the entry is used in
connection with the authorization for these entries.

SECTION 3.3 Transmission of ACH Information Via
Unsecured Electronic Networks

For each entry for which any banking information,
including, but not limited to, an Entry, Entry Data, a
routing number, an account number, and a PIN or other
identification symbol, is transmitted or exchanged
between a Receiver and an Originator, an Originator and
an ODFI, or an Originator and a Third-Party Service
Provider, via an Unsecured Electronic Network, the
Originator must, prior to the key entry and through
transmission of any banking information, (1) encrypt the
banking information using a commercially reasonable
security technology that, at a minimum, is equivalent to
128-bit RC4 encryption technology, or (2) transmit or
receive the banking information via a secure session
utilizing a commercially reasonable security technology

that provides a level of security that, at a minimum, is
equivalent to 128-bit RC4 encryption technology.

Transmissions or exchanges of banking information over
an Unsecured Electronic Network by means of voice or
keypad inputs from a wireline or wireless telephone are
not subject to this Section 3.3 unless the telephoneisused
to access the Internet.

SECTION 3.4 Consumer Accounts -- Notice by
Originator to Receiver of Variable Debits

SUBSECTION 3.4.1 Notice of Change in Amount

If the amount of a debit entry to be initiated to a
Consumer Account differs from the amount of the
immediately preceding debit entry relating to the same
authorization or from a preauthorized amount, the
Originator must send the Receiver written notification of
the amount of the entry and the date on or after which the
entry will be debited. The Originator must send the
Receiver written notice at least ten calendar days prior to
the date on which the entry is scheduled to be initiated.

SUBSECTION 3.4.2 Receiver's Election

If the Originator informs the Receiver of the Receiver's
right to receive notification concerning a change in the
amount of a debit entry, the Receiver may choose to
receive notice only if the amount of the entry falls outside
a specified range or if the entry differs from the most
recent entry by more than an agreed upon amount.

SUBSECTION 3.4.3 Notice of Change in Scheduled
Debiting Date

If an Originator changes the date on or after which entries
to be initiated by the Originator are scheduled to be
debited to a Receiver's account, the Originator shall send
to the Receiver written notification of the new date on or
after which entries initiated by the Originator are
scheduled to be debited to the Receiver's account. Such
notification shall be sent within not less than seven
calendar days before the first entry to be affected by the
change is scheduled to be debited to the Receiver's
account. For purposes of this subsection 3.4.3, variation
in debiting dates due to Saturdays, Sundays, or holidays
are not considered to be changes in the scheduled dates.

SECTION 3.5 Consumer Accounts -- Copy of Debit
Authorization

An Originator must provide each Receiver with an
electronic or hard copy of the Receiver's authorization for
all debit entries to be initiated to a Consumer Account.

SECTION 3.9 Obligations of Originators of Internet-
Initiated Entries

SUBSECTION 3.9.1 Fraud Detection Systems
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Each Originator originating WEB entries must employ a
commercially reasonable fraudulent transaction detection
system to screen each entry.

SUBSECTION 3.9.2 Verification of Routing Numbers

Each Originator that originates WEB entries must use
commercially reasonable proceduresto verify that routing
numbers are valid.

SUBSECTION 3.9.3 Verification of Receiver’s Identity

Each Originator that originates W EB entries must employ
commercially reasonable methods of authentication to
verify the identity of the Receiver.

SUBSECTION 3-9:5 3.9.4 WEB Annual Audit

Each Originator that originatesW EB entriesshall conduct
or have conducted annual audits to ensure that the
financial information it obtains from Receivers is
protected by security practices and procedures that
include, at a minimum, adequate levels of (1) physical
security to protect against theft, tampering, or damage, (2)
personnel and access controls to protect against
unauthorized access and use, and (3) network security to
ensure secure capture, storage, and distribution.

SECTION 3.10 Obligations of
Telephone-Initiated Entries

Originators of

SUBSECTION 3.10.1 Verification of Receiver ldentity

Each Originator that initiates TEL entries must employ
commercially reasonable proceduresto verify the identity
of the Receiver.

SUBSECTION 3.10.2 Verification of Routing Numbers

Each Originator that initiates TEL entries must use
commercially reasonable proceduresto verify that routing
numbers are valid.

SECTION 3.11 Payment to ODFI

Each Originator that utilizes a Third-Party Sender to
authorize an ODFI to transmit credit or debit entries
agrees to make payment to the ODFI for any such credit
entries originated and for any debit entries returned by the
RDFI to the extent that the ODFI does not receive
payment from the Third-Party Sender.

SECTION 3.12 Record of Authorization

An Originator must retain the original or a microfilm or
microfilm-equivalent copy of each authorization of a
Receiver for two yearsfrom the termination or revocation
of the authorization. In the case of TEL entries, the
Originator must retain the original or a microfilm or
microfilm-equivalent copy of the written notice or the
original or a duplicate tape recording of the oral
authorization for two years from the date of the
authorization. At the request of its ODFI, the Originator
must provide the original or copy of the authorization to
the ODFI for its use or for the use of an RDFI requesting
the information pursuant to subsection 4.1.1 (Right to
Information Regarding Entries). This section 3.12 does
not apply to SHR or MTE entriesif the ODFI and RDFI
are partiesto an agreement (other than these rules) for the
provision of servicesrelating to SHR or MTE entries.

ARTICLE FOUR - RECEIPT OF
ENTRIES

SECTION 4.1 General Rights and Obligations of
RDFI

SUBSECTION 4.1.1 Right to Information Regarding
Entries

An RDFI may request, in writing, that an ODFI provide a
copy of the Receiver’s authorization for any entries other
than CBR entries, CCD entries, CTX credit entries, and
XCK debit entries. Upon receipt of the RDFI’s written
request, the ODFI must obtain the original or a copy of
the Receiver’s authorization from the Originator in
accordance with Section 3.12 (Record of Authorization)
and provide it to the RDFI within ten banking days. An
ODFI must provide such authorization without charge.
The RDFI must not require the Originator to provide any
other information concerning the Receiver or any entry to
be initiated by the Originator to the Receiver's account.
This subsection 4.1.1 does not apply to SHR or MTE
entriesif the ODFI and RDFI are parties to an agreement
(other than these rules) for the provision of services
relating to SHR or MTE entries. For ARC entries, the
authorization shall consist of a copy of the notice
provided under subsection 2.1.4 (Notification for
Accounts Receivable Entries) and a copy of the
Receiver’s source document. The copy of the source
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ARTICLE FOUR

SUBSECTION 4.4.6 Reliance on Standard Entry Class
Codes

An RDFI may consider an entry containing a Standard
Entry Class Code specified in Appendix Two (ACH
Record Format Specifications) as complying with the
requirements of these rules for that type of entry.

SUBSECTION 4.4.7 Reimbursement of RDFI

For acredit entry subject to Article 4A, credit given to the
Receiver by the RDFI as provided in subsection 4.4.1
(Availability of Credit Entriesto Receivers) isprovisional
until the RDFI has received final settlement through a
Federal Reserve Bank or has otherwise received payment
as provided in Section 4A-403(a) of Article 4A. If such
settlement or paymentisnot received, the RDFI isentitled
to arefund from the Receiver of the amount credited, and
the Originator is considered not to have paid the Receiver
the amount of the entry. This subsection applies only if
the Receiver has agreed to be bound by the rules
contained in this subsection 4.4.7.

SECTION 4.5 Periodic Statements

An RDFI must send or make available to each of its
Receivers information concerning each credit and debit
entry to a Consumer Account of the Receiver in
accordance with Appendix Four (Minimum Description
Standards). In the case of CIE entries, this requirement
and therequirements of Appendix Four apply to the ODFI
for each credit entry debited to a Consumer Account of
the Originator.

SECTION 4.6 Noticeto Receiver

An RDFI isnot required to notify a Receiver of receipt of
an entry to its account unless otherwise provided for in an
agreement between the RDFI and Receiver or required by
a federal or state statute or regulation which cannot be
varied by these rules or by agreement of the parties.

SECTION 4.7 Release of Information

Each RDFI agreesthat each ACH Operator may releaseto
the National Association data regarding ACH return
entries transmitted to or by the RDFI.

SECTION 4.8 Liability of RDFI for Benefit Payments

SUBSECTION 4.8.1 Liability of RDFI

If a Receiver has died and the Receiver's right to receive
one or more pension, annuity, or other benefit payments
by PPD entry has terminated before the receipt by the
RDFI of one or more credit entries to the Receiver's
account representing those payments, the RDFI may be
liable to the Originator for the amount of those entries
credited to the Receiver'saccount if neither the Receiver's
estate nor any other holder of the account isentitled to the

payments. The liability an RDFI would incur under this
subsection 4.8.1 islimited as provided in this section 4.8.

SUBSECTION 4.8.2 Amount of RDFI Liability

An RDFI's liability under this section 4.8 shall be the
lesser of (1) the amount of any payments to which the
Receiver was not entitled, or (2) the amount in the
Receiver's account at the time the RDFI receives (i) a
reclamation entry initiated by the ODFI pursuant to
section 2.6 (Reclamation Entries) and not returned by the
RDFI or (ii) awritten demand for payment from the ODFI
or Originator pursuant to subsections 4.8.3 (Demand for
Payment) and 4.8.4 (Timing) and has a reasonable
opportunity to act upon such demand. A claim or demand
by an Originator (or ODFI on the Originator's behalf) will
be subordinate to claims or potential claims of the United
States Government under 31 C.F.R. Part 210. The
Originator must reimburse the RDFI for any payments
made to the Originator pursuant to this section 4.8 that are
subject to a subsequent claim of the United States
Government under 31 C.F.R. Part 210.

SUBSECTION 4.8.3 Demand for Payment

An RDFI will have no liability under this section 4.8
unless and until it receives (1) a reclamation entry
initiated by the ODFI pursuant to section 2.6
(Reclamation Entries) and not returned by the RDFI, or
(2) a written demand for payment from the ODFI or
Originator. The reclamation entry or written demand for
payment must identify the name of the Receiver, the
account at the RDFI credited on the Receiver's behalf, and
the exact amount and approximate date of initiation for
each entry involved.

SUBSECTION 4.8.4 Timing

A reclamation entry must be originated or a written
demand for payment sent within five banking days after
the Originator receivesnotice of the death of the Receiver.
If a reclamation entry is returned by the RDFI, the
Originator may make a written demand for payment
within 15 banking days after it receives the returned
reclamation entry. For thissubsection, noticereceived by
the Originator is considered to be effective from the time
specified in Section 1-201(27) of the Uniform
Commercial Code (1978 Official Text).

SUBSECTION 4.8.5 Alteration by Agreement

Notwithstanding any other provision of these rules, the
liability provisions contained within this section 4.8 may
be altered, amended, or superseded by a written
agreement between the Originator and RDFI only if the
agreement clearly and conspicuously statesonitsfacethat
it is a master agreement, that both the Originator and
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SECTION 9.3
Operator

Return and Rejection by ACH

If an entry or entry datareceived by an ACH Operator for
processing does not meet the acceptance criteria set forth
in Appendix Two (ACH Record Format Specifications),
Appendix Five (Return Entries), or Appendix Six
(Notification of Change), the ACH Operator must in
accordance with those Appendices either return the entry
or entry datato the appropriate ACH Operator or ODFI or
reject the entire batch or file containing the entry by
notifying the appropriate ACH Operator or the ODFI (or
its Sending Point).

SECTION 9.4 Originator Status Code Review

Each Originating ACH Operator must review each batch
of entries it receives to ensure that the appropriate status
code pertaining to the Originator (the "Originator Status
Code") is included in accordance with Appendix Two
(ACH Record Format Specifications). If a batch of
entries contains an incorrect Originator Status Code or
contains no Originator Status Code, the ACH Operator
must either reject the batch or insert the correct Originator
Status Code.

SECTION 9.5 Optional Services

An ACH Operator may provide optional services. The
use of the optional services must not inconvenience or
adversely affect the rights of other ACH Operators or
Participating DFIs that do not use optional services.

SECTION 9.6 Non-Settled Entries

If a Participating DFI is unable to meet its settlement
obligations under the settlement rules established by the
Participating DFI and its ACH Operator for entriesit has
originated or received ("non-settled entries"), the ACH
Operator must return or reverse the non-settled entriesin
accordance with sections 9.7 (Entries Originated to an
RDFI that Cannot Settle) and 9.8 (Entries Received from
an ODFI that Cannot Settle). Each ACH Operator is
responsible for establishing the definition of non-settled
entries and the procedures under which settlement
balancesareto be adjusted withinitsown settlement rul es.

SECTION 9.7 Entries Originated to an RDFI that
Cannot Settle

The ACH Operator must create a return entry complying
with the requirements of Appendix Five (Return Entries)
for each non-settled entry and transmit that non-settled
entry to the ODFI. An ODFI that receives a return entry
complying with the requirements of this section 9.7 must
accept and may not dishonor that entry. The ODFI may
not reinitiate a non-settled entry.

SECTION 9.8 Entries Received from an ODFI that
Cannot Settle

The ACH Operator must create a reversing entry
complying with the requirementsof Appendix Two (ACH
Record Format Specifications) for each non-settled entry
and transmit that non-settled entry to the RDFI. An RDFI
that receives such a reversing entry complying with the
requirements of this section 9.8 must accept and may not
return that reversing entry.

SECTION 9.9 Record of Entries

Each ACH Operator must retain a record of all entries,
return entries, and adjustment entries (all referred to in
this section as "entries") received or transmitted by it for
one year from the date of receipt or transmittal of the
entry. The ACH Operator must provide a printout or
other reproduction of the information relating to a
particular entry if requested to do so by the Participating
DFI or other ACH Operator that originated, transmitted,
or received the entry.

SECTION 9.10 Reguirement to Provide I nfor mation
to National Association

Each ACH Operator will provide to the National
Association monthly reports relating to return entry data,
as specified by the National Association. The National
Association will disclose such information only to the
ODFI and RDFI that are parties to the return entry, and to
such other parties as the National Association deems
reasonable or necessary to conduct an enforcement
proceeding under these rules, or to facilitate the operation
or administration of these rules, including, but not limited
to, risk management and the maintenance of network

quality.

ARTICL E TEN - CHECK
TRUNCATION ENTRIES

SECTION 10.1 Scope

The rules contained within this Article Ten apply to all
entries initiated under the rules of a check truncation
program that uses the TRC or TRX Standard Entry Class
Code (referred to as "program"). For thisArticle, "entry"
refersto ademand for payment made upon an RDFI by an
ODFI complying with the requirements of this Article.

SECTION 10.2 Eligible Participantsand Warranties

An ODFI participating in aprogram must not transmit an
entry subject to this section 10.2 to an RDFI unless the
RDFI is a participant in the same program. Any
participating ODFI that transmits an entry subject to this
section 10.2 to an RDFI not participating in the program
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ARTICLE FOURTEEN

ARTICL E FOURTEEN -
DEFINITION OF TERMS

SECTION 14.1 Definitions AsUsed In These Rules

SUBSECTION 14.1.1 "ACH Operator" or "Automated
Clearing House Operator"

means (1) a Federal Reserve Bank that performs all of the
following, or (2) an entity that executes an annual
agreement with the National Association in which the
entity agrees to comply with or perform all of the
following:

. adhere to these rules (except to the extent
inconsistent with the policies or practices of the
Federal Reserve Banks) and other applicable
laws, regulations, and policies;

. execute agreements with a minimum of twenty
independent (i.e., not owned by the same holding
company) Participating DFIs that bind such
entitiesto the ACH Operator’srules and to these
rules (except that a Federal Reserve Bank shall
not be required to bind a Participating DFI to
any provision of such rules of the National
Association that is not incorporated by the
Uniform Operating Circular of the Federal
Reserve Banks);

. (1) provide clearing, delivery, and settlement
services for ACH entries, as defined by these
rules, between Participating DFIs that have
selected that ACH Operator to perform ACH
services (intra-ACH Operator services), and (2)
exchangetransactionswith other ACH Operators
(inter-ACH Operator exchange);

. process and edit files based on the requirements
of these rules;

. evaluate the credit worthiness of and apply risk
control measures to their Participating DFIs;

. adhereto the Federal Reserve’ sPolicy Statement

on Privately Operated Multilateral Settlement
Systems (as applicable); and

. adhere to any National
Performance Standards of
Association.

ACH Operator
the National

SUBSECTION 14.1.2 “ACK Entry” or “ACK”

means an entry which provides an acknowledgment of
receipt by the RDFI of a corporate credit payment
originated using the CCD format. An ACK entry may be
accompanied by one addenda record which relays
information about the financial EDI credit payment using
the ANSI ASC X12 REF (Reference) data segment.

SUBSECTION 14.1.3“ADV Entry” or “ADV”

means an entry that is used by an ACH Operator to
provide ACH accounting information to Participating
DFIsin machinereadable format. The provision of ADV
entriesisan optional service provided by ACH Operators
and must be requested by those DFIs desiring to receive
accounting information in this manner.

SUBSECTION 14.1.3 "Alphameric"

means any character 0 - 9, A - Z (both upper and lower
case characters are acceptable, except where specifically
noted within these rules), blank, and printable special
characters which have an EBCDIC value greater than
hexadecimal 3F. Fields defined in these Rules as
"alphameric" may contain any of these allowable
characters.

SUBSECTION 14.1.4 “ANSI ASC X12.5" (Interchange
Control Structure)

means the standard to define the control structuresfor the
electronicinterchange of businesstransactionsencoded in
ASC X12-based syntax. This standard provides the
interchange envelope of a header and trailer for the
electronic interchange through a data transmission, a
structure to acknowledge the receipt and processing of
this envelope, and optional, interchange-level service
request structures.

SUBSECTION 14.1.5“ANSI ASC X12.6" (Application
Control Structure)

meansthe standard used to define the structure of business
transactions for computer-to-computer interchange. This
structure is expressed using a symbolic representation of
X12 data in terms of both the design and use of X12
structures, independent of the physical representation
(e.g., character set encoding).

SUBSECTION 14.1.6 “ARC entry”

means a Single Entry debit initiated by an Originator to a
Consumer Account of the Receiver pursuant to a source
document, as set forth in subsection 2.9.1 (Source
Documents), provided to the Originator by the Receiver
viathe U.S. mail or at a dropbox location.
SUBSECTION 14.1.7 "Article 4A"

means Article 4A of the Uniform Commercial Code as
enacted in the State of New Y ork.

SUBSECTION 14.1.8 "Association"

means any member of the National ACH Association.

OR7



ARTICLE FOURTEEN

2005 OPERATING RULES

SUBSECTION 14.1.24 "Entry"

means an order or request complying with the
requirements of Appendix Two (ACH Record Format
Specifications) (1) for the transfer of money to the
account of a Receiver (a "credit entry"), (2) for the
withdrawal of money from the transaction account or
general ledger account of a Receiver (a"debit entry"), (3)
azero dollar entry, (4) aDNE entry, or (5) an ENR entry.
For all entries except RCK entries, each debit entry shall
be deemed an “item” within the meaning of Revised
Article 4 of the Uniform Commercial Code (1990 Official
Text) and that Article shall apply to such entries except
where the application is inconsistent with these rules, in
which case these rules shall control. An RCK entry isan
item as defined by Revised Article 4 of the Uniform
Commercial Code 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).

SUBSECTION 14.1.25 "Entry data"

means, as applicable, prenotifications, returned entries,
adjustment entries, notifications of change and/or other
notices or data transmitted through one or more ACH
Operators pursuant to these rules.

SUBSECTION 14.1.26 “Existing Relationship”

The Originator and Receiver have an existing relationship
when there is a written agreement in place between the
Originator and the Receiver or when the Receiver has
purchased goods or services from the Originator within
the past two years.

SUBSECTION 14.1.27 "File"

means agroup of entries complying with the requirements
of Appendix Two (ACH Record Format Specifications),
associated with agiven transmittal register and the control
totals set forth therein.

SUBSECTION 14.1.28 “Inbound entry”

means an entry that originates in another country and is
transmitted to the United States. Aninbound cross-border
entry includes both inbound CBR entries and inbound
PBR entries.

SUBSECTION 14.1.29 "MTE entry" or "MTE"

means a credit or debit entry initiated at an electronic
terminal as defined in Regulation E of the Board of
Governors of the Federal Reserve System, to effect a
transfer of funds to or from the consumer's account
maintained with an RDFI, i.e., an ATM cash deposit or
withdrawal.

SUBSECTION 14.1.30 "Midnight of a banking day"

means midnight of the calendar day on which such
banking day falls.

SUBSECTION 14.1.31 "National Association”

means the National Automated Clearing House
Association.

SUBSECTION 14.1.32 "Non-Settled entry”

means an entry for which settlement cannot be completed
under the rules governing the settlement of that entry.

SUBSECTION 14.1.33 “Notification of Change (NOC)”
or “COR entry”

means a non-dollar entry transmitted by an RDFI to the
ACH Operator for distribution to the Originator, via the
ODFI, for thepurpose of identifying incorrectinformation
contained within an ACH entry and providing correct data
in the precise format to be used on future transactions.
The Standard Entry Class Code used for Notifications of
Change is“COR.”

SUBSECTION 14.1.33 "Organization"

means a corporation, partnership, association or other
entity, governmental or private, or a natural person,
provided that, in the case of anatural person, any account
of such person to be debited or credited with the amount
of any entry is maintained primarily for commercial and
not for personal, family or household purposes.

SUBSECTION 14.1.34"Originating Automated Clearing
House Operator” or "Originating ACH Operator"

means an ACH Operator that receives entries from an
ODFI with which it hasan agreement. Intheevent entries
and entry data are transmitted between an ODFI and an
RDFI through a single ACH Operator, the term shall be
deemed to refer to that ACH Operator.

SUBSECTION 14.1.35"Originating Depository Financial
Institution" or "ODFI"

A Participating Depository Financial Institution is an
ODFI with respect to entries (1) it transmits directly or
indirectly to its ACH Operator for transmittal to an RDFI,
and (2) on which it is designated as the ODFI in
accordance with Appendix Two (ACH Record Format
Specifications).

SUBSECTION 14.1.36 “Originating Gateway Operator”
or “0GO”

An Originating Gateway Operator must be either an ACH
Operator or a Receiving Depository Financial Institution,
as defined by these rules. An Originating Gateway
Operator that also acts as an ACH Operator is deemed to

ORS8



2005 OPERATING RULES

APPENDIX ONE

THE APPENDICES - TECHNICAL
SPECIFICATI ONS

APPENDIX ONE -- ACH FILE
EXCHANGE SPECIFICATIO NS

The following information outlines the requirements for
processing electronic transmissions, addresses the
sequence of records in an ACH file, and gives a
descriptive overview of the various logical records
contained in afile.

SECTION 1.1 Electronic Transmission
Requirements

To ensure compatibility in electronic file transmission,
necessary operating details (testing and implementation
plans) need to be addressed between a Participating DFI
and its Automated Clearing House Operator.

SECTION 1.2 ACH Tape Specifications (Contingency
use only, subject to approval by an ACH Operator)

ACH Standard Labels

The use of labels provides greater security and control
over processing and provides a direct input to inventory
and control procedures. Failure of ACH filesto conform
to these specifications will be cause for file rejection by
the processor. There are three types of labels which must
appear on a magnetic tape.

These include:

VOL 1--Beginning of Volume
HDR1--Beginning of File
EOF1--End of File

The VOL1 label appears at the beginning and identifies
the volume and itsowner. The HDR1 label identifies the
data file and provides security and control information
relativeto that file. The EOF1 also identifiesthe datafile
and tape volume and provides the checking mechanism
for processing verification (i.e., block counts). These
labels contain sufficient information and provide the
physical characteristics to accommodate processing and
control requirements.

Optionally, the HDR2 and EOF2 labels may be resident
within the tape label structure. These labels normally
contain additional information about the associated data
file and can be ignored at the option of the processor.

The code structure for all labels is the same as specified
for the data file; a nine-track tape must be recorded in
EBCDIC.

ACH Label Structure

See applicable Automated Clearing House Operator for
data set label configuration.

SECTION 1.3 Data Specifications

All alphameric and alphabetic fields must be left justified
and space filled. All numeric fields must be right
justified, unsigned, and zero filled. Characters used in
ACH records are restricted to 0-9, A-Z (both upper and
lower case characters are acceptable, except where
specifically noted within these Appendices), space, and
those special characters which have an EBCDIC value
greater than hexadecimal "3F" or an ASCII value greater
than hexadecimal "1F". Occurrences of valuesEBCDIC
"00" - "3F" and ASCII "00" - "1F" are not valid.

SECTION 1.4 Sequence of Recordsin ACH Files

Each file beginswith aFile Header Record. After theFile
Header may be any number of batches. Each batch is
identified by a Batch Header Record and contains one or
more Entry Detail Records. The number of addenda
records that accompany each entry is dependent upon the
Standard Entry Class Code. At the end of each batch isa
Batch Control Record. Each file is ended with a File
Control Record.

The records in ACH files must be in the following
seguence:

ACH Header Label Record(s)
File Header Record
Batch #1
Company/Batch Header Record
Entry Detail Records or Corporate
Entry Detail Records (with/without
optional Addenda Records)
Company/Batch Control Record
Batch #2
Company/Batch Header Record
Entry Detail Records or Corporate
Entry Detail Records (with/without
optional Addenda Records)
Company/Batch Control Record
Batch #n
Company/Batch Header Record
Entry Detail Records or Corporate
Entry Detail Records (with/without
optional Addenda Records)
Company/Batch Control Record
File Control Record
ACH Trailer Label Records

Any other sequence will cause the file to be rejected (see
diagrams on the following pages).
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Batch Count (all Standard Entry Class Codes): 6
Positions - File Control Record - M andatory

The value of this field must be equal to the number of
Company/Batch Header Records in the file.

Batch Number (all Standard Entry Class Codes): 7
Positions - Company/Batch Header Record and
Company/Batch Control Record - M andatory

This number is assigned in ascending sequence to each
batch by the ODFI or its Sending Point in a given file of
entries. Since the batch number in the Company/Batch
Header Record and the Company/Batch Control Record
is the same, the ascending sequence number should be
assigned by batch and not by record.

Block Count (all Standard Entry Class Codes): 6
Positions - File Control Record - M andatory

The Block Count contains the number of physical blocks
(ablock is 940 characters) in the file, including both the
File Header and File Control Records.

Blocking Factor (all Standard Entry Class Codes): 2
Positions - File Header Record - M andatory

The Blocking Factor defines the number of physical
recordswithin ablock (ablock is 940 characters). For all
filesmoving between aDFI and an ACH Operator (either
way), the value "10" must be used. If the number of
records within the file is not a multiple of ten, the
remainder of the block must be nine filled.

Card Expiration Date (POS, SHR): 4 Positions - Entry
Detail Record - Required; 6 Positions- Addenda Record -
Optional

POS, SHR: This code is used by cardholder processors
and cardholder Financial Institutions to verify that the
card remains valid and that certain security procedures
required by various card authorization systems have been
met.

Card Transaction Type Code (POS, SHR): 2 Positions -
Entry Detail Record - Mandatory

POS, SHR: This code is used by card processors to
identify the type of transactions, such as purchases, cash
advancesand reversals. Valuesinthisfield are predicated
upon values assigned by the major card organizations.

Change Code (COR, refused COR): 3 Positions -

Addenda Record - M andatory

A standard symbol used by the RDFI to describe the
reason for sending a notification of change to inform the
ODFI that information has become outdated or that
information contained on a prenotification should be
corrected. The alphabetic portion of this code must
contain upper case characters.

Check Digit (ACK, ADV, ARC, ATX, CBR, CCD, CIE,
CTX, DNE, ENR, MTE, PBR, POP, POS, PPD, RCK,
SHR, TEL, TRC, TRX, WEB, XCK, refused ACK,
refused ATX, returns, dishonored returns, contested
dishonored returns, COR, refused COR): Subfield Within
Individual DFI Identification - M andatory

The Check Digit is computed using Modulus 10 as
follows:

(1) Multiply each digit in the Routing Number by a
weighting factor. Theweighting factorsfor each
digit are:

Position: 12345678
Weights: 37137137

(2) Add the results of the eight multiplications.

3) Subtract the sum from the next highest multiple
of 10. Theresult isthe Check Digit.

Example:

RoutingNo.: 0 7 6 4 0 1 2 5

Multiply by: 3 71 3 7 1 3 7

Sum: 049 6 12 0 1 6 35=109

Check Digit = 1 (110 minus 109)

Check Serial Number: 15 Positions- Entry Detail Record
- Optional (TRC, returns, dishonored returns, contested
dishonored returns): 15 Positions - Entry Detail Record -
Mandatory (ARC, RCK, XCK); 9 Positions - Entry Detail
Record - Mandatory (POP)

This field contains the serial number of a check.

ARC, POP: This field must contain the Check Serial
Number contained on the source document used for the
entry.

Company Descriptive Date (ACK, ADV, ARC, ATX,
CCD, CIE, CTX, DNE, ENR, MTE, POP, POS, PPD,
RCK, SHR, TEL, TRC, TRX, WEB, XCK, returns,
dishonored returns, contested dishonored returns, COR,
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refused COR):
Record -Optional

6 Positions - Company/Batch Header

Except as otherwise noted below, the Originator
establishes this field as the date it would like to see

displayed to the Receiver for descriptive purposes. This |

field is never used to control timing of any computer or
manual operation. It is solely for descriptive purposes.
The RDFI should not assume any specific format.
Examples of possible entries in this field are "011392,"
"0192," "JAN 13," "JAN 92," etc.

MTE, POS, and SHR: This date is the actual date the
transfer was initiated by the Receiver, and formatted the
same as the effective entry date (YYMMDD).

TRC: Thisfield contains the film date established by the
Keeper (ODFI) for checks being truncated.

Company Discretionary Data (ACK,ADV,ARC,ATX,
CCD, CIE, CTX, DNE, ENR, MTE, POP, POS, PPD,
RCK, SHR, TEL, TRC, TRX, WEB, XCK, returns,
dishonored returns, contested dishonored returns, COR,
refused COR): 20 Positions - Company/Batch Header
Record - Optional

This field in the Company/Batch Header Record allows
Originatorsand/or ODFIsto include codes (one or more),
of significance only to them, to enable specialized
handling of all subsequent entries in that batch. There
will be no standardized interpretation for the value of the
field. This field must be returned intact on any return
entry.

CIE: Thisfield contains the Biller's name.

CTX: The Originator's bank account number may be
placed in thisfield. Thisfield isleft justified.

POS: TheOriginator (card acquirer) may place document
reference numbers or other codes significant to it. The
field is left justified.

TRC: Thisfield contains the city, state, and zip code of
the keeper.

Company Entry Description (all Standard Entry Class
Codes): 10 Positions - Company/Batch Header Record -
M andatory

The Originator establishes the value of this field to
provide a description of the purpose of the entry to be
displayed back to the Receiver. For example, "GAS
BILL," "REG. SALARY," "INS.PREM," "SOC. SEC.,"
"DTC,” "TRADE PAY," "PURCHASE," etc.

This field must contain the word "REVERSAL" (left
justified; upper case characters required) when the batch
contains reversing entries.

This field must contain the word "RECLAIM" (left
justified; upper case characters required) when the batch
contains reclamation entries.

This field must contain the word "NONSETTLED" (left
justified; upper case characters required) when the batch
contains entries which could not settle.

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

ENR: This field must contain the word
“AUTOENROLL" (left justified; upper case characters
required) when the batch contains automated enrollment
entries.

RCK: Thisfield must containtheword “REDEPCHECK”
(left justified; upper case characters required).

TRX: This field contains the routing number of the
keeper.

XCK: This field must contain the words "NO CHECK"
(left justified; upper case characters required).

Company ldentification (all Standard Entry Class
Codes): 10 Positions - Company/Batch Header Record-
M andatory; Company/Batch Control Record - Required

The Company Identification is an alphameric code used
to uniquely identify an Originator. Except as discussed
below, for an Originator that is not a natural person, this
field must contain the IRS Taxpayer Identification
Number (TIN) of the Originator identified in the
Company Name Field. For an Originator that is not a
natural person and is not established or organized under
the laws of a State or the United States, this field must
contain an identification number as defined by 31 C.F.R.
Part 103, §103.121(b)(4), which implements Section 326
of the USA PATRIOT Act. The Company ldentification
Field must be included on all prenotification records and
on each entry initiated pursuant to such prenotification.

CIE:

This field contains the Bill Payment Service
Provider’ sCompany | dentification teentifieattort number.

MTE (Credits): The company isthe ODFI.

OR11



APPENDIX TWO

2005 OPERATING RULES

Company Name (all Standard Entry Class Codes): 16
Positions - Company/Batch Header Record - M andatory

Except as otherwise noted below, the value of thisfield is
established by the Originator for purposes of further
identifying the source of the entry and for descriptive
purposes for the Receiver.

ADV: An ACH Operator is both the company and the
ODFI. The ACH Operator originating the ADV file
identifies himself by name in thisfield.

ARC: Thisfield must contain the name of the Originator,
which is the ertginat payee on—theface of the source
document or the payee name indicated on the hill or
invoice..

CIE: This field contains the Bill Payment Service
Provider’s name.

MTE: Thevalue of thisfield is established by the ODFI.
Itisused for descriptive purposes and should identify the
ODFI for credits and the payee Company for debits.

POP: This field must contain the name of the merchant
(payee).

RCK: This field identifies the Originator of the RCK
entry, which isthe original payee on the face of the check.

SHR: Thisfield identifies the merchant with whom the
Receiver initiated the transactions.

TRC: Thisfield identifies the name of the keeper.

XCK: This field must contain the words "CHECK
DESTROYED" (left justified; upper case characters

required).

Contested Dishonored Return Reason Code (contested
dishonored returns): 3 Positions - Addenda Record -
M andatory

A standard code used by the RDFI of a Dishonored
Return to describe the reason for contesting a Dishonored
Return. The alphabetic portion of this code must contain
upper case characters.

Corrected Data (COR, refused COR):
Addenda Record - M andatory

29 Positions -

The corrected data field is used by the RDFI to relay
corrected customer information (i.e., DFI Account
Number, Transaction Code, etc.) back to the Originator of
that entry. The corrected data field in an Automated
Refused Notification of Change is copied from the
corrected datafield of theoriginal Notification of Change.

COR Trace Sequence Number (refused COR): 7
positions - Addenda Record - M andatory

Thelast seven digits of the Trace Number contained in the
original notification of change. This field should be left
justified.

Date of Death (returns): 6 Positions - Addenda Record -
Optional

The date of death isto be supplied on those entries being
returned in the automated return item format for reason of
death (return reason codes R14 and R15).

Date Original Entry Returned (contested dishonored
returns): 6 positions- AddendaRecord - M andatory with
R73, otherwise Optional

The date original entry returned is used when a
Dishonored Return entry is contested on the grounds that
the original return was untimely (R73). It isthe date the
RDFI initiated the original return.

DFI1 Account Number (ACK, ADV, ARC, ATX, CBR,
CCD, CIE, CTX, DNE, ENR, MTE, PBR, POP, POS,
PPD, RCK, SHR, TEL, TRC, TRX, WEB, XCK, refused
ACK, refused AT X, returns, dishonored returns, contested
dishonored returns, COR, refused COR): 17 Positions -
Entry Detail Record - Required; 15 Positions - ADV
Entry Detail Record - Required

The DFI Account Number, the RDFI's customer
identification, is obtained from: (1) the "on-us" field of
the M ICR line of avoided check/share draft; (2) statement
of account; (3) passbook; or (4) other source document
provided by the RDFI which specifically designates the
account number to be used for ACH purposes. A DFI that
does not use the MICR line of its checks/share drafts for
ACH routing purposes (routing number and account
number) is advised to print clearly the correct routing
information on the face of the check/share draft.

W hen transcribing information from the on-us field of a
voided check or deposit ticket, left justify the information
and enter only numbers (0 through 9) and hyphens (-). If
information is obtained from another source, alpha
characters may be included.

If the on-usfield contains greater than 17 valid characters,
the leftmost 17 charactersareinserted in the DFI Account
Number field and the remaining characterstruncated, e.g.,
"012345678901234567" will appear
"01234567890123456" intheentry detail record. If fewer
than 17 characters, left justify and |eave the unused spaces
blank. Spaces left within the Receiver account number
should be ignored when the paperless entry is prepared,
e.g., "0123 456789" should appear "0123456789" in the
entry detail record; "0123-4 56789" should appear
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"0123-456789." Exact formatting of the DFI Account
Number Field is essential to ensure standard positioning
of account number characters when entries are received
for processing at the RDFI.

ADV: Contains a 15 character DFI Account Number.
The 16th and 17th positions of the DFI Account Number
are used to expand the Amount field to 12 positions.

CBR, PBR: This field contains the Foreign Receiver’'s
Account Number, or the leftmost 17 characters if the
Foreign Receiver's Account Number exceeds 17
characters. (NOTE: Thefull Foreign Receiver’'s Account
Number is always expressed in the Addenda Record.)

ENR: Contains information provided by the Federal
Government Agency participating in the Automated
Enrollment program.

Discretionary Data (ACK, ADV, ARC, ATX, CBR,
CCD, CIE, CTX, DNE, MTE, PBR, POP, PPD, RCK,
TEL, XCK, returns, dishonored returns, contested
dishonored returns, COR, refused COR): 2 Positions -
Entry Detail Record, Corporate Entry Detail Record -
Optional

This field in the Entry Detail Record allows ODFIs to
include codes, of significance only to them, to enable
specialized handling of the entry. There will be no
standardized interpretation for the value of thisfield. It
can either be a single two-character code, or two distinct
one-character codes, according to the needs of the ODFI
and/or Originator involved. This field must be returned
intact for any returned entry.

CCD, CTX: When an acknowledgment entry is requested
by an Originator, this field will contain “AK”.

Dishonored Return Reason Code (dishonored returns,
contested dishonored returns): Addenda Record; 3
Positions - Dishonored Return Entry - Mandatory; 2
Positions - Contested Dishonored Return Entry -
M andatory

A standard code used by the ODFI to describe the reason
for dishonoring a Return Entry. In a Contested
Dishonored Return Entry, only the numeric portion of the
code is used. The alphabetic portion of this code must
contain upper case characters.

Dishonored Return Settlement Date (contested
dishonored returns): 3 Positions - Addenda Record -
M andatory

The Dishonored Return Settlement Date is used in the
Automated Contested Dishonored Return format. Data
for thisfield is obtained from the Settlement Date field

of the Automated Dishonored Return Company/Batch
Header Record.

Dishonored Return Trace Number (contested
dishonored returns): 15 Positions - Addenda Record -
M andatory

The Dishonored Return Trace Number is used in the
Automated Contested Dishonored Return format. The
data for thisfield is obtained from positions 80 - 94 of
the Addenda Record or positions 80 - 94 of the Entry
Detail Record of the Automated Dishonored Return
Entry.

Document Reference Number (SHR): 11 Positions -
Entry Detail Record - Required

Thisfield further definesthe transaction in the event of
a Receiver's inquiry. Examples are microfilm
reference number or an electronic sequence number.

Effective Entry Date (all Standard Entry Class Codes):
6 Positions - Company/Batch Header Record -
Required

The effective entry date is the date specified by the
Originator on which it intends a batch of entries to be
settled. For credit entries, the effective entry date shall
be either one or two banking days following the
banking day of processing as established by the
Originating ACH Operator (the processing date). For
debit entries, the effective entry date shall be one
banking day following the processing date.

Batches of entries containing an effective entry date
beyond the designated number of days allowed will be
rejected by the ACH Operator and returned to the
ODFI. If thisfield is blank or zero, or partially blank
or partially non-numeric, or contains an incomplete
date, day numbers higher than 31 or month numbers
higher than 12, the Originating ACH Operator shall
insert the next banking day after the processing date as
the effective entry date.

ENR: For Automated Enrollment entries, this field
should be space filled.

Return Entries, COR, TRC, TRX: The ACH Operator
will not edit this field.

The scheduled Settlement D ate shall be inserted by the
Receiving ACH Operator. See the definition of
" Settlement Date" in this Appendix Two.

For purposes of this provision, the term "banking day"
refers to a day on which the Originating ACH
Operator's facility is being operated.
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Record Type Code (all Standard Entry Class Codes): 1
Position - All Record Formats - M andatory

See Record Type Codes under currently assigned "Code
Values' in this Appendix Two.

Reference Code (all Standard Entry Class Codes): 8
Positions - File Header Record - Optional

This field is reserved for information pertinent to the
Originator.

ADV: Thisfield will contain"ADV FILE".

Reference Information #1 (POS, SHR): 7 Positions -
Addenda Record - Optional

Thisfield may be used for additional reference numbers,
identification numbers, or codes which the merchant
needs to identify the particular transaction or customer.

Reference |nformation #2 (POS, SHR): 3 Positions -
Addenda Record - Optional

This field may be used for additional reference numbers,
identification numbers, or codes which the merchant
needs to identify the particular transaction or customer.

Refused Acknowledgment Code (Refused ACK, Refused
ATX): 2 positions - Corporate Entry Detail Record, Entry
Detail Record - M andatory

A standard code used by an ODFI to describe the reason
for refusing an acknowledgment entry.

Refused COR Code (refused COR): 3 Positions -

Addenda Record - M andatory

A standard code used by the RDFI to designate the reason
for refusing a notification of change entry.

Return Reason Code (returns, dishonored returns,
contested dishonored returns): Addenda Record -
Mandatory; 3 Positions - Return Entry; 2 Positions -
Dishonored Return Entry and Contested Dishonored
Return Entry

A standard code used by an ACH Operator or RDFI to
describe the reason for returning an entry. The alphabetic
portion of this code must contain upper case characters.
In a Dishonored Return entry and Contested Dishonored
Return entry, only the numeric portion of the code isused.

Return Settlement Date (dishonored returns, contested
dishonored returns): 3 Positions - Addenda Record -
M andatory

The Return Settlement Date is used in the Automated
Dishonored Return format. The data for this field is
obtained from the Settlement Date field in the
Company/Batch Header of the Return entry.

Return Trace Number (dishonored returns, contested
dishonored returns): 15 Positions - Addenda Record -
M andatory

The Return Trace Number is used in the Automated
Dishonored Return format. The data for this field is
obtained from positions 80 - 94 of the Addenda Record or
positions 80 -94 of the Entry Detail Record of the Return
entry.

Routing Number of ACH Operator (ADV): 8 positions -
Entry Detail Record - Mandatory

This field contains the Routing Number of the ACH
Operator that is sending the file.

Sequence Number Within Batch (ADV): 4 positions -
Entry Detail Record - Mandatory

This field contains the sequence number of an Entry
Detail Record within a batch of entries.

Service Class Code (all Standard Entry Class Codes): 3
Positions - Company/Batch Header Record and
Company/Batch Control Record - M andatory

The Service Class Code (BAI Specifications) identifies
the general classification of dollar entries to be
exchanged. This standard has been recommended to
facilitate inter-DFI transmission of data. ACH entries
have been assigned Service Class Code series 200-299.
(See Service Class Codes under currently assigned " Code
Values" in this Appendix Two.)

Settlement Date (all Standard Entry Class Codes): 3
Positions - Company/Batch Header Record - Inserted by
Receiving ACH Operator

The scheduled Settlement Date for a batch of entries shall
be inserted by the Receiving ACH Operator. Thisisthe
date on which the Participating DFI or its correspondent
is scheduled to be debited or credited by the Federal
Reserve. For all entries except return entries and check
safekeeping entries, the Settlement Date inserted by the
Receiving ACH Operator will be the same asthe effective
entry date unless the date specified is the same as or
earlier than the banking day of processing as established
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by the Originating ACH Operator (the processing date), in
which case the scheduled Settlement Date will be the next
banking day following the processing date. Returns,
dishonored returns, and contested dishonored returns will
be settled by the ACH Operator no earlier than the
Effective Entry Date contained within the original entry,
as it appears in the return entry Company/Batch Header
Record. Thereturn of an entry that containsan invalid or
stale Effective Entry Date will be settled by the ACH
Operator at the earliest opportunity (i.e., same banking
day of processing or next banking day following the
processing date. Notifications of Change and TRC/TRX
entrieswill be settled at the earliest opportunity, i.e., same
banking day of processing or next banking day following
the processing date. For purposes of this provision, the
term "banking day" refers to a day on which the
Originating ACH Operator's facility is being operated.

Standard Entry Class (all Standard Entry Class Codes):
3 Positions - Company/Batch Header - M andatory

This field is a mnemonic which permits various kinds of
entries to be distinguished. The Standard Entry Class
CodeField withinan ACH record must contain upper case
characters.

ACK: ACH Payment Acknowledgment - The alphabetic
mnemonic to identify an acknowledgment of receipt by
the RDFI of a corporate credit payment originated using
the CCD format. An ACK entry may be accompanied by
one addenda record which relays information about the
financial EDI credit payment using the ANSI ASC X12
REF (Reference) data segment.

ADV: Automated Accounting Advice - The alphabetic
mnemonic to identify automated accounting advices of
ACH accounting information in machine readable format
to facilitate the automation of accounting information for
Participating DFIls. Automated accounting advice is an
optional service to be provided by ACH Operators and
must be requested by those DFIs desiring this service.

ARC: Accounts Receivable Entry — The alphabetic
mnemonic to identify a Single Entry debit entry initiated
by an Originator to a Consumer Account of the Receiver
pursuant to a source document, as set forth in subsection
2.9.1 (Source Documents), provided to the Originator by
the Receiver viathe U.S. mail or at a dropbox location.

ATX: Financial EDI Acknowledgment - The alphabetic
mnemonic to identify an acknowledgment of receipt by
the RDFI of a corporate credit payment originated using
the CTX format. An ATX entry may be accompanied by
one addenda record which relays information about the
financial EDI credit payment using the ANSI ASC X12
REF (Reference) data segment.

CBR: Corporate Cross-Border Payment - The alphabetic
mnemonic to identify a credit or debit entry initiated to
effect a payment exchanged between payment system

participants of different countries, via an Originating
Gateway Operator and a Receiving Gateway Operator, to
or from a corporate account of the Receiver. A CBR
entry must by accompanied by one Addenda Record that
contains foreign payment information.

CCD: Cash Concentration or Disbursement - The
alphabetic mnemonic to identify debits and credits
initiated by an Originator to consolidate funds of such
Originator from itsbranches, franchisesor agents, or from
other organizationsor to fund the accounts of itsbranches,
franchises or agents, or of other organizations. A CCD
entry may be accompanied by one Addenda Record that
relays information in payment related ANSI ASC X 12
datasegmentsor NA CHA -endorsed banking conventions.

CIE: Customer Initiated Entry - The alphabetic
mnemonic to identify credit entries (other than PPD or
MTE entries) initiated by an Originator (usually an
individual or a service provider on behalf of an
individual), usually to pay an obligation of such
individual. A CIE entry may be accompanied by one
Addenda Record that relays information using payment
related ANSI ASC X 12 data segments.

COR: Automated Notification of Change or Refused
Automated Notification of Change - The alphabetic
mnemonic to identify an automated notification of change
or a refused automated notification of change. A COR
entry must be accompanied by an Addenda Record to
specify changed information.

CTX: Corporate Trade Exchange - The alphabetic
mnemonic to identify credit or debit entries originated by
an Originator to pay or collect an obligation of such
Originator and destined for the account of another
organization. CTX entries may be accompanied by
Addenda Records that relay information formatted in
accordance with ANSI ASC X12.5 and X12.6 syntax, an
ASC X12 transaction set containing a BPR or BPS data
segment, or payment related UN/EDIFACT syntax.

DNE: Death Notification Entry - The alphabetic
mnemonic to identify a notice initiated by an agency of
the Federal Government to notify an RDFI of the death of
a Receiver. A DNE entry must be accompanied by one
Addenda Record that relays information, such as date of
death and social security number of the Receiver using a
NACHA endorsed banking convention.

ENR: Automated Enrollment Entry - The alphabetic
mnemonic to identify ACH enrollment entries originated
by a DFI at the request of an account holder at the DFI.
Entries are sent to a Federal Government Agency and
must include at least one addenda record that relays
information pertaining to the account holder on whose
behalf the Automated Enrollment entry isinitiated. (See
Payment Related Information in this Appendix Two.)

MTE: Machine Transfer Entry - The alphabetic
mnemonic to identify credit or debit entriesinitiated at an
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SECTION 3.5 Automatic Batch Rejection

The following error conditions will cause the batch to be
rejected if batch level rejection has been specified, or will
causetheentirefileto berejected if filelevel rejection has
been specified:

. The batch contains invalid characters (i.e.,
characters not specified in Appendix One, ACH
File Exchange Specifications).

. Except for files coming from another ACH
Operator, the ODFI Identification in the
Company/Batch Header Record is not the
routing number of avalid ODFI.

. The Standard Entry Class Code Field contains
lower case characters.

. The Service Class Code in a Company/Batch
Header Record is other than a currently valid
code.

. The Trace Numbers on the file are not in

ascending sequence within a batch.

. The Transaction Codes in Entry Detail Records
areinvalid.
. The ODFI of a TRC/TRX batch is not a

participant in a check truncation program.

. The Amount field in an Entry Detail Record is
non-numeric.

. The sequence of records in the batch is
incorrect.

. The batch is "out-of-balance," i.e., the counts,

hash totals, or dollars in the Company/Batch
Control Records do not agree with the
summation of the entries for the batch.

. The Company Name s all spaces or all zeros.

. The Company Entry Description isall spacesor
all zeros.

. The Company ldentification is all spaces or all
zZeros.

. The Originator Status Code is not equal to "2"

for DNE if the Transaction Code is 23 or 33.

. The Standard Entry Class Code in the
Company/Batch Header Record is other than a
currently valid code.

. The Service Class Code in the Company/Batch
Control Record is not the same as that in the
Company/Batch Header Record.

e The first eight positions of the Trace Number in an
Entry Detail Record are not the same as the ODFI
Routing Number in the corresponding (immediately
preceding) Company/Batch Header Record.

¢ The Transaction Code in an Entry Detail Record is not
valid for the Service Class Code in the Company/Batch
Header Record. Either a debit Transaction Codeisin
acredit batch, or acredit Transaction Codeisin adebit
batch.

* The Transaction Code in an Entry Detail Record is not
valid for the Standard Entry Class Code in the
Company/Batch Header Record. For Standard Entry
Class Code COR, the Transaction Code must be 21, 26,
31, 36, 41, 46, 51, or 56. For Standard Entry Class
Code DNE, the Transaction Code must be 21, 23, 31,
or 33.

¢ Return and non-return transactions are in the same
batch.

* Return, dishonored return, and/or contested dishonored
return transactions are in the same batch.

e The Batch Number in the Company/Batch Header
Record is non-numeric.

e The Batch Number in the Company/Batch Control
Record is non-numeric.

e The Batch Number in the Company/Batch Control
Record is not the same as the Batch Number in the
Company/Batch Header Record.

SECTION 3.6 Automatic Entry Detail Return Entry

ACH Operators use return reason codes for the following
error conditions. These error conditions will never cause
the entire file to be rejected but will always cause the
entry detail record to be returned using an Addenda
Record with an Addenda Type Code of "99":

R13 RDFI Not Qualified to Participate

« RDFI not qualified to participate or the Routing
Number is not valid.

R18 Improper Effective Entry Date
» Theeffectiveentry datefor acredit entry ismore than
two banking days after the banking day of processing

as established by the Originating ACH Operator.

« The effective entry date for adebit entry is more than
one banking day after the processing date.

R19 Amount Field Error

* Amount field is non-numeric.
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* Amount field is not zero in a prenotification, DNE,
ENR, Notification of Change, Refused Notification of
Change, or zero dollar entry.

« Amount field is zero in an entry other than a
prenotification, DNE, ENR, Notification of Change,
Refused Notification of Change, Return, Dishonored
Return, Contested Dishonored Return, or zero dollar
entry.

R25 Addenda Error

» Addenda Record Indicator value is not O or 1.

» Addenda Record Indicator value is 0 but Addenda
Record follows.

» AddendaRecord Indicator valueis 1 but no Addenda
Record follows.

» AddendaRecord Indicator onaCTX or TRX entry is
0 and Number of Items Paid or Number of Addenda
Records is not zero. Addenda Record Indicator is 1
and Number of Items Paid or Number of Addenda
Recordsis 0.

» The Addenda Record Indicator for notifications of
change, refused notifications of change, returns,
dishonored returns, contested dishonored returns,
CBR,DNE,ENR,MTE, PBR, POS, SHR, TRX, and
zero dollar entries other than prenotifications is not
equal to "1".

« Addenda Type Codeisnot valid if not equal to “01"
for CBR or PBR entries, "02" for M TE, POS, or SHR
entries; "05" for ACK,ATX,CCD, CIE,CTX, DNE,
ENR, PPD, TRX, or WEB entries; "98" on
Automated Notification of Change or Automated
Refused Notification of Change; or "99" or "05"
(TRX only) on Automated Return, Automated
Dishonored Return, or Automated Contested
Dishonored Return Entries.

* Total number of Addenda Records exceeds the
maximum number allowable (9,999) per Entry Detail
Record (CTX, ENR, or TRX).

» Thenumber of Addenda Records exceeds one (1) for
CBR, CCD, CIE, DNE, MTE, PBR, POS, PPD,
SHR, WEB, notifications of change, refused
notifications of change, returns, dishonored returns,
and contested dishonored returns.

» Addenda Sequence Number is not valid.

» The actual number of addendarecordsis not equal to
the Number of Addenda Records in the Corporate
Entry Detail Record (CTX) or the Entry Detail
Record (ENR, TRX).

* The alphameric portion of the Return Reason Code,

Dishonored Return Reason Code, Contested
Dishonored Return Reason Code, or Change Code
contains lower case characters.

R26 Mandatory Field Error

e Individual Name contains all spaces or all zeros
(MTE Entry).

 Individual Identification Number contains all spaces
or all zeros (MTE entries or CIE entries).

e Check Serial Number contains all spaces or all zeros
(ARC entries, POP entries, RCK entries, or XCK
entries).

« Terminal City contains all spaces or all zeros (POP
entries only).

e Terminal State contains all spaces or all zeros (POP
entries only).

e Card Transaction Type Code is not a valid code as
specified in Appendix Two (ACH Record Format
Specifications) (POS and SHR entries only).

« Number of Addenda Records in a Corporate Entry
Detail Record is not numeric.

¢ The Return Reason Code field for return entries, the
Dishonored Return Reason Codefield for dishonored
returns, or the Contested Dishonored Return Reason
Code field for contested dishonored returns does not
contain a valid code as specified in Appendix Five
(Return Entries).

« The Change Code field for notification of change
entries or the Refused COR Code field for refused
notification of change entriesdoes not contain avalid
code as specified in Appendix Six (Notification of
Change).

* OnaNoatification of Change or Refused Notification
of Change, the Corrected Datafield is blank, or on a
Refused Notification of Change, the Change Codeis
not a currently assigned value (see Appendix Six,
Notification of Change) or the COR Trace Sequence
Number field is not numeric. A Refused Notification
of Change is denoted by a valid Refused COR Code
in the Refused COR Code field. See Appendix Six
for alist of valid codes.

¢ Inadishonored return or contested dishonored return,
the Return Trace Number is not numeric, the Return
Settlement Date isnot avalid Julian date in the range
001-366, or the Return Reason Code is not a
currently assigned value for Returns.

* In a contested dishonored return, the Dishonored
Return Trace Number is not numeric, the
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Dishonored Return Settlement Date is not a valid
Julian date in the range 001-366, or the
Dishonored Return Reason Codeisnot acurrently
assigned value for dishonored returns.

* In a contested dishonored return with Contested
Dishonored Return Reason Code R73 (timely
original return), the Original Settlement Dateisnot
a valid Julian date in the range 001-366, or the
Date Original Entry Returned is not a valid date.

R27 Trace Number Error
» Original Entry Trace Number is not present in the

Addenda Record on an automated return or
Notification of Change entry.

* Trace Number of an Addenda Record is not the
same as the Trace Number of the preceding Entry
Detail Record.

R28 Routing Number Check Digit Error

» The Check Digit for a Routing Number is not

valid.
R30 RDFI Not Participant in Check Truncation
Program

R32 RDFI Non-Settlement
* The RDFI is not able to settle the entry.
R34 Limited Participation DFI

* The RDFI's participation has been limited by a
federal or state supervisor.

R35 Return of Improper Debit Entry
* ACH debitentries (with the exception of reversals)
are not permitted for use with the CIE Standard

Entry Class Code.

» ACH debitentries (with the exception of reversals)
are not permitted to loan accounts.

R36 Return of Improper Credit Entry

¢ ACH credit entries (with the exception of reversals)
are not permitted for use with the following Standard
Entry Class Codes: ARC, POP, RCK, TEL, WEB,
and XCK.

Creation of theresulting automated return entries shall be
in accordance with the specifications in Appendix Five
(Return Entries).

APPENDIX FOUR - MINI MUM
DESCRIPTION STANDARDS

These rules require each RDFI to send or make available
to each Receiver specific minimum descriptive
information concerning each credit or debit entry to the
Receiver’'s account. This descriptive information, which
is consistent with the requirements of Section 205.9(b) of
Federal Regulation E, is as follows:

(a) Posting date to customer's account

(b) Dollar amount of the entry

(c) Company name

(d) Company entry description

(e) Type of account (e.g., checking)

(f) Number of the account

(9) Amount of any charges assessed against the account
for electronic fund transfer services

(h) Balances in the customer's account at the beginning
and at the close of the statement

(i) Terminal Identification Code (MTE, POS, and SHR
entries)

(j) Terminal Location (MTE, POS, and SHR entries)

(k) Terminal City (MTE, POP, POS, and SHR entries)

(I) Terminal State (MTE, POP, POS, and SHR entries)

(m) Address and telephone number to be used for
inquiries or notices of errors preceded by "Direct
Inquiries To" or similar language

The above requirements do not apply to Receivers'
passbook accounts which may not be accessed by
electronic fund transfers other than preauthorized credit
transfers. However, they do apply whether or not
Regulation E imposes certain of those requirements on a
person other than the RDFI and whether or not the
Regulation exempts a Participating DFI from all such
requirements with respect to certain types of entries.
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For Accounts Receivable (ARC) Entries, Destroyed
Check Entries (X CK), Re-presented Check (RCK) Entries
and Point-of-Purchase (POP) Entries, these rules require
that, in addition to the information noted above, the RDFI
also provide the Receiver with the following information
relating to the entry:

(a) Check Serial Number.

NACHA strongly recommends, but these Rules do not
require, that a RDFI also send or make available to each
of its Receiversthe following additional information with
respect to a credit or debit entry made to such Receiver's
account.

(a) Company Descriptive Date
(b) Individual Identification Number/
Number

Identification

Terms used herein shall have the meanings set forth in
Appendix Two (ACH Record Format Specifications) of
these Rules.

APPENDIX FIVE - RE TURN
ENTRIES

Except as otherwise provided in Article Six, section 6.1
(Return of Entries) of these rules, an RDFI may return
entries for any reason, provided it uses an appropriate
Return Reason Code as specified in this Appendix and, if
it uses Return Reason Code R11 or R17, provided it
specifies the reason for the return. If no appropriate
Return Reason Code is specified in this Appendix Five,
the RDFI shall use the code which most closely
approximates the reason for return. (NOTE: The
alphabetic portion of each Return Reason Code must
contain upper case characters.)

SECTION 5.1 Automated Return Entries

NOTE: Throughout this section, DFIs will always be
designated by their original names. For example, the
ODFI isthe DFI that initially prepared the original entry,
and which will eventually have the Automated Return
Entry delivered to it. The RDFI is the DFI that was
supposed to receive the original entry and will usually be
preparing the Automated Return Entry. In some cases an
Automated Return Entry may be prepared by an
intervening ACH Operator if theentry cannot be delivered
or if it contains an erroneous condition.

When an Automated Return Entry isprepared, theoriginal
Company/Batch Header Record, the original Entry Detail
Record, and the Company/Batch Control Record are
copied for return to the Originator. (NOTE: This
includesthe original SEC codefoundin Field 51-53 of the
Company Batch Header record.)

The Automated Return Entry islooked at as a new entry,
generated because the original entry failed to accomplish
its intended purpose. Thus, these entries should be
assigned new batch and trace numbers, new identification
numbers for the returning institution, appropriate
transaction codes, and so on.

The File Creation Date is of use to the ODFI when the
entry is being returned by the first ACH Operator
processing the file submitted. Otherwise, this data
elementisfor afilecreated outside the organization of the
ODFI and the information is not helpful. The ODFI can
determine if the date is from its own file by looking at
Field 12 of the Company/Batch Header Record, which
now carries the identification of the institution preparing
the return entry.

There is nothing required in the format that limits the
number of Entry Detail Record/Addenda Record pairs to
one for each batch. Multiple entry return entry batches
certainly may be generated from one original batch.

SECTION 5.2 Non-Automated Return Entries

An ACH Operator that agrees to accept non-automated
return entries must convert them to the automated format
at the point of entry into the system. A return converted
to the automated format must bear the original Standard
Entry Class Code.

SECTION 5.3 Adjustment Entries

Incompliance with Article Eight, section 8.7 (Adjustment
Entries) of the Rules, adjustment entries are utilized by an
RDFI when, upon receiving notice from its Receiver that
a debit entry was, in whole or part, unauthorized, the
RDFI credits the amount of such entry to its Receiver's
account and returns the erroneous entry to the ODFI.

Adjustment entries shall comply with the format and
specifications for Return Entries in this Appendix Five.
In order to qualify as adjustment entries, returns must
contain one of the Return Reason Codes (either RO7 or
R10) designated as applicable to adjustment entries.

SECTION 5.4 Table of Return Reason Codes

Codes To Be Used by the RDFI for Return Entries

RO1 Insufficient Funds
The available and/or cash reserve balanceis not sufficient
to cover the dollar value of the debit entry.

R02 Account Closed
A previously active account has been closed by action of
the customer or the RDFI.

RO03 No Account/Unable to Locate Account

The account number structure is valid and it passes the
check digit validation, but the account number does not
correspond to the individual identified in the entry, or the
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account number designated is not an open account. (Note:
This Return Reason Code may not be used to return ARC
entries or POP entries that do not contain an Individual
Name.)

R04 Invalid Account Number

The account number structureisnot valid. The entry may
fail the check digit validation or may contain an incorrect
number of digits.

R0O5 Unauthorized Debit to Consumer Account Using
Corporate SEC Code (adjustment entries)

A CCD, CTX, or CBR debit entry was transmitted to a
Consumer Account of the Receiver and was not
authorized by the Receiver. The Receiver may request
immediate credit from the RDFI for an unauthorized
debit. Therequest must be made in writing within fifteen
(15) days after the RDFI sends or makes available to the
Receiver information pertaining to that debit entry. The
Receiver must also provide the RDFI with a written
statement under penalty of perjury, pursuant to subsection
8.6.5 (Receiver's Written Statement Under Penalty of
Perjury), that the debit entry was not authorized by the
Receiver. For purposesof thiscode and related Operating
Rules provisions, a debit entry was not authorized by a
Receiver if (1) the authorization requirements of Article
Two, subsection 2.1.2 (Receiver Authorization and
Agreement) have not been met; (2) the debit entry was
initiated in an amount greater than that authorized by the
Receiver; or (3) thedebit entry wasinitiated for settlement
earlier than authorized by the Receiver. An unauthorized
debit entry does not include a debit entry initiated with
fraudulent intent by the Receiver or any person acting in
concert with the Receiver. An RDFI using this return
reason code must transmit the return entry by its ACH
Operator’s deposit deadline for the 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.

R06 Returned per ODFI's Request

The ODFI has requested that the RDFI return the ACH
entry. If the RDFI agrees to return the entry, the ODFI
must indemnify the RDFI according to Article Six
(Return, Adjustment, Correction, and A cknowledgment of
Entries and Entry Information) of these Rules.

R11 Check Truncation Entry Return (Specify)

To be used when returning a check truncation entry. This
reason for return should be used only if no other return
reason code is applicable. The RDFI should use the
appropriate field in the addenda record to specify the
reason for return (i.e., "exceeds dollar limit," "no match
on ARP," "stale date," etc.).

R12 Account Sold to Another DFI
A financial institution may continue to receive entries
destined for an account that has been sold to another

financial institution. Because the RDFI no longer
maintains the account and is unable to post the entry, it
should return the entry to the ODFI.

R14 Representative Payee Deceased or Unableto
Continue in that Capacity

The representative payee is a person or institution
authorized to accept entries on behalf of one or more
other persons, such as legally incapacitated adults or
minor children. The representative payee is either
deceased or unable to continue in that capacity. The
beneficiary is not deceased.

R15 Beneficiary or Account Holder (Other Than a
Representative Payee) Deceased

(1) The beneficiary is the person entitled to the benefits
and is deceased. The beneficiary may or may not be the
account holder; or

(2) The account holder (acting in a non-representative
payee capacity) is an owner of the account and is
deceased.

R16 Account Frozen

acfreﬁ-tak-eﬁ-by-HﬁaQB-H—erby-regal—aeﬁeﬁ- Accessto the

account is restricted due to specific action taken by the
RDFI or by legal action.

R17 File Record Edit Criteria (Specify)

Some fields that are not edited by the ACH Operator are
edited by the RDFI. If the entry cannot be processed by
the RDFI, the field(s) causing the processing error must
be identified in the addenda record information field of
the return.

R20 Non-Transaction Account

The ACH entry destined for anon-transaction account, as
defined in Regulation D, would include either an account
against which transactions are prohibited or limited or a
pass-through where the entry isfor acredit union or thrift
organization and Regulation E descriptive requirements
cannot be met.

R21 Invalid Company Identification

The identification number used in the Company
Identification Field isnot valid. ThisReturn Reason Code
will normally be used on CIE transactions.

R22 Invalid Individual ID Number

In CIE and MTE entries, the Individual ID Number is
used by the Receiver to identify the account. The
Receiver has indicated to the RDFI that the number with
which the Originator was identified is not correct.

R23 Credit Entry Refused by Receiver

The Receiver may return acredit entry because one of the
following conditions exists: (1) a minimum amount
required by the Receiver has not been remitted; (2) the
exact amount required has not been remitted; (3) the
account is subject to litigation and the Receiver will not
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accept the transaction; (4) acceptance of the transaction
resultsin an overpayment; (5) the Originator isnot known
by the Receiver; or (6) the Receiver has not authorized
this credit entry to this account.

R24 Duplicate Entry

The RDFI has received what appears to be a duplicate
entry; i.e., the trace number, date, dollar amount and/or
other data matches another transaction. This code should
be used with extreme care. The RDFI should be aware
that if afile has been duplicated, the Originator may have
already generated a reversal transaction to handle the
situation.

R29 Corporate Customer Advises Not Authorized
The RDFI has been notified by the Receiver (non-
consumer) that a specific transaction has not been
authorized by the Receiver.

R31 Permissible Return Entry (CCD and CTX only)

The RDFI has been notified by the ODFI that the ODFI
agrees to accept a CCD or CTX return entry in
accordance with Article Eight, section 8.3 (ODFI Agrees
to Accept CCD or CTX Return).

R33 Return of XCK Entry

The RDFI determines at its sole discretion to return an
XCK entry. Thisreturn reason code may only be used to
return XCK entries. An XCK entry may be returned up to
sixty days after its Settlement Date.

R37 Source Document Presented for Payment

The source document to which an ARC entry or a POP
entry relates has been presented for payment. The
Receiver may requestimmediate credit from the RDFI for
an ARC entry or a POP entry for the reason described
above. Therequest must be madeinwriting within fifteen
(15) days after the RDFI sends or makes available to the
Receiver information relating to that debit entry. The
Receiver must also provide the RDFI with a written
statement under penalty of perjury that the source
document was presented for payment. An RDFI using this
return reason code must transmit the return entry by its
ACH Operator’s deposit deadline for the 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 ARC
entry or the POP entry.

APPENDIX SIX - NOTIFICATION
OF CHANGE

A Notification of Changeiscreated by an RDFI to notify
the ODFI that previously valid information contained in
a posted entry has become outdated or that information
contained in a prenotification is erroneous and should be
changed.

A Notification of Change is inapplicable to Shared
Network Transactions when the RDFI is also the card
issuer.

SECTION 6.1 Automated Notification of Change

An Automated Notification of Change must comply with
the following specifications:

* A zero dollar amount must be indicated.

» Addenda Type Code 98 must be used to indicate that
the Addenda Record contains automated change
information.

* Field 3 of the Addenda Record must contain the
appropriate code indicating the information to be
changed, in accordancewith the Table of Change Codes
set forth in this Appendix Six. Field 7 of the Addenda
Record must contain the change (correction)
information corresponding to the change code used, in
accordance with the Table of Change Codes set forthin
this Appendix Six.

* The Standard Entry Class Code "COR" must be used to
denote a batch containing automated change
information.

« Company/Batch Header Record, Entry Detail Record,
and Addenda Record formats as set forth in this section
must be used.

e The Transaction Code, Entry Detail Record must be
either 21, 26, 31, 36, 41, 46, 51, or 56.

SECTION 6.2 Non-Automated Notification of Change

An ACH Operator that agrees to accept hon-automated
Notification of Change entries must convert them to the
automated format at the point of entry into the system.

SECTION 6.3 Refused ACH Notification of Change

A Refused ACH Notification of Change is created by an
ODFI to refuse a Notification of Change entry containing
incorrect or incomplete information. The Refused
Notification of Change must be in automated form.

Each automated Refused Notification of Change entry of
an ODFI must be in the format and sequence set forth in
this Appendix Six and must contain the reason(s) for the
refusal of the Notification of Change Entry.

SECTION 6.4 Minimum Description Standards for
Notificationsof Changeand Corrected Notificationsof

Change

An ODFI must, at a minimum, provide to each of its
Originators the following information, with respect to
each Notification of Change or Corrected Notification of
Change entry received by the ODFI, within two banking
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days of the Settlement Date of the NOC or Corrected
NOC entry:

(a) Company Name;

(b) Company Identification;

(c) Company Entry Description;

(d) Effective Entry Date;

(e) DFI Account Number;

(f) Individual Name/Receiving Company Name;

(9) Individual Identification Number/
Identification Number;

(h) Change Code;

(i) Original Entry Trace Number;

(j) Original Receiving DFI Identification; and

(k) Corrected Data.

SECTION 6.5 Table of Change Codes

(NOTE: The alphabetic portion of each Change Code
must contain upper case characters.)

TABLE OF CHANGE CODES

Code M eaning

CO01 Incorrect DFI Account Number

Correct DFI Account Number appears in first (left
justification) 17 positions of the Corrected Data Field.

CBR, PBR: For outbound cross-border entries, the
correct Foreign Receiver’s Account Number will appear
inthefirst (left justification) 25 positions of the Corrected
Data Field.

Example: Thiscodewould also be used when an Account
Number is incorrectly formatted.
C02 Incorrect Routing Number

Correct Routing Number (including Check Digit) appears
in first nine positions of the Corrected Data Field.
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SECTION 8.2 Audit Requirementsfor Participating
DFls

All Participating DFIs, as RDFIs, and their third-party
service providersshall conduct thefollowing examination
of ACH operations concerned with receiving ACH
entries:

A.

Verify that records of entries, including return and
adjustment entries, transmitted from or to an ACH
Operator are retained for six years from the date the
entry was transmitted. Verify that a printout or
reproduction of the information relating to the entry
can be provided to the Participating DFI’s customer
or any other Participating DFI or ACH Operator that
originated, transmitted, or received the entry.

When electronic records are used, verify that such
records (1) accurately reflect the information
contained within the record, and (2) are capable of
being accurately reproduced for later reference,
whether by transmission, printing, or otherwise.

Verify that prenotifications received are for valid
accounts and that when a prenotification is not
processable or is erroneous, the prenotification is
rejected on a timely basis through the use of return
entry procedures or that changes are requested
through the Notification of Change procedure.

Verify that, subject to the RDFI's right of return, all
types of ACH entries and prenotifications are
accepted.

Review records and procedures to ensure that funds
from ACH credit entries are made available to the
Receiver for withdrawal or cash withdrawal on
Settlement Date. In the case of PPD credit entries
made available to the RDFI by 5:00 p.m. local time
on the banking day prior to the Settlement Date,
ensure that funds are made available to the Receiver
for withdrawal or cash withdrawal no later than the
opening of business on the Settlement Date and that
debit entries are not posted prior to the Settlement
Date.

Verify that the RDFI sends or makes available as part
of the account statement for consumer customers the
minimum descriptive information concerning each
credit or debit entry consistent with the requirements
of Appendix Four (Minimum Description Standards).
For ARC, POP, RCK, and XCK entries, also verify
that the RDFI sends or makes available, as part of the
account statement for consumers, the contents of the
Check Serial Number Field with respect to each such
entry. For POP entries, also verify that the RDFI
sends or makes available, as part of the account
statement for consumers, the contentsof the T erminal
City Field and Terminal State Field with respect to
each such entry.

For all entries except RCK, review records and
procedures to determine that returned entries,
including rejected prenactifications, are received by
the RDFI's ACH Operator by its deposit deadline for
the return entry to be made available to the ODFI no
later than the opening of business on the second
banking day following the Settlement Date of the
original entry. For purposes of the preceding
sentence, the term second banking day shall refer to
the second banking day of the RDFI's ACH Operator,
and the term Settlement Date of the original entry
shall refer to the Settlement Date of the original entry
thatisbeingreturned. Review recordsand procedures
to ensure that dishonored return entries received by
the RDFI are handled appropriately, and that
contested dishonored return entries and corrected
returns are initiated in a timely manner.

Review internal procedures to ensure that the return
of an RCK entry is transmitted to the RDFI's ACH
Operator by midnight of the second banking day
following the banking day of receipt of the
presentment notice.

Review internal procedures to ensure that, for each
RCK entry for which a stop payment has been placed
on the item to which the RCK entry relates and for
each ARC entry for which a stop payment order has
been placed on the source document to which the
ARC entry relates, the adjustment entry is received
by the RDFI's ACH Operator by its deposit deadline
for the adjustment 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.
(NOTE: No written statement under penalty of
perjury is required for entries returned for these
reasons.)

Review records and proceduresto ensure that written
statementsunder penalty of perjury are obtained from
consumers for all returns bearing Return Reason
Codes R05, R07, R10, R37, R51, and R53, and that
each adjustment entry is received by the RDFI's
ACH Operator by its deposit deadline for the
adjustment entry to be made availableto 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. Verify that
copies of written statements under penalty of perjury
are provided to the ODFI within the required time
frame, when such copiesare requested, in writing, by
the ODFI.

Review internal proceduresand customer agreements
to ensure compliance with UCC Article 4A with
respect to ACH transactions.

Verify that, with the exception of NOCs due to
merger or acquisition, Notification of Change entries
are transmitted within two banking days of the
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APPENDIX EIGHT

2005 OPERATING RULES

SECTION 8.3 Audit Requirementsfor ODFls

In addition to the examination and control procedures

outlined

in section 8.2 (Audit Requirements for

Participating DFIs) of this Appendix Eight, ODFIs and
their third-party service providers shall conduct an
examination of ACH operations that includes the
following reviewsof proceduresrelating to theorigination
of ACH entries:

A.

Verify that records of entries, including return and
adjustment entries, transmitted from or to an ACH
Operator are retained for six years from the date the
entry was transmitted. Verify that a printout or
reproduction of the information relating to the entry
can be provided to the Participating DFI’s customer
or any other Participating DFI or ACH Operator that
originated, transmitted, or received the entry.

W hen electronic records are used, verify that such
records (1) accurately reflect the information
contained within the record, and (2) are capable of
being accurately reproduced for later reference,
whether by transmission, printing, or otherwise.

Ensure that agreements have been made with all
Originators (corporate customers) or Third-Party
Sendersthat bind the customer or Third-Party Sender
to the ACH rules, and that, within such agreements,
the Originator or Third-Party Sender acknowledges
that entries may not be initiated that violate the laws
of the United States. With respect to CBR and PBR
entries, verify that agreements contain all necessary
provisions.

Verify that, if applicable, agreementshave been made
with all Sending Points originating transactions on
behalf of the ODFI.

Review internal proceduresand customer agreements
to ensure compliance with UCC Article 4A with
respect to ACH transactions.

Review internal procedures to determine that
exposure limits are established for each corporate
Originator or Third-Party Sender, that these
procedures provide for the exposure limits to be
reviewed periodically, and for entries initiated by
these Originators or Third-Party Senders to be
monitored relative to the exposure limits across
multiple settlement dates.

For CBR and PBR entries, also ensure that the ODFI
hasimplemented proceduresto monitor the payments
system risk associated with the initiation of such
entries by each Originator or Third-Party Sender.

For WEB entries, also review internal procedures to
ensure that the ODFI has (1) established procedures
to monitor the credit-worthiness of each Originator or
Third-Party Sender on an on-going basis, (2)

established an exposure limit for that Originator or
Third-Party Sender, (3) implemented procedures to
review that exposure limit periodically, and (4)
implemented procedures to monitor entries initiated
by that Originator or Third-Party Sender relative to
its exposure limit across multiple settlement dates.

Review internal proceduresto ensurethat information
relating to NOCsand Corrected NOCsis provided to
each Originator or Third-Party Sender within two
banking days of the Settlement Date of the NOC or
Corrected NOC in accordance with Appendix Six
(Notification of Change).

Review internal procedures to ensure that, when
agreed to by the ODFI, Permissible Return Entries
areaccepted inaccordancewith Article Eight, section
8.3 (ODFI Agreesto Accept CCD or CTX Return).

Verify that the ODFI has utilized a commercially
reasonable method to establish the identity of each
Originator or Third-Party Sender that uses an
Unsecured Electronic Network to enter into a
contractual relationship with an ODFI for the
origination of ACH transactions. When an ODFI has
arelationship with a Third-Party Sender rather than
with an Originator directly, also verify that the Third-
Party Sender has utilized a commercially reasonable
method to establish the identity of each Originator
that uses an Unsecured Electronic Network to enter
into a contractual relationship with the Third-Party
Sender for the origination of ACH transactions.

Ensure that Originators or Third-Party Senders are
kept informed of and are in compliance with their
obligations on a continuing basis, including
requirements that:

(1) the Originator obtain the Receiver's
authorization for entries, and that copies of
such authorizations are provided to the
Receiver in accordance with the
requirements of these rules.

(2) if Originators choose toinitiate
prenoctifications, those prenotifications are
sent as required by the rules.

3) entries returned as "RO7 Authorization
Revoked by Customer", "R08 Payment
Stopped", or "R10 Customer Advises Not
Authorized" are not reinitiated unless
subsequent authorization of their customer
has been obtained:, and entries returned as
“R0O5 Unauthorized Debit to Consumer
Account Using Corporate SEC Code” are
not reinitiated wunless (a) subsequent
authorization of their customer has been
obtained and (b) the Standard Entry Class
Code has been corrected.
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