NACHA Rules

IAT

Currently there is not an out of the box solution within CCB, CCS, C2M that allows for our utility customers to identify International ACH Transactions (IAT) which is required in order to meet NACHA Operating Rules & Guidelines.

I have attached a copy of the Automated Clearing House (ACH) User Guide from Wells Fargo which outlines the definition of IAT truncations and how they should be handled (refer to the section for International ACH Transactions (IAT) starting on page 12 of the attached documentation).

Any violation of not meeting the IAT guidelines will result in a fine to the utility company for not adhering to the NACHA operating guidelines.  Therefore, our current customer implementation made the decision to block payments that would qualify as an IAT transaction.

The only way in which someone can know which bank routing/bank account number combinations (e.g. bank account patterns) quality as IAT is to review guidelines from the utility ACH Processor, which, in our specific case is Wells Fargo.

Below are details related to IAT:
Specific rules regarding what information must be gathered from the customer and provided to the network, and how IAT transactions must be formatted when sent to our bank:

Refer to NACHA OPERATING RULES & GUIDELINES - Section 5, Chapter 43 (approximately 70 pages)

Definition of IAT:
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Data Requirements:
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Laws and Regulations, in addition to NACHA, that all ACH Originators must comply with:
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Explanation of why a transaction any ACH Originator initiates would qualify as an IAT:
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Specific Example that applies to all U.S. ACH originators:
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Current list of Bank Routing Number/Bank Account Number combination patterns that qualify as IAT:

Bangkok Bank 
Transactions to beneficiaries at Bangkok Bank require origination using the IAT SEC code. 
· Routing Transit Number 026008691 
· All account numbers 

Citibank 
Transactions to beneficiaries at Citibank branches in the U.S. may be routed by Citibank outside of the U.S., which requires them to be submitted using the IAT SEC Code. This applies to transactions that meet all three of the following conditions: 
· Routing Transit Number 031100209 
· Account numbers are 17 digits long 
· Account numbers beginning with 7002, 7003, 7024, 7027, 7040, 7041, 7042, 7043, 7044, 7138, 7238, 7338, and 7772 

Deutsche Bank
Transactions to beneficiaries at Deutsche Bank require origination using the IAT SEC code. This applies to transactions that meet both of the following conditions: 
· Routing Transit Number 021001033 
· Account numbers are longer than eight digits 
 
Note: Transactions with check conversion Standard Entry Class (SEC) Codes (ARC, BOC, POP and RCK) are excluded. 
ACH Implementation Guide 26 June 2022 

Royal Bank of Canada 
Transactions to beneficiaries at Royal Bank of Canada branches in the U.S. may be routed by RBC outside of the U.S., thereby requiring them to be submitted using the IAT SEC code. This applies to transactions that meet both of the following conditions: 
· Routing/transit number 026004093 
· Account number does NOT begin with 01269 
 
Wells Fargo 
Transactions to beneficiaries at Wells Fargo in the U.S. are routed outside of the U.S., which requires them to be submitted using the IAT SEC Code. This applies to transactions that meet all three of the following conditions: 
Routing Transit Number 121000248 
· Account numbers are 17 digits long 
· Account numbers beginning with 1775, 2606, 4148, 4248, 7184, 7284 
 
ACH transactions that meet the above conditions must be processed as IAT.
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When is My Company Required to Use IAT?

‘You are required to use the IAT SEC code for any transaction in which a financial insttuton located outside the.
terrorial jurisdiction of the United States is involved in the processing and/or setlement of the transaction. There are

‘several situations when this can occur. In the following diagrams, the shaded box indicates the offshore financial
nstitution.

Note:  This section includes a few examples of ransactions to help you understand when you nesd to use the IAT
‘SEC code. It s ot intended to istall possible transactions that will be affected by the IAT implementation
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Offshore Intermediary FI

‘You must use the IAT SEC code for this transaction because you specified an intermediary financial institution, and
that financial intituion is located offshore.

Offshore.
Yourcompany |—»|  WellsFargo (b o S (b USFORI

Note that this transacton requires the IAT SEC code even though the ODFI (originating depository financial
institution, which is Wells Fargo) and the RDFI are located in the U.S.
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Section: Article Eight Definitions Of Terms Used In These Rules
Section 8.54 “ International ACH Transaction” Or “IAT Entry” Or “IAT"

An Entry that is part of a payment transaction1involving a Financial Agency'’s office that is not located
in the territorial jurisdiction of the United States. An office of a Financial Agency is involved in the
payment transaction if it (a) holds an account that is credited or debited as part of the payment
transaction, (b) receives payment directly from a Person or makes payment directly to a Person as part
of the payment transaction, or (c) serves as an intermediary in the settlement of any part of the
payment transaction. An International ACH Transaction cannot be a Same Day Entry. 1 See the Nacha
Operating Guidelines chapter on International ACH Transactions for further guidance on payment
transactions.
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Section: Section V Standard Entry Class Codes

Data Requirements

The IAT format includes certain data elements from the BSA's “Travel Rule,” which is currently required
for wire transfers. The data elements listed below are included in the IAT format and all fields
correspond to the SWIFT message format field lengths to allow for greater interoperability. - Name and
physical address of the Originator -« Name and physical address of the Receiver (“Beneficiary”) «
Account number of Receiver - Identity of the Receiver's bank - Foreign Correspondent Bank(s) name,
Bank ID number and Bank Branch Country Code
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ACH Rules and Regulations

‘The Operating Rules of the National Automated Clearing House Association (Nacha) govem the processing of ACH
‘payments. For detals about these rules, refer to the ACH Rules Corporate Edition. Additional information can be
‘obtained through the Nacha website at

‘www.nacha.org

In additon to the ACH Service agreement that you signed with Wels Fargo, your ACH transactions may also be:
Subject o other laws and reguiations, such as:

Reguiation £
Uniform Commercial Code:

Reguiation CC

State laws

‘The Bank Secrecy Act of 1970 (BSA)

Office of Foreign Assets Control (OFAC) rules and reguiations
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The IAT SEC Code

You must use the IAT SEC code for any transaction in which a financial agency located outside the territorial
jurisdiction of the United States is involved in the processing and/or settiement of the transaction.

The definition of Intemational ACH Transaction (IAT) is “an Entry that is part of a payment transaction involving a
Financial Agency's office that is not located in the territorial jurisdiction of the United States.” Note that it focuses on
where the financial agency that handles the payment transaction? (movement of funds) is located and not where any

other party to the transaction (e.g., the Originator or Receiver) is located. IAT entries flow through the domestic ACH
Network and settle in U.S. dollars.

Using the IAT SEC code and inclusion of the required data elements for IAT enables compliance with U.S. law,
including programs administered by the Office of Foreign Assets Control (OFAC). The required data elements must
be included in the seven mandatory addenda records that accompany the payment. See

To determine whether a transaction should be originated as IAT, you need to determine if the debit or credit entry that
is part of a payment transaction involves a financial agency’s office that is not located in the territorial jurisdiction of
the United States.

An office of a financial agency is involved in the payment transaction f it
Holds an account that is credited or debited as part of the payment transaction,

Receives payment directly from a Person or makes payment directly to a Person as part of the payment
transaction, or

Serves as an intermediary in the settlement of any part of the payment transaction
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What is Different for IAT Transactions?

Activity Change

Originated transactions |»  Company/batch header (type 5) and entry detail (type 6) records for IAT transactions
will use a different layout compared to other types of transactions.

IAT transactions include seven mandatory addenda records and two optional
addenda records.

Retumed transactions IAT retums must include the seven mandatory addenda records from the original
transaction plus an additional addenda record with retum information.

Dishonored retums and contested dishonored retums will not be allowed for IAT
retumns.

Return period for unauthorized inbound IAT transactions to non-consumer accounts.
will be extended to 60 days.

IAT NOCs will use a new IATCOR indicator code.
Refused NOCs will not be allowed for IAT NOCs.

What Happens if | Don’t use IAT for an International Transaction?

Wells Fargo will process an interational ACH transaction only if it uses the IAT SEC code and includes all required

information. Any intemational ACH transaction that does not comply with IAT requirements may be rejected or
returned.

Some offshore RDFIs have indicated that they will use the R17 retumn reason code (item retumed because of invalid
data) for an item that should be formatted as an IAT transaction, but RDFIs are not required to use a particular
reason code in these cases

In addition to being rejected or retuned, noncompliance with IAT requirements could resultin Nacha penalties and/or
OFAC penalties.





