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			   ACH - The Participants, the Process and the Responsibilities

The Participants

Participants involved in the ACH process:

	 •	Originator: Any individual, corporation or other entity that initiates an ACH entry.
	 •	Originating Depository Financial Institution (ODFI): A participating financial institution (FI) 		
		  that originates ACH entries at the request of and by agreement with its customers.  
	 •	ACH Operator: One of two central clearing facilities: The Federal Reserve Bank (FRB) or the 		
		  Electronic Payments Network (EPN).
	 •	Receiving Depository Financial Institution (RDFI): Any financial institution qualified to receive 	
		  ACH entries.
	 •	Receiver: An individual, business or other entity that authorizes an Originator to initiate a credit 	
		  or debit entry to their account held at an RDFI.
	 •	Third-Party Service Provider (optional): An entity other than the Originator, ODFI or RDFI that 		
		  performs any ACH processing functions on behalf of the Originator, ODFI or RDFI. ACH 
		  processing functions can include, but is not limited to creation of ACH files on behalf of an 
		  Originator or ODFI, or acting as a Sending Point or Receiving Point on behalf of an ODFI or  
		  RDFI. Catalyst Corporate is a Third-Party Service Provider.

The Process
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FIGURE 1-1 ACH PARTICIPANTS



The Responsibilities

As an ODFI and/or RDFI that processes ACH, credit unions are required to abide by many rules and 
agreements.  These can include, but are not limited to:

	 •	The National Automated Clearing House Association (NACHA) Operating Rules and 		
		  Guidelines: “The Rules Book” is published annually and may be purchased on the 
		  NACHA website.
	 •	Regulation E: The Electronic Fund Transfer Act. The objective of this act is to protect 
		  consumers engaging in electronic fund transfers and remittance transfers. For information, 
		  visit the U.S. Government Publishing Office website. 	
	 •	Green Book: 31 CFR Part 210 of Regulation E defines the rights, liabilities and responsibilities 	  
		  of all parties as they pertain to federal government ACH payments, i.e., Social Security 
		  payments. The Green Book can be found on the Bureau of the Fiscal Service’s website.	
	 •	UCC Article 4: The Uniform Commercial Code as it pertains to corporate credits, can be found 		
		  on the Cornell Law School Legal Information Institute’s website.	
	 •	Authorizations: from employees and customers, etc., for example, AUTHORIZATION FOR 
		  DIRECT DEPOSITS (ACH Payments) and DIRECT PAYMENTS (ACH Debits).	
	 •	FRB Agreements and forms, Third-Party Service Provider contracts or agreements, etc. 	  
	 •	Office of Foreign Asset Control (OFAC) requirements: This division of the U.S. Department  
		  of the Treasury enforces economic and trade sanctions and national security goals. All credit  
		  unions are required to check ACH receipt items against OFAC compliance checklists for 
		  countries, groups and individuals not permitted to send or receive funds. For more information, 		
		  visit the Office of Foreign Assets Control website.	
	 •	ACH Audit: NACHA rules require all financial institutions offering ACH services to 
		  perform an annual ACH audit. For details, refer to The Rule Compliance Audit 
		  Requirements section in the Rules Book. 
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http://www.nacha.org/
http://www.nacha.org/
http://www.ecfr.gov/cgi-bin/text-idx?SID=97017c72be21eae86fa27795d2f61aab&node=12:8.0.2.8.5&rgn=div5
https://www.fiscal.treasury.gov/fsreports/ref/greenBook/greenbook_home.htm
https://www.law.cornell.edu/ucc/4
https://www.treasury.gov/about/organizational-structure/offices/Pages/Office-of-Foreign-Assets-Control.aspx


			   ODFIs and Originators 

Agreements

The ODFI bears full responsibility for entries it initiates into the ACH system. It is imperative to have 
the proper agreements between all parties. The ODFI must have a written agreement with each  
Originator that:

	 •	Binds the Originator to the Rules.
	 •	Authorizes the ODFI to initiate entries on the Originator’s behalf. 
	 •	Prohibits the Originator from originating entries that violate U.S. laws.
	 •	Defines restricted types of originated entries.
	 •	Gives the ODFI the right to terminate or suspend the agreement with 10 banking days’ notice 		
		  of the Originator’s breach of the Rules. 
	 •	Gives the ODFI the right to audit the Originator’s adherence to the Rules.

ODFIs should also have agreements with Third-Party Senders that are intermediaries between the 
ODFI and Originator and Sending Points. Sending Points send entries to the ACH Operator on the 
ODFI’s behalf. Although not required, the ODFI/Originator agreement should also include information 
on processing requirements, liability and accountability. 

For more discussion on content for agreements, review the “Relationship with Originators, Third-Party 
Senders or Sending Points” section under the ODFI and Appendices sections of the Rules book.

ODFI General Warranties

The ODFI is responsible for ensuring: 
	 •	Proper authorization of all entries.
	 •	Entry origination is terminated when appropriate. The ODFI must confirm the entry was not 		
		  revoked by any participant.
	 •	Entries comply with the Rules, regulations and audit requirements.
	 •	The Originator or Third-Party Sender has permission to originate the entry.
	 •	Entries contain accurate and required information.
	 •	Entries are timely.
	 •	Information is secure.

The ODFI assumes additional warranties, depending on the type of entry. For example, the ODFI  
is required to maintain a copy of a paper check for two years from the Settlement Date of an entry  
converted to an ACH item and to provide a copy of that check upon request within the same time 
frame (ARC or BOC). For more information on ODFI warranties, review the “ODFI Warranties and 
Indemnifications” section of the Rules book.
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ODFI Risk Management

All ODFIs should consult the Rules book to ensure they are meeting compliance requirements. 
A few key requirements follow.

The ODFI must:

	 •	Ensure it has procedures to review and assess the risk of all Originator or Third-Party Sender 		
		  ACH activity.
	 •	Establish, implement and review Originator and Third-Party Sender exposure limits.
	 •	Establish and implement procedures to monitor Originator and Third-Party Sender origination 		
		  and return activity throughout multiple settlement dates and multiple types of transactions.
	 •	Enforce the exposure limits.

Risk Management Guidelines:

	 •	Know Your Customer – To safeguard its financial well-being and reputation, the ODFI should 		
		  ensure that Originators are credit-worthy and reputable. 
	 •	Verify Compliance with ACH Data Security Requirements – An ODFI is responsible for security 		
		  compliance by its Originators, Third-Party Senders and Third- Party Processors. An ODFI has 		
		  to perform due diligence to establish reasonable belief that parties have the capacity to meet 
		  their security obligations.
	 •	Meet OFAC Regulations – The ODFI must confirm it is not sending transactions from a party on 
		  the Specially Designated Nationals and Blocked Persons (SDN) list. 
	 •	Provide Proper Training – Institute a training program for Originators on the Rules and 
		  regulations.
	 •	Ensure Performance Levels are Acceptable – Monitor Originator’s rate of unauthorized returns, 		
		  exposure limits and entry authorizations. 

For more information on establishing a risk management program, review the “ODFI Risk 
Management” section under ODFI in the Rules book.

Record Retention

An ODFI must maintain a record of all entries received or transmitted for six years from the date of 
receipt or transmission. The Originator has specific record retention requirements. For example, the 
Originator must maintain a sender’s authorization of an origination entry for two years from 
termination or revocation of the entry. 

Records can be maintained in digital format if all information pertaining to the record is included and 
the record can be reproduced to transmit or print. For more information on retention times for all 
participants, review “Record Retention” in the ODFI and Appendices sections of the Rules book.
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Reversals

If an ODFI transmits an ACH item in error, it has the option to send a reversal entry to the RDFI.  
(The ODFI cannot return an item it originated.) According to the Rules, “The reversing entry must be 
transmitted to the RDFI by midnight of the fifth banking day following settlement of the erroneous 
entry.” The type of transaction should be the opposite of the original entry. For example, if the ODFI 
initially sent a debit to the RDFI, the ODFI should send the RDFI a credit reversal. The Entry 
Description should always be “Reversal.” The reversal is subject to the same return reasons as an 
originated item. For example, if the original entry was a credit and the funds are no longer available 
when the debit reversal is received, the RDFI can return the reversal entry for non-sufficient 
funds (NSF). 

Notice of Change

An RDFI may send an ODFI a Notice of Change (NOC) in reference to an ACH item. This is to 
inform the ODFI of incorrect information in the originated item. If the item is sent to the wrong 
account number and the RDFI can identify the correct account number, the RDFI may send an 
NOC with the correct information. The addenda record of the item will include the NOC reason 
code, along with the new account number. 

Below is the format of an addenda record (7 Record) for an NOC to correct an account number. 
An addenda record for an NOC will always begin with 798. The NOC reason code is next, which in 
the example is C01, for Incorrect DFI Account Number. The next 15 digits are the trace number from 
the original item, all “2”s in the example. After the space are the first eight digits of the RDFI’s routing 
number, all “1”s in the example, followed by the new account number, all “4”s. The final set of 
numbers is the trace number from the NOC, all “3”s. 

Addenda: 798C01222222222222222 11111111444444 333333333333333

An NOC can include multiple changes at one time, as long as they fit within the NOC reason code 
format. A C06 is used to change the account number and the transaction code. The corrected 
information falls in that order in the addenda record. Using the example above, the “4”s are the 
corrected account number, followed by a space, then the new transaction code, “5”s below, 
followed by a space and the NOC trace number. 

Addenda: 798C06222222222222222 11111111444444 55 333333333333333
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			   Standard Entry Class and Transaction Codes  

Standard Entry Class (SEC) Codes

Unlike wire transfers and check processing, ACH is both a credit and a debit payment system. The 
ACH Network supports a number of different payment options. A three-character application called 
a Standard Entry Class (SEC) Code identifies each entry. The SEC Code distinguishes the type of 
sender and receiver account as either consumer and/or non-consumer. Consumer applications can 
collect insurance premiums, mortgage and rent payments, utility payments, membership dues and 
other recurring obligations. Non-consumer applications can transfer funds between unrelated 
corporate entities or intra-company fund transfers.

Understanding and using proper SEC Codes is important for ODFIs and RDFIs processing ACH 
entries. Using incorrect SEC Codes on entries is a violation of the NACHA Operating Rules. ACH 
Rules allow the RDFI to rely on the ODFI’s guarantee that an entry’s SEC Code is correct. So, when 
returning an item, the RDFI must use the return rules, codes and time frames associated with the 
ODFI’s original SEC Code. 

The SEC Code:
	 •	Appears in positions 51-53 in the Company/Batch Header Record (5 Record) of an ACH file.
	 •	Identifies the record format that carries the payment and payment-related information.
	 •	Identifies the payment type for an ACH transaction.
	 •	Designates the Originator’s authorization of the transaction.
	 •	Affects which Return Code to use when returning an item.

SEC Codes fall into the following categories:

			   CONSUMER CODES	 CONSUMER OR CORPORATE CODES

		  CIE – Customer Initiated Entry 		  ARC – Accounts Receivable Entry

		  DNE – Death Notification Entry		  POP – Point of Purchase

		  ENR – Automated Enrollment		  BOC – Back Office Conversion

		  PPD – Preauthorized Pay/Deposit		  COR – Correction (NOC)

		  RCK – Represented Check		  TRC, TRX - Truncated Checks

		  TEL – Telephone Initiated Entry		  XCK – Destroyed Check Entry

		  WEB – Internet Initiated/Mobile Entry		  IAT – International ACH Transactions

			   CORPORATE CODES		  DEBIT CARD/POS ENTRIES
	
		  ACK, ATX - Acknowledgements		  MTE – Machine Transfer Entry

	 	 CCD – Corporate Credit or Debit		  POS, SHR – Point of Sale, Shared

		  CTX – Corporate Trade Exchange		
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Frequently used SEC Codes are CCD, PPD, WEB, TEL and COR. 

	 •	CCD is for credit and debit entries processed against non-consumer accounts for transactions, 	
		  such as payments to vendors and collections from customers.
	 •	PPD is for credits and debits that process against consumer accounts for entries, such as 
		  payments to vendors and direct deposit. 
	 •	WEB Credits, also known as Person-to-Person (P2P) transactions, are payments exchanged 		
		  by consumers, which don’t require authorization. 
	 •	WEB Debits are non-consumer originations that debit a consumer based on an authorization 		
		  granted via the Internet or wireless network. 
	 •	TEL is origination of a debit entry to a consumer based on an authorization granted 
		  via telephone.
	 •	COR identifies Notifications of Change (NOC), corrected NOCs or refused NOCs. 
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Transaction Codes

The Transaction (Tran) Code is a two-digit code in the ACH record that provides information on 
the specific entry. It identifies the entry as a debit or credit; the type of receiver account (checking, 
savings, general ledger or loan); and whether the entry is an original entry, return or Notification of 
Change, pre-notification or non-monetary transaction that contains information. 

Whether for Origination or Receipt, it is important to properly use and identify the Tran Code within 
the ACH file. The use of incorrect Tran Codes by an originator or ODFI could result in the rejection of 
items by the ACH Operator (FRB) or return by the receiver or RDFI, causing delays and inconvenience 
for all parties involved. For RDFIs, a misinterpreted Tran Code could result in posting errors, erroneous 
returns or looping. Looping occurs when the RDFI and ODFI, or the ACH Operator, repeatedly return 
an entry, such as when a financial institution overlooks or misreads the Tran Code (and corresponding 
Addenda Record) of a return.

The Rules regarding account types and Tran Codes: 

	 •	Savings Accounts (Tran Codes 32 and 37) – Regulation D requires financial institutions limit 		
		  the number of preauthorized transactions to savings accounts. ODFIs should be diligent not  
		  to send debit entries to saving accounts in error. RDFIs should ensure they can identify and  
		  monitor the number of debit transactions posted to savings accounts to ensure compliance  
		  with Regulation D.



	 •	General Ledger Accounts (Tran Codes 42 and 47) – Both ACH credits and debits may direct 
		  to a financial institution’s general ledger account. ODFIs must have authorization in the form of 
		  an agreement with the RDFI to transmit entries to a general ledger account.
	 •	Loan Accounts (Tran Code 52 and 55) – Loan accounts belonging to a Receiver can permit 
		  ACH credit entries. Debit entries to loan accounts, with the exception of reversals to correct 
		  erroneous credit entries, are not permitted. The ACH Operator will reject debit entries to loan 		
		  accounts and return them to the ODFI.

Identifying the Tran Code:

The Tran Code is a two-digit code in positions 2 - 3 of the Entry Detail Record (6 Record) within an 
ACH file.

The first digit of the Tran Code indicates the account type to which the entry will post, where the 
number: 

	 •	“2”designates a Checking Account.
	 •	“3”designates a Savings Account.
	 •	“4”designates a General Ledger Account. 
	 •	“5”designates Loan Account.

The second digit of the Tran Code identifies the entry as:

	 •	an original forward entry, where the number: 
		  -	“2”designates a credit. or 
		  -	“7”designates a debit. 
	 •	a return or NOC, where the number: 
		  -	“1”designates the return/NOC of a credit, or 
		  -	“6”designates a return/NOC of a debit.
	 •	a pre-note or non-monetary informational transaction, where the number: 
		  -	“3”designates a credit, or 
		  -	“8”designates a debit.

In the example below, the first Entry Detail (6) Record represents a debit posting to checking ac-
count, Tran Code “27.” The second Record represents a return of a debit posted to checking ac-
count, Tran Code “26” with the corresponding Addenda Record (7 Record) directly beneath it, indi-
cating the item was returned with reason code R02 (account closed):

5200COMPANY ABC 1234567890 PPDPAYMENT         YYMMDD   111111111111111

627333333333444444     0000000000000000          INDIVIDUAL NAME  0222222222222223

626333333333444444     0000000000000000          INDIVIDUAL NAME  0222222222222224

799R02999999999999999      44444444                                            0222222222222224
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For a complete list of transaction codes, see Appendix Three of the ACH Rules book.

Additional information on Regulation D is available in the Rules book.
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			   RDFIs and Receivers   

RDFI Rights and Responsibilities

RDFIs have the right to:

	 •	Rely solely on account numbers to post entries.
	 •	Request, in writing, that an ODFI provide a copy of the Receiver’s authorization for any entry 		
		  within the record retention timeframes.

RDFIs are responsible for:

	 •	Timely receipt and validation of all ACH entries.
	 •	Proper and timely validation of prenotifications.
	 •	Proper and timely posting to Receivers’ accounts.
	 •	Timely return of entries not posted and prenotifications.
	 •	Proper notification to Originators of incorrect information on accepted entries.
	 •	Proper handling of IAT entries.
	 •	Proper and timely handling of remittance data.

If the transaction is to a consumer account, RDFIs are required to provide:

	 •	The posting date.
	 •	The dollar amount of the entry.
	 •	The company name / Originator name.
	 •	The company entry description.
	 •	Account type.
	 •	Account number.
	 •	The amount of any charges assessed against the account for services related to the account.
	 •	Account balances at the beginning and close of statement period.
	 •	Check serial number for ARC, BOC, RCK and XCK entries.

Funds Availability - Debit/Credit Entries

PPD credit entries, received by 5 p.m. local time on the banking day prior to the settlement date, 
must be made available to the Receiver for withdrawal by 9 a.m. local time or open of business on 
the settlement date. Same-Day credits must be available no later than the completion of the RDFI’s 
processing for that settlement date. (As of March 16, 2018, Same-Day credits must be available by 
5 p.m. RDFI local time.)

According to the Rules, an RDFI must not debit the amount of any entry to a Receiver’s account prior 
to the settlement date of the entry, even if the effective entry date is different.   
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Returns

The NACHA Rules provide the framework for return codes used by ODFIs, RDFIs and ACH 
Operators (Federal Reserve or EPN). When an ODFI originates an ACH entry, the RDFI can return 
the item back to the ODFI for a variety of reasons such as NSF, invalid account, unable to locate 
and unauthorized. The ODFI has the opportunity to send the return item back to the RDFI as a 
Dishonored Return for reasons including duplicate return, untimely return, etc. For example, the 
ODFI sends a $50 debit item to a member with the RDFI. The RDFI realizes on the third day after 
the settlement of the item that the account number was not valid, which is a two-day (24 hour) return 
time frame, and returns the $50 item back to the ODFI. Since the item was a late return, the ODFI 
can dishonor the return as untimely and send it back to the RDFI. (The RDFI should request 
permission for a late return from the ODFI before sending it through ACH network.) If the item was 
a timely return – sent to the ODFI within 24 hours and dishonored back to the RDFI – the RDFI can 
return it again as a Contested Dishonored Return, which is the last possible step in the return cycle.

The trace number of the initiated entry will begin with the first eight digits of the ODFI’s routing 
number (R/T). The ODFI is required to be an RDFI in order to receive any possible returns of their 
initiated entries. For more information on searching for ODFI contact information, view the 
TranZact/ACH Receipt section under Tips and Advice under ACH Central on Catalyst Corporate’s 
website or visit Federal Reserve Bank Services. 

http://www.catalystcorp.org/communications/ach-central?pid=70&selfid=70&tid=2
https://www.frbservices.org/index.html
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Notice of Change

If an RDFI receives an entry from an ODFI with incorrect information, such as the account number, 
routing number or transaction code, they can post the item to the Receiver’s account and send an 
NOC to the ODFI. The NOC will include the reason code and the corrected information in the 
Corrected Data Field of the Addenda Record (7 Record) in the ACH receipt file. The RDFI warrants
to each ODFI and ACH Operator that the corrected information in the entry is valid. The NOC has 
to be transmitted within two banking days of the settlement date of the entry for which the NOC 
relates. The RDFI should not return the item AND send an NOC.

The NOC Addenda Record comprises several fields. The NOC Change Code, which is C01 in the 
example below for an incorrect account number, follows the Record Type and Addenda Type codes. 
The “2”s in the example represent the Original Entry Trace Number and the “1”s are the first eight 
digits of the RDFI’s routing number. The “4”s are the corrected account number in the Corrected 
Data Field and the “3”s are the trace number of the NOC.

Addenda: 798C01222222222222222 11111111444444 333333333333333
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A full list of NOC codes can be found in the Rules book.

Written Statement of Unauthorized Debit (WSUD)

By initiating a return for an unauthorized debit, the RDFI warrants that it has obtained a WSUD. 
The RDFI indemnifies each ODFI and ACH Operator against any claims, demands, loss, liability or 
expense resulting from the breach of this warranty and can choose to obtain an affidavit from the 
account holder. Depending on state laws, it may be necessary to notarize the affidavit.  Some states 
preclude charging an individual with perjury unless he or she takes an oath before an authorized 
public official, which may be a notary. An RDFI may seek legal counsel to determine which 
document is most appropriate.

A sample of a WSUD form is included in the Rules book.



Compliance

To comply with the Rules, financial institutions should follow a list of best practices:

	 •	Obtain available resources, such as updated Rules and list of regulations.
	 •	Develop a list of ACH-related contacts.
	 •	Maintain current ACH software.
	 •	Establish and follow proper control procedures.
	 •	Respond in a timely manner to all reports of possible Rules violations.
	 •	Establish priorities and schedules.
	 •	Confirm the posting and return of entries in a timely manner.
	 •	Confirm statement information is complete.

Internal and Operational Controls

	 •	Institutions should have formal training and procedures that include schedules and work flows.
	 •	Determine overall risk exposure for operations, credit and processing areas.
	 •	Balance returns, originations and Fed settlements in a timely manner.
	 •	Establish a notification process if items cannot be posted timely.
	 •	Review organization structure for staffing and ACH Department requirements.
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			   Dishonored and Contested Dishonored Returns   

Dishonored Returns

Every financial institution is susceptible to dishonored returns. However, credit unions can take 
steps to minimize them. Always follow the guidelines in the NACHA Rules. Most returns processed 
by financial institutions have a two-day return window, with the day of receipt or settlement date 
counted as day one.

Transactions returned by the RDFI can be dishonored back by the ODFI for several reasons. 
An ODFI has five days to dishonor an item back to the RDFI. 

The ODFI can send a return back to the RDFI if:

	 •	It was misrouted to them in error. (R61)
	 •	An unintended credit to a receiver was related to a reversal transaction. (R62)
	 •	It was a duplicated return. (R67)
	 •	It was untimely. (R68) Untimely is determined by the reason code and date item was returned.
	 •	It contained incorrect information. (R69) One or more of the fields contains information that 		
		  does not match the original entry information.
	 •	Permission for return was not accepted nor requested by the ODFI. (R70)

File entry detail will include an Addenda Record with one of the Dishonored Codes. An example is 
shown on the next page using R68.  
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Breakdown:

	 •	7         	 Record Type Code 
	 •	99    	 Addenda Type code
	 •	R68   	 Dishonored Return Reason Code
	 •	“1”s    	 Original Entry Trace Number
	 •	“2”s     	 Original Receiving DFI 
	 •	“3”s   	 Return Trace Number    
	 •	“4”s   	 Return Settlement Date (Julian date)
	 •	“5”s    	 Return Reason code
	 •	“*”s   	 Addenda Information (Alphamerical field) 
	 •	“7”s    	 Dishonored Trace Number

ADDENDA: 799R68111111111111111      22222222   33333333333333344455*********************777777777777777

  
After receiving a dishonored return, the RDFI has a two-day response window to contest the return. 
Day of receipt is considered day one. If it’s determined an error occurred and the return can be 
corrected due to the Dishonored Code used, a Contested Dishonored return can be processed in 
the specified time frame. 

This sequence can only take place once. However, it does not prohibit either party from seeking 
recovery of the funds. At this point, an RDFI or ODFI would seek such recovery outside the 
ACH return process, or ACH network. 
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For expanded explanations of the Dishonored Codes, see the NACHA Rules.



Contested Dishonored Returns

An RDFI may send a corrected return if a return entry dishonored by the ODFI contained incorrect or 
missing information in one of the fields. A corrected return should be transmitted within two banking 
days after the settlement date of the dishonored return.  

An RDFI may transmit a contested dishonored return entry that corresponds to the reason for the 
dishonored return if:

	 •	Original return entry was returned within the time limits per ACH Rules.
	 •	Original return entry was not a duplicate entry.
	 •	Original return entry was complete and contained no errors.
	 •	The dishonored return entry was misrouted or was untimely.
	 •	The dishonored return entry relates to an erroneous entry or related reversing entry, both of 		
		  which were previously returned by the ODFI.
	 •	The funds relating to the R62 dishonored return entry are not recoverable from the receiver.

Contested dishonored returns must be transmitted within two banking days of the dishonored return 
settlement date.

Contested Codes are:

	 •	R71  Misrouted Dishonored Return
	 •	R72  Untimely Dishonored Return
	 •	R73  Timely Original Return
	 •	R74  Corrected Return
	 •	R75  Return Not a Duplicate
	 •	R76  No Errors Found
	 •	R77  Non-Acceptance of R62 Dishonored Return 
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For expanded explanations of the Contested Dishonored Codes, see the Rules book.
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			   Fed Settlement   

Settlement

A settlement is the actual transfer of the value of funds between financial institutions (FIs) to 
complete the payment instruction of an ACH entry. The Federal Reserve Bank (Federal Reserve) 
provides settlement services for ACH entries processed by the Federal Reserve and for private 
sector ACH Operators that process ACH entries. The Federal Reserve ACH Operator calculates the 
credit and debit positions of FIs and applies those credits and debits to the reserve account of the 
FIs (or their correspondent banks) maintained on the books of the Federal Reserve. 

The ACH Operator reads the effective entry date and establishes the settlement date according to 
that date. If the file is delivered to the ACH Operator and it can settle on the effective date, the 
Operator will insert the corresponding Julian Date in the Settlement Date field.

If the ACH Operator cannot settle on the effective date, it will insert the Julian Date of the next 
available settlement window or next available banking day. The settlement is determined by the time 
the file is transmitted and whether it is a credit or debit entry. Another factor affecting settlement is 
whether the entry has a stale or invalid effective entry date. ACH Operators will accept stale dated 
entries, but it is not recommended that Originators insert a stale date. A stale date could result in 
a same day settlement, since ACH Operators will use the next available window for settlement. 
Weekend and holiday effective dates will settle the next available banking day.



31

Release and Settlement Schedule

Originating debits and credits, with the Same Day effective dates, should be submitted by the 
processing schedule below. The Fed will settle all debit and credit entries on their settlement date. 
Per the Rules, debit entries cannot be sent more than 1 day ahead of the effective date, and credit 
entries cannot be sent more than 2 days ahead of the effective date. Remember to follow the 
Fed Holiday Schedule when originating ACH.

Return and origination settlements can occur on the same day if submitted by the release deadline 
below. Stale dated originated items that meet the Same Day requirements will be considered Same 
Day items and settle Same Day.  

https://www.frbservices.org/about/holiday-schedules/index.html


Daily Balancing

Debits and credits should balance separately to ensure all settlements are received. If an outage 
does occur, balancing these separately will help you locate the correct amount. It will also help 
determine whether the outage is on the debit side or credit side.  

Along with balancing the debits and credits separately, originated and received items should also 
be balanced separately. The receipt will be the member files that are processed to post to member 
accounts. Originated items include all origination and returns processed.

Receipt files are listed on the corporate account as “ACH CR ADVICE RECEIVER / ACH DB ADVICE 
RECEIVER.” Settlement for these files will post by the settlement date as determined by the Federal 
Reserve. If the credit union receives their ACH files via Catalyst Corporate, the Fed settlements will 
equal totals at the end of combined reports.

Settlement for origination and returns will be listed on the corporate account as “ACH CR ADVICE 
ORIGINATOR / ACH DB ADVICE ORIGINATOR.” Settlement for these items will correspond to the 
daily work records retained, once origination and return processing is completed. Items originated 
and/or returned will result in an opposite settlement. For example, a debit origination or return will 
receive a credit settlement. Items in receipt files, (posting files), will result in the same settlement. 
For example, a debit receipt item will receive a debit settlement.

The Federal Reserve does not generally separate origination settlement and return settlement. 
This is why balancing separately is important and will make it easier to reconcile.
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