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The BSA Examiner is a quarterly newsletter published by Wayne Barnett Software, a Texas Corporation. If you have a question to ask or a story to tell (we promise anonymity), please call us at 469-464-1902. 
Editor’s note: the newsletter is being released a little early this quarter, due to upcoming changes to consumer ACH authorization rules (a.k.a, NACHA’s Meaningful Modernization Rules).
Case #1—What’s old is new.
The authorization rules for consumer ACH debit transactions change on September 17, 2021. We discuss the changes in this newsletter.
1. Consumer ACH debit authorizations are required to include eight caveats:
1) The type of payment being authorized. (That is, a single payment, a recurring payment, or something new: a subsequent ongoing payment (SOP)).
2) The payment amount authorized by the consumer.
3) The transaction settlement date.

4) The account number to be debited.

5) The name of the account owner.
6) The creation date of the authorization.

7) A procedure for revoking the authorization.

8) A clear statement that the transaction-originator will soon debit the consumer’s account.

2. These authorization rules have been in-place for TEL transactions 20 years. They now also apply to PPD, WEB and most other consumer ACH debit transactions.
3. If the authorization is obtained via a phone call, the phone call must be recorded.

1) If the authorization is for a single payment, the call must be kept for two years. 

2) If the authorization is for a recurring payment or SOP, it must be kept for two years after the authorization terminates.

4. The originator has the option to provide a written notice of the authorization, in lieu of retaining the phone call. 
1) If a written notice is sent to the consumer, it must include the aforementioned eight authorization caveats.
5. The definition of a TEL transaction has been expanded to include payment orders initiated via a video conference (for example, a Zoom meeting), and via a “Personal Assistant Device” (PAD—like Amazon Alexa).
1) At the originator’s discretion, the SEC code for these transactions can be either TEL or WEB. They cannot be PPD.
6. TEL and WEB payment orders must be placed via secure communications. 
1) Two recent studies show that 5 – 7% of small company websites that initiate transactions do not use secure communications (e.g., SSL/TLS security).
2) Failure to obey this rule could make the originator financially responsible for subsequent fraudulent transactions. If the originator ceases operations, the ODFI will likely bear the losses.
7. Subsequent ongoing payments (SOPs) are not new; they’ve been “unofficially” originated for years. NACHA now recognizes them and has new specific rules.
1) SOPs are transactions that are expected to happen in the future. However, unlike recurring payments, the dollar amount and settlement date are unknown.

2) Under the new rules, an SOP requires a consumer to complete a future action, prior to the debit being authorized for presentment. 
3) The authorizing process must identify the future required action.
8. The new rules clarify what counts as a Written Statement of Unauthorized Debit.
1) The e-sign act of 2000 (yes, 21 years ago) enabled WSUDs to be presented electronically. 
2) Regulation E, as amended in 2001, enabled WSUDs to be presented verbally. 

3) This rule update from NACHA provides specific acceptance of electronic and verbal WSUDs. 
9. An ODFI has 10 days to provide proof a consumer transaction was authorized, when an RDFI asserts otherwise. If the ODFI can’t obtain proof of authorization from the originator, the disputed transaction must be accepted for return.

Bottom line: if you have customers originating consumer ACH debits, make sure they follow the new authorization rules. A disputed transaction that does not follow the new rules will likely be settled in the consumer’s favor. And since the ODFI must repay anything the originator can’t, there’s significant risk of a sizable loss. If you’re concerned by this, give us a call. We can help … and we won’t pester you with unwanted, ongoing phone calls. (Banks that do business with telephone bullies almost always regret it.)
We provide easy to use systems, sound advice, 24x7 support, one-year contracts and reasonable prices. We are Wayne Barnett Software and we’d be honored to serve you and your bank. Our phone number is 469-464-1902. Our e-mail is wbarnett@barnettsoftware.com. Please give us a chance to earn your business.[image: image1.png]
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