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 IAT Overview

Audit Enhancement Rule

RFC on Risk Assessments

 2009 Rule Initiatives

Q & A



Changes to International ACH 
Payments

Primary Purposes:

1. Respond to OFAC’s request to align the Rules with 

OFAC compliance obligations, and

2. Make it easier for RDFIs to comply with those 

obligations
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Definition of International ACH 
Transaction 

 International ACH Transaction – an ACH entry that is 
part of a payment transaction involving a financial 
agency’s office that is not located in the territorial 
jurisdiction of the United States.
 An office of a financial agency is involved in the payment 

transaction if it -
1. holds an account that is credited or debited as part of the payment 

transaction, or 

2. receives funds directly from a Person or makes payment directly to 
a Person as part of the payment transaction, or 

3. serves as an intermediary in the settlement of the payment 
transaction.

 Financial agency means an entity that is authorized by 
applicable law to accept deposits or is in the business of issuing 
money orders or transferring funds.
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Payment Transaction Guidance 

Payment transaction

1) an instruction of a sender to a bank to pay, or to obtain 
payment of, or to cause another bank to pay or to obtain 
payment of, a fixed or determinate amount of money that 
is to be paid to, or obtained from, a receiver, and 

2) any and all settlements, accounting entries, or 
disbursements that are necessary or appropriate to carry 
out the instruction.
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It might be an IAT if…

 If you have corporate customers that have employees or 
retirees living overseas, it might be an IAT. 

 If you have customers that buy or sell internationally 
through paypal and similar applications, it might be an 
IAT. 

 If you have consumer or business customers that travel 
overseas and make purchases using either a debit card 
or check, it might be an IAT. 

 If you have customers with decoupled debit cards linked 
to an account at your FI and they travel overseas and 
use the card, it might be an IAT. 

 If you receive ACH files from local financial institutions 
that are owned by foreign FIs, it might be an IAT.
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Inbound IAT Process Flow
ACH Operator acting as Gateway Operator must limit inbound IAT 

to credit only, DFI may process both debits and credits inbound
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Outbound IAT Process Flow
ACH Operator or DFI acting as Gateway Operator may 
process both outbound debits and credits
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“Travel Rule” Information

Specific data elements are defined in the Bank 

Secrecy Act’s “Travel Rule” so that all parties 

have necessary information to comply with US 

law:

 Name and physical address of the originator

 Name and physical address of the beneficiary

 Originating bank name, identification number, branch 

country code

 Intermediary bank name, identification number, branch 

country code

 Receiving bank name, identification number, branch 

country code
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Reason for Payment

OFAC requested that the reason for payment
be included in IAT payment transactions

Reason for payment is currently included in 
the CBR/PBR transactions

Reason for Payment is a 3 digit code, 
included in the Transaction Type Code Field, 
with pre-defined codes (examples) 
 ANN – annuity
 BUS – Business/Commercial
 DEP – Deposit
 PEN – Pension

Transaction Type Code Values are listed in 
Appendix Two of the Rules
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Transaction Type Codes

Expanded the use of the Transaction Type 

Code field for Inbound IAT transactions to 

carry a “secondary SEC code” for WEB, TEL, 

ARC, POP, BOC, and RCK

 If ARC, BOC or RCK codes are listed, a 

NACHA banking convention has been 

developed to carry the check serial number

For POP, the check serial number and 

Terminal City and Terminal State in the 

Payment Related Information of the 

Remittance Addenda Record.
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Addition to Article One -
General

Exemption From Rules Obligations

 A specific provision will be added that 
excuses a participating DFI from its 
obligations under the Rules to credit or 
debit an account or to transfer funds when 
such action would be in conflict with U.S. 
law. 
 Example, excuses an RDFI from its obligation to 

recredit a Receiver for an unauthorized debit entry 
under the Rules when such action is prohibited by 
OFAC.
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Formatting Requirements

OFAC Screening Indicators

 2 single-character fields

 Optional usage by Gateway Operator or Correspondent 

Bank/Third-Party to convey results of voluntary OFAC 

screening

 Identifies potential presence of blocked party in record 

to RDFI

 “0” indicates no blocked party found; “1” indicates 

possible presence of blocked party – indicates no 

screening has taken place.
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Formatting Requirements

• Mandatory identification of Foreign 

Correspondent Banks

– Addenda record required for each correspondent

– Maximum of 3 to 5 (depending on the number of 

remittance information addenda used)

• Optional remittance information

– 2 optional addenda

– 80 characters of remittance data per record

– Enables inclusion of SWIFT 4x35 remittance data

Remittance data must be provided to the corporate customer 

if requested within 2 days

15



IAT Transaction
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Batch Header
Fx Codes  Company Information  Country Information

IAT Entry Detail
Fx Codes  Company Info  Country Info RDFI  Acct #  Amount  OFAC Screening Indicator

1 Addenda 
Tran Code  Fx Amount  Foreign Trace  Receiver

2 Addenda 
Originator Name and Address

3 Addenda 
Originator City  State and Country Code

4 Addenda 
ODFI Name and Identification and Country Code

5 Addenda 
RDFI Name and Identification and Country Code

6 Addenda 
Receiver Identification and Address

7 Addenda 
Receiver City State and Country Code

8 Addenda 
Correspondent Information

7 Mandatory Lines of Addenda



Audit Enhancement Rule

New Requirements for RDFIs

• Appropriate handling of XCK entries and entries received to non-transaction 
accounts; 

• Compliance with rules governing the return of unauthorized debits to 
corporate accounts; 

• Proper utilization of return reason codes:  

• Timely return of un-posted credit entries and credit entries returned by 
theReceiver; 

• Handling of ODFI requests for return or adjustments of erroneous entries; 

• Compliance with notice requirements for credit entries subject to UCC Article 
4A. 



Audit Enhancement Rule

ODFI Requirements

• Compliance with its obligation to accept and inform the Originator of return entries 
transmitted by the RDFI;  

• Compliance with the rules governing dishonored return entries and handling of 
contested dishonored returns, including proper use of related return reason codes; 

• Compliance with the rules governing the refused NOC process; 

• Compliance with its obligation to obtain and provide the RDFI with copies of 
authorizations when requested to do so; 

• Compliance with notice requirements for credit entries subject to UCC Article 4A. 

• Proper use of the reversal process; and 

• Compliance with the obligation to report information on each Originator or Third-Party 
Sender as requested by the National Association



Risk Assessments RFC

All DFIs per regulator 

Examples: 

- OCC 2006-39 

- BSA/AML 

- OCC 2008-12 

- FDIC FIL 127-2008 

- FFIEC Guidance on RDC 



RFC on Risk Assesments

ODFI Agreements with Originators/TPS

 1. Any restrictions on ACH origination activity 

 2. Right of ODFI to terminate or suspend for breach of 

Rules 

 3. Right of ODFI to audit Rules compliance 

 4. Effective on “going forward” basis 



RFC on Risk Assesments

ODFIs right to suspend Originators

 1. Allow ODFIs to terminate or suspend for breach of 

Rules 

 2. Allow ODFIs to audit Rules compliance 



RFC on Risk Assesments

ODFI Risk Management Practices

 1. Perform financial and operational due diligence 

 2. Assess nature of ACH activity and its risks 

 3. Establish exposure limit 

 4. Monitor and enforce restrictions and limits 



2009 Initiatives

 Stop Payments

Data Security

Rules Simplification



Questions


