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2016 ACH Rule Changes—Unauthorized
Entry Fees
With all the hype surrounding ‘same day’ ACH recently, another
impactful ACH Rules change, which goes into effect on
October 3, 2016, is getting less attention. Beginning October 3,
for each ACH entry that is returned as unauthorized, the
originating depository financial institution (ODFI) will pay the
receiving depository financial institution (RDFI) an
‘unauthorized entry fee’ of $4.50. This is NACHA’s next big
step in it’s continued goal of improving ACH network quality,
i.e. it is making steadfast efforts to keep bad entries from
passing through the ACH network. For the fee to be assessed, a
return must bear one of the following return reason codes:
R05 – Unauthorized Debit to Consumer Account Using
Corporate SEC Code

New Product Users ................................... 6

R07 – Authorization Revoked by Customer

ICL Scorecard ............................................ 6
RDC Helpful Tips and Tricks .................... 6

R10 – Customer Advises Unauthorized, Improper,
Ineligible, or Part of an Incomplete Transaction
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R29 – Corporate Customer Advises Not Authorized

EASCORP’S 2ND QUARTER FINACIAL REPORT
IS NOW AVAILABLE ONLINE

R51 – Item Related to RCK Entry is Ineligible or RCK
Entry is Improper
Unauthorized returns will be tracked by the ACH Operator and
collected/paid from ODFIs to RDFIs through the ACH
Operator’s established monthly billing process.
If you are an ODFI, and you originate external ACH debits (i.e.
debit entries to other financial institutions), you will want to
consider the impact of this new fee. Do you presently have
unauthorized entries being returned to you and, if so, how many?

Continued on page two

ALM Modeling Validations
The National Credit Union Administration (NCUA) presently is modifying its asset liability management
(ALM) examination practices to provide a new supervisory test of interest rate risk sensitivity, following in the
footsteps of many state regulatory authorities that already have undertaken this effort. If you have not had an
independent, expert ‘validation’ of your ALM modeling process done recently, we urge you to do this soon
and ask you to consider EasCorp for the project.
Whether you perform ALM modeling in-house or outsource this activity to a service provider, there is
enormous value in having a “second set of eyes” examining the critical data inputs that produce reports.
EasCorp’s ALM Model Validation service includes:


a review of your latest ALM modeling report package including all the major assumption inputs,
i.e., discount rates, prepayment speeds, product re-pricing betas, and non-maturing deposit
valuations for the purpose of testing their reliability and conformance with industry best practices.



a review of your ALM policies with specific recommendations for improving deficiencies or
inconsistencies based upon best practices and/or regulatory guidance. We also review and provide
specific recommendations for improving the quality of ALM decision making, including
communications (format and/or content of your reports), as well as staff or elected official training
regimens.



An in-depth written report of findings and recommendations in an easy to read narrative.

EasCorp’s ALM Model Validation service meets all state and/or federal regulatory expectations and will
prepare you for examiner scrutiny of your ALM modeling process so that there are no surprises during or
after the next examination.
If you would like more information about EasCorp’s ALM Validation service, please contact Sara Gouthro,
assistant vice president, asset liability management at ext. 3335 (sgouthro@eascorp.org).
2016 ACH Rule Changes—Unauthorized Entry Fees Continued from page one

You may find that you need to modify your credit union’s schedule to offset the fees that will be assessed.
This will become an important consideration as we move into a same day ACH debit environment in
September 2017, because it is possible that unauthorized entries – even if unfounded – may rise temporarily as
a result while consumers get acclimated to the expedited processing of these entries. Further, if you offer ACH
origination services to your business members, and they process external ACH debits, you may also need to
modify your ACH ODFI/Originator Agreement and/or business ACH fee schedule to account for the increased
costs that may occur as a result of their ACH origination activity. You will need to work closely with your
business Originators so that they understand the impact of all of the upcoming changes and how they affect
processes and cost.
If you have any questions regarding unauthorized ACH entry fees, please contact Marge DeFerrari at
1.800.428.1144 extension 3355, (mdeferrari@vertifi.com), or our technical support department at extension 2
(support@vertifi.com). For more information about EasCorp’s ACH programs, please contact Eleanor
Melchionda at extension 3323 (emelchionda@vertifi.com).
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Complementary User Entity Controls —Paid-No-Issue Notices
This is the first in a series of articles regarding EasCorp and Vertifi’s Statement on Standards for Attestation
Engagements, No. 16 (SSAE No. 16), Complementary User Entity Controls. EasCorp and Vertifi’s controls
are a portion of the overall control environment for each user. Users also need to implement and maintain
their own internal controls.
Users of EasCorp and Vertifi’s Corporate Checking programs (i.e. OnUs Checking and Official Checks)
receive Paid-No-Issue (PNI) notices when a check is presented for payment against which no “issue” copy is
on file. Also known as positive pay, this feature helps to expose fraud activity and minimize losses
attributable to bad checks. Users receive e-mail notifications of PNI(s), and it is their responsibility to review
a report and validate authenticity in a timely manner. The report is available via EasCorp’s secure user portal,
Ease-Link, and timely handling is important so that fraudulent checks can be returned within regulatory
deadlines.
EasCorp and Vertifi provide two notifications daily. The first occurs at approximately 8:30 a.m. ET and the
second at approximately 2:15 p.m. ET. If you receive a notice at the earlier time and determine there is a
fraudulent check(s), AND you notify us by 11:00 a.m. ET, the check will be returned for credit to your
EasCorp Daily Transaction Account on the same day. If you wait until after 11 a.m., credit will not occur
until the next business day.
It is important to note that EasCorp pays against all PNIs, debiting your EasCorp Daily Transaction Account,
and returns are not made unless we are instructed by your credit union. Accordingly, we encourage you to
have as many staff members authorized to receive PNIs and/or maintain a shared email address for this
purpose so that notices can be acted upon as soon as possible. If you would like to know which employees
receive these notices presently, please contact our technical support department at extension 2
(support@vertifi.com).

Will Fed Activity Influence Your Investment Strategy
by Kevin Peters, Assistant Vice President, Investment Services

It is anyone’s guess what the Fed will do with the Federal Funds rate! Month to month, week to week, the
sentiment seems to change. June’s Federal Open Market Committee meeting hinted that Committee members
were more concerned about global events and their effects on the US economy, so expectations were that any
rate increase would be “on hold” for a while. Indeed, some market participants expected “on hold” to last
throughout 2017. The (late) July meeting, had a slightly different tone based upon encouraging reports released
between meetings, including the employment report that showed a decent increase in nonfarm payroll numbers.
As of the end of June, the probability of a rate hike in 2016 was less than 10%. Now that probability has
increased to well over 50%, with some predicting two rate hikes.
So, what is the best strategy for your investable funds in this rate environment where overnight rates are close to
50 basis points and the 2 year treasury is approximately 68 basis points? Stay the course, resist extending the
duration of your investment portfolio, and consider floating rate product. With current mortgage rates at or near
their all time lows from 2012, it would be prudent to shy away from longer term fixed rate MBS securities. On
the other hand, the rates on variable rate agency securities have slowly crept up over the past month, and there
has been a noticeable uptick in the availability of step-up rate structures. Ensure that you are well positioned for
any rate increase even if it is small and expected to occur over an extended period of time. Having excess
liquid funds is not necessarily a bad position at this time.
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Online Security Strategies

EasCorp Security Guidelines for Online Financial Activities
EasCorp is pleased to announce that it has published a revised Security Guidelines for Online Financial Activity
to www.eascorp.org. The Security Guidelines for Online Financial Activity document describes some of the
threats credit unions face when performing online financial activity, and itemizes the methods that EasCorp
uses to protect its systems and data against online threats. The document references some of the regulatory
recommendations and requirements to combat online threats. The July 2016 Security Guidelines for Online
Financial Activity document includes updates to EasCorp’s minimum system requirements for accessing its
applications and portal.
EasCorp encourages you to download and review its Security Guidelines for Online Financial Activity
document. The document is available within the “About Us/Due Diligence” section of EasCorp’s website to
any person maintaining an EasCorp- or Vertifi-authorized digital certificate.

CU Kids @ Heart Sponsors Helicopter Ball Drop
There is still time for EasCorp
members to participate in the
Credit Unions Kids at Heart
Helicopter Ball Drop, that will
take place on September 19, 2016,
at Tedesco Country Club in
Marblehead Massachusetts,
immediately following the CU K@H Invitational Golf
Tournament.
As many as 500 golf balls will be sold and the balls will be
dropped from a helicopter hovering above a golf pin on the
first fairway. The ‘owner’ of the ball in or coming closest
to the hole wins half of the proceeds. The remaining half
goes to the Credit Union Kids @ Heart 2017 Boston
Marathon Team, benefiting pediatric neurological research
at Boston Children’s Hospital. Don’t miss out, 300 golf
balls have been sold already.
You do not have to be present at the event to win and the
winner will be notified no later than the next day. Only 500
golf balls are being sold at $20 each. To purchase your
chance, contact Vickie Stagliola at vstagliola@vertifi.com
or 800.428.1144, ext. 3362. Golf balls will not be sold at
the tournament .

Win up to $5,000 in the Helicopter Ball Drop
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When Should Credit Unions Waive a Personal Guarantee on a
Member Business Loan?
by Quentin Lewis, Octant Business Services, LLC

As of May 13, 2016, the requirement for personal guarantees on member business loans (MBLs) was
eliminated. This is the first in a set of changes to NCUA Rules and Regulations, Part 723 to go into effect since
the Board’s action in February 2016. The remaining changes go into effect January 1, 2017, and provide credit
unions more flexibility in the management of this line of business.
Previous to May, personal guarantees were always required on small business and commercial loans. Personal
guarantees provide a form of recourse for lenders when other sources of repayment such as cash flow from the
operations of the business or rental income, and/or liquidation of collateral fail to provide adequate funds to
repay the loan in full. Additionally, personal guarantees solidify the personal commitment of the owner(s).
So what factors contribute to a lender’s decision not to require a personal guarantee? First and foremost, strong
business/property debt service coverage with significant excess cash flow would be an important factor.
Second, business longevity and the principal(s)’ experience should be taken into account. A third factor would
be the loan-to-value (LTV) ratio, i.e. is there enough equity in the property to withstand a decrease in values in
an economic downturn? Although all three factors may not be present, certainly a combination of the three
could persuade a lender to waive the personal guarantee.
If credit union officials elect to waive the personal guaranty, NCUA requires that appropriate underwriting
parameters exist and that portfolio limits (measured in terms of net worth) be established. In addition, loans
without personal guarantees need to be tracked and reported periodically to senior management and the Board.
As a result, credit unions need to develop a policy and corresponding procedure to manage loans for which no
personal guarantee will be required.
Waiving a personal guarantee is no small consideration, and it should not be done for competitive reasons
alone. All of the factors described above should be examined and, as is true with all lending decisions, the
risk/reward trade-off should be carefully weighed.
For more information regarding Member Business Lending (MBL), contact Quentin Lewis, Senior Vice
President Client Services, Octant Business Services, LLC, at qlewis@octant.us. Octant is an MBL CUSO
located in Littleton, MA that provides commercial loan underwriting and servicing to its clients.

Coin and Currency Orders for Labor Day
In observance of Labor Day, all Federal Reserve offices will be closed on
Monday, September 5, 2016. As a reminder, cash orders prepared by the Federal Reserve
Bank must be placed two business days in advance of delivery (e.g., orders must be placed
by 11:30 a.m. ET on a Monday for Wednesday delivery). Due to the holiday, you may need
to place your cash order a day earlier than normal (e.g., the same order referenced above
should be placed on a Friday for Wednesday delivery).
If you have any questions regarding your cash orders, please contact Marge DeFerrari assistant vice
president, technical support at 781.994.3355 (mdeferrari@vertifi.com) or our Technical Support
Center at extension 2 (support@vertifi.com).
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New Product Users
Remote DeposZip Capture

ALM Professional Services

Helpful Tips and Tricks
Duplicate Detection

Pawtucket Credit Union
Pawtucket, RI

Remember “Key it like you see it.”
Duplicate suspects are triggered when the MICR
line fields and check value of two different images
are exact matches. When MICR line repairs are
necessary, the duplicate detection system relies on
the accuracy of the administrator performing the
repair to ensure the integrity of the duplicate
verification process.

Upcoming Events

Image Cash Letter (ICL) Scorecard
We are pleased to report on the progress of Vertifi’s
ICL program.
Branch Capture
 122 credit unions are currently participating
 534 Branch Capture licenses distributed
 Collecting more than $1.8 billion in deposits every month
DeposZip® Remote Deposit Capture
 190 credit unions
 Representing 35 states and Guam
 Collected more than $28.5 billion in deposits

Association of Credit Union Senior Officers Meeting
September 15, 2016
MHA Conference Center, Burlington, Mass.
Credit Unions Kids at Heart
Annual Invitational Golf Tournament
S O LD
September 19, 2016
Tedesco Country Club, Marblehead, Mass.

OUT

Association of Credit Union Senior Officers Meeting
November 10, 2016
MHA Conference Center, Burlington, Mass.

Deposits are being received from all over the world.

35 Corporate Drive, Suite 300
Burlington, MA 01803
781.933.9950
800.428.1144
www.eascorp.org

DEPARTMENTS

Support Center
Adjustments
Returns/Item Processing Center
Lending Services/Investments
Business Development

Your savings federally insured to at least $250,000.

EXTENSION
2
6
3543
3325
3303

STATEMENT RENDERING FACILITY
6D Gill Street
Woburn, MA 01801
781.932.8935
781.932.8931
781.932.8932
781.932.8934 (fax)
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