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Bradley Company LLC

2025 ACH Audit Review

Tosha Dickeson, AVP Ebanking Risk & Compliance Officer

Jill Garber, AVP Digital Solutions Product Manager, AAP

This letter serves to summarize the results of the ACH audit review conducted by Lake City Bank covering the period from January 2024 to May 2025. The purpose of this audit review was to assess compliance with the Nacha Operating Rules and Guidelines; relevant regulatory requirements and your organization’s internal controls related to ACH processing. 

Methodology of the review: 

The audit review used a combination of inquiry and data analysis according to Nacha Operating Rules and Guidelines. The review included ACH policies and procedures, authorization processes, transaction processing and settlement verification, and internal controls to mitigate risk associated with ACH operations. 

Summary of Recommendation:

The following observations were noted during the audit review. Required Updates keep Bradley Company LLC compliant and will need to be updated before the 2025 audit review. Recommended Practices, improve quality and reduce risk. 
















Required Updates



· [Discovery 1]: Originators are being notified of Rejects/Returns/NOC’s by unsecured email. 

· [Required Update 1]: Under Nacha Operating Rules, Third-Party Senders are required to use secure methods when sending NOCs to originators. Article One, Subsection 1.7, Secure Transmission of ACH Information via Unsecured Electronic Networks. NOCs can contain protected information.

· [Discovery 2]: ACH Risk Management Program section was left incomplete, lacking the confirmation that Bradley Company LLC has the required policies in place. 

· [Required Update 2]: At a minimum ACH Management Policy or other policy must include: 

· Types of Entries Accepted
· Data Security/IT Requirements for ACH Processing
· ACH Risk Management, receipt, and origination
· Receipt of Entries and Exception Handling, Including Federal Government payments
· ACH origination activities

· [Discovery 3]: Bradley Company LLC currently has not implemented ACH Risk Management program. 

· [Required Update 3]: Article One, Subsection 1.2.4, Risk Assessments – Third-Party Senders must:

· Conduct, or have conducted, an assessment of the risk of its ACH activities
· Implement, or have implemented, a risk management program on the basis of such an assessment
· Comply with the requirements of its regulations with the respect to such assessment and risk management program

· [Discovery 4]: Agreements have not been established between Bradley Company LLC and each Originator, which legally binds both parties to comply with the Nacha Operating Rules & Guidelines and acknowledges that Entries may not be initiated that violate the laws of the United States. 

· [Required Update 4]: Bradley Company LLC enter into agreements with each Originator. Article Two, Subsection 2.16.1.1, Third Party Sender Origination Agreement with an Originator or Nested Third-Party Sender. Those agreements must address the issues recommended in the Operating Guidelines of Nacha Operating Rules & Guidelines. Section VII – Appendices, Appendix C, Issues to Be Addressed in an Agreement with An Originator, pages OG 364-365.






· [bookmark: _Hlk210743909][Discovery 5]: Bradley Company LLC currently does not have written policies or procedures for underwriting Originator’s exposure limits. 

· [Required Update 5]: Bradley Company LLC set exposure limits for each Originator. Article Two, Subsection 2.2.3, ODFI Risk Management. Conduct periodic reviews of those exposure limits, informing the originators how their exposure limit has been established and what action to take if that exposure limit is exceeded.
  
· [Discovery 6]: Authorization of retention has not been addressed in the Third-Party Sender/Originator (or Nested Third-Party Sender) agreement or otherwise made the Originators/Nested Third-Party Sender aware of their responsibilities regarding the retention period of Record of Authorization. 

· [Required Update 6]: Verbiage needs added to current agreement making the Originators/Nested Third-Party Senders aware of their responsibilities, noted in Article Two, Subsection 2.16.6, Performance of Originator Responsibilities by Third-Party Senders.

· [Discovery 7]: Current agreements do not identify which party is responsible for the creation of Reversal Files or Entries. 

· [Required Update 7]: Verbiage be added to current agreements verifying which party is responsible for creation of Reversal Files and Entries, noted in Article Two, Section 2.9, Reversing Files. 

































Recommended Updates




· [Discovery 8]: The number of Originators and what type (s) of Standard Entry Class (SEC) codes are approved for origination questions were not completed, lacking confirmation of how many originators Bradley Company services and what SEC codes are used. 

· [Recommendation 8]: Bradley Company LLC verify how many Originators they currently have and what Standard Entry Class (SEC) are being used. 

· [Discovery 9]: ACH related policies are not being reviewed on a consistent basis. 

· [Recommendation 9]: Procedures be written requiring ACH related policies be reviewed on an annual basis. 

· [Discovery 10]: Currently Bradley Company LLC does not monitor outgoing data for proper use of SEC codes. 

· [Recommendation 10]: Create procedures to monitor SEC codes. Bradley Company LLC should monitor outgoing data for the proper SEC codes as a broader risk management and compliance practice. 
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