
 
 

 
 
 
 
 
December 19, 2019 
 
 
Ms. Jane Larimer, President and Chief Executive Officer 
National Automated Clearing House Association (Nacha) 
2550 Wasser Terrace 
Suite 400 
Herndon, Virginia 20171 
 
Dear Ms. Larimer: 
 
The Government Finance Officers Association (GFOA), the National Association of State Auditors, 
Comptrollers and Treasurers (NASACT) and the National Association of State Treasurers (NAST) 
were recently made aware of Nacha’s upcoming Rule, Supplementing Data Security Requirements. 
Because the annual ACH Origination volume by most states exceeds 6 million transactions, this 
Rule imposes a deadline of June 30, 2020, for the account information used in states’ Origination of 
ACH entries to be rendered unreadable when it is stored electronically. 
 
In surveying our memberships to assess their readiness to implement the requirements of this Rule, 
it quickly became apparent that there was a widespread lack of awareness among states that the 
Rule was pending. Moreover, our members, which transact such a significant volume of ACH 
Origination activity and are severely impacted by the requirements of this Rule, were largely not 
even aware of Nacha’s rulemaking proceedings. On behalf of our memberships, and in 
consideration of the concerns we outline below, we respectfully request that Nacha extend the 
implementation deadlines for this Rule by one year, thus enabling our members to place themselves 
in a better budgetary and technical posture to implement the requirements of the Rule. 
 
We would like to emphasize that our associations and our members are very supportive of the 
enhanced data security provisions outlined in the Rule. However, based on an assessment of our 
memberships’ limited awareness of the Rule coupled with the limited time remaining before the Rule 
takes effect, we have significant concerns about our members ability to timely assess and procure 
the technical solutions necessary to render banking information unreadable when stored 
electronically across the complete range of ACH Origination applications in each state or local 
government, to implement the solutions, and to meet the readiness requirements within the 
applicable remaining timeframes under the Rule. We feel that meeting the current implementation 
deadlines would be particularly problematic, if not impossible, for state and local governments which, 
because they have been caught unaware, do not have enough lead time to obtain necessary funding 
for the cost of such change and to plan and align the internal and external resources needed to 
implement required solutions. ACH Origination that is conducted in state and local governments is 
typically decentralized across various agencies, programs, application systems, computer platforms 
and third-party service providers. Each of the ACH Origination applications is supported by its own 
program budget and resources. Therefore, there is not a single solution for each state or local 
government to address all ACH Origination applications.  
 
Agreements between ACH financial institutions and their customer state or local governments 
typically contain specific provisions requiring that both parties comply with Nacha Rules. There are 
potentially severe ramifications for state and local governments and their payment recipients, and for 
the financial industry’s payment systems, if the state or local governments’ partnering financial 



Ms. Jane Larimer 
Nacha President and Chief Executive Officer 
Page 2 
 
institutions impose measures on their customer state or local governments that might not yet be in 
compliance with this Rule, in order to maintain their own compliance with the Nacha Rules from a 
contractual and regulatory perspective. It is uncertain whether states that cannot achieve full 
compliance with the Rule by Nacha’s current implementation deadlines will be forced to suspend 
their ACH payment processes, including critical payments to various program beneficiaries such as 
unemployment benefits, child support payments and collections, as well as tax payments and 
collections, employee payroll Direct Deposits, pension benefit Direct Deposits, and vendor 
payments. Suspending ACH payments and redirecting payments to other payment methods, such 
as reverting to the use of paper checks, could result in significant negative economic, legal and 
public relations consequences for the states, payment recipients, Nacha, and financial institutions.  
 
In summary, while our associations and our members fully support and appreciate Nacha’s efforts to 
enhance data security, state and local governments will require more adequate lead time to work 
with their ACH financial institutions, systems vendors, program staff and IT security staff to assess 
and coordinate appropriate and effective solutions to achieve full compliance with the Rule. 
Enforcement of the Rule on state and local governmental entities not meeting compliance by 
Nacha’s current implementation deadlines could result in significant negative consequences for 
payment recipients, state and local governments and the payments systems. On behalf of our 
members, GFOA, NASACT, and NAST request that Nacha extend its implementation deadlines for 
this Rule by one year to allow state and local government ACH Originators to address the enhanced 
data security required by the Rule. 
 
We appreciate Nacha’s consideration of this urgent request and look forward to your response. 
Should you have any questions or need additional information regarding our request, please contact 
Kinney Poynter of NASACT at (859) 276-1147. 
 
Sincerely, 
 
 
 
Chris Morrill 
Executive Director, GFOA 
 
 
 
Beth Pearce 
President, NASACT 
State Treasurer, Vermont 
 
 
 
 
David Damschen 
President, NAST 
State Treasurer, Utah 
 


