Standard Company Entry Description – PAYROLL

FAQs 
Is use of the new Company Entry Description “PAYROLL” mandatory for all Originators?
Yes. Originators will be required to use the new description “PAYROLL” for all PPD credits for the payment of wages, salaries, or other similar types of compensation no later than March 20, 2026.  This is a “no later than” effective date. Originators are encouraged to adopt this description for all types of compensation payments as soon as is practical.

Does this requirement also apply to Originators with contract (1099) employees?
Yes. This requirement applies to Originators of all types of compensation payments, regardless of the status of the employment relationship (i.e., employee, contract employee, other).
Use of the term “PAYROLL” is intended for descriptive purposes only, to help identify compensation payments to RDFIs in their efforts to reduce the incidence of fraud involving payroll redirections.
Originators and ODFIs transmitting entries with this entry description make no representation or warranty to the RDFI or to the Receiver regarding the Receiver’s employment status.

Why is the new “PAYROLL” descriptor required?
As ACH participants are better able to identify certain types and purposes of ACH payments, they may be able to use and improve targeted risk mitigation practices and tools. By standardizing certain data within ACH payments for payroll and other types of compensation, RDFIs that monitor inbound ACH credits will have better information to identify new or multiple payroll payments to a particular account. A standard description for these types of payments can help support RDFI logic to provide or suppress early funds availability and support other practices intended to reduce the incidence of fraud involving payroll redirections.

For payroll and other compensation payments, is the Originator permitted to utilize the remaining characters in the Company Entry Description field for additional descriptive purposes?
Yes. Originators initiating payroll and other compensation payments are required to include “PAYROLL” within the leftmost 7 characters of the Company Entry Description field. At the Originator’s discretion, it may utilize the remaining 3 characters for additional descriptive purposes.
Examples:    PAYROLL
                     PAYROLL 02
                     PAYROLL424
                     PAYROLLEMP

Are RDFIs required to monitor for and act on PPD credits that bear the descriptor “PAYROLL?”
No. An RDFI may choose to take advantage of intelligence enabled by the use of the PAYROLL descriptor, but the RDFI is not required to act on PPD entries as a result of this description.
What is the purpose of the Company Entry Description? Where can I find this information in the ACH record?
A company sending an ACH payment is required to use the Company Entry Description field (which is in positions 54-63 in the Company/Batch Header Record) to provide the Receiver with a description of the purpose of each payment. This description can be a maximum of 10 characters, and, in most cases, the value is determined by the Originator (for example: “Gas Bill”, “Ins. Prem.”, “Soc. Sec.”, etc.). 
However, for certain types of payments, the Nacha Operating Rules require Originators to include a pre-defined description. Examples of descriptive statements required by the Rules include, but are not limited to, the new descriptions “PAYROLL” and “PURCHASE,” and an earlier required description of “RETRY PYMT”.
For a detailed discussion of the Company Entry Description field’s requirements, refer to Subpart 3.2.2 (Glossary of Data Elements) in Appendix Three of the Nacha Operating Rules.

Do contributions to an employee’s Health Savings Account (HSA) require use of the new ‘PAYROLL’ Company Entry Description?
Yes.  A payroll deduction deposited to an HSA is a pre-tax component of salary. Therefore, it must carry the ‘PAYROLL’ Company Entry Description.

