Charter Township of Monitor

ACH TRANSFERS/ELECTRONIC TRANSACTIONS POLICY

Resolution to Authorize Use of Automated Clearing House (ACH)
Arrangements and Electronic Funds Transactions

e  WHEREAS, Public Act 738 of 2002, effective December 30, 2002, authorizes townships to make
electronic transactions involving public funds by electronic payment, debit, or credit transfer
processed through an automated clearing house, and

o WHEREAS, PA 738 authorizes a township treasurer to enter into an ACH arrangement for a
national and governmental organization that has authority to process electronic payments
(ACH), including, but not limited to, the national automated clearing house association and the
federal reserve system, and

e  WHEREAS, The Charter Township of Monitor Board deems that it is in the best interest of the
township to make certain township financial transactions by electronic payments as described in
PA 738.

e NOW, THEREFORE BE IT HEREBY RESOLVED, That the Charter Township of Monitor Board
authorizes the Township to utilize electronic transactions in compliance with the written
procedures and internal controls developed and adopted by the Treasurer as the Township’s
ACH policy and presented to the Township Board on Monday, June 9th 2025.

Purpose:

To establish procedures for initiating, authorizing, and recording ACH transactions to ensure security,
accountability, and compliance with banking regulations.

Electronic Payment (ACH) Definitions

e “Automated clearing house” or “ACH” means a national and governmental organization that has
authority to process electronic payments, including, but not limited to, the national automated
clearing house association and the federal reserve system.

e An “ACH arrangement” means the agreement between the originator of the ACH transaction
and the receiver of an ACH transaction.

e An “ACH transaction” means an electronic payment, debit or credit transfer processed through
an automated clearinghouse.

e An “ACH policy” means the procedures and internal controls as determined under this written
policy developed and adopted by the township treasurer.

Authority to Enter into ACH Arrangements and Electronic Transfers of Public Funds

e The township treasurer and or officer or employee designated by the treasurer may enter into
an ACH arrangement.


http://www.legislature.mi.gov/(S(lsxfymgh15tspiuvilap21oc))/mileg.aspx?page=getObject&objectName=mcl-Act-738-of-2002

Responsibility for ACH Agreements

e The treasurer or (officer or employee position designated by the treasurer) is responsible for the
township’s ACH agreements, including payment approval, accounting, reporting and generally
for overseeing compliance with the ACH policy.

Internal Accounting Controls to Monitor Use of ACH Transactions Made by Township Treasurer

o The following system of internal accounting controls will be used to monitor the use of ACH
transactions made by the Charter Township of Monitor:

e The treasurer shall prepare journal entries to initiate payments or monetary movement.

o The Deputy Treasurer will initiate the payments or transactions through online banking.

o The Treasurer will approve each transaction via two-step authentication for every transaction.

e The treasurer shall retain all ACH transaction documents for audit purposes.

e The township will utilize a secure bank account and “Firewall Protection” on all accounts
associated with ACH transactions.

e Comprehensive list of transactions in the Treasurer’s Office that will utilize ACH

e Disbursement accounts (Internal)

e EFT account (Tax Disbursements to Entities)

e Property tax collection for residents

e All ACH transactions must be pre-authorized by the Township Treasurer or designated official.

e ACH payments will be used for payroll, vendor payments, state/federal tax payments, and
collections such as taxes.

e Banking information must be securely maintained and only accessible to authorized
personnel.

Security Controls:

e Two-party authentication for ACH originations.

e Segregation of duties: initiation and approval must be done by separate individuals.
e All banking and financial data must be encrypted and stored securely.

e Periodic audits will be conducted.

Recordkeeping:

e Documentation of all ACH transactions must be retained for a minimum of 7 years.
e Include date, amount, purpose, and approval records.

Vendor/Customer Authorization:

e  Written authorization must be obtained from any vendor or resident prior to initiating ACH
transactions.

Exception Handling:

e Procedures must be in place to handle failed transactions, reversals, or unauthorized entries



Review and Approval:

e This policy shall be reviewed annually by the Township Board and updated as necessary.
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