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This document provides best practices and considerations for financial institutions. The content is not intended to be
exhaustive, and each institution should consult with its own legal, compliance, and other relevant professionals
regarding implementation. The information presented is current as of the publication date.

This document was not prepared by The Clearing House Payments Company LLC. The Clearing House is not

responsible for inaccuracies about the RTP® network, applicable laws, and regulations relevant to instant payments, or
payment systems in general.
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Introduction

The rapid evolution of instant payments in the U.S. has ushered in a new era of instant transaction
capabilities for financial institutions (Fls). With the launch of FedNow® service alongside the existing
RTP® network, institutions now have unprecedented opportunities to enhance payment experience
for their accountholders. However, sending payments across these networks introduces new
complexities that must be carefully managed. Unlike traditional payment rails, FedNow and RTP
operate independently, meaning they do not interoperate. This lack of interoperability presents
financial institutions with both a challenge and an opportunity— successfully implementing a strategy
requires a thoughtful approach that enables seamless utilization of both networks while optimizing

operational efficiency.

To take full advantage of instant payments, institutions must consider several critical factors,
including liquidity management, reconciliation processes, fraud mitigation, and compliance. Liquidity
management is essential, as funds must be readily available in separate accounts for each network to
facilitate real-time settlement. Reconciliation processes must also be adapted to manage 24x7x365
transactions with immediate finality, requiring institutions to modernize their back-end operations.
Without proper planning, institutions risk inefficiencies, increased operational costs, and potential
accountholder dissatisfaction.

These guidelines provide a deep dive into all the operational considerations financial institutions
must address when implementing send capabilities for instant payments'. It explores the strategic
decisions necessary to ensure seamless adoption of the FedNow service and the RTP network,
including how to balance liquidity, optimize reconciliation, and manage risk in an environment where
payments clear within seconds. By taking a comprehensive approach, institutions can not only
navigate the complexities of these networks but also unlock the full potential of instant payments to

drive innovation, efficiency, and accountholder satisfaction.

1) Instant Payment Send Flow

With the inception of instant payments, it is key for financial institutions to understand how messages
and money are exchanged within the instant payments schemes and how this differs from traditional
rails such as the Automated Clearing House (ACH) and wire transfers. ACH payments are electronic
transfers through the ACH network that may take several days to settle, or if processed as Same Day
ACH, can settle as quickly as a few hours. Wire transfers can take anywhere from a few minutes to
more than twenty-four hours to settle with the end party depending on the financial institutions
involved in the transaction. Both ACH and wire transfers are one-way communication where the
originating institution initiates an ACH file or initiates a wire payment but does not receive
confirmation that the receiver's account was credited.
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Unlike ACH and wire payments, the RTP Network and the FedNow Service require an immediate

response from the receiver’s financial institution confirming its decision to either Accept, Reject, or

Accept without Posting. This core feature provides payment certainty to both financial institutions as

well as the sender and receiver of the transaction.

Each payment rail provides the opportunity for the receiver’s financial institution to reject a payment

for distinct reasons. However, the instant payment rail supports an automated, immediate rejection

prior to settlement, whereas ACH and wires can only accommodate rejection as a manual review that

results in a return sent through the network after settlement has occurred. This immediate rejection

allows sending institutions to review rejected payments and respond quickly, including

communicating with senders, correcting errors, and resending payments.
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This section will point out considerations for sending financial institutions throughout the process

flows but will not provide the level of detail that was covered for receiving financial institutions in the

Operational Considerations for Receiving Instant Payments Guidelines.?

The sender (an individual, business, or government entity) initiates payment with their

financial institution (Fl), who is a participant in the instant payment network, through an

interface provided by the financial institution or third-party provider such as an online or

mobile banking application. When building out user experiences for the senders to create

payment transactions Fls may include functionality (i.e., directories) that will validate the

payment instructions match the intended payee. This will be covered in more detail in the

User Experience section of this document.
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2. The sender's financial institution authenticates the sender, the senders' payment instructions,
ensures funds are available to cover the payment and sends a credit transfer message (ISO
20022 message pacs.008) to the payment network. Sending financial institutions will need to
consider what actions will be taken and messaging presented to senders in cases where
funds are not available to cover the transaction, when a transaction exceeds the senders
approved limits, or when fraud screening has flagged a transaction for additional review.
Options for inserting these risk mitigation techniques into the payment flow and for
managing these exception cases will be covered in more detail in other sections of this
document.

3. The Networks (RTP Network and FedNow Service) will perform a series of formatting,
process, and business rule validations before the message is routed to the receiver's financial
institution (pacs.008 message). Some of those validations include:

' The message is properly formatted and not future-dated.
f The routing number belongs to a network participant.

4. A) The network sends the transaction to the receiver's financial institution and monitors for a

response.

B) The receiver's financial institution then receives the Credit Transfer message (ISO 20022
message pacs.008) from the network and conducts several of its own validations to ensure its
correctness and security. Currently, the response must come back within the respective
network's timeout clock, including processing time, any sanctions/fraud related activities, and
check on account number validity. Financial institutions that have chosen to perform
screening of incoming payment messages, such as for fraud or OFAC, will need to consider
how to react to messages that have generated an alert. The financial institution may choose
to respond to the incoming message with the "accept without posting" response which
would instruct the network to settle the payment between the banks, but not to the receivers
account, and allow the financial institution additional time to review the alert and make a
final determination to reject the payment or make funds available to the receiver. During this
review time, the sender could utilize network functionality to request information on the
payment status. Operational considerations for managing these exceptions, including
systems and staffing, will be discussed in more detail in the Exception Processing section of
this document.

5. Once the message is validated, the receiver's financial institution sends the network a
Message Status Report (ISO 20022 message pacs.002) indicating the credit transfer has

either been accepted, accepted without posting, or rejected.
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6. The network will receive a confirmation Message Status Report (ISO 20022 message pacs.002)
from the receiver's financial institution that it has accepted the payment. The network will
again perform a series of formatting, process, and business rule validations. Upon completion
of validation, the network will process a debit from the sender's financial institution and credit
the receiver's financial institution except in the instance of a rejected response. For the RTP
network, this will be using the joint account?® held by the Clearing House at the Federal
Reserve where credits and debits process against the RTP ledger. For FedNow, this will be the
sender's and receiver's Master Account at a Reserve Bank that the FedNow participant uses to
settle obligations that arise in connection with FedNow Service. In both networks, settlement
could occur through Funding Agents*/correspondent bank (i.e., banker’s bank or corporate
credit union) and not through the financial institution's accounts. Settlement and funding

considerations will be discussed in detail later in this document.

7. The network sends confirmation to the sender's financial institution indicating that the

transaction has been accepted or accepted without posting and settled or rejected.

8. A) If the payment has been accepted the receiver's financial institution immediately posts the
funds to the receiver's account and makes the information contained in the payment available

to the receiver using the financial institution's channel application.

B) When confirmation of acceptance or rejection of the message is received from the network,
the sender's financial institution can notify the sender of the status of the payment. If the
payment has been rejected the Sending FI could provide the reason for the rejection based
on the code received from the Receiving FI. Senders could then use this information to correct
the error and reinitiate the payment. If the payment has been accepted without posting, the
Sender may be presented with options to request information to determine if the payment has
ultimately been posted or it will be rejected and returned to the Sender. The Sending FlI
should also consider whether it will automatically request updates on the status of the
payment and the frequency for these requests. Any update received will need to be

communicated to the Sender.
2) Interoperability and Routing Considerations

Interoperability Models
Integration at the Network Level:

Currently, the FedNow service and the RTP network operate as separate networks with no direct
interoperability, requiring financial institutions to implement custom routing solutions. In contrast, the
ACH Network has long had full interoperability across operators, allowing seamless ACH transactions
between networks. For instant payments, interoperability is not natively built-in, and financial
institutions must develop their own strategies to enable cross-network transactions.

Operational Considerations for Instant Payments Send-Side Guidelines 6



A key challenge in FedNow and RTP interoperability is the lack of a shared routing framework and
centralized messaging standard. While both use ISO 20022, differences in governance, operations,
and message handling require financial institutions to develop independent routing logic, leveraging
network directories and third-party providers. Additionally, FedNow settles in real-time via master
accounts, while RTP relies on pre-funded balances, making liquidity management and reconciliation
more complex. To address this, institutions that implement the RTP network and the FedNow service
should consider deploying a unified payment orchestration layer with APl gateways to translate ISO
20022 messages and intelligent failover mechanisms to reroute payments during network downtime,

congestion, or participant unavailability.
Routing Interoperability Model

A routing interoperability model enables financial institutions to connect to both the FedNow service
and the RTP network, allowing payments to be sent and received through either network based on
predefined rules. This approach enhances flexibility, optimizing costs, speed, and transaction limits

while ensuring seamless processing across networks.

To implement this model effectively, financial institutions should:
1 Monitor networks in real-time to track the availability and performance of FedNow and RTP.
1 Develop dynamic routing logic that accounts for transaction amounts, network fees, recipient
financial institution availability, and real-time conditions.
1 Maintain updated network directories to ensure accurate routing decisions across both
networks.
1 Implement automated failover mechanisms to switch networks in case of downtime or

congestion, minimizing disruptions.

By adopting these strategies, financial institutions can enhance payment reliability, reduce

processing costs, and improve the accountholder experience across instant payment networks.
Accountholder Interface Design for Interoperability

To ensure interoperability, Fls could consider designing an accountholder-facing user interface that
allows accountholders to utilize either or both instant payment networks, however, seamless routing
not depending on the user to know the rails would likely be more appropriate. The interface could
be designed to provide users with real-time feedback on the availability of both the RTP network and
FedNow service, as well as network status, which will empower the accountholder to make an
informed decision about which network to use. However, for optimal accountholder experience, the
interface could build in all technical components and seamlessly route payments without requiring
users to be aware of the underlying network used.
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Additionally, institutions should consider implementing user-configurable preferences, allowing
accountholders to prioritize factors such as speed, cost, or preferred network, ensuring a
personalized and efficient payment experience.

Back-Office Systems for Multi-Network Support

For back-office systems, financial institutions should design their infrastructure to support both the
FedNow service and the RTP network simultaneously. This includes integrating transaction
management systems, compliance monitoring tools, and reporting frameworks that can manage
both instant payments and settlement requirements for both networks. In addition, financial
institutions should work with TPSPs to help simplify the integration process, standardize payment
messages, and offer seamless payment settlement across different instant payment networks. To
enhance operational efficiency, institutions should also implement automated exception handling
and liquidity management tools that proactively monitor funding levels and prevent transaction

failures.
Third-Party Service Providers

There are several third-party service providers (i.e., RTP TPSP and FedNow Service Providers) in the
market that facilitate interoperability, offering services such as network routing, payment settlement,
and standardization of messages. These providers typically offer a single set of APIs or integration
platforms that Fls can leverage to route payments to either the RTP network or the FedNow service,
reducing the burden of direct integration and ensuring that they can support both networks
concurrently. By using a third-party service provider, Fls can simplify the operational complexity of
managing connections with multiple instant payment networks. Financial institutions should evaluate
TPSPs based on uptime reliability, API response times, and scalability to manage increased

transaction volumes.

Routing Rule Drivers

There are several factors to consider when determining how and when to route instant payments

across the FedNow Service and RTP network, including:

Financial Institution Availability: The availability of a financial institution on either RTP or FedNow is
a critical factor for ensuring that payments are successfully delivered. An FI must be an active
participant on both networks to send or receive transactions from both networks. To maximize the
success rates of instant payments, Fls must have access to comprehensive and up-to-date directories
to identify which Fls can receive payments on either network.
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1 FedNow Participant Status/Directory: The Federal Reserve’s FedNow directory provides a
daily list of participant Fis including RTNs, reflecting their capabilities (e.g., receiving
customer credit transfers, sending, and receiving credit transfers, or receiving requests for
payment). Financial institutions can use this data to determine the most appropriate network
for sending or receiving payments, ensuring that transactions are sent to compatible
endpoints. FedNow also utilizes a Broadcast Message (Admi.004) to provide real-time status
updates, including if an institution is no longer available, or has signed back on to the

network.

1 RTP Participant Status/Directory: Similarly, The Clearing House (TCH) offers a directory for the
RTP network, which includes Routing Transit Numbers (RTNs) for receiving Fls. These
directories are updated regularly, enabling financial institutions to validate and confirm
whether a given Fl can receive payments. RTP also provides intraday updates on participant
statuses, but through System Notification Messages (the same admi.004).

Network Fees: Financial institutions must thoroughly evaluate the fee structures of both the
FedNow service and the RTP network when setting routing rules for transactions. Key considerations

include:

1 Per-Transaction Fees: Both networks charge per-transaction fees, which vary based on type of
transaction [e.g., request for payment (RfP)]. FIs must determine which network offers the

most competitive fees based on their transaction volumes and cost structure.

1 Volume-Based Pricing: Volume-based pricing could make one network more favorable than
the other for high-volume transactions, as Fls may receive discounts or more favorable terms

based on their usage.

1 Other Network Fees: In addition to per-transaction fees, Fls should account for any overhead
or additional costs associated with network access, settlement, and third-party service

providers (e.g., fraud, sanctions etc.).

Dollar Limitations at the Network Level: RTP and FedNow have different transaction dollar limits
that Fls must consider when determining routing preferences:

1 FedNow Service: The transaction limit per payment is $1,000,000.°

1 RTP Network: The transaction limit per payment is $10,000,000.¢

Fis should design routing rules to ensure high-value transactions are directed to the appropriate

network, avoiding failed payments due to exceeding network limits.

Operational Considerations for Instant Payments Send-Side Guidelines 9



Financial Institution Preference:

FIs will often develop their routing preferences based on factors such as:

1 Business Strategy: Some Fls may prefer to use a specific network due to existing relationships
with the network operator or due to strategic initiatives (e.g., focusing on certain market
segments). For instance, an Fl that has invested more heavily in instant payment integration
may prefer to prioritize instant payment transactions unless other factors outweigh this

preference
1 Technical Capability: Fls’ internal systems may be optimized for one network over the other.

1 Accountholder Demand: If accountholders frequently use one network over the other, FIs may

choose to route payments through that network for an enhanced user experience.

1 Liquidity needs: Fls’ may route based on liquidity need between the RTP network joint account

and federal reserve master account — as well as around the availability of Fedwire.
Contingency Planning — Alternative Payment Methods

When Instant Payments Are Unavailable

If both the RTP network and the FedNow service are unavailable due to system maintenance, network
congestion, or technical failures, financial institutions must have fallback options to ensure continuity.

The two primary alternatives are ACH and wire transfers, each with distinct advantages and

limitations.

Automated Clearing House:

1 Advantages of ACH: ACH is a widely adopted alternative with minimal dollar limitations and
lower fees. It is particularly valuable for recurring payments or when a cost-efficient solution is
required for non-time-sensitive payments. Same Day ACH enables faster settlement compared
to standard ACH, allowing many payments to settle within hours on the same business day,

thereby narrowing the gap between ACH and instant payment networks.

1 Challenges of ACH: However, ACH is a deferred net settlement system, meaning that it does
not offer instant capabilities like the RTP network or the FedNow service. Transactions are
settled in batches, which can result in slower processing times (typically within one to two
business days). Additionally, ACH does not support 24x7x365 operations and may be

unsuitable for urgent payments or time-sensitive use cases.
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1 Use Cases for ACH Fallback: ACH is a viable fallback when time is not of the essence—such as
for payroll processing, bill payments, or large batch payments. However, ACH may not be
suitable for cases requiring real-time payment confirmation, such as in-person retail
transactions or emergency fund transfers.

Wire Transfers:

1 Advantages of Wire Transfers: Wire transfers provide faster settlement than ACH, often
clearing within hours and sometimes within minutes, especially for domestic transactions. They
are also widely available for high-value transactions.

1 Challenges of Wire Transfers: Wire transfers come with higher fees compared to ACH or
instant payment networks and are generally not available 24x7x365. Furthermore, they do not

have the same automation capabilities, which could complicate accountholder experience.

1 Use Cases for Wire Fallback: Wire transfers are ideal for high-value transactions or when the
urgency of settlement outweighs the cost. They are particularly useful for international

payments where other networks may not be available.
Decision-Making for Fallback Options

When selecting a fallback method, financial institutions should assess transaction size, urgency, cost
sensitivity, and accountholder expectations:
1 For instant payments requiring immediate confirmation (e.g., emergency fund transfers) Y
Wire transfers are preferable despite higher costs.

1 For larger, non-urgent payments Y ACH is a more practical choice due to lower fees.

By proactively integrating contingency plans, financial institutions can ensure uninterrupted payment

processing and minimize disruptions when instant payment networks are unavailable.
Future of the RTP Network and the FedNow Service Interoperability

As instant payments continue to evolve, achieving full interoperability between RTP and FedNow will
be desirable for enhancing efficiency, reducing fragmentation, and expanding adoption across
financial institutions. While current interoperability relies on custom routing logic and third-party
service providers, future developments could include standardized routing frameworks, direct
network integration, and regulatory initiatives to facilitate seamless cross-network transactions.
Advancements in API standardization, liquidity management, and settlement mechanisms will further
improve transaction processing, ensuring a more unified and resilient instant payments ecosystem.
Financial institutions should proactively monitor these developments and adapt their infrastructure to
remain competitive in the evolving payments landscape.
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3) User Experience & User Interface — Instant Payments Application

Accountholder User Experience & User Interface

The send side demands a streamlined and user-friendly interface to facilitate quick and seamless
payment initiation. Since account holding users actively engage with the payment system to initiate
transactions, the user experience (UX) and user interface (Ul) for send-side processes must be highly
intuitive and optimized for different channels, such as mobile and web applications. This is less
critical on the receive side, where end-users are often passive recipients of funds.

Unsuccessful payments can lead to accountholder frustration and reputational risks for financial
institutions. To mitigate this, institutions should utilize accountholder dashboards and establish
proper alert systems for failed transactions. These tools enable real-time visibility into payment

statuses and facilitate prompt resolution of issues.

Further, security is a top concern for both accountholders and financial institutions in instant
payments. While robust security measures protect users from fraud and unauthorized transactions,
poor UX/UI design can make security features feel intrusive, confusing, or intimidating. The key to
an effective send payments experience is clear, reassuring communication about security, explaining
safeguards in a way that builds trust without causing unnecessary friction. While some friction will be

necessary to create “speed bumps” for users to confirm their payments.

The Business Case for Clear Security Communication: Improving security communication is not
just about compliance. It directly impacts accountholder retention, trust, and fraud prevention.
Business benefits are as follows:
f Reduced Transaction Abandonment: When security steps feel natural, user’s complete
transactions instead of dropping off.
I Increased Trust & Engagement: Accountholders are more likely to use instant payments if
they feel protected.
' Lower Support Costs: Clear messaging prevents unnecessary accountholder service calls.
1 Stronger Fraud Prevention: Educated users are less likely to fall for scams when security

guidance is proactive.
Operational Staff User Experience & User Interface

While accountholder experience is critical, the UX/UI for financial institution staff is equally important
for managing instant payment workflows effectively. Instant payments introduce new operational
challenges in which transactions are final, require immediate reconciliation, fraud review, and
demand instant exception handling. A well-designed operational interface ensures that Fl staff can
monitor payments in real-time, identify and resolve issues quickly, and maintain regulatory

compliance without friction.
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Dashboard Design for Instant Payment Oversight: Operational teams need clear, real-time data to

track payments, manage exceptions, and ensure compliance. A cluttered or delayed dashboard can

slow response times and increase error rates. We recommend the following dashboard components:

)l

Real-Time Transaction Monitoring: Show live payment statuses (e.g., "Processing,"
"Completed," "Failed"). Use special designation alerts for flagged transactions that require
intervention. For example, use a red warning icon for failed transactions, a green checkmark

for successful payments.

High-Priority Alerts & Notifications: Display critical alerts at the top (e.g., fraud flags, missing
compliance checks). Allow customizable thresholds so that staff sees only the most relevant

alerts. For example, use "5 high-risk transactions need review" with a one-click action button.

Customizable Views & Filters: Let staff filter transactions by payment type, risk level,
accountholder segment, or processing status. Support saved filters for frequently used views.

For example, a fraud analyst may need to see only high-value payments flagged as risky.

Search & Quick Lookup Features: Enable instant search by transaction ID, accountholder

name, or account number. Provide autocomplete suggestions to speed up queries.

Data Visualization for Quick Insights: Use graphical summaries (e.g., transaction trends over
time, success vs. failure rates). For example, a heatmap showing peak transaction hours may
help with staffing decisions. A well-designed operational dashboard reduces response times,

improves staff productivity, and prevents errors before they escalate.

Streamlining Workflows for Faster Exception Handling: Staff interfaces should enable quick

decisions and automate routine tasks. By simplifying workflows and automating routine tasks, Fl staff

can manage exceptions faster, reduce operational risk, and improve overall payment system

reliability.
{1 Predefined Templates for Common Actions: Provide one-click actions for frequent tasks like

resending failed payments, reversing incorrect transactions (where possible), or escalating
issues. Example: A pre-configured “Retry Payment” button with automated checks before

submission.

Guided Workflows for Error Resolution: For complex issues, offer step-by-step guided
workflows. Example: A "Failed Payment Resolution" wizard that walks staff through possible

fixes based on error codes.

Al-Powered Recommendations: Use Al-driven insights to suggest next steps based on
transaction history and risk patterns. Example: “This failed transaction was due to an expired
recipient account. Would you like to contact the sender for an updated account number?”
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T

Integrated Support & Documentation: Embed helpful tooltips explaining technical error
codes. Provide quick access to accountholder service scripts for resolving user issues.
Example: Clicking on a failed payment shows “Possible Cause: Recipient account closed.

Recommended Action: Contact sender to update details.”

Role-Based Access Control: Ensure staff only see data relevant to their role (e.g., compliance
officers see regulatory flags, payment processors see transaction statuses). Example: A fraud
analyst dashboard hides operational payment routing details but highlights suspicious

activity.

Unified Payment Operations for Instant Payments: With multiple payment rails available,

operational staff should not have to juggle multiple platforms. A unified operational interface

reduces confusion, training costs, and processing delays while increasing staff efficiency. Please

reference Section 2) Interoperability & Routing Considerations for more details on designing and

maintaining interoperability of payment rails. Design considerations & recommendations for an

interoperable environment include:

T

Consolidated Payment Dashboard: Show all transactions across different payment rails in one
place. Example: Instead of separate tabs for RTP and FedNow, display them under a unified

“Instant Payments” view.

Visual Distinctions for Different Rails: Use a special designation or tags to differentiate RTP,

FedNow, and alternative payment methods.

Cross-Rail Exception Handling: Provide standardized workflows for troubleshooting across
different payment types. Example: An RTP error and a FedNow error should have similar

resolution processes instead of requiring different interfaces.

Consistent Data Fields & Terminology: Ensure payment entry fields remain the same
regardless of payment rail. Example: Keep “Recipient Account” and “Bank Routing” fields

uniform across all instant payment options.

Comparisons to Show Payment Speed & Costs: Accountholders may not understand the
differences between payment rails. A side-by-side comparison chart makes these distinctions
clearer. Best Practice: Highlight the most relevant details (speed, cost, reversibility) without

overloading users with technical terms.
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4) Liquidity Management

Liquidity management is a crucial component of participating in instant payment systems. The
instantaneous nature of these systems means that financial institutions must ensure that they always
have adequate liquidity available to settle transactions without delays. Instant payments require a
system of liquidity management that is responsive, efficient, and secure. This section will explore the
different components that make up an effective liquidity management strategy for these payment
networks, including alerting and monitoring, effective forecasting, and a recap of liquidity tools like
watermarks, funding strategies, and options for utilizing correspondent banks or Funding Agents.

Network Level Liquidity’: Specifically, when it comes to sending instant payments, liquidity
management becomes even more important and needs to be managed differently in the RTP
network versus the FedNow service. To send transactions, Fl's must ensure they have enough
liquidity to initiate the payments. For the RTP network this means that the FI must ensure they meet
the prefunded position required by the RTP network based on their asset size and other factors. To
do this they must fund using the joint account that the Federal Reserve Bank of NY has for TCH. They
also must manage their liquidity level using alerts and notifications from the RTP network. These
alerts are intended for when they are getting close to their limit or when they are getting an influx of
liquidity allowing them to both fund and defund their account as needed. In some cases, a
participant may be a non-funding participant and may use a Funding Manager®. In those cases, the
Funding Manager must manage and ensure the participant leveraging them has enough liquidity to

manage their transactions.

The FedNow service settles via the Fl's master account or leverages a correspondent banks master
account. Managing the liquidity in the master account is managed via the accounting services at the
Federal Reserve. FedNow does offer an account balance report both in ISO and on the FedNow user
interface to support financial institutions managing their liquidity and ensuring they do not have any
credit risk. The correspondents who may offer their liquidity to FedNow participants, have additional
reports and notifications that FedNow may send them allowing them to manage and monitor the
liquidity being used by the respondents. Correspondents can also take advantage of FedNow’s
Correspondent Net Send Limit control which enables correspondents to manage exposure from their

respondents’ activity and better manage their master account balances.

In addition, both the RTP network and the FedNow service offer the ability to transfer funds between
Fls for the purpose of liquidity management. Where one FI may need to ask another Fl for liquidity
support. The pacs.009 message is used by both systems to support this. FedNow provides a
Liquidity Management Tool (LMT) which financial institutions can leverage it in support of liquidity
needs associated with instant payment activity, including supporting the funding/defunding through
the joint account for the RTP network.
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Financial Institution Liquidity Management: For Funding Managers/Agents and correspondent
banks, one big consideration is how to manage the liquidity that their accountholders are utilizing.
Due to the nature of these rails, the money is credited and debited from the account of the Funding
Manager/Agent or correspondent. Therefore, managing liquidity becomes a more difficult prospect.
Both systems offer diverse ways for the funders to manage this. The RTP network offers messaging
and API access that allows for notification of the payments and for the Funding Managers to manage
specific pools of liquidity for each of their accountholders who utilize the service. FedNow offers a
camt.054 message which allows for a notification of each credit or debit to go to the correspondent.
FedNow also offers correspondents the ability to set net send limits which are limits on the total
dollar amount of payments, less any funds received that can be set at the respondent financial level,
allowing the correspondent additional management of their Federal Reserve master account balance
and credit exposure from respondents’ activity. For Funding Providers to take advantage of these
various functionalities, they would need to build out solutions on their end to utilize these solutions
and automate the management of settlement/posting to their accountholders.

Internal Alerts and Monitoring: Instant payment transactions demand immediate action and precise
control over available funds. To ensure smooth operations, internal alerts and monitoring systems are
essential. By leveraging API’s, Fls can continuously track account balances, providing an up-to-date
view of liquidity at any given moment. These systems should be configured to trigger notifications for
potential issues, enabling the right employees to act swiftly and prevent disruptions. To maintain
responsiveness, these alerts must be monitored around the clock. It is essential that FI's have
escalation procedures established and documented to resolve any issues as quickly as possible. This
includes understanding what to do when certain alerts are received as well as who needs to be
notified to resolve the issue. Another important aspect to monitor would be anomalous send activity
which could require prompt attention and the ability to instantly sign off the network if an issue

arises.

Forecasting: Forecasting instant payments requires a comprehensive approach to predict account
activity and funding levels, with a particular focus on several key periods that may impact liquidity. A
multiple-day view is essential to assess trends and anticipate needs, especially during periods like
three-day weekends, holidays, year-end, and quarter end, when payment volumes can fluctuate
significantly. These times demand careful attention, as they can introduce delays or surges in
transaction activity which may require a financial institution to increase the funds held in their account
to cover the instant payment needs. It is important to understand both anticipated send and receive
volume as both aspects are critical to understanding funding requirements and liquidity needs.
Additionally, as a financial institution enables use cases, they should understand their accountholders'
potential volume and dollar amounts, how frequently they plan to send, so that information can be
incorporated into liquidity management forecasting. Last, institutions should also be aware of and
carefully plan around wire transfer hours to ensure funding can take place when needed.

Operational Considerations for Instant Payments Send-Side Guidelines 16



Prefunding: As mentioned in the Send Primer?, understanding funding requirements and how each
network operates is essential. When participating in the RTP Network, Fls are required to prefund their
RTP account via the joint account to facilitate real-time settlement of transactions. The FedNow service
does not require prefunding as existing Master Accounts are used to settle FedNow transactions. The
Clearing House determines prefunding requirements based on tiers structured around U.S. transaction
deposit ranges for each Fl. This prefunding ensures that funds are immediately available for settlement
when transactions occur. Transactions will be processed if funds are in the joint account, however, if
the transaction brings the account below zero, the transaction(s) will be rejected.

Watermarks: To help Fls manage their liquidity and funding requirements, The RTP network offers
watermarks. Participants can set specific watermark values based on their needs and when they want

to be alerted that their funding is low and requires attention.

Liquidity Management Transfer: FedNow offers a service called Liquidity Management Transfers
(LMT), which enables Fls to send funds to each other, either directly or through service providers, to
support their instant payment liquidity needs. LMTs are available from 7 PM ET to 7 AM ET on
weekdays and 24 hours a day on weekends and Federal Reserve holidays (intended to cover the gap
with Fedwire hours.)

Funding Agents/Correspondent Accounts for Enhanced Liquidity Management: Another tool or
option available to financial institutions is utilizing Funding Agents or correspondent banks to help

manage and meet their liquidity needs.

Managing liquidity is not new for financial institutions, and in many cases, FIs can leverage the tools
and resources already in use today. Where instant payments differ is in their 24x7x365 nature, which

requires sufficient liquidity management to be in place overnight and on weekends.

5) Real-Time Reconciliation for Outgoing Funds

Instant payments have become a transformative force in the global financial landscape, facilitating
instantaneous transfer of funds between entities. As financial institutions increasingly adopt instant
payments send capabilities to meet accountholder demands for speed and convenience, the

importance of robust real-time reconciliation practices for outgoing funds has grown.

Automated real-time reconciliation of outgoing funds offers significant advantages over traditional
batch reconciliation by providing immediate visibility into transaction statuses and cash positions. This
real-time insight enables faster identification and resolution of errors, reduces the risk of fraud, and
enhances liquidity management. For example, real-time reconciliation increases liquidity visibility and
an organization's ability to capitalize on liquidity opportunities. Unlike batch processes that delay
updates until end-of-day cycles, real-time reconciliation supports more accurate forecasting and
decision-making, ultimately improving operational efficiency and strengthening financial control.
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Real-time reconciliation ensures that outgoing transactions are accurately tracked, balanced, and
compliant with regulations as they happen. The objectives of real-time reconciliation include ensuring
accuracy, maintaining speed and efficiency, providing transparency into financial movements, and
adhering to regulatory requirements. With rapid transaction processing, managing outgoing funds in
real-time is crucial to minimizing errors, preventing fraud, and ensuring liquidity.

Core Components of Real-Time Reconciliation

Instant Data Management: Central to the success of real-time reconciliation is the ability to capture
and process data instantaneously. With the dynamic nature of instant payments, outgoing funds must
be reflected in ledgers and transaction records as soon as they are initiated. This ensures financial
positions are always up to date, reducing the risk of discrepancies and ensuring transparency.
Maintaining an accurate ledger is fundamental. A delay in recording transactions can lead to
mismatches between actual and reported balances, resulting in operational risks or compliance

failures.

Automation and Efficiency: Automation plays a key role in ensuring real-time reconciliation is both
efficient and accurate. Automated systems reduce the need for manual interventions, which can
introduce human errors and cause delays. Through instant synchronization of ledgers and accounts,
financial institutions can ensure that outgoing payments are reflected across all relevant financial
systems instantly. This allows for continuous monitoring of transaction flows and makes reconciliation

faster and more dependable.
Compliance and Regulatory Adherence

Real-time reconciliation of outgoing funds must adhere to a variety of regulatory requirements,
depending on the jurisdiction and the financial institution’s operating environment. Regulations often
stipulate the need for maintaining audit trails, accurate financial reporting, and the ability to detect

and resolve discrepancies in a timely manner.

Compliance frameworks, such as the Payment Services Directive (PSD2) in Europe' or the Real-Time
Payments framework in the U.S.", demand reconciliation practices that provide transparency and
accountability for each transaction. Failure to comply can result in penalties or reputational damage,

making instant payments compliance a critical -f reconciliation

Exception and
reconciliation is and instant payment are
are systems can detect in transaction
such as or and trigger workflows to resolve
issues
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