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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.

The Clearing House Payments company did not write this document and is not responsible for any inaccuracies about
the RTP®" Network, the laws and regulations relevant to instant payments, or payment systems generally.
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Introduction

The advent of instant payments has revolutionized the financial landscape, offering unparalleled
speed, convenience, and efficiency. As financial institutions embark on their journey to adopt
instant payment capabilities, they must navigate a complex array of operational considerations to

ensure a smooth and successful implementation.

Following the “Operational Considerations for Instant Payments Receive-Side Primer,”? these
guidelines explore the critical aspects of enabling instant payment receipt. Adapting existing
payment flows, managing liquidity, mitigating fraud risks, and handling exceptions are key priorities
for financial institutions. Additionally, the implications of instant payments on staffing needs and
training requirements are examined, ensuring organizations are well-equipped to embrace this
transformative technology. These guidelines cover the intricacies of instant payments and provide a
framework for successful adoption.

New Flows/Processes in Relation to Existing Payment Flows

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 receiving institution receives an ACH file or accepts a wire

payment.

While both the RTP® Network and the FedNow® Service require an immediate confirmation of
receipt and acceptance 24x7x365, neither ACH nor wires require a response. 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 receiving institution to return the payment for
various reasons. However, the instant payment rail supports an automated, immediate rejection,
whereas ACH and wires can accommodate a manual review and can result in a later return through

a manual process.
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RTP® and FedNow® Message Flows

Sender instruction to
Fl for initiation of RTP

or FedMow
transaction®
4 —
Sender <@&—— 8b

Sender notification
of successful funds
transfer

Authenticates payment
instructions, ensures
funds are available.

Potential for fraud screen

Instruction authorization
and transmissien from
Sender's Fl to RTP /
FedNow

2
Sender's #———7
Fl Cenfirmation that

transaction has been
accepted and settled

3

RTP / FedMNow network formatting,
processing, and validation on payment
instruction

Instant Payment Rail

FedNeEw

INSTANT PAYMENTS

The RTP ® Network

6

RTP / FedNow network formatting, processing,

and validation en payment instruction

!

Settlement
RTP: Debit to Sender’s net Current Prefunded
Position and credit to Receivers net Current
Prefunded Position

FedNow: Debit to Sender’s Master Account and

credit to Receiver's Master Account

Canfirms account
number is valid,
account can receive
the payment, and that
it is not blocked by the
institution

Network sends
transaction and
monitors response

T
Confirmation that

transaction has been

accepted and settled

4—5—
Message Status Report
indicating status of the

Credit Transfer
(Accepted / Rejected)

-l
|
o

Receiver's
FI

*A third party may be involved in the process between the financial institution and the rail.

Receiver

8a —p

Receiver notification
of successful funds
transfer

This section will point out considerations for sending institutions throughout the process flows but

will not provide the level of detail that will be covered in the receive processes. Future

publications will focus in greater detail on considerations for sending institutions.

The sender (an individual or business) initiates a payment with their financial institution (Fl),

who is a participant in the instant payment network, through an interface provided by the

financial institution such as an online or mobile banking application.

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. Another consideration for sending financial

institutions must be fraud controls. System limitations should be set based on the financial

institution’s risk appetite and “knowing your customer.”

Additional fraud screening of

transactions may be performed including sender’s behavioral patterns, device recognition, or

login history. Financial institutions will need to consider how to implement such fraud

screening systems and the staffing to support them.

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:

a. the message is properly formatted and not future-dated.

b. the routing number belongs to a network participant.
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4. The network sends the transaction to the receiver’s financial institution and monitors for a
response. 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 in five seconds
or less, including processing time, any OFAC/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 alerted. 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 but also allow the financial institution additional time to review the alert
and make a final determination to return the payment or make funds available to the
receiver. Operational considerations for managing these exceptions including systems and
staffing will be discussed in more detail in the Exception 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.

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 settlement account and credit the receiver’s financial institution settlement
account. For the RTP network, this will be the shared prefund balance 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 the
FedNow Service. In both networks settlement could occur through funding agents/
correspondent bank 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 and settled.

8. 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. When confirmation of acceptance or rejection of the
message is received from the network, the sender’s financial institution notifies the sender of
the status of the payment.
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Liquidity Management

Cash management and liquidity management are interconnected yet distinct concepts within the
realm of finance. Cash management primarily concerns itself with the day-to-day oversight of cash
flows and balances, ensuring that an entity possesses sufficient liquid funds to meet immediate
financial obligations. On the other hand, liquidity management adopts a broader perspective,
encompassing both short-term and long-term considerations related to cash and other liquid
assets, as well as various financial instruments. Its overarching goal is to maintain financial stability

while optimizing the utilization of financial resources across different time horizons.

Traditionally, financial institutions have relied on legacy batch systems for payment processing,
enabling them to forecast cash flows and guide cash management effectively. However, the advent
of real-time payments and continuous 24x7x365 payment processing has introduced a new

dynamic to managing cash flows.

In today's fast-paced financial landscape, both cash and liquidity management have become critical
components of modern financial systems. An organization's capital requirements strategy is
intricately linked to its ability to provide accurate reporting of available liquidity, which can be
challenging. The introduction of real-time gross settlement instant payment schemes, such as in the
United States, has added new dimensions to this task, with multiple cash positions to manage
simultaneously, including RTP prefunded positions, CHIPS® prefunded positions, and Federal

Reserve Master Account.

Real-time recognition of funds necessitates real-time account reconciliation to maintain up-to-date,
timely, and accurate account positions. Even for institutions primarily receiving value from other
network participants, monitoring, and managing these pools is essential for projecting future
account needs. Automated reconciliation tools in real-time play a pivotal role, enabling continuous
transaction matching and swift identification of discrepancies, allowing for prompt corrective action
when necessary. In this rapidly evolving financial landscape, robust cash and liquidity management
practices are indispensable for financial institutions to thrive and adapt to the changing dynamics
of the industry.

As payment systems become faster and more real-time, effective cash management becomes
paramount as it provides greater opportunities for cash earnings and investments. Financial
institutions should adapt their cash management strategies to ensure they have the necessary
funds to facilitate transactions and manage their cash flow effectively. Here are some key

considerations:
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M Real-Time Settlement
0 In areal-time payments environment, individual transactions settle instantly or within
seconds. This means that liquidity needs to be readily available to ensure outbound
payments across all payment rails can be processed. Without sufficient funding, some

payments may not be processed.

{1 Intraday Liquidity Monitoring
o Continuous monitoring of intraday liquidity positions is crucial in a real-time
settlement payment system. This involves tracking incoming and outgoing payments

throughout the day.

0 Financial institutions should ensure they maintain positive balances to prevent
overdrafts and payment failures. For example, it should be noted that financial
institutions cannot overdraw their position on the RTP Network. Additionally, financial
institutions maintaining a settlement account under the FedNow Service are required
to maintain actually and collected funds in that account to settle FedNow
transactions, consistent with Federal Reserve policies, including but not limited to the

Federal Reserve Policy on Payment System Risk.

o Consideration should be given to always monitoring and managing all the existing

liquidity positions.

0 System downtime may be predictable, system outages and gateway outages are not
and introduce the need for stand-in processes, dual site systems, and redundant
processing during these periods. When leveraging stand-in processing solutions, the
receiving institution is still obligated to post the payment to the recipient in
accordance with network rules. For the RTP Network this means ensuring proper pre-

funding as well as the ability to redirect/invest excess funds.

1 Access to Central Bank Facilities
0 Liquidity Management Transfers (LMT) in the FedNow Service are used to support
liquidity needs related to payment activity in the FedNow Service or another instant
payment system backed by a joint account at a Reserve Bank. LMT is currently
available for use between the hours of 7PM — 7AM ET Monday - Friday (excluding

holidays) and 24 hours on weekends and Federal Reserve holidays.
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I Stress Testing & Scenario Analysis
0 Stress testing and scenario analysis help institutions assess their liquidity resilience in
extreme situations. These exercises can identify vulnerabilities and help institutions
prepare for unexpected liquidity shocks. This is extremely important as the FedNow
Service is a new method of receipt and payment and as such there is no historical
data to derive trends and patterns.

1 Collateral Management

0 Some institutions may use collateralized borrowing to meet liquidity needs.

f Regulatory Compliance
0 Regulatory requirements regarding liquidity management may vary by jurisdiction.
Institutions must ensure compliance with these regulations, which may include

liquidity risk management standards and reporting requirements.

f Partnerships and Liquidity Pools
0 Financial institutions may form partnerships or participate in liquidity pools to

collectively manage liquidity and optimize cash positions.

1 Technological Infrastructure
0 Robust and scalable technology infrastructure is essential for real-time liquidity
management. This includes efficient payment processing systems, real-time
monitoring tools, and secure data analytics capabilities.
0 As noted above, provision for stand in processing during planned and unexpected

network and application outages.

Resources to Consider:

1 Predictive Analytics
0o To manage liquidity effectively, financial institutions can use predictive analytics and
modeling to forecast payment flows, actionability and anticipate liquidity needs.
0 Atrtificial intelligence (Al) can improve the ability to forecast future liquidity needs, but
a more important development will be the ability of Al to support confident decision-
making using the output from those predictions.

f Automated Liquidity Management Tools
0 Automation is key to managing liquidity in real-time. Automated tools can help
optimize cash positions and initiate fund transfers as needed.
0 Automated sweeps, transfers, and overdraft alerts can be integrated into liquidity

management systems.
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' New Reporting Tools

0 The Federal Reserve provides balance reports and has FedNow reports to assist with
account management and reconcilement functions.

0 Real-time balance inquiry reports are available via the FedNow Service and the
Account Management Information (AMI) application.

0 The RTP Network also provides end-of-day reports on the transactions that take place
each day for a participant as well as for funding agents.

0 The RTP Network Volume Calculator estimates how many RTP transactions a
depository institution will receive each month based on asset size.

0 The Clearing House provides functionality through APIs to request reports from the
RTP Network in real-time to support liquidity management.

Liquidity management in a real-time gross settlement faster payments world requires financial
institutions to be agile, technologically advanced, and proactive in monitoring and forecasting their
liquidity needs. With the right tools, strategies, and regulatory compliance, they can navigate the

challenges and opportunities presented by the evolving payments landscape.
Business Continuity & Resilience

Payments are critical to the efficient functioning U.S. financial system, and financial institutions can
mitigate risk with a focus on business continuity and operational resiliency. Business continuity and
disaster recovery practices prepare financial institutions for response to disruptions both planned
and unplanned. Operational resiliency has built upon this practice to enhance proactive measures
and minimize downtime during system issues, as well as document, communicate, and benefit from

lessons learned during disruption to business-critical operations.

Despite the absence of prescriptive U.S. regulations on Business Continuity and Operational
Resiliency, U.S. regulatory bodies including the Office of the Comptroller of the Currency (OCC),
the U.S. Department of the Treasury, and the Federal Financial Institutions Examination Council
(FFIEC) offer advisory and best practices for financial institutions’ operations. Further, payments-
oriented continuity and resiliency guidance from the Federal Reserve and Nacha on services
including ACH and Fedwire® Funds Service can be leveraged as financial institutions expand their

focus to real-time payments operational risk.

Financial institutions who support both instant payments (RTP Network and/or FedNow) and debit
card transactions from a single core system, should be mindful about the availability of credits
made during the off-line period. An in-bound instant payment credit made when the core is off-line
will not be visible to the debit card system (e.g., at an ATM) and a deposit made with a debit card

(e.g., at an ATM) will not be available to be sent as an instant payment while the core is off-line.
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To meet the instant network rules, Fls with cores that go off-line for nightly batch processing should
determine how they can make funds received through the instant payment network immediately
available to other payment channels including the card system. There are several options including

memo posting on a server outside the core and updating the core when it is back on-line.

Business-critical operations specific to instant payments systems RTP Network and FedNow come
from the introduction of 24x7x365 operations, automated reconciliation, and what is for many an
increased dependency on third-party service providers (TPSPs). Financial institutions are
encouraged to take such factors into consideration as they conduct their periodic review of
documented policies, procedures, and Business Continuity & Disaster Recovery (BCDR) plans for

business continuity and operational resilience.

Uptime Requirements

The RTP and FedNow networks operate 24x7x365 and as such, expect their participants to operate
in that manner as well. However, they understand that downtime may be needed and have thus
provided expectations/requirements to ensure minimal disruption to the network and end users.

It is important that financial institutions understand the uptime requirements for the network(s) to
which they are connecting. The timing of planned downtime as well as how many consecutive
hours an institution can be offline will vary by network. For instance, FedNow currently expects that

planned downtime will not exceed two consecutive hours, or twenty-four hours total per quarter.

The Federal Reserve does not have specific downtime windows but expects participants to plan
their downtime when expected transaction volume is minimal. FedNow and RTP also provide sign
on/off and connect/disconnect functionality, including broadcasts, to help participants manage
downtime. The RTP network expects participants to have at least 99.5% continuous connectivity,
with the goal of requiring a 99.9% connectivity standard in the future. The Clearing House allows
participants to utilize a maintenance window for scheduled maintenance and will not count the first
eight hours per calendar month towards their continuous connectivity requirement. The

maintenance window is over a period of four hours every Sunday between 2:00AM and 6:00AM ET.

Understanding the requirements as well as how the financial institution performs maintenance will
be imperative. Conversations should occur early in the process to understand potential points of
failure, identify mitigation or remediation steps, and assign owners to ensure internal processes or
maintenance procedures can meet network requirements. Financial institutions may consider

implementing “stand-in processing” to minimize the impact of downtime.
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Additionally, there will be times when a financial institution must utilize unplanned downtime and
sign off the network. In these situations, it is important to have a plan in place to ensure the
networks are notified and can collaborate and provide guidance on next steps. Particular
consideration should be given to managing accountholder and end user reactions to downtime
amidst expectations of 100% availability. Regardless of the type of downtime being utilized, there
are operational considerations which are important to think through. For instance, identifying
individuals to serve as the point of contact and notify the network(s) of downtime, understanding
the process, as well as who will be responsible for signing off and on the network, and any
escalation procedures that should be considered. These considerations, especially processes for
signing off during downtime, are critical to preserving the health of the instant payment networks.

If an accountholder’s experience is going to be impacted due to downtime, the best practice is to
communicate directly with accountholders and provide any applicable information or expected
timing. Financial institutions should consider if, when, and how best to communicate this

information to accountholders.

Financial institutions should also consider how they will stay appraised of other participants’

downtime, to ensure rejected messaging is minimized.

Lastly, understanding how a financial institution ensures it meets the network(s) requirements is
critical. A few questions to consider: Is this something a Third-Party Service Provider (if applicable)
will provide, or will the financial institution need to build out a method to monitor this in a different
manner? Will the financial institution be alerted—or does it have alerts built out—to notify
applicable teams when unexpectedly signed off the network? Having a plan and ways to monitor
this will ensure the financial institution is not only meeting the requirements, but also provides the

opportunity to identify a potential issue as quickly as possible.

Weekend & Evening Support

Adoption of real-time payment schemes drives the necessity to reevaluate operational resiliency
and adapt to providing services 24x7x365, including provision of weekend and evening support.
An expansion of critical payments operations to weekends, evenings, and holidays introduces
material operational risk as compared to the existing support structure built around batch
processing windows and traditional business hours.

Financial institutions must establish documented processes for handling off-hour operations.
Mapping exercises and scenario testing can expose operational interdependencies and

weekend/evening processes underlying critical operations delivery unique to the organization.

Operational Considerations for Receiving Instant Payments
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Automated reconciliation during non-standard working hours is an example of operational activity
linked to instant payments, which offers benefits of decreasing variations and increasing
consistencies. However, automatic reconciliation can also have a compounding effect and drive
automated errors. Much of the automated reconciliation process happens out of sight, particularly
on weekends and overnight, and it may become difficult for employees to flag errors and

remediate.

Financial institutions must place an emphasis on 24x7x365 transaction monitoring and clearly
define who is responsible for this and the actions they should take when fraud is suspected, or
outages occur. Transaction monitoring is especially important in times of unplanned downtimes,
where Fls hold the responsibility to respond to and reconcile instant payment network messages
that accumulate, as well as those messages dropped from the queue due to expiration or

exceeding queue depth.

Escalation Procedures

Proactive definition of escalation procedures ensures procedural guidance is in place for when
system issue instances arise. Financial institutions should establish clear decision points with trigger
criteria, including the severity and impact of the issue. During business hours, Fls participating in
the payment network are often the first to identify network system issues, and their timely reporting

and notification to necessary parties drives expedient escalation and remediation.

A financial institution may want to plan for and define escalation procedures as it relates to various
processes within the instant payment lifecycle such as excessive errors or timeouts, posting errors,
out of balance reconciliations, or getting signed off the network unexpectedly, to provide a few

examples.

One critical aspect of effective escalation procedures is defining who has the authority to make
escalation decisions when system issues occur. This may involve senior executives or designated
incident response teams within financial institutions or service providers. Implement communication
protocols and outline escalation chains for communications that ensure prompt contact and
reporting to decision-makers, even during off-hours.

Parties in the Escalation Chain:

1. Network Operators, such as the Federal Reserve and The Clearing House, should be
immediately informed when issues impact the entire network’s functionality.
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2. Participant/Customer call centers are often the first line of defense in the event of fraud

and suspicious activity.

3. In cases where third-party service providers (TPSPs) are responsible for facilitating

transactions, they must play an active role in escalation and information exchange.

4. Regulatory bodies should also be part of the escalation chain to ensure transparency and

adherence to regulatory requirements.

For the RTP network, operating rules outline that in times of emergency leading to disruptions of
RTP operations, the Chief Executive Officer of The Clearing House may exercise the authority to
instruct participants to refrain from sending payment messages, payment message responses, or
non-financial messages until issue resolution.* The CEO may also temporarily alter RTP operating
rules or technical specifications. Any actions taken in response to system disruption will be

promptly communicated to the business committee and RTP Network participants.

Similarly, in the event of an emergency or failure of the Reserve Bank’s hardware, software, data
transmission, or operations facilities, messages via the FedNow Service may be delayed until
resolution. For the FedNow Service, operating rules dictate that participants and service providers
experiencing unplanned downtime establish monitoring and alerting systems to address availability
issues promptly, to contact the Federal Reserve Support Center for guidance in the case of
unplanned downtime for instruction on actions to take, and if necessary, sign off from the service so

FedNow can inform other participants.®

Contingency Plan

A comprehensive contingency plan is critical for financial institutions participating in instant
payment network(s), enabling them to maintain resilience and continuity in the face of unexpected
disruptions. A well-crafted contingency plan should involve continuous monitoring for anomalies,
especially anomalies in message counts, using alert systems to detect unusual patterns. It should
also incorporate robust measures to manage transaction duplicates efficiently and prevent

inaccuracies.

Important to the contingency plan is the action plan, which requires a comprehensive risk
assessment to identify potential points of failure and mitigation strategies for various scenarios.
Service level agreements (SLAs) for communications in tandem with clear documentation and well-

defined process flows can ensure a smooth escalation process, even during traditional off-hours.
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Performance Monitoring

Performance monitoring is a critical piece of consideration to ensure a financial institution’s system
is working as intended and that any potential accountholder impact is addressed as quickly as
possible. This includes having alerts set up to quickly identify and monitor any unusual activity.
Below are a few areas to consider adding monitoring around (although this is not all

encompassing):

1 Rejects — Understanding the volume of rejects as well as monitoring any sudden increase in
rejection rates. It is important to ensure accurate reject codes are being utilized and to use

rejects as an opportunity to talk to accountholders about how to effectively utilize the system

if applicable.

I Posting Failures — Ensure there is visibility into posting failures as well as a process or way to

be notified if one occurs.

f Response Times — Monitoring or trending response times can provide visibility into system

performance as well as any SLA requirements.

7 Sign-On Status — Visibility into the current connection status with the network through

internal reporting or through applicable network portals.

Third-Party Risk Management

Third-Party Service Providers’ (TPSP) involvement in business-critical operations indicates a degree
of reliance for the FI, necessitating a revisit of policies and procedures on the entire vendor
lifecycle, from onboarding, to continued vendor management, to offboarding. New "aspects”
which a third party would benefit from for real time payments include 24x7 support incident
management, run time, and high resiliency availability. Risk management procedures should be

adjusted to account for these new aspects.

Representation from the relevant business workstream lead, as well as procurement, risk, and legal
teams is essential to gaining a comprehensive input on vendor search and selection. The vendor
evaluation process should include predefined assessment criteria, a formal document request, and
interviews with key vendor representatives and existing accountholders as inputs to a rationalized

final decision on vendor choice.

Operational Considerations for Receiving Instant Payments
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TPSP/vendor attributes that are key to a due diligence include existing policies & procedures,
compliance training, strategy & reputation, information security practices, service delivery
capability, financial condition, executive qualifications, Know Your Customer (KYC) and Anti-Money
Laundering (AML) check results, insurance coverage, and company history. Further, impact to
customer, business operations, reputation, and cost of contract should comprise an operational risk

assessment.

After completion of the necessary due diligences, the selection of a TPSP partner, completion of
contract negotiations, and implementation, the financial institution should monitor the TPSP, with
regular reviews on an annual basis (at minimum), to confirm continued compliance with contractual
obligations and to confirm assessments in risk, security, operational, and controls remain within
thresholds of comfort as well as understanding the TSTP’s future product roadmap to identify

additional assessment needs or new intervals for reviews.

When a relationship with a TPSP ends or is terminated, procurement and risk teams at the Fl should
maintain procedures by which documentation is adequately transitioned to appropriate parties and
sensitive data is destroyed from vendor systems, as well as document lessons learned from the

vendor relationship.
Staffing Needs & Training Requirements

As a financial institution prepares to enable the receipt of instant payments, employee needs will
need to be evaluated. Due to the instant nature of these payments, many Fls have been able to

support their instant payment operations without having to increase staffing. Depending on how
each organization is structured, there may be an opportunity for existing departments to absorb

any operational needs to support instant payments and/or explore opportunities to increase

automation and alerting capabilities. Key areas to consider within the evaluation include:

Application and Customer Support - to support 24x7x365 processing
Operations - processing return requests, reporting, and monitoring
Fraud - fraud alerts and fraudulent related return requests
Accounting/Treasury - reconciliation and funding

Compliance/BSA - audits, disclosures, OFAC

= =4 —a —a -

Once live, it will be important to continually keep a pulse on network activity and different use
cases that may require additional resources or support. The more familiar the organization becomes
with how the network works, the easier it will be to assess potential staffing impacts associated with
enabling send/request for payment capabilities.
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Training for All Employees (Fundamentals)

Ensuring all employees understand what instant payments are and how they work will be vital to
successful implementation. The depth of training needed may depend on the financial institution's
adoption of other faster payment products and how familiar employees are with those options. For
instance, if Zelle®is a product offering that the financial institution supports, the employees would
be familiar with the concept of immediate funds availability but would need training around the
immediate settlement and irrevocability of the funds. A key differentiator when discussing Zelle
versus the RTP Network and FedNow, is that Zelle is a product, whereas RTP and FedNow are
payment rails that a product could settle over. Regardless of the financial institution’s faster
payments journey, awareness training will be needed to ensure all employees understand the

benefits and how it is being implemented at their organization.

Education around use cases will be beneficial for employees to understand how these rails are
being utilized as well as how accountholders can take advantage once the financial institution is live
on the network(s). The U.S. Faster Payments Council Use Case Repository offers an opportunity to
learn more about use cases® that may benefit the financial institution’s accountholder customer
base. In a receive-only capacity, use cases will depend on who the accountholders work with and

whether they are enabled to send instant payments.

Lastly, it is important for employees to understand that organizations must sign up and enable the
ability to receive and/or send instant payments, it is not something currently offered by all Fls. A list
of financial institutions lives on each network,’ is available to and can be a resource for both

employees and accountholders.

Training for Frontline Employees

From a customer service perspective, training documents and materials, along with a standard
script with escalation triggers, can be utilized to provide service to accountholders. It is important
to ensure that there is factually correct information being given out to accountholders and a system
to ensure follow-up in case escalation is needed and a resolution cannot be provided instantly. All
these workflows and escalation triggers need to be well documented and easily accessible to
frontline employees to provide 24x7x365 support to accountholders. As a receive only financial
institution, it may be infrequent that frontline employees receive questions on instant payments,
making it imperative that resources are both easily accessible and understandable. Consider the
best way for employees to easily obtain this information, such as a manual, list of FAQs, video

education, or a combination of several different, readily available resources.
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Training for Sales Employees

Sales employees play a critical role in the proliferation of knowledge to accountholders and in
creating interest in new products and services. Most financial institutions begin their journey into
instant payments in the receive-only mode, and it will be critical for sales employees to begin to sell
the benefits of that connectivity to accountholders. Creating a buzz around instant payments will
set the stage for the financial institution’s progression into send capabilities and the institution's
ability to monetize the products built on the new rails. There are two distinct sales groups that will

need to be trained in discussing the benefits of instant payments and how to sell them.

Branch and call center employees are often the first employees that come into contact with
accountholders, and nearly all sales conversations begin with these employees. These employees
need to understand how to leverage the financial institution's ability to receive instant payments to
differentiate the financial institution from others that have yet to adopt instant payments. Selling
the benefit of instant payments should enable sales employees to increase the conversion of non-
accountholders to accountholders as well as deepen existing accountholder relationships. While
consumer adoption of instant payments may not be a source of revenue for the Fl, the ancillary
products and services that can be sold to new accountholders can be a way to drive revenue.

Treasury Management (TM) teams will need to be able to explain the benefits of being able to
receive instant payments to their commercial accountholders and set the stage to eventually sell
those same customers on the ability to send instant payments. Sales employees should focus on
the benefits of instant payments, including the immediacy and irrevocability of the payments as
well as the increased ability to receive information related to the payment as part of the message.
For example, the ability of a building supply company to receive an instant payment could enable it
to ship products faster or collect on delivery rather than waiting for payment in slower traditional
payment channels. The benefits of instant payments will enable TM employees to differentiate the
financial institutions offering from others. The ability to articulate and sell accountholders the
benefits of receiving instant payments will lay the groundwork for selling send capabilities and help

TM employees identify future pilots and sales opportunities when send capabilities are available.

Specialized Training for Back-Office

Specialized training will be needed for certain departments to understand their role and
responsibilities related to instant payments. The RTP and FedNow networks have nuances, where
training may require callouts on key differences between the rails. Below are a few areas to consider
when building out a training plan for employees:
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Accounting: One of the fundamental differences between existing payment rails and instant
payments is the immediacy of the settlement of the transactions and the 24x7x365
operational environment. Accounting employees will need to be trained in the reconciliation
of settlement accounts, which will require changes to the existing reconciliation of the
Master Account for FedNow and a new reconciliation of the pre-funded balance account for
RTP. When the financial institution begins offering send capabilities, accounting employees
will need to develop and be trained in forecasting and funding methods for both FedNow
and the RTP Network.

Operations: Operations employees will need to be trained in handling issues related to
requests for the return of funds and instances where the financial institution accepts a
payment without posting. Training will also need to include troubleshooting issues or

reconciliation issues related to the posting of transactions to customer accounts.

Compliance: Compliance employees are responsible for ensuring that they update
customer-facing disclosures, policies, and procedures as instant payment rules and
regulations change. They will also need to collaborate with other internal stakeholders to
ensure that regular risk assessments are performed on instant payment products to ensure
that the organization's risk stance is appropriate and commensurate with the level of risk
instant payment products present. To perform these functions, it will be critical that
compliance employees are provided with training on the rules and regulations that govern
instant payments and that they receive ongoing training as those rules and regulations
change.

Fraud: On top of understanding the nature of instant payments, a financial institution's fraud
employees will need to understand the reporting requirements related to fraudulent
transactions and how to submit the information to the respective network(s). Employees will
need to understand the type of fraud monitoring in place for instant payments and have
procedures to follow when alerts are received. Training will also need to be completed for
investigating return requests related to fraud. It will be critical that investigative employees
are familiar with the irrevocable nature of instant payments and the responsibilities of both
the sender and the receiver.

IT: Technology teams will need to understand the message flows and the different network
specifications to support the processing of payments 24x7x365. Documenting procedures
and the teams that need to be involved when an issue is identified will be important in
ensuring issues get resolved as quickly as possible. If utilizing a third-party service provider,
staff should understand when and to whom any issues should be escalated.
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Accountholder Support, Education & Disclosures

Accountholder Support & Education

Supporting accountholders with instant payments is not significantly different from supporting them
for any of their other products and services. For example, staff will be helping accountholders
during branch transactions, on the phone at the call center, on the website, with their online
banking solution, etc. Below are some key factors to consider as a financial institution develops
accountholder support and education and establishes internal processes to fully support them with

receiving instant payments.

Benefits: Help accountholders see the various benefits of receiving instant payments. Consider
using testimonials, stories, or examples of use cases to drive home the message that instant
payments can help them get paid more quickly, have access to the funds right away, and feel
secure knowing that the funds received will not be rescinded. Notable benefits for the
consumer receiving an instant payment include immediate funds availability and confirmation

for the originator that funds were received.

Educational Content & Resources: Provide educational content and resources to help users
understand how to use instant payments securely. Provide clear instructions and customer
support channels for any questions or issues. This could include FAQs, video tutorials, and blog
articles. It is important to remember when educating customers that they are not familiar nor
aware of network specific names like FedNow or RTP and therefore education should be
regardless of network.

Managing Accountholder Expectations: Managing accountholders’ expectations from the get-
go is another key consideration. For example, provide communications that demonstrate the
types of messages or transaction descriptions they will see on their accounts when they receive
an instant payment. Also, help them understand that while the funds will be made available to
them within seconds, on occasion the institution may need more time to review the transaction
more closely as an additional security precaution. Finally, if the institution anticipates charging
their accountholders to receive instant payment transactions, be sure to communicate that with
them early so they are aware prior to their first receipt.

Transaction Messaging: Although it happens quickly, instant payment transactions include
multiple messages that are exchanged throughout the process flow. The financial institution
should help accountholders understand how they will know if they receive an instant payment
and how they will be informed (i.e., via SMS, online banking, etc.). Given accountholders do not
speak in ISO 20022, the institution may need to convert the data-rich message into a human-
readable format.
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Frequently Asked Questions (FAQ): A financial institution may also consider creating an FAQs
document to share with accountholders to assist them in understanding some of the most
frequently asked about topics such as:

When can | start to receive instant payments?

Is authorization required to receive transactions?

How can | receive money?

When will | get access to the funds?

What account number do | provide to receive instant payments?

Is it safe to share my account information with a trusted party?

= =4 =4 4 4 A -2

What is this money deposited to my account? | do not think it belongs to me.

Disputes: Even on the receiver's side, there may be times when an accountholder receives
funds they did not anticipate or do not belong to them. Financial institutions should establish a
clear process for handling disputes related . a
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