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DISCLAIMER

PaymentsFirst, through its Direct Membership in Nacha, is a specially recognized and licensed provider of ACH education,
publications and support.

Payments Associations are directly engaged in the Nacha rulemaking process and Accredited ACH Professional (AAP)
program.

Nacha owns the copyright for the Nacha Operating Rules & Guidelines.

The Accredited ACH Professional (AAP) and Accredited Payments Risk Professional (APRP) is a service mark of Nacha.

This material is derived from collaborative work product developed by Nacha and its member Payments Associations and is
not intended to provide any warranties or legal advice and is intended for educational purposes only.

This material is not intended to provide any warranties or legal advice and is intended for educational purposes only.

This document could include technical inaccuracies or typographical errors, and individual users are responsible for verifying
any information contained herein.

No part of this material may be used without the prior written permission of PaymentsFirst.
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Mobile Deposit Capture (MDC)

Risk management in Mobile Deposit Capture
 essential to prevent fraud,

- enhance operational efficiency, and
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Common Fraud Schemes Targeting MDC

Check Alteration
and Counterfeit
Checks

BTN
¥ B

MDC systems face risks from

altered or counterfeit checks,
exploiting validation
weaknesses and requiring

robust detection methods.
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Deposit Laundering
Schemes

Fraudsters use deposit
laundering to obscure illegal
funds through complex
transaction layering,
demanding advanced

monitoring and analysis.
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Strategies to
Combat MDC Fraud

Institutions must implement
multi-factor authentication,
image quality controls, and

vigilant transaction

monitoring to prevent fraud. ¢+
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Indorsement

e Payee must indorse check to deposit, cash or transfer ownership of
the instrument (BOFD option for Indorsement if deposited into

payee’s account)

* |Indorsements:
— Payee or Subsequent Holder
— Depositary Bank
— Subsequent Processing Institutions
e Payee Indorsement must include authorized signature or stamp but

need not be in the exact name of the named payee. The
Indorsement need be only made in a name “substantially similar” to

that of the payee

— © 2025 PaymentsFirst All rights reserved
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Types of Payee Indorsements
* Blank
Wary Swith
e Special
Wary Swith
Pay to the ordern of Gilly Bob
* Restrictive
Wary Swith
For Wobile Deposct Only
at 4G Financial Tnostitution
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What Types of Payee Indorsement Should Be Required?

: ENDORSE CHECK HER
- x_[Yowr Signature Herel
For Mobile Deposit Ondy
o At AB( Financial Tustitution
LHECLK HERE 1F MUBLLE DEPUSLI
: WRITE. STAME OR SIGN B Do not write, stamp, or sign below this line

Yes!
Restrictive
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Transfer and Presentment Warranties

Who gets which warranties:
Payor Bank (drawee) gets the presentment warranty

Collecting banks and their customers (transferees) get the transfer warranties

UCC Transfer Warranties: Made to a person or collecting bank

UCC Presentment Warranties: Made to the drawee (Paying Bank) that pays the item

© 2025 PaymentsFirst All rights reserved



Identifying Fraud Risks in MDC

Indicators of Fraudulent Deposits

Fraudulent deposits often show unusual
patterns like multiple deposits below

detection thresholds, poor image quality,

altered check details, and inconsistent

© 2025 PaymentsFirst All rights reserved

Technology Enhancing Fraud Detection

Advanced technologies such as Al,

/11117

machine learning, and image recognition

enable real-time analysis and flagging of

suspicious deposits in Mobile Deposit

Capture.
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Case Studies: Fraud Incidents in MDC

h B

| : ) :

Analysis of Notable Fraud Cases Best Practices from Case Studies
Fraud schemes targeting MDC include Effective fraud mitigation involves multi-
check alteration, counterfeit checks,and ~ factor authentication, image quality
\ deposit laundering. Key red flags are controls, advanced machine learning

\‘ inconsistencies in check images and monitoring, staff training, and continuous

ﬂ,o c:bnormc:l deposit patterns, which help updates to fraud controls to reduce losses
refine detection strategies. and maintain trust. /

Y1
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Operational Efficiency in MDC

Impact on Customer Satisfaction
Mobile Deposit Capture (MDC) enhances customer satisfaction by enabling seamless

deposit management anytime and anywhere, resulting in faster processing and

improved user experience.

: i

Cost Reduction Strategies
MDC reduces operational costs by minimizing physical branch visits, streamlining

back-office processes, cutting paper usage, and optimizing staff allocation to lower

transaction expenses.
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Compliance Requirements for MDC

Customer Identification (KYC)
Robust KYC processes verify customer identities to prevent fraud and comply with anti-

money laundering regulations, involving accurate data collection and continuous

monitoring.

: i

Recordkeeping and Audit Trails

Comprehensive logs of transactions, deposit images, and user actions are securely

stored to support regulatory audits and ensure transparency and compliance.

© 2025 PaymentsFirst All rights reserved .| /Bl
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Managing Risk through Compliance Programs

Developing Compliance Policies

Establish robust policies aligned with regulatory requirements and industry best
practices to manage MDC risks effectively, covering KYC, recordkeeping, fraud

detection, and escalation procedures.

Employee Training Initiatives

Implement comprehensive training on regulatory requirements, fraud risks, and

security protocols to foster risk awareness and ensure proactive fraud

prevention among staff.

© 2025 PaymentsFirst All rights reserved (‘1[\,:1{ /Bl



Technology and Compliance: Ensuring

Data Security

Encryption and Secure
Data Transmission

Robust encryption and
secure transmission
protocols like TLS protect
sensitive financial data
during mobile deposit
capture, ensuring data
integrity and regulatory

compliance.

© 2025 PaymentsFirst All rights reserved

Privacy Considerations in
Mobile Deposit Capture

Compliance requires
limiting data collection,
securing consent, and
protecting personal
information, following
privacy-by-design
principles and regulations
such as GDPR.
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Summary and Key Takeaways

1
Fraud Risks and Mitigation Strategies —D

Mobile Deposit Capture faces risks like check
alteration and counterfeit checks. Advanced

detection technologies and multi-factor

authentication are key to prevention.
2 o . .o o
[j Operational Efficiency Best Practices

Standardizing procedures and automating tasks

reduce errors and processing time, enhancing

customer satisfaction and reducing branch

workload.
Key Takeaways for MDC Success 4[3]
mbining fraud prevention with operational best

2 1|
Q

practices and continuous technology
‘

improvements ensures risk management and

superior customer experience.
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Technology Vendors and Solutions for MDC

Criteria for Selecting Technology Partners

Choosing MDC vendors involves assessing fraud prevention capabilities, regulatory compliance support, operational
efficiency, and customer satisfaction enhancement. Ideal partners provide advanced fraud detection using machine
learning, ensure compliance with regulations like 21 CFR Part 11, offer comprehensive training, and integrate seamlessly with

existing banking systems for real-time monitoring and optimized workflows.

5 .

Evaluating Effectiveness of MDC Solutions

Effectiveness is measured by compliance streamlining, operational impact, and customer experience improvement.
Solutions should support multi-factor authentication, image quality control, automated fraud detection, and provide
detailed reporting for audits. Continuous KPI monitoring is essential to ensure ongoing success in fraud prevention and

process optimization.
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Training Programs for Staff on MDC Risk

Curriculum Design and
Delivery

Develop comprehensive

training covering MDC fraud

types, operational efficiency,

compliance, and risk
detection technologies

using interactive and

© 2025 PaymentsFirst All rights reserved

Measuring Training
Effectiveness

Implement evaluations
including pre/post
assessments, incident
tracking, and participant
feedback to ensure training
meets objectives and
supports continuous

improvement.




Customer Education and

Communication Strategies

Educating Customers on
Safe Practices

Providing interactive
sessions and clear
guidelines helps customers
recognize fraud tactics and
securely use mobile deposit

services, enhancing trust

© 2025 PaymentsFirst All rights reserved

Effective Handling of
Inquiries and Complaints

Timely, empathetic
responses and trained
support teams ensure
prompt resolution of issues,
fostering transparency and
continuous service

improvement.
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Incident Response and Fraud Investigation Procedures

Structured Steps for Fraud Collaboration with Law .

Importance of Documentation
Detection Enforcement .

and Compliance
Follow a detailed incident Engage authorities for significant
response plan including fraud cases, share forensic Maintain comprehensive records
detection, containment, evidence, comply with legal for audits and regulatory
investigation, documentation, requirements, and maintain compliance, ensuring all actions
notification, remediation, and ongoing communication to are logged and information

review to limit damage and support investigations. sharing respects data privacy

ecover swiftly. laws.

© 2025 PaymentsFirst All rights reserved s V <\
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Emerging Risks in Mobile Deposit Capture

Cybersecurity Threats in Mobile Deposit Capture

Mobile Deposit Capture systems face significant cybersecurity risks including malware, phishing, and
unauthorized access. Protecting mobile devices, employing encryption, and ensuring secure app

development are essential to safeguard data confidentiality and integrity.

Evolving Fraud Schemes Targeting Mobile Deposits

Fraud schemes such as check alteration, counterfeit checks, and deposit laundering are increasingly
sophisticated. Advanced fraud detection technologies, multi-factor authentication, and employee training

are critical to identify and prevent fraudulent activities effectively.

© 2025 PaymentsFirst All rights reserved
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Leveraging Data Analytics for Fraud Detection

Types of Analytics Used in Fraud Detection

Data analytics identifies unusual transaction patterns using descriptive, diagnostic, predictive, and

prescriptive analytics to enhance fraud detection capabilities.

@ | Role of Predictive Modeling

Predictive modeling applies machine learning to detect anomalies, assign risk scores, and enable real-time

monitoring for effective fraud prevention in MDC.

© 2025 PaymentsFirst All rights reserved la?
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Role of Artificial Intelligence in MDC Risk Management

Al Applications in Detection

Al enhances MDC risk management by enabling real-time fraud detection through machine learning and

predictive analytics, identifying anomalies and complex fraud schemes with high accuracy.

: :

Benefits and Limitations of Al

Al improves detection rates and operational efficiency but requires large datasets, human oversight, and

careful handling of privacy and regulatory compliance challenges.

© 2025 PaymentsFirst All rights reserved
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Vendor Risk Management in MDC

Assessing Third-Party Risks Contractual Considerations
Conduct thorough due Establish clear contracts
diligence on vendors to defining data privacy,
evaluate compliance, security standards, incident
security protocols, and response, and audit rights
operational performance to to ensure vendor

mitigate risks such as data compliance with risk
breaches and fraud. management policies.

© 2025 PaymentsFirst All rights reserved
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Business Continuity Planning for MDC
Preparing for Disruptions
© Organizations must anticipate operational interruptions such as technology failures, cyberattacks, and
L natural disasters through comprehensive risk assessments targeting MDC vulnerabilities.
>
Ensuring Service Availability
= Implementing redundant systems and recovery protocols, including data backups and failover

mechanisms, enables rapid restoration of MDC functionality and minimizes downtime.

Coordinated Response Planning
o

Collaboration among compliance, IT, operations, and customer service teams is essential to develop 6

cohesive business continuity plan addressing technical, regulatory, and customer needs.

© 2025 PaymentsFirst All rights reserved



Legal Considerations in MDC

(4]

(5]

LP

Understanding Liability in MDC

Liability arises from fraud, errors,
or security breaches. Institutions
must define responsibilities and

customer obligations clearly,

referencing relevant policies and
egulations to establish liability

frameworks.

© 2025 PaymentsFirst All rights reserved
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Effective Dispute Handling

Dispute resolution requires
documented processes for
investigation, communication,
and escalation. Maintaining
records and audit trails ensures
transparency and regulatory

compliance.

LT_I

Legal Compliance in MDC

MDC operations must comply
with laws on financial
transactions, data privacy, and
anti-fraud mandates. Utilizing
compliance tools helps monitor

status and prepare for audits.
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User Authentication and Access Controls

@7 Best Practices for Secure Access

Implement multi-factor authentication combining passwords, devices, and biometrics to reduce
unauthorized access risks. Enforce strong password policies with complexity and regular updates. Use

session timeouts and automatic logouts to protect unattended devices.

[Zj— Role-Based Access Control

Restrict user permissions based on organizational roles following the principle of least privilege to

Minimize internal misuse and errors.

Managing Permissions Effectively

Conduct regular audits and promptly update access rights, revoking permissions for role changes or

departures. Use centralized dashboards to monitor activity and detect anomalies.

© 2025 PaymentsFirst All rights reserved



Data Privacy and Customer Consent

) 0

By

)

/2
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Compliance with Privacy Laws

Mobile Deposit Capture systems must adhere to data
protection laws by implementing encryption and
secure protocols to safeguard customer information

and maintain regulatory approval.

© 2025 PaymentsFirst All rights reserved

Managing Customer Consent

Explicit customer consent is essential, requiring
transparent communication about data use and
storage, with clear records and options for consent

revocation to ensure compliance and trust.
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Continuous Improvement in MDC Risk Management
Importance of Feedback Loops and Reviews T
P P Holistic Risk Management Approach
Regular feedback loops and reviews identify Incorporating quantitative analytics, frontline feedback,
vulnerabilities and improve MDC risk management by and customer insights ensures a comprehensive view of
leveraging data from monitoring systems, incident risk and supports continuous improvement in MDC risk

reports, and audits. management.

. £y

Adapting to Regulatory and Fraud Changes

Organizations must update policies, enhance
technology with advanced fraud detection, and

continuously train employees to respond to evolving

fraud and regulatory landscapes.

© 2025 PaymentsFirst All rights reserved
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Customer Support and Dispute Resolution

¢ Efficient Handling of Errors and Claims : Prompt and accurate resolution of MDC errors such as misprocessed

deposits and delayed credits is essential to maintain customer satisfaction and operational reliability.

e Strategies for Maintaining Customer Trust : Transparent communication, customer education on secure MDC

usage, and proactive fraud mitigation techniques are key to building and sustaining trust.

¢ Integrated Approach to Customer Support : Combining trained staff, advanced technology, and clear

communication ensures effective dispute resolution and enhances the overall customer experience.

© 2025 PaymentsFirst All rights reserved
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Building Resilience in MDC Operations

@ Risk Mitigation Strategies
Implement robust controls like multi-factor authentication, image validation, and real-time monitoring to
reduce fraud and operational errors. Enhance compliance with clear policies and continuous employee

training.

Crisis Management Planning

Develop incident response procedures and business continuity plans to quickly address fraud, technical

issues, and outages, ensuring minimal impact on customers and operations.

© 2025 PaymentsFirst All rights reserved
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Considerations in MDC

Transparency in Mobile Deposit

Fair Treatment of Customers Accountability and Security

Services
( ) ( ) ( )

Customers should receive clear Institutions are responsible for

Financial institutions must ensure ,

, o information about policies, risks, protecting customer data,
fairness by providing clear , , ,
, ) , security measures, and their implementing fraud prevention,
deposit terms, timely processing, o _ _
, , , responsibilities to promote mMaintaining audit trails, and

and equitable dispute resolution _ .

openness and understanding. cooperating with regulators

to maintain customer trust.
promptly.

© 2025 PaymentsFirst All rights reserved /(1( ! J =\
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Future Outlook and Strategic Recommendations

N N

| e ) e |

Preparing for Evolving Risks Strategic Priorities for MDC

: : . Key strategies include enhancing fraud controls with
Mobile Deposit Capture (MDC) faces growing risks

—_— , machine learning, optimizing processes through
from sophisticated cyber threats and evolving fraud 9 OP IP J

N . automation, ensuring regulatory compliance,
schemes. Organizations must use Al and predictive

: . L investing in secure technology, fostering risk-aware
analytics for real-time anomaly detection, implement

, o . culture, and engaging customers to maintain trust
continuous monitoring, and maintain regulatory

, _ and operational resilience.
Jwareness to proactively manage these risks.

© 2025 PaymentsFirst All rights reserved



__Risk Area

Duplicate
presentment

Indorsement
problems

Altered or
counterfeit
items

i
-Kiting/funds
=availability
abuse

ey

Description

Same check
deposited more than
once (same or
different institutions)

Missing, improper, or
forged indorsements

Fraudulent checks or
altered
amounts/payees/sec
urity features

Cycling
deposits/withdrawals
to exploit availability

Mitigation Strategies

Real-time and batch duplicate detection (hash MICR, amount, date,
account)

Deposit limits and velocity controls

Require restrictive indorsement (“For Mobile Deposit Only” +
account/identifier)

Customer education on destruction timelines and no redeposit

Mandatory indorsement text: “For Mobile Deposit Only at [Bank Name]”
+ signature + account number

Image analytics to verify presence/legibility of indorsement
Front/back image quality checks; block if absent

Random audits for high risk segments

Validate check stock/security features; positive pay integration
Anomaly detection on payor patterns and amounts

- Staff training on spotting suspicious checks

Risk-based holds tied to tenure/behavior
Monitor linked account transfer cycles
Velocity controls on frequency/amounts



__Risk Area

Image quality/truncation
errors

Third-party
checks/restrictive
indorsement violations

Duplicate channel
conflicts

Regulatory/compliance
(Reg CC, UCC, FFIEC)

yd

-Account
“takeover/identity fraud

Description Mitigation Strategies

Poor capture (cut -
edges, skew, glare) -
causing read errors -

Improperly
transferred checks -
or ignored -
restrictions

Item deposited via -
mobile and later

presented -
physically -

Noncompliance

with -
legal/regulatory -
guidance and -
agreements

Fraudulent access -
to account -
depositing items -

Auto-capture with edge detection, de-skew, glare reduction
Require front and back images; block poor quality
Feedback loops to tune rejection criteria

Disallow third-party checks via MDC or route to branch
Detect “Pay to the order of” chains via OCR

Require marking after successful mobile deposit (“Deposited via
Mobile [date]”)

Encourage destruction after retention period (e.g., 14—30 days)
Back-end reconciliation with clearing/image exchange records

Comprehensive RDC/MDC agreements and disclosures
Clear funds availability/holds/indorsement requirements
Periodic compliance reviews/audits aligned to FFIEC guidance

MFA, device binding, behavioral biometrics
Risk-based step-up verification for new devices/high amounts
Geolocation, device fingerprinting, IP reputation

ey



__Risk Area

Insider/employee
fraud (business
RDC)

Operational
failures/outages

Data
security/privacy

Legal
disputes/customer
complaints

New
_customer/high-
=risk segments

ey

Description

Internal misuse by
business users

System or connectivity
failures disrupting
processing

Exposure of
Pll/account data in
images/metadata

Claims over unpaid

items, delays, denials

Thin-file, recent
openings, or atypical
behavior

Mitigation Strategies

Segregation of duties (depositor vs approver)
Dual controls and user-level limits
Detailed activity logging and anomaly detection

Redundant pipelines and storage
Fallback procedures and customer communications
Regular DR/BCP testing, including image exchange connectivity

Encrypt in transit and at rest; role-based access controls
Secure coding; periodic testing of app/APIs
Data minimization and compliant retention schedules

Transparent dispute resolution and timelines
Detailed audit trails for decisions/actions
Proactive notifications about holds/rejections/next steps

Tiered limits and longer holds based on tenure/risk
Progressive enablement with limit expansion over time
Enhanced verification for first deposits/large first-time checks



o®e AAP
@
® O
e® 94 Accredited

ACH Professional

i+ APRP
@

® O

e® %+ Accredited Payments

Risk Professional
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Continuing
Education Credits

Mobile Deposit Capture:
Risk Management and Compliance
October 2025
This session is worth 1.8 credits
(keep this slide for your records)

/11117




	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28
	Slide 29
	Slide 30
	Slide 31
	Slide 32
	Slide 33
	Slide 34
	Slide 35
	Slide 36

