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Instant Payments are in Demand

4£-9

: AMERICANS
businesses use mobile wallets and

expect to be able to other payment apps
within three years
Source: NerdWallet

"Source: 2020 Federal Reserve Survey
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What is the FedNow Service?

The FedNow Service is a way for financial institutions of every size and in every
U.S. community to provide safe and efficient instant payment services around the
clock, 365 days a year.

Offered to all financial
institutions to enable
businesses and individuals
to send and receive instant
payments conveniently

Delivers real-time gross
settlement of funds, with
integrated clearing

functionality, 24x7x365

Enables funds transfers,
settlement and
confirmation of good
funds in real time

Supports arange of use
cases
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Collaboration across the entire ecosystem

From end users to third-party service
providers, a dynamic network of
stakeholders is needed to enable
instant payments.

* Financial institutions
Financial institutions can connect directly to the
FedNow Service or through their service provider.
Includes: Banks, credit unions, savings banks,
challenger banks, etc.

+ Payment service providers
Service providers can connect directly to the
FedNow Service on behalf of a FedNow
participant/financial institution.
Includes: Corporate credit unions, banker’s banks,
core banking, payment hubs/processors

* End users
End users can enjoy the benefits of instant
payments offered by their financial institutions.
Includes: Consumers, businesses,
merchants/retailers

* Other industry providers
Other industry providers can work together with
financial institutions to create and offer a variety of
instant payment solutions.
Includes: Digital payment services, Big Tech,
fintech, online/mobile banking providers

FedNcw
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Businesses and other
corporate organizations

SR ©

Consumers

Mobile/Online

Banking
Applications
i Payment
Bill Pay/
Presentment Network
Access
Core
Banking
Payment
AR Processing
TMS & ERP
Payroll
Processing
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Financial
Institutions
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Pilot Program: Industry Input and Collaboration

More than 120 organizations are contributing to the
development, testing and adoption of the FedNow Service.
Learning and activities from the program will inform the
product build.

Advisory:
» Further define the service and outline an adoption
roadmap

» Develop industry readiness approaches and overall
strategy

Testing:
» Perform test cases and provide feedback
» ldentify issues for remediation

Closed-loop Production:
» Send live transactions to other participants
» Participate in resiliency testing
» Validate the end-to-end payments flow

© 2021 Federal Reserve Banks. Materials are not to be used without consent.
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Pilot Program: Learnings

O Participant feedback has been positive, topics
and deep dive sessions with SMEs have been well
received.

O Perspectives from diverse group of participants
- has been helpful in shaping programming to
ensure meaningful engagement for organizations
of all sizes.

' T U Feedback from medium and small Financial

Institutions, including community banks, has
highlighted the need for additional industry
education on instant payments.

O Fls that outsource to processors or vendors for
their instant payments implementation and
solutions have expressed a desire for more clarity
on how to engage with their service providers.

© 2021 Federal Reserve Banks. Materials are not to be used without consent.
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Pilot program: Progress to date

120+ 50

L . Pilot advisory
Participating organizations T 1 . 2 10+

External
session
attendees

Breakout
groups
hosted

135 130

Questions asked and
answered

Topics covered

Presenters

L\ = === 2 reoeRaLpeseRve [ o
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The FedNow Community

Purpose:

More than 1,450 industry leaders, representing more than 750 organizations, that have the opportunity to inform and evolve the
development of the FedNow Service (September 2021)

Engagement Opportunities:
* Focus groups

*  Working groups

* Surveys

* 1:1 conversations

Benefits:
« Exclusive invitations to events, “first to know” member communications
on FedNow progress and engagement opportunities

Get Involved:

+ Join via FRBServices.org: Financial Services tab » FedNow Service »
Community » ‘Join the Community’ button » Complete Questionnaire
» Submit

F THE FEDERAL RESERVE
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Release 1: Core clearing and settlement

The initial release prioritizes core clearing and settlement features that enable use cases,
enhance safety/security and improve the customer experience.

Service level Core clearing and settlement features

e e o e e

Transfers

L

Settlement

L S, I e
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Value-add features

Core C&S

Use case
enabler

Safety/
security

Customer
experience

FedNcGw
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Release 1

-- All FedNow core clearing and
settlement features --

Final confirmation
of posting

Request for
payment (RFP)

Basic fraud
controls (lists,
limits, reporting)

Message signing

Fl-to-Fl liquidity
transfers (LMT)

Fl avail. mgmt.
(status messages)

FedNow interface 24x7x365 FI
balance

availability

via FedLine
Solutions

Use case Safety/ Customer
enabler security experience

Potential future features

Directory

(to support P2P) Bulk messaging

Extended
remittance

Enhanced fraud
controls

APIs
(informational,
transactional)

Resolution mgmt.

Enhanced
reporting

Potential features to be enabled via multiple releases per year

v
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Building around our public mission and industry needs

%7 Instant payments Enables new types of 24171365 REQUEST FOR MINIMIZE
= §) settlement and payment transactions BUSINESS PAYMENT SETTLEMENT
and use cases OPERATIONS FUNCTIONALIT RISK
enablement
Ease of access through
— NETWORK
@}' z\@ TR the FedLine channel ISO” 20022 ACCESS OIRIRIE S HORIDIEN
> 6 © ACCGSSIbIIIty with industr —standa’rd MESSAer VIA FEDLINE® URSEEOIDI S
G}| “""{9 B for%nats STANDARD SOLUTIONS RELATIONSHIPS
P o Advanced payments MAI\_lllQAléIEII\;IrgNT OPTION FOR BROADCAST
IMsIL Efficiency > management with __: > lano inTrRapay| | RECEIVE-ONLY STATUS
reduced operational risk CREDIT PARTICIPATION MESSAGE
_ Support for MAX EgApguRRTllzl\sm- PROVIDING
Secunty detecthn and TRANSACTION TRANSACTION NEGATIVES
prevention LIMITS TR TTIONE LISTS
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There’s no time like the present.
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The FedNow Service benefits

& m oA

Service providers Financial institutions Individuals Businesses
. " » Greater flexibility and * Avoid complicated cash flow
gf:r:i en E\;/V 5’ g\lljerffpsir?é * Stay competitive and meet confidence to better manage management, overdraft fees and
FeETE S i customer expectations. money and make time-sensitive costly short-term loans.
products and services * One single solution for all instant payments. « Reduce or eliminate manual, time-
) _ neutral platform that supports a overdrafts, late fees or damaged
. sD:rI\I/\ilgésletﬁgltnc%:S)grﬁers variety of use cases. credit scores. . Detlermine theddate and _timelz_ of
- ) settiement and receive timelier
truly want. « The ability to connect directly to the « Gig economy workers can get access to funds.
Federal Reserve or work with third- paid immediately for work done
party processors allows for the same day.

flexibility in implementation.

FedN&Gw
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Key consideration #1

What problems do you want to solve
for your customers or for your own
organization?

What are your customers’ biggest
pain points that instant payments

PrOd UCt could alleviate?
pla n Ning What instant payment use cases will

offer your customers the most value?

FedNdcGw
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1N

‘ﬁl
- S

- . L .
Attendees brainstormed instant payment use cases over
the course of the workshop.

FedNcGw
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What instant payment solutions

do you want to offer?

Business customers

Transferring cash between
accounts at separate
institutions

Sending bills or invoices
using RFP capabilities

Paying bills and/or suppliers
for inventory, services and

rent

Disbursing payroll

Retail customers

Paying loans or other credit
accounts

Transferring funds between
accounts at separate Fls

Funding/cashing out a digital
wallet

Paying bills

Reloading prepaid cards

Paying another person

Internal

Reimbursing employee
expenses

Providing payroll, incentive
pay or corrections

Disbursing 401(k) loans or
investments

Funding customer or
member loans

THE FEDERAL RESERVE

S Financial Services
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Use case: Account-to-account (A2A)

The initial release of the FedNow Service will offer A2A
Instant payments with these potential benefits.

Examples of account-to-account opportunities:
* Me-to-me * Prepaid cards

* Mobile wallet funding/defunding

To financial institutions and other providers:
* Increase customer satisfaction

* Improve cash flow management

* Give clients more control

To end users:

« Certainty due to immediacy and irrevocability of the payment
» Greater flexibility, speed and efficiency

« Ability to make time-sensitive investments

» Fund big-ticket purchases more quickly

« Supported with an account number and RTN

THE FEDERAL RESERVE

B Financial Services

FedNeéw
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Use case: Person-to-person (P2P)

Increasing in popularity, mobile and online P2P
payments, often supported by an alias-based directory,
may be reimagined with instant payments and offer

these benefits.

To financial institutions and other providers:

* Eliminate settlement-related credit risk
» Broader reach and accessibility

» Allow for alias-based payment transmission
with access to routing information

To end users:
 |Immediate and certain fund transfer
» Real-time confirmation of payment

» Less friction when making personal payments

THE FEDERAL RESERVE

B Financial Services

FedNeéw
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Use case: Bill pay, consumer-to-business (C2B)

The initial release of the FedNow Service will offer
C2B instant payments with these potential benefits.

Examples of consumer-to-business opportunities:
« Bill pay + E-commerce

» E-invoicing * Home service payment
/ \ To financial institutions and other providers:
« Eliminate risks due to nonsufficient funds and returns

« Improve receivables efficiencies
* Increase on-time payments
« Streamline accounting processes

To end users:

 Instant bill payment to avoid late fees and account overdrafts
« Payment flexibility (last-minute or emergency payments)

» Real-time money management and cash flow

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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Use case: Disbursements (business-to-consumer)

Instant payments may improve the payment
experience for businesses, their customers,
employees and suppliers through these benefits.

Examples of business-to-consumer opportunities:
* One-time payments

* Immediate payroll

To financial institutions and other providers:

» Offer myriad flexible use case opportunities

» Attract new business

To end users:

* Increase customer satisfaction and cost savings (e.g., quicker
rebates and refunds)

* Provide access to immediate funds in emergencies (e.g.,
insurance claims)

« Offer more flexible payroll payment options, especially with a
growing gig economy

THE FEDERAL RESERVE

B Financial Services

FedNeéw

INSTANT PAYMENTS




NONCONFIDENTIAL // E

Key consideration # 2

’ R Will you connect to the FedNow
Service through:
* Your own FedLine® Solutions

Connectivity connection (existing or new)?

» Aservice provider’s connection?

* Oracombination of both (e.g.
based on use cases or account

types)?

F THE FEDERAL RESERVE
edN@w — &% Financial Services
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Flexible Options

Through a service provider

Connect directly

e FedLine Direct®

e FedLine Command®

* FedLine Advantage®

Note: FedLine Web® users will need
to switch to one of the other three
solutions, at least for FedNow
Service.

FedNcGw

INSTANT PAYMENTS

Hosted Gateway Core Processor
_ @4

Bankers’ Bank

Corporate
Credit Union

THE FEDERAL RESERVE
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Key consideration #3

Based on the use cases and services
you want to offer, determine whether
you need to enable the following

capabilities:
e o o * Send and receive customer credit
Participation transfers
types * Receive customer credit transfers

* Receive requests for payment

FedNdcGw

INSTANT PAYMENTS
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Receiving and Sending Payments

Receive Send
Minimum participation type More preparation and more opportunities
Work with core providers to receive Work with a variety of providers and
and vet payments internal tech teams based on use cases

Make sure your service provider can support sending if that is in your plans either right
away or down the line.

F THE FEDERAL RESERVE
edN @w —— &% Financial Services
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Value Across a Variety of Use Cases

The FedNow Service is being developed to be use case agnostic. There are a variety of use case opportunities with
FedNow and instant payments:

8 PERSON-TO-PERSON (P2P)
8(_J Individuals to friends, family, other individuals
« (Babysitting, rent, utilities, meals, etc.) %:,> BILL PAY, CONSUMER-TO-
15| BUSINESS (C2B)

Individual to a business
o (Groceries, haircuts, gym memberships, etc.)

CONSUMER-TO-GOVERNMENT (C2G)

Individual to a government entity
» (Taxes or Federal fees for park passes, licenses, etc.)

ACCOUNT-TO-ACCOUNT (A2A)

E E Transfer of funds from one customer's account to
=2 & another account typically owned by the same
customer

o (Transferring funds from a bank account to
a brokerage account)

FedN(24,:,w © 2021 Federal Reserve Banks. Materials are not to be THE FEDERAL RESERVE

Sl s, il used without consent. ——__ BFinancial Services
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Value Across a Variety of Use Cases

flz_lnmn:> ((% BUSINESS-TO-CONSUMER (B2C)

Business to a person
» (Rebates, wages, etc.)

BUSINESS-TO-BUSINESS (B2B)

_—> .
= [TE3]| One business to another
» (To suppliers for inventory, rent, services, etc.)

BUSINESS-TO-GOVERNMENT (B2G)

Business to a government entity
« (Federal or State tax payments)

GOVERNMENT-TO-CONSUMER (G2C)

Government to an individual
» (Tax refunds, social security benefits, etc.)

© 2021 Federal Reserve Banks. Materials are not to be

FedN@w _ THE FEDERAL RESERVE |
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Key consideration #4

* How will you manage real-time
processing?

*  Which of your upstream and
downstream applications need to
operate on a 24x7x365 basis?

Real-time
processing

* What contingency arrangements are
needed to mitigate service
disruptions?

FedNdcGw

INSTANT PAYMENTS
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Initial Questions to Ask

Service Providers

* Will you support real-time processing 24x7x365, and will your
customer service be available outside regular business hours,
including weekends?

* Do you provide services to support the needed updates to our
online and mobile banking and bill pay platforms?

* Do you have fraud mitigation tools that operate on a 24x7 basis
without needing manual intervention?

F THE FEDERAL RESERVE
e dN 2"’ w —— &% Financial Services
INSTANT PAYMENTS
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Key consideration #5

Will you settle payments in
your own Federal Reserve
Bank master account or that
of a correspondent?

Settlement

F THE FEDERAL RESERVE
edlu@m — &% Financial Services
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The FedNow Service payment flow

SENDER

@ Sender initiates payment

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

IIT -~

FINANCIAL
INSTITUTION

@ Sender’s financial institution submits payment message to the
FedNow Service

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

The

FedNow
Service

RESERVE BANKS

@ The FedNow Service validates the payment message

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

CIn

FINANCIAL
INSTITUTION

@ The FedNow Service sends the payment
information to the receiver’s financial institution

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

N
o LI

FINANCIAL
INSTITUTION

@ Receiver’s financial institution sends confirmation to the
FedNow Service that it plans to accept the payment message

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

The
FedNow
Service

RESERVE BANKS

@ The FedNow Service debits and credits master accounts
of the sender’s and receiver’s financial institutions

FedNew B
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

& . &
Service

SENDER’S RESERVE BANKS RECEIVER’S
FINANCIAL FINANCIAL
INSTITUTION INSTITUTION

@ The FedNow Service sends a payment message to the receiver’s financial institution with an
advice of credit while also notifying the sender’s financial institution that settlement is complete

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow

SENDER RECEIVER

Receiver’s financial institution credits the receiver’s account, with the
option to submit a posting confirmation to the sender’s financial institution

FedN&Gw

INSTANT PAYMENTS
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The FedNow Service payment flow

® N @ am © N
Service @

—— RESERVE BANKS
SENDER SENDER’S @ @ RECEIVER’S RECEIVER
FINANCIAL FINANCIAL
INSTITUTION INSTITUTION

WITHIN .:..f.;‘l;;ﬁ SECONDS
e u@

FedNew
INSTANT PAYMENTS —— @BFinancial Services
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The FedNow Service payment flow for
service providers

-------------------------------------------

-----------------------------------------

@o—» (ﬁ [_wf | FedNGw ?_9: (| e, 1R \

\
©
J

Sender’s o INSTANT PAYMENTS e RECEFTE’ s
Fl
Sender
End User Settlement °
Interface . Core Banki
Core Banking ore banking
\. ) Master Account Correspondent . /

! Account .

] 1

e ceeccseseeeeceeeseeeeeeeaeeeeama—n \. (3) e '

o/
---------------------- within seconds ====eceeccccaccaaaanan

FedNcGw
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Anticipated Price Points for the

The 2023 FedNow
Service fee
schedule to be
published later in
2022 is currently
expected to
include the
following fees and
other pricing
information:

FedNow Service

$25 Monthly Fee

Paid per RTN that is enrolled in FedNow
to receive transactions

1c Request for
Payment Fee

Paid by sender of the RFP

4 .5c Credit Transfer Fee

Paid by Sender of the instruction

No FedNow Service
Fees Before GA

The above fees for the FedNow Service
will not be charged until general
availability

THE FEDERAL RESERVE

S Financial Services
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Transfer Value Limit for the

FedNow Service

 Credit Transfer transaction value limit: $500,000
 Default value limit: $100,000, adjust up or down

* The Federal Reserve will continue to adjust the
value limit on an ongoing basis as appropriate

FedN(“:,,w THE FEDERAL RESERVE
sm S Financial Services
INSTANT PAYMENTS
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Welcome to FedNow Explorer

FedNew

Welcome to
FedNow" Explorer

Where pioneers kiing the futere of

© 2021 Federal Reserve Banks
https://explore.fednow.org

FedNcGw
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Take a guided journey

Answer a few simple questions about your organization and we'll take you through a guided learning
Journey to get you up to speed on everything you need to know about instant payments, including how
to prepare for the launch of the FedNow*M Service.

Who are you? Want us to guide you through
FedNow Explorer?

. Answer a few simple questions and
e [ we’ll reveal a path that aligns with

B : .
N o your needs and interests.

Service Provider to Solution Provider to

Financial Institutions . , oL
Financial Institutions End Users

L\ = = reoeRaLpEsERVE [
INSTANT PAYMENTS —— @BFinancial Services
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Explore on your own

Explore the city to find tools and resources on a variety of topics related to instant payments, use
cases, product features and preparing for implementation of the FedNow Service

&
—t [ orientation Center V/%\ )

’
| X Close ,l i’ <

Use Case Arena > - -
f " 4 b~

@ Technology Tower s L» Q L

. 5" . "
o1 [ Features Gallery
@ Q&A Studio > ﬂ.,c - .
P S
3®
Iy L

3 .
v" i N
Q| R

° Features Gallery >

FedNew THE FEDERAL RESERVE
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Find resources on FedNow Explorer

»Browse a full list of resources to FedNew
get up to speed on instant Resources
payments and the FedNOW i hio find i
Service BT ]

> Filter by organization type, format et

® B B
O r CO n te nt are a FedNow*M Service: Changing the A quick look at different types of Exploring the benefits of instant
future of payments video faster payments transactions payments: A primer
e

What are faster and instant Anatomy of an instant payment: A Fraud and instant payments: The
payments? quick and easy guide basics

FedNew.
INSTANT PAYMENTS —— @BFinancial Services
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FedNowExplorer.org:

Service Provider Showcase

X

Showcase Theater

See and explore service
providers that will offer
Instant payment capabilities.

Enter building <

FedN(z‘,:,,w THE FEDERAL RESERVE
s &S Financial Services
INSTANT PAYMENTS
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Readiness guide on FedNow Explorer

» Preplanning roadmaps and planning
considerations for product,
technology and treasury operations

» Operational details and benefits
related to reporting and
reconcilement, settlement and
liquidity management

Remain
products and meet the needs

» Technology overviews regarding
Information security, participant
availability and more

FedN&Gw

INSTANT PAYMENTS

b3
O @ N
T $ TIT =) <«®p
= 0> | 5= | %A
FINANCIAL INSTITUTIONS INDIVIDUALS BUSINESSES

Welcome to the FedNow Service Readiness Guide

The Federal Reserve Banks are designing the FedMow Service, a safe and efficient
instant payments infrastructure that will help modernize the U.5. payments system.

Financial institutions of all sizes across the United States that are eligible for

Federal Reserve Financial Services will be able to use the FedNow Service to enable
their customers to instantly send and receive money any time of day, any day of the year.

With the FedNow Service, financial institutions, their service providers and others
in the payments industry can unlock a range of innovative instant payment use
cases that offer benefits all around.

Instantly send and receive money
with confidence and reduce the
risk of overdraft and late fees

competitive, create new Gain better control of cash flow
management, improve efficiency of
corporate payments and streamline

reconciliation processes

of customers

We invite you to start preparing now for the FedMow Service.
And this guide is here to help.

THE FEDERAL RESERVE
—  @Bfinancial Services
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Readiness Assessment

Our readiness assessment allows us to gather the necessary operational details from you to
ensure your processing environment is FedNow compatible...

THE FEDERAL RESERVE

-FRBservices.org’

Begin your search...

Contact your Federal
Reserve Bank Account

FINANCIAL SERVICES~ CENTRAL BANK~ TREASURY SERVICES~

Executive for a readiness
Visualize . ACCESS FEDLINE WEB®
trends with the new N . ,
FedPayments® ). 3 b # N iy We  E-Payments Routing DzrectoryB
Y - Search FedACH... .
Insights Service B Go to frbservices.org and

select contact in upper right
hand corner.

FedNcGw
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Er-l Questions?

FedNowExplorer.org

FedNow Assessment with your
Account Executive

Join the FedNow Community

\F The Financial Services logo, “FedNow,” "FedLine,” “FedLine Direct,”

J T “FedLine Command,” “FedLine Advantage,” and “FedLine Web” are
service marks of the Federal Reserve Banks. A list of marks related to
financial services products that are offered to financial institutions by
the Federal Reserve Banks is available at FRBservices.org.
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