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AUTHORIZATION

THISDOCUMENT (“DOCUMENT”) IS PROVIDED UNDER THE TERMS OF THIS RTP
DOCUMENTATION AGREEMENT ("AGREEMENT"). ANY USE OR REPRODUCTION OF THE
DOCUMENT CONSTITUTESRECIPIENT'S ACCEPTANCE OF THIS AGREEMENT.

This Agreement is an agreement between Recipient and The Clearing House Payments Company,
L.L.C. (“Payco”). Capitalizedterms used but not definedin this Agreement shall have the meanings
giventosuch termsinthe Real-Time Payments Operating Rules or Real-Time Payments Participation
Rulesreleased by Payco from time to time (collectively, the “Rules”) which are available for download
at Payco’s website, https://www.theclearinghouse.org/payment-systems/real-time-payments. For
purposes of this Agreement, “Recipient” means the person who receives this Document from Payco
or, if the person who receives this Document from Payco is the representative of a juristic person,
that juristic person.

Subject to the terms of this Agreement, Payco hereby grants Recipient a worldwide, non-
assignable, non-sublicensable, non-transferable, non-exclusive, royalty-free copyright license to
reproduce this Document and prepare derivative works of this Document that are products and
services that integrate with the Real-Time Payments service provided by Payco (“Works”) and
publicly display, publicly perform, distribute and sublicense the Works (the “License”). As a
condition to exercising the rights and licenses granted hereunder, Recipient hereby assumes sole
responsibility to secure any other intellectual property rights needed, if any. For example, if a
third party patent license is required to allow Recipient to distribute the Works, it is Recipient's
responsibility to acquire that license before distributing the Works.

The Document is the property of Payco and Payco retains all right, title, andinterest in and tothe
proprietary rights expressed in this document and the information contained therein. Recipient
shall not disclose the Document to any third party and no rights in the Document are granted
other than those specifically authorized by the License. Any reproduction of the Document must
reproduce this Agreement, including partial copies. The Document must be returnedto Payco or
the Works and Document must be destroyed immediately, upon Payco’s request. Inthe event of
such a request, Recipient will provide a certificationif it is a natural person, or a certification of a
senior officer or executive if it is a representative of a juristic person, that all copies of the
Document and Works have been destroyed or returnedto Payco as required.

If you are a Participant, you acknowledge and agree that this agreement and the licenses granted
hereunder are subjectto your Participant Agreement and the Rules, and you agree that nothing herein
shall relieve you of your obligation to comply with the foregoing. In the event of a conflict between
this Agreement and the Participant Agreementor the Rules, the Participant Agreementor the Rules,
asapplicable, shall control.

EXCEPT AS EXPRESSLY SET FORTH IN THISAGREEMENT, THE DOCUMENTISPROVIDED ON AN "AS
IS" BASIS, WITHOUT WARRANTIES OR CONDITIONS OF ANY KIND, EITHER EXPRESS OR IMPLIED
INCLUDING, WITHOUT LIMITATION, ANY WARRANTIES OR CONDITIONS OF TITLE, NON-
INFRINGEMENT, MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. Recipient is solely
responsible for determining the appropriateness of using the Document and assumes all risks
associated with its exercise of rights under this Agreement, including but not limited to the risks
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and costs of program errors, compliance with applicable laws, damage to or loss of data, programs
or equipment, and unavailability or interruption of operations.

Recipient shall, at its sole cost and expense, indemnify and hold Payco and its affiliates harmless
from and against any and all damages arising out of or related to Recipient’s use and reproduction
of the document and works.

PAYCO SHALLHAVE NO LIABILITY FOR ANY DIRECT, INDIRECT, INCIDENTAL, SPECIAL, EXEMPLARY,
OR CONSEQUENTIAL DAMAGES (INCLUDING WITHOUT LIMITATION LOST PROFITS), HOWEVER
CAUSED AND ON ANY THEORY OF LIABILITY, WHETHER IN CONTRACT, STRICT LIABILITY, OR TORT
(INCLUDING NEGLIGENCE OR OTHERWISE) ARISING IN ANY WAY OUT OF THE USE OR
REPRODUCTION OF THE DOCUMENT OR THE EXERCISE OF ANY RIGHTS GRANTED HEREUNDER BY
RECIPIENT, EVEN IFADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

If any provision of this Agreement is invalid or unenforceable under applicable law, it shall not
affect the validity or enforceability of the remainder of the terms of this Agreement, and without
further action by the parties hereto, such provision shall be reformed to the minimum extent
necessary to make such provision valid and enforceable.

If Recipient institutes patent litigation against Payco or any affiliate of Payco (including a cross-
claimor counterclaimin alawsuit) alleging infringement of Recipient's patent(s), then the License
of this Agreement shall terminate as of the date such litigationis filed.

All Recipient's rights under this Agreement shall terminate if it fails to comply with any of the
material terms or conditions of this Agreement and does not cure such failure in a reasonable
period of time after becoming aware of such noncompliance. If all Recipient's rights under this
Agreement terminate, Recipient agrees to cease use of the Document and Works as soon as
reasonably practicable. However, Recipient's obligations under this Agreement shall continue and
survive.

This Agreement is governed by the laws of the State of New York and the intellectual property
laws of the United States of America. Each party waives its rights to a jury trial in any resulting
litigation.
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1

INTRODUCTION

The Clearing House Payments Company, LLC (TCH) offers U.S. depository institutions
(Participants) the opportunity to participate in the RTP® System so that they may offer their
Customers new payment services that provide immediate funds availability to the recipient of a
payment. In order to achieve immediate funds availability with no credit risk to the Receiving
Participant, RTP Payments are immediately settled betweenthe Sending Participant and the
Receiving Participant by the RTP System. This is accomplished through credits and debits to
ledger positions that the RTP System maintains for each Participant. As further explained in this
document, positions on the RTP ledger are backed by funds held in a special deposit account
(the RTP Prefunded Balance Account) held by the Federal Reserve Bank of New York. The
Account is jointly owned by all Funding Participantsand Funding Agents; TCH is the sole agent of
the Account.

This document describes the RTP System’s funding and settlement model, how the model
applies to Funding Agentsand Non-funding Participants, how it is used for settlement finality,
and how Funding Agents may manage financial positions for their Non-funding Participants or
themselves within the system, and important considerations for Funding Agentsand Non-
funding Participantsin designing and developing reconciliation procedures.

Note: Capitalized terms have meanings attributed to themin the RTP Operating Rules.

The opportunity presented to financial institutions (FIs) wishing to assume the role of a Funding
Agent within the RTP System is the ability to generate revenue by offering to provide the
liquidity, also referred to as prefunding, and receive liquidity disbursements from the system for
other RTP Participants. These clients of a Funding Agent are called Non-funding Participants.

Examples of institutions that may want to serve in the Funding Agent role include commercial
banks, bankers’ banks and corporate credit unions that provide payments and liquidity funding
services for financial institutions requiring such services.

In addition to becoming a Funding Agent, these institutions may also (separately) become a
Participant of the RTP System, offering its commercial clients and retail customers (if applicable)
the ability to send and receive Payments in real-time.

The majority of the roughly 10,000 depository institutions in the U.S. have under $250 million in
assets. Most of themrely on other banks or credit unions for their short-term liquidity needs.
Envisioning this need, TCH has established an opportunity for institutions who already service
this market to expand their service offerings by becoming an RTP Funding Agent.

This document is intended as a reference for employees and agents of FIs — primarily banker’s
banks and corporate credit unions —thatintend to be Funding Agentsin the RTP System. Fls
considering participationin the RTP system as Non-funding Participants may also find this
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document useful to understand the relationship between their participationand the role of
their Funding Agent. Third-Party Service Providers (TPSPs) that provide services to Funding
Agents, Funding Participants, and Non-funding Participants should also be aware of functionality
described in this document as it relatesto their application interface to the RTP System and
handling of certainfunding related System Notification Messages (SNMs).

Itis important to note that there are certain differences betweenthe prefunding requirements,
ledger positions, and disbursement rights of Funding Participantsthat are not covered in this
document. Therefore, Funding Participants should reference the RTP® Prefunded Settlement
Model and Reconciliation for Funding Participants document, which has more relevant
information for their use of the RTP System.

Note: Any reference to Fl systems in this documentincludesbothan FI’s own in-house system
and any systemthatis provided to an Fl by a technology agent.

This document includes the following topics:

Section 2 — An overview of RTP System functionality including basic Payment Message Flows
and the prefunded Settlement model. This section is intended to establish a baseline
understanding of the funds flow associated with transactions between Funding Participants.
This baseline understanding is important for potential Funding Agents so thatthey can
better understand the role of a Funding Agent as described in the remainder of the
document. Other documents provide a more detailed description of the RTP System’s
overall functionality including Payment-related (non-Payment) Messages. Suggested
reading can be found in section 1.2 of this document;

Section 3 — An overview of the role of a Funding Agent within the RTP System and the tools
made available to them by TCH;

Section 4 — A description of the newer model of RTP Funding Agent called a Funding
Provider and its relationship to its Non-funding Participant clients called “Group Members.”
This section builds on the functionality of RTP basics found in section 2, and introduces the
difference between how the RTP System functions between Funding Participants and Non-
Funding Participantswhen Funding Providers are involved;

Section 5 — A description of the original model of the RTP Funding Agent, calleda Funding
Manager and its relationship to its Non-funding Participant clients. This section builds on
the functionality of RTP basics found in section 2, and introduces the difference between
how the RTP System functions between Funding Participantsand Non-Funding Participants
when Funding Managersare involved;

Section 6 — Additional detail on Reconciliation procedures and considerations that Funding
Agents should take when designing a reconciliation process. This section provides
information that will be needed by software developers as they begin to build automated
reconciliation processes;

Appendix A — A Glossary of all RTP-specific terms and acronyms used in this document.
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2 RTPBASICS — MESSAGE FLOW AND SETTLEMENT

The table below lists other relevant documents which should be readin conjunction with this
RTP® Prefunded Settlement Model and Reconciliation for Funding Agents and Non-funding

Participants document.

Agents and Non-funding Participants

RTP® Prefunded Settlement Model and Reconciliation for Funding

This document

Introduction to the RTP® System

Business Principles for the RTP® Network

Real-Time Payments Operating Rules

Real-Time Payments Participation Rules

RTP® Prefunded Requirement for Sending Participants

Information Security Standards and Requirements

RTP® Prefunded Settlement Model for Funding Participants

General background knowledge

TCH RTP® Reports Specification

For Funding Agent Specific Reports

RTP Client Fedwire Interface Instructions

For Instructions related to Supplemental
Funding and Disbursements

Business Application Header Specification

Administrative Message Specification

Funding Agent MQ Setup Guide

For receipt of liquidity event alerts

Table 1. System Documentation Inventory relevant to Funding Agents.

Depository institutions that are also interested in becoming a Participant in the RTP System are
invited to download and read Introduction to the RTP® System and refer to the Related

Documentation section of that document for the names of additional RTP documentation to
learn more details on the functionality of the RTP System from the viewpoint of a Funding

Participant (as opposed to a Funding Agent).

Each Payment Transaction that occurs through the RTP System is settled and final in real time
when the Transaction flow completes. As a result, Participants are able to make funds
immediately available to their Customers (Receivers) (as required by system rules) without any
interbank settlementrisk. A prefunded, real-time gross settlement, is used to accomplish this.

©2021 The Clearing House Payments Company
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RTP Payment Transaction

Channel I . I R Channel
Application ﬁ nstruction > nstruction > ﬁ Application
 —— | —
m‘g Response Response R?ivirllg
Customer i RTP g Customer
Participant Receiving Participant Participant
Confirmation

Figure 1. The RTP System’s End-to-End Message Flow for Payment Messages.

RTP Payments are cleared and settled and their status is communicated to the Sender through a
sequence of messages between the Participants and the RTP System. A Payment startswith a
Customer (Sender) of a Sending Participant sending an instruction via a Channel Application
(such as a treasury workstation, an online or mobile banking application, or an APl gateway)
made available to them by the Sending Participant. The Sending Participant createsan RTP
Payment Message from the Sender’s instructions which is sent through the RTP System for
Message validation and network routing.

The Payment Message instructs another! RTP Participant, the Receiving Participant, to pay the
Receiver.

The Receiving Participant acknowledges receipt of the Message (RTP Response Message) back to
the RTP System which then routes that Response to the Sending Participant which then informs
the Sender of the status of the Payment via the Sending Participant’s Channel Application.

As part of this round-trip messaging:
The Sending Participant sends the Payment Message to the RTP System;

The RTP System performs technical and business validations of the Payment Message,
reserves the Sending Participant’s position in the amount of the Payment and routes the
Payment Message to the Receiving Participant where the Payment Message is processed,;

The Receiving Participant sends an RTP Response indicating whether the Payment Message
was Accepted, Rejected, or Accepted without Posting;

Upon receipt of an Accept or Accept without Posting Response, the RTP System settles the
Payment by debiting the Sending Participant’s Net Position and crediting the Receiving
Participant’s Net Position. If the System receives a Reject Response, it will not settle the
payment and will un-reserve the amount of the Payment so that it the amount is available
for Settlement of other Payments.

The RTP System sends the Response (Accept, Reject, or Accept without Posting) to the
Sending Participant, and sends a confirmation message to the Receiving Participant;

Upon confirmation by the RTP System, the Receiving Participant immediately posts the
funds to the Receiver’s Account and makes the funds available to the Receiver.

! The Receiving Participant may be the same Participant asthe Sending Patrticipant. In thiscase, the Message would be
considered “on-us’, butitbehavesthe same asany other RTP Message.

©2021 The Clearing House Payments Company
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All RTP Payments that are Accepted or Accepted without Posting by the Receiving Participant
areimmediately and finally settled in real-time on an individual (ratherthan batch) basis. This
form of settlementis realtime gross settlement or RTGS. The RTP System settles each Payment
by debiting the Net Position of the Sending Participant and crediting the Net Position of the
Receiving Participantin the amount of the Payment.

The RTP System maintains a Current Prefunded Position (CPP) for Funding Participants2. These
Participants send funds to the Prefunded Balance Account via Fedwire to fund their CPP. Once
the Funding Participant has provided initial funding to the Prefunded Balance Account, it can
begin submitting Payment Messages to the RTP System. Upon receipt of a Payment Message
from the Sending Participant, the RTP System checks to ensure that the Sending Participant has
a sufficient CPP to cover the amount of the Payment.

As the RTP System increases and decreases the Net Positions of Participantsto settle Payments,
it also makes corresponding increases and decreasesto the CPP of the Participants. These CPP’s
are backed dollar-for-dollar by funds held in the Prefunded Balance Account. Settlement and

the relationship between Net Positions and CPPs are explained in more detail in sections below.

Each Funding Participant thatis a Sending Participant has a Prefunded Requirement.
Participantsthat only receive Payments (“Receive-only” Participants) do not have a Prefunded
Requirement. TCH in its sole discretion determines the Prefunded Requirement for each
Participant. Ingeneral, TCH will determine the Prefunded Requirement for a Participant based
on its total U.S. Transactional Deposits based on public call report data.?

The tiers in Table 2 determine the initial and ongoing Prefunded Requirement for Sending
Participants, based on ranges of domestic transaction account deposit balances. These tiers may
change as TCH gathersdata on RTP System volumes and/or other activity. The deposit balance
used for these purposes is derived from the prior quarterly regulatory call report submitted by
the Participant.

The minimum Prefunded Requirement for a Sending Participantis $25,000.

1 >$100 billion $10 million

2 $30-100 billion S3 million

2 The RTP System also maintains CPPsfor Non-funding Participantsthat use Funding Agentsthat are Funding Managers.
However, Non-funding Participantsthat use Funding Agentsthat are Funding Providersdo not have CPPsin the system. (see
section 5). Underthisarrangementthe Funding Provider, ratherthanthe Non-Funding Participants, hasa CPP.

® Please referto the RTP System Prefunded Requirement for Sending Participants document on the TCH website for more
informationregardingrequired prefunding amounts.

©2021 The Clearing House Payments Company
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3 $10-30 billion $1.5 million
4 S5-10 billion S1 million
5 $2 -5 billion $500,000
6 $1-2 billion $250,000
7 $0.5—1billion $125,000
8 $250-500 million $75,000
9 $100-250 million $50,000
10 <$100 million $25,000
Receive Only: S0

Table 2. Prefunded Requirement tiers.

A Sending Participant’s CPP is its liquidity in the RTP System and it determines the amount of
Payments it can send. When a Payment Message is sent to the RTP System, a check is
performed to determine if the Sending Participant’s CPP is sufficient to cover the Payment
amount. Ifthe CPP is insufficient, the RTP System will reject the Payment with the appropriate
reason code, and it will not be settled. If the CPP is sufficient (and assuming all other the RTP
System Message validations pass), the RTP System will reserve the Sending Participant’sCPP in
an amount equal to the Payment, thus preventing the Sending Participant from reusing that
portion of its CPP for subsequent Payments while the current Payment is in-flight. The RTP
System will then send the Payment Message to the Receiving Participant.

Sent by a Sending Participant to instruct a Receiving Participantto pay

Credit Transfer pacs.008 the Receiver.

Sent by a Sending Participant to pay a Receiving Participant as part ofa
mutually agreed arrangement in whichthe Sending Participant transfers
pacs.009 liquidity (via the pacs.009 Payment)to the Receiving Participant in the
event the Receiving Participant needsto increase its CPP when the
Fedwire Funds service is not operating.

Fl-to-FI Credit Transfer
(planned for future use)

Table 3. There are currently two types of Payment Messages.

Upon receipt of the Payment Message, a Receiving Participant must respond with one of three
responses: Accepted, Accepted without Posting, or Rejected. If the Receiving Participant
responds with a Rejected response, the payment will not be settled. If the Receiving Participant
responds with Accepted or Accepted without Posting, the RTP System will settle the Payment
immediately through a simultaneous decrease to the Sending Participant’s Net Position and
increase to the Receiving Participant’s Net Position for the amount of the Payment. The
decrease to the Sending Participant’s Net Position results in a corresponding decrease to the
Sending Participant’s (or its Funding Provider’s if a Non-funding Participant) CPP. The increase
to the Receiving Participant’s Net Position results in a corresponding increase to the Receiving

©2021 The Clearing House Payments Company
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Participant’s (or its Funding Provider’s if a Non-funding Participant) CPP. This Settlement for
accepted Payments is final and irrevocable. See Figure 2.

o Credit Transfer (pacs.DOS‘ Credit Transfer i{p:lal:s.OElS}> i
I11 111
Sending Message Status Report Message Status Report Receiving
Participant (pacs.002) RTP (pacs.002 Participant
Message Status Report
(pacs.002)

Decrease Sending Participant’s
Net Position

Increase Receiving Participant’s
Net Position

Figure 2. How an “Accepted” Credit Transfer Impacts the Net Positions of Sending and Receiving Participants.

A Receiving Participant that has Accepted without Posting and ultimately determines it cannot
make funds related to the Payment available to the Receiver must return the funds relatedto

the Payment to the Sending Participant, tothe extent such returnis not prohibited by applicable
law.

As explained above, if a Payment Message exceeds a Sending Participant's CPP, the Payment
Message will be rejected by the RTP System. Such scenarios will cause a disruption to any
Sender attempting to make a Payment and the Receiver expecting to receive a Payment, so
Sending Participantsshould avoid such a disruption by actively managing their CPP.

The RTP Operating Rules require that each Sending Participant monitor its CPP and provide
Supplemental Funding if its CPP falls below its Prefunded Requirement. Ifa Sending Participant’s
CPP is greater thanits Prefunded Requirement but is running low given its anticipated Payment

activity, it may provide Supplemental Funding into the Prefunded Balance Account and thereby
increase its CPP.

A Participant may also request a Disbursement from the Prefunded Balance Account to withdraw
amounts up to its Excess Liquidity from the RTP System. Excess Liquidity is the amount by which
a Participant’s CPP exceeds its Prefunded Requirement. For Receive-only Participantsthat have

©2021 The Clearing House Payments Company
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no Prefunded Requirement, its entire CPP is Excess Liquidity. The RTP System will not allow
Disbursements that exceed a Participant’s Excess Liquidity.

All Funding Participants will be able to monitor their CPPs using a secure browser-based
administrative portal called the RTP Management Portal.

2.5.1

2.5.2

Adding Supplemental Funds

A Sending Participant thatis also a Funding Participant provides Supplemental Funds to the
Prefunded Balance Account via Fedwire;*

Upon notification from the FRBNY that a Fedwire payment has been received in the
Prefunded Balance Account (occurs in near real-time), the RTP System performs a series of
validations on the Fedwire payment message to ensure that the funds can be applied to a
valid Sending Participant’s CPP;

Assuming all validations are successful, the RTP System automatically calculates the new
CPP for the Sending Participant and makes the new CPP immediately available for inbound
Payments from the Sending Participant. The System also increases the Net Position of the
Sending Participantin the amount of the Supplemental Funds;

The RTP System sends a SNM to the Sending Participant, confirming that the Supplemental
Funding has been received and applied to the Sending Participant’s CPP.
Requesting Disbursements

An employee of a Funding Participant (or its designated TPSP), who is an authorized user of
the RTP Management Portal with the proper permissions to initiate a Disbursement request,
inputs the required information for the request (amount and Participant ID);

An employee of the Funding Participant (or its designated TPSP), who is an authorized user
of the RTP Management Portal with the proper permissions to approve the Disbursement
request, reviews and approves the disbursement;

The RTP System calculatesthe new CPP should the Disbursement request be completed and
checks that it will not reduce the Funding Participant’s CPP to less than its Prefunded
Requirement (i.e., that the Disbursement request does not exceed the Participant’s Excess
Liquidity);

e Ifthe change would cause the CPP to fall below the Prefunded Requirement, the RTP
System makes no change to the CPP and marks the request as “Failed”.

e |fthe change would not cause the CPP to fall below the Prefunded requirement, the RTP
System:

* See the RTP ClientFedwire Interface Instructionsfor detailed information on the required format of the Fedwire message.

©2021 The Clearing House Payments Company
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Automatically initiates a Fedwire payment message that instructs payment from the
Prefunded Balance Account to the Participant’s Federal Reserve account in the
amount of the requested disbursement,®

Receives an acknowledgement from the Fedwire Funds service and marks the
request as “Completed”.

If the Fedwire Funds acknowledgement is positive, the RTP System:
e Updates the CPP to reflect the Disbursement request,®
e |Immediatelystarts to use the new CPP in all position checks for incoming Payments, and

e Sends a final confirmation message to the Participant via a SNM.

At the beginning of each Reconciliation Window, a Participant’s Opening Prefunded Position is
set to the CPP at the time of the cutover from the prior Reconciliation Window, and the Net
Position is reset to SO. See Figure 3. As Payments are sent and received during the
Reconciliation Window, the Net Position (lower, dark blue curve) and CPP (higher, light blue
curve) are updated. Net Position and CPP are also updated when a Participant provides
supplemental funding or receives a disbursement.

® If the Fed rejectsthe request or doesnot respond to the Fedwire request message in time, the RTP System will markthe
Disbursement request as “Partially Successful”, and the Participant will need to contact TCH Operations ClientServicesto
investigate andresolve the issue.

®Ifthe RTP System failsto reserve the fundsin the active RTP sitesdue to a processing issue, the RTP System will markthe
Disbursement request as “Partially Successful”, and the Participant will need to contact TCH Operatio nsClientServicesto
investigate andresolve the issue.

©2021 The Clearing House Payments Company

L.L.C

15



RTP® Funding and Settlement for Non-funding Participants and Funding Agents

Cutover Cutover

Current Prefunded Position

S1.1M
Opening
Prefunded S1M -
Position Omenng
Prefunded
Net Position Position
Prefunded
Requirement 5450k
More (net S)
Payments Received
(Upward slope) $100k
/
More (net S)
Payments Sent
(Downward slope)
6am gpm

Reconciliation Window

Figure 3. Definition of Current Prefunded Position

The Figure shows that as more Payments are sent out (in this example betweenthe opening of
the Reconciliation Window and 6am) the Net
Position can fall below $0. And when more
Payments are received (between 6am and 8pm),
the Net Position climbs above $0.

Net Position =
The net of all increases and

Correspondingly, the CPP falls below the decreases of RTP Payments
Opening Prefunded Position ($1M) as more + Supplemental Funding
Payments are sent and climbs above the - Disbursements

Opening Prefunded Position as more Payments during a Reconciliation Window.

arereceived.

In the example, looking at the day overall, $100k more Payments are received than are sent out
(i.e., the Net Position at cutover was +$100k). Therefore, the Opening Prefunded Position of the
new Reconciliation Window increases by $100k to $1.1M.

Note that in this example, for this Sending Current Prefunded Position =
Participant, thereis no occurrence during the

Reconciliation Window when the CPP falls below
the Prefunded Requirement. Also note that no

Opening Prefunded Position
+ Net Position
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Supplemental Funding or Disbursements occur during the Reconciliation Window.

A Sending Participant is expected to maintaina minimum CPP equivalent to its Prefunded
Requirement in order to ensure sufficient liquidity for its on-going payment activity within the
RTP System.

A Sending Participant’s CPP may go below its Prefunded Requirement at certaintimes due to its
current Payment activity. If that occurs, the Sending Participant will be required to provide
Supplemental Funding to bring its CPP back to the amount equal to or greater thanits
Prefunded Requirement within the timeframes specified in the RTP Operating Rules. Ifa
Sending Participant’s CPP falls below its Prefunded Requirement, its ability to send Payments
will not be stopped. Payments will only be rejected if the Sending Participant’s CPP is less than
the individual Payment amount.

In Figure 4, during the Reconciliation Window, the Sending Participant sends out more
Payments than it receives. Therefore, its CPP at cutover ($700k) is less than its original Opening
Prefunded Position ($1M). In fact, in this example, the Opening Prefunded Position of the new
Reconciliation Window is less than the Sending Participant’s Prefunded Requirement of $900k.
This means that the Sending Participant will need to perform a Supplemental Funding of at least
$200k to bring its CPP back to at least its Prefunded Requirement.

Current Prefunded Position

Cutover Cutover
Opening Opening
Prefunded Position Prefunded Position
$1M
Prefunded
Requirement $900k
Net Position $700k $200k Supplemental Funding
required to replenish
Prefunded Requirement
$0

»
\ At Cutover, Net Position is reset to 50
(5300k)

Reconciliation Window Day 2

Figure4. Example of when Supplemental Funding is required at the start of a new Reconciliation Window.
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Reconciliation is a process through which a Funding Participant ensures that its own system
records match the RTP System records of transactionand funding activity. Within the Operating
Rules, Reconciliation Window is defined as:

One or more defined time periods during the RTP Day for
tracking Payment and funding activity for purposes of producing
reconciliation reports at the close of the time period.

A typical Funding Participant may be accustomed to performing reconciliation on an “end-of-
day” basis. Because RTP operates as a 24/7 system and because settlement of RTP Payment
Transactions occurs immediately at the time the transaction completes, Funding Participants
will need to establish reconciliation processes that may have key differences to the processes
established for other payment systems.

The RTP System will track Payment Transactions, Supplemental Funding events, and
Disbursement events throughout a Reconciliation Window. Ineach completed Payment
Transaction, Supplemental Funding event and Disbursement event, the RTP System specifies the
Reconciliation Window in which the activity will be reportedto the Participant (see section 6.1
for more details).

At the end of each Reconciliation Window (i.e., at Cutover), the RTP System generatesa series of
reports that Participants can use to ensure their system records matchthe financial events that
occurred within the RTP System during that Reconciliation Window.

2.8.1 Participant Reconciliation

Currently, Reconciliation Window Cutover is scheduled to occur once per calendar day at
11:59pm ET. TCH has the ability to update the Reconciliation Window calendar at any time, and
may implement as a standard, multiple Reconciliation Window Cutovers per calendar day in the
future. Before making a changeto the calendar, TCH will provide reasonable notice to Funding
Participants.

Further, TCH may insert a Reconciliation Window Cutover at any time if required to solve certain
rare error conditions. Participantsand TPSPs must be aware of the variability in Reconciliation
Window Cutover timing as they develop their reconciliation window processes (see sections 3.5
and 3.6 for more detail).

The Cutover event triggersthe RTP System’s Reconciliation Checkpoint function. During
Cutover, the following steps are performed:

©2021 The Clearing House Payments Company

L.L.C

18



RTP® Funding and Settlement for Non-funding Participants and Funding Agents

2.8.1.1 Opening Prefunded Position

The Funding Participant’s Opening Prefunded Position for the new window is set to the CPP at
the time of the Cutover from the prior Reconciliation Window (this is sometimes referred to as
the “Closing Prefunded Position”) and the Funding Participant’s Net Position for the new
Reconciliation Window is reset to $0. Resetting the Funding Participant’s Net Position to SO at
Cutover allows for incremental reconciliation from Cutover to Cutover, avoiding the need togo
back to the Participant’s original go-live date (prior to any initial funding or transaction activity)
to identify and isolate any discrepancy between RTP logs and the Funding Participant’ssystem
logs;

2.8.1.2 Reconciliation Status Notification

The RTP System sends an individual Reconciliation Status Notification as an SNM with Event
Code =999 to each Funding Participant.” This message contains similar data elements to those
included in the Participant Reconciliation Report, including Opening and Closing Prefunded
Positions, count and aggregate value of Supplemental Funding, Disbursements, inbound and
outbound Payment Transactions during the immediately preceding Reconciliation Window and
is provided in XML format as specified in the RTP Message Specifications.

2.8.1.3 Reconciliation Reports for FundingParticipants

Reconciliation Reportsare generated for each Funding Participant to compare its own system
records with the transactions that occurred within the RTP System. Reconciliation Reports are
provided as a feature of the RTP Management Portal.

The Participant Reconciliation Report and the Detailed Payment Reconciliation Report are
published shortly after the close of eachreconciliation window. Both reports are provided by
the RTP Management Portalin CSV and XML formats to facilitate the needs of the Funding
Participant’s system performing the reconciliation.

Non-funding Participants will receive the same Reconciliation Reports as Funding Participants.
Funding Agents will receive those same reports and will also receive the Funding Agent
Reconciliation Report which provides a transaction summary of all Group Member activity,

including a summary of all Supplemental Funding and Disbursements made during the
Reconciliation Window.

This report provides a high-level summary of the Payment activity that occurred for a single
Funding Participant during the previous Reconciliation Window. The following information can
be found in the report to assist with Reconciliation:

The Reconciliation Window Date
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The Reconciliation Cycle number
The Opening Prefunded Position at the start of the Reconciliation Window

The CPP at the end of the Reconciliation Window (sometimes called the Closing Prefunded
Position)

The total number and value of Supplemental Funding into the Prefunded Balance Account
The total number and value of Disbursements from the Prefunded Balance Account

The Net Position atthe end of the Reconciliation Window

The total number and value of Payment Messages received and accepted (credits)

The total number and value of Payment Messages sent and accepted by other Participants
(debits)

The Detailed Payment Reconciliation Report provides transaction level information to allow
Participantsto reconcile on a transaction-by-transaction basis its activity logs to that of the RTP
System logs for a given Reconciliation Window. The report provides:

The Reconciliation Cycle number
Sending and Receiving Participant IDsand Names
The Instruction ID (a unique identifier for each transaction)

The direction of the Payment from the Funding Participant’s perspective (Inward or
Outward)

The transaction status (whether it was accepted or rejected, and if rejected the reason)
The amount of the Payment
The timestamp associated with the original Payment Message (pacs.008)

Certain other payment information such as Local Instrument Code.

©2021 The Clearing House Payments Company
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3 FUNDINGAGENTS AND NON-FUNDING PARTICPANTS

Section 2 describes how the RTP System functions between and among Funding Participants
that provide their own funds into the Prefunded Balance Account in order to meet the
Prefunded Requirement as established by TCH and shown in Table 2. However, many
institutions wishing to participate in the RTP System will want to follow the same model they
use for liquidity in all of their other banking products. Thatis, to establish a relationship witha
commercial bank, banker’s bank or a corporate credit union acting as a RTP Funding Agent to
provide the liquidity required by TCH to participate.

TCH expectsthat funding arrangementsbetween Funding Agents and Non-funding Participants
will be reliable and well-managed. Underthe RTP Operating Rules, TCH may require a Non-
funding Participant to changeits funding arrangement if TCH determines that the Participant’s
current funding arrangement is unreliable or creates unacceptable risk for the RTP System.

There are two types of Funding Agents, each with its own attractivenessto potential Funding
Agents and Non-funding Participants:

Funding Providers — This newer type of Funding Agent provides an overall Prefunded
Requirement amount which serves as prefunding for all of its Non-funding Participant
clients, called Non-funding Group Members (“Group Members”). Ifitis using this type of
Funding Agent, a Group Member will not have a Prefunded Requirement, an Opening
Prefunded Balance, ora CPP. Instead, the Funding Provider has a CPP and a collective
Prefunding Requirement for its sending Group Members. The Group Members satisfy the
RTP System’s requirement that all Payments be prefunded by using their Funding Provider’s
CPP, which must be sufficient to cover the Payments they send. A Funding Provider’s
Prefunded Requirement is calculated based on combined DDA balances of the Funding
Provider’s Group Members.

A Funding Provider has the ability to add Supplemental Funds and Disburse excess liquidity
from the Prefunded Balance Account based on the level of its CPP relative to its Prefunded
Requirement. Funding Providers interact withthe RTP System as if they were a single
Funding Participant and receive reports and SNMs to help them manage their CPP. See
section 5 for a detailed description of how Funding Managersinteract withthe RTP System.

Funding Managers— This original type of Funding Agent provides funding on behalf of one
or more Non-funding Participantsthat have their own Prefunded Requirements (if they are
Sending Participants)and CPPs on the RTP ledger. Rather than funding a single Prefunded
Requirement that is shared among a group of Non-funding Participants, a Funding Manager
provides separate funding for each of its Non-funding Participants. Unlike the Funding
Provider, the Funding Manager does not have a CPP or its own Prefunded Requirement.
Instead, the Funding Manager manages each client’s position separately, including funding
the Prefunded Requirement for each sending Participant client and providing any
Supplemental Funding they may need to maintaintheir CPP at acceptable levels. Funding
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Managers may also request Disbursements on behalf of each of its Non-funding
Participants.

To the RTP System, in all other ways, these Non-funding Participants look like Funding
Participantsand are required to monitor their CPP and maintain proper funding of the
Prefunded Balance Account. Therefore it is necessary that the Funding Manager and each
of its clients maintain a high level of communication so that Supplemental Funding, if
needed, is made available by the Funding Manager asquickly as possible. See section 4 for a
detailed description of how Funding Managersinteract with the RTP System.

In order to become either type of Funding Agent within the RTP System, certain requirements
must be met as specified by The Real-Time Payments Operating Rules:

TCH will qualify Funding Agents based on a review of capital, liquidity, experience, and other
factors and will monitor the Funding Agents’ ongoing qualification and performance as a
Funding Agent;

A Funding Agent thatis a Funding Provider is required to monitor and manageits CPP and
provide Supplemental Funding if the CPP falls below its Prefunded Requirement;

Funding Agents may have a liquidity arrangement with other Funding Participantsor
Funding Agents within the RTP System for additional liquidity if needed (e.g., whenthe
Fedwire Funds service is closed and Supplemental Funds cannot be added to the Prefunded
Balance Account to increase CPP).

In the future, the Operating Rules may have additional Funding Agent requirements (e.g.,
Funding Agent audits, concentration limits, etc.).

In order to enable testing and development of operational processes for Funding Agents, TCH
will provide access to the RTP Bank Test environment, in which full Funding Agent functionality
is available.

In the RTP Bank Test environment TCH provides two simulated Non-funding Participants which
can be used to generate Transaction activity to flow through to reports and cause alarms to be
raised (this will be performed through assisted testing with TCH Operations).

A Funding Agent that does not plan to also be an RTP Participant will be provisioned in Bank Test
as a Funding Agent with one CPP.

A Funding Agent that also plans tobe a RTP Participant will be provisioned in BankTest as:
A Funding Agent with one CPP,
If applicable, using a Third Party Service Provider (TPSP) with a TPSP-owned Connection,

At least two simulated Non-Funding Participants, and
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A Participant with the proper Funding Agent related data.

These Funding Agent/Participantswill be expected to be able to perform testing without the
assistance of TCH Operations, but may schedule assisted testing as necessary.

Funding Agents will be required to demonstrate their ability to send Supplemental Funding in
the proper format for adding Funds to the Prefunded Balance Account.

TCH will provide a number of tools for RTP Funding Agents to manage their clients’ or their own
CPP, including:

Secure Access to the RTP Management Portal to view positions in real-time, manage Net

Send Limits (for Funding Providers), initiate Disbursement Requests for itself (if a Funding

Provider) and on behalf of its Non-funding Participant clients (if a Funding Manager), view
Watermarkthresholds, perform various Inquiries and view Reconciliation Reports;

A VPN Connection to the RTP environment to receive:

e Real-time SNMs for liquidity related events (e.g., low and high watermark SNMs and
Notifications of successful Supplemental Funding and Disbursement Requests);

e Daily Reconciliation Reports including a Funding Agent Reconciliation Report that rolls
up Non-Funding Participant Activity.
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4 FUNDINGPROVIDERS

Funding Providers supply liquidity thatis shared by a group of Non-funding Participants (Group
Members). Group Members use the Funding Provider’s Current Prefunded Position for their
payment activity. A Funding Provider has a single combined Prefunded Requirement for its
sending clients. Non-funding Participants (Group Members) using a Funding Provider do not
have a Prefunded Requirement, an Opening Prefunded Position, or a CPP, while they retaina
Net Position based on their activity during a Reconciliation Window.

Group Members satisfy the RTP System’s requirement that all Payments be prefunded by virtue
of the fact that the Funding Provider’s CPP is sufficient to cover Payments being sent.

During the onboarding process, the Funding Provider adds funds to the Prefunded Balance
Account that meet or exceedits Prefunded Requirement and establishes that amount as its
initial Opening Prefunded Position. Each Group Member has a Net Position that starts at $0 at
the beginning of each Reconciliation Window, just as Funding Participantsdo. As a Group
Member’s Net Position changes, it affects the CPP of the Funding Provider.

The relationship between a Funding Provider’s CPP and its Group Members combined Net
Position is similar to that of a Funding Participant’s CPP and Net Position as described in section
2.6 of this document. However, because there are multiple parties involved and several
nuanced differences betweenthe two models, it is appropriate to use the same example as in
2.6, but now explained in the context of a Funding Provider’s CPP.

Note: One key difference the Operating Rules require of Funding Providers is the obligation to
pay orotherwise settle up with each Group Member in the amount of any positive Net
Position the Group Member has at the end ofa Reconciliation window at least once each
Fedwire operating day. Similarly, each Group Member must pay or otherwise settle up with
the Funding Providerin the amount of any negative Net Position the Group Member has at
the end of a Reconciliation window at least once each Fedwire day.

At the beginning of each Reconciliation Window, a Funding Provider’s Opening Prefunded
Position is set to the CPP at the time of the Cutover from the prior Reconciliation Window, and
the Net Position of each of the Group Members is reset to $0. See Figure 9. This example
assumes that the Funding Provider made no Supplemental Funding and no Disbursement
Requests during the Reconciliation Window.

As Payments are sent and received by Group Members during the Reconciliation Window, the
Funding Provider’s CPP (higher curve in light blue) is updated. The Figure shows thatas more
Payments are sent out by the Group Members as a whole (in this example between the opening
of the Reconciliation Window and 6am) the sum of their individual Net Positions falls below $0.
And when more Payments are received (between 6am and 8pm), the sum of their individual Net
Positions climbs above $0. Correspondingly, in this example, the Funding Provider’s CPP falls
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below the Opening Prefunded Position ($1M) as more Payments are sent and climbs above the
Opening Prefunded Position as more payments are received.

Cutover Cutover

Funding Provider’s
Current Prefunded Position

Funding Provider’s 1.1M
Opening Prefunded The Sum of all S
Position Group Members’
$1M Net Positions . o
Funding Provider’s
New Opening
Prefunded
Position
Funding Provider’s
Prefunded
Requirement
: $450k
More (net S) \
Payments Received
(Upward slope) $100k
50 /
¥>4 More (net 3) /
Payments Sent

(Downward slope)

6am 8pm

Reconciliation Window

Figure 5. Funding Provider's CPP assuming no Supplemental Funding or Disbursements

In the example, looking at the day overall, $100k more Payments are received than are sent out
(i.e., the sum of the Group Members’ individual Net Positions at Cutover was +$100k).
Therefore, the Funding Provider’s Opening Prefunded Position of the new Reconciliation
Window increases by $100k to $1.1M.

Note that in this example, thereis no occurrence during the Reconciliation Window when the
Funding Provider’s CPP falls below its Prefunded Requirement of $450k.

A Funding Provider’s CPP however, might drop below its Prefunded Requirement at certain
times due to its Group Members’ Payment activity. If that occurs, the Funding Participant is
required to bring its CPP back to the amount equal to or greater thanits Prefunded

Requirement within the timeframes specified in the RTP Operating Rules. If a Funding Provider’s
CPP falls below its Prefunded Requirement, its Group Members’ ability tosend Payments will
not be stopped unless a Group Member’s payment would exceed its Net Send Limit. Payments
will only be rejected if the Funding Provider’s CPP is less than an individual Payment amount or
the Group Member that sent the Payment would exceed its Net Send Limit.
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Figure 11 shows an example of Group Members sending out more Payments than they receive
from other RTP Participants (downward slope of the sum of the Group Members’ individual Net
Positions, the dark blue line). As a result, the Funding Provider’s CPP is quickly approaching its
Prefunded Requirement. This means that the Funding Provider will need to provide
Supplemental Funding to ensure the CPP doesn’t fall below the Funding Provider’s Prefunded
Requirement or the value of Payments the Funding Provider anticipatesits Group Members may
send. Any Supplemental Funding will increase the Funding Provider’s CPP. In addition, the
Funding Provider may — if it wishes to increment a specific Group Member’s Net Position —
attribute those funds tothat Group Member. In that case, both the Funding Provider’s CPP and
the Group Member’s Net Position will show the Supplemental Funding increase.

Funding Provider’s Current Prefunded Position

Cutover Cutover

Opening

Prefunded Position
S1M
Prefunded

Requirement $900K

S$200K Supplemental Funding is
added to replenish the
Current Prefunded Position
because the Funding Provider
recognized its CPP was dropping
close to its Prefunded
Requirement. In this example it is
all funding has been allocated to
Group Members.

Sum of all Group
Members’ Net
Positions

S0

Reconciliation Window Day 2

Figure 6. Example of when Supplemental Funding is required.
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Itis possible however, that a Funding Provider may add Supplemental Funds or make
Disbursements that are not allocated to any of its Group Members. Because of this, the
definition of a Funding Provider’s CPP is slightly different thanthe definition of Funding
Participant’s CPP provided in section 2.6. While each Group Member’s Net Position includes any
Supplemental Funds or Disbursements allocatedto the Member by the Funding Provider,
unallocated Supplemental Funds and

Disbursements do not change any Group A Funding Provider’s CPP =

Member’s Net Position. Hence, a
Funding Provider’s CPP cannot be just its
Opening Prefunded Position plus the sum

Opening Prefunded Position
+ the sum of Group’s Net Positions

of the Net Positions of each Group + Supplemental Funding not
Member. The Funding Provider’s CPP allocated to a Group Member
must also include unallocated — Disbursements not allocated to a
Supplemental Funds and Disbursements. Group Member

Figure 12 shows the same Funding

Provider as in Figure 10, however in this

example it adds Supplemental Funds that are not allocated to any Group Members in addition
to those added and allocated. The actionimpacts the Funding Provider’s CPP but does not
impact any of the Group Members’ Net Positions.

Funding Provider’s Current Prefunded Position

Cutover Cutover

Opening
Prefunded Position
S5200K Supplemental Funding is
$1M added but is not allocated to any
$900K of the Group Members. CPP
increases but Group Members’
total Net Position does not.

Prefunded
Requirement

Sum of all Group
Members’ Net
Positions

S0

Reconciliation Window Day 2

Figure 7. Funding Provider adds Supplemental Funding butdoes not allocate any of it to a Group Member.
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At the beginning of each Reconciliation Window, a Funding Provider’s Opening Prefunded
Position is set to the CPP at the time of the Cutover from the prior Reconciliation Window and
each of its Group Members’ Net Positions are reset to $0.

Group Members will receive the same Reconciliation Reportsas Funding Participants, as
described in section 2.8.1.3. Funding Managerswill receive those same reports and will also
receive the Funding Agent Reconciliation Report which is a transaction summary of all Non-
funding Participant activity, including a summary of all Supplemental Funding and
Disbursements made during the Reconciliation Window (See section 6.2).

Because Group Membersshare the liquidity associated with their Funding Provider’s CPP, a
Funding Provider sets a Net Send Limit (NSL) for each Group Member to control how much
liquidity each Group Member canuse. An NSL determines the amount by which the value of
payments that a Group Member sends can exceed the value of payments that the Group
Member receives during a Reconciliation Window. NSL is expressed as a negative number since
a Net Position will be negative when a Participant has sent more payments than it has received.
NSLs may be different for each Group Member and a Funding Provider may increase or decrease
its Group Members’ individual NSLs at any time if it spots trends of receiving or sending
Payments that would warrant such a change. Note: a change to the NSL does not affect the
Funding Provider’s CPP.

In managing its Current Prefunded Position for use by its Non-funding Group, Funding Providers
should take into account the impact of Reconciliation Windows on Net Send Limits. At the end
of each Reconciliation window, the Net Position of each Non-funding Participant client of a
Funding Provider will reset to $0. Hence, each Group Member’s ability to send Payments will be
limited to the difference between zeroand the member’s Net Send Limit notwithstanding the
fact that the member may have had a greater or lesser difference betweenits Net Position and
its Net Send Limit at the close of the prior Reconciliation Window.
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Non-funding Non-funding Non-funding
Group Member 1 Group Member 2 Group Member 3
Net Position 4 Net Position , Net Position 3
Net Send Limit (NSL), Net Send Limit (NSL), Net Send Limit (NSL)3

Group Member Net Positions & Net Send Limits

Figure 8. Group Members of Funding Providers do not have a Prefunded Requirement or CPP.

A Funding Provider may set NSLs that collectively exceed its Prefunded Requirement. TCH
reserves the right to require a Funding Provider’s Prefunded Requirement to equal the sum of
its Group’s NSLs, if TCH determines that the funding arrangementis unreliable or creates
unacceptable risk for the RTP System.

TCH limits the amount by which the sum of a Group’s NSLs may exceed a Funding Provider’s
Prefunded Requirement. Specifically, the absolute value of the sum of all Group Members’ NSLs
(again, NSLs are negative amounts) must be less than or equal to a Multiple that TCH sets times
the Funding Provider’s Prefunded Requirement.

NSL
GM=1

< PRpp X Multiple

This Multiple is configured and managed by TCH. Multiple values range from 1.0to 99.9 time
the Prefunded Requirement. For example, if a Funding Provider has a Prefunded Requirement
of $1M, and a Multiple of 5.0, the sum of its Group Members’ NSLs must not exceed -$5M. TCH

will inform a Funding Provider of the Multiple that TCH has established for its Group atthe time
the Group is provisioned on the RTP System, and at any time TCH changes the Multiple.

Said another way:
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< Multi
PRy, ultiple

If the Funding Provider adjusts any Group Member’s NSL to allow the Group Member to be able
to send a greater net value of payments such that the adjustment will cause the Multiple to be
exceeded in the above equation, the Funding Provider will no longer be able to increase any
other Group Member’sNSL or watermarklevels (see section 5.6), until (i) it adjusts the NSLs of
other Group Members’ so that the sum of the Group’s NSLs does not exceed the multiple, (ii)
TCH increases the Multiple, or (iii) TCH increases the Funding Provider’s Prefunded

Requirement.

Further, if the Multiple has been exceeded, TCH will not provision any new Group Members for
the Funding Provider until the Multiple is no longer exceeded.

Non-Funding Non-Funding Non-Funding
Group Member 1 Group Member 2 Group Member 3
NP, - $0 NP, - S0 NP, - SO
NSL, = ($50k) NSL, = ($50k) NSL, = ($50k)

Example of when Multiple = 2, the sum of the NSLs cannot
be lower than ($150k) or the absolute value of the sum of
the NSLs must be less than $150k

h
z NSL| <375k x 2

GM=1

Figure 9. Example of a Funding Provider’s initial position.

Figure 13 shows an example of what an initial position might look like for a Funding Provider
that has three Group Members, each with U.S. Transactional Deposits less than $100M. TCH
sets the Funding Provider’s Prefunded Requirement to $75k ($25k for each Group Member
according to Table 2). Further, TCH decides to assign this Funding Provider a Multiple of 2.
(Note thata Multiple of 2 is used here for ease of calculation; the actual Multiple TCH sets may
range from 1t099.9.)

This means the Funding Provider can allow its Group Members a total of no more than ($150k)
in NSL, so it assigns ($50k) to each of the three Group Members.
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If, for example, the Funding Provider’s opening CPP is $200k, it would have a buffer of $50k to
make sure that as Payment Messages are sent and received, its CPP will not drop lower thanits
Prefunded Requirement of $75k and require adding Supplemental Funds (see section 2.5).

The RTP System only releases a Group Member’s Payment Message if Payment would not cause
the (i) Member’s Net Position to drop below its NSL and (ii) the Funding Provider’s CPP to drop
below 0.

A Funding Provider, like Funding Participants, must monitor its CPP and provide Supplemental
Funding to increase its CPP to its Prefunded Requirement, if its CPP falls below its Prefunded
Requirement. The time at which such Supplemental Funding must occur depends upon whether
the Fedwire Funds service is operating at the time CPP falls below the Prefunded Requirement.
If CPP falls below the Prefunded Requirement,

e During Fedwire operating hours, then Supplemental Funding must be provided before
the next close of the Fedwire Funds service

e During non-Fedwire operating hours, Supplemental Funding must be provided at the
next opening of the Fedwire Funds service.

The following two Figures show anexample of each case.
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($50k)

Reconciliation Window

Figure 10. New Payment Message of S2K will cause breach of Net Send Limit.

Figure 14 shows that Group Member 3 which has a NSL of ($50k) is sending out more Payment
Messages thanit is receiving (note the downward slope of its Net Position curve). Mid-way
through the Reconciliation Window, its Net Position drops to (548k). This means that if Group
Member 3 sends a Payment Message for more than $2k to the RTP System, the System will
reject the Payment Message because it would cause the Member to breach its NSL. Both the
Group Member and the Funding Provider should proactively evaluate on a consistent basis
whether the Group Member expects to send more Payments during the Reconciliation Window
and whether the Group Member is likely to receive Payments that would increase the Group
Member’s Net Position by a sufficient amount thatits NSL will not be breached. Ifthe Group
Member and Funding Provider think that the Group Member’s NSL is likely to be breached, the
following options are available:

e The Group Member stops or limits its Payment origination activity for the remainder of
the Reconciliation Window, and/or;

e The Funding Provider adjusts the Group Member’s NSL to allow it to send more
Payments, and/or;
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e The Funding Provider provides Supplemental Funding that is specifically allocatedto the
Group Member.

It should be noted however, that even if a Payment Message would not exceed a Group
Member’s NSL, if the Payment Message would cause the Funding Provider’s CPP to drop below
S0, then the RTP System will reject the Payment Message and send an SNM to both the Funding
Provider and the Group Member notifying them of the problem.

Figure 15 shows Net Position curves of all three Group Members defined in Figure 12. Since the
Funding Provider has a Prefunded Requirement of $75k and has funded the Prefunded Balance
Account with $200k, its Group Members cannot have Net Positions that are together lower than
(5125k) or the Funding Provider’s CPP will fall below its Prefunded Requirement. The diagram
shows a point during the Reconciliation Window when the sum of all three Group Members’ Net
Positions totalsless than (5125k). As the Prefunded Requirement has been breached, the
Funding Provider is required to add Supplemental Funds as quickly as possible, but no laterthan
the timeframes noted above. There are safeguards provided by the RTP System with low and
normal watermarks (see section 5.5). It is incumbent on the Funding Provider to closely monitor
its CPP and its Group Member’s Net Positions and provide Supplemental Funding to the
Prefunded Balance Account as needed.
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Figure 11. Funding Provider’s CPP isless than its Prefunded Requirement, requiring Supplemental Funds.

Funding Providers will not want to risk the chance of having their CPP fall below their Prefunded
Requirement frequently or even risk having it approach $0, which would affect service to their
Group Members’ Customers. Because of this, TCH provides the feature of low watermarksand
normal watermarks (also referredto as high watermarks) for the CPP. To assist Funding
Providers in managing their CPPs, the RTP System provides the feature of low watermarksand
normal (sometimes called ‘high’) watermarks. These watermarksare amounts that are initially
set by TCH at the time of onboarding based on information provided in onboarding forms, but
they are managed by the Funding Providers via the RTP Management Portal thereafter.

The low watermarkis the value at which the Funding Provider will receive a notification via SNM
thatits CPP is low and requires attention. Once the Funding Provider’s CPP falls tothe low
watermarkvalue and the low watermark notification has been sent, the RTP System will not
send any further notifications until CPP rises to or above the normal watermarkvalue, at which
point a normal watermark notification will be sent. The normal watermarkserves as a reset for
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the low watermark. This prevents the system from sending repetitive low watermarkSNMs in a
condensed period of time, which may be burdensome to the Funding Provider. Subsequently, if
the Funding Provider’s CPP rises above the normal watermarkand then falls below the low
watermarkagain, a second low watermark SNM will be received. It should be noted that a
Funding Provider will not receive a normal watermark notification unless its CPP previously fell
below the low watermarkvalue and a Debut Cap Threshold Alarm is currently raised.

In the Funding Provider model, it is the Funding Provider’s CPP thatis being managed, not the
Non-funding Participant’s. Watermarkamounts are initially set by TCH at the time of
onboarding, but they are managed by the Funding Providers via the RTP Management Portal
thereafter.

In addition, the Funding Provider may establish individual low and normal watermarksfor each
of its Group Members. However, since Group Members do not have a CPP, these watermarks
are applied to a Group Member’s Net Position and help to ensure that its Net Position does not
drop below its Net Send Limit.

To illustrate these two different types of watermarks, Figures 16, 17 and 18 show the how
watermarksare used with a Funding Provider’s CPP and Figure 19 shows a Group Member’s Net
Position breaching its low watermark.

For example (see Figure 16), the low watermarkmay be an amount that is slightly above the
Funding Provider’s Prefunded Requirement. The RTP System will send an SNM to the Funding
Provider the first time its CPP breaches the low watermarkvalue. The SNM warns that the
Funding Provider should immediately add Supplemental Funds to the Prefunded Balance
Account in order to increase its CPP back to a normal level. This feature provides a buffer to
decrease the probability that a Funding Provider’s CPP will fall below its Prefunded Requirement
and approach $0.
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Figure 12. Funding Provider’s CPP falls below a low watermark.

If alow watermark hasbeen breached, a Funding Provider will want to add Supplemental Funds
for an amount that will increase their CPP above its normal watermark. See Figure 17. When a
Funding Provider’s CPP reachesits normal watermark following a low watermark SNM, another
SNM is sent to the Funding Provider which will serve as an indicator that the CPP has returned
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to a normal level. This means the RTP System has reset its Notification calculations so it will
issue a new low watermark SNM if the CPP again falls below the low watermark.

Funding Provider’s

Cutover Current Prefunded Position Cutover
Low 2" Low
Watermark Watermark
Notification Notification
Normal Watermark |-b —_
Opening .
Prefunded High

Position Watermark
Notification

Low Watermark

Supplemental Funds Added

Prefunding
Requirement

S0

Reconciliation Window

Figure 13. How High and low watermarks are properly managed with the use of Notifications (SNMs).

If however, the Supplemental Funding is not for an amount that would result in the Funding
Provider’s CPP reaching or exceeding the normal watermark, the RTP System will not reset its
low watermark Notification calculations. This will not trigger a new low watermark SNM if the
low watermarkis breached again. The normal watermarkserves as a reset for the low
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watermark which prevents the system from sending repetitive low watermarkSNMs in a
condensed period of time, which may be burdensome to the Funding Provider. See Figure 18.

Cutover Funding Provider’s Cutover
Current Prefunded Position
Low (CPP)
Watermark
Notification

Normal Watermark |—>

No low watermark
Notification sent because
normal watermark was
not reached aftera Low

Watermark Notification
Opening Prefunded \ Supplemental 4

Position Funds Fedwire

Insufficient to reach

normal watermark
Low Watermark

Prefunded

Requirement
With no pre-warning, CPP is no longer /

greater than the Prefunded Requirement.
Supplemental Funds are required to be
added to increase the CPP.

S0

Reconciliation Window

Figure 14. Supplemental Funding should be managed to take advantage of the RTP System’s Notifications.

In combination with Funding Provider-level watermarks, a Funding Provider can set low and
normal watermarksfor each of its Group Members to help protect against the Group Member’s
Net Position dropping below its NSL. See Figure 19.

If Group Members’ Net Position low watermarksare breached, both the Group Member and the
Funding Provider receive an SNM notifying both parties about the event. The Funding Provider
must adjust the Net Position Limit to a value that exceeds the Group Member’s normal
watermarkin order to reset its Notification calculations, so it will issue a new low watermark
SNM if the Net Position againfalls below the low watermark.
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Figure 15. Group Member’s Net Position falls below a low watermark set by the Funding Provider.

5 FUNDING MANAGERS

Funding Managers provide funding and make requests for disbursements on behalf of each of
their Non-Funding Participants, which have their own CPP on the RTP ledger.

Regardlesswhether it is a Participant, asa Funding Manager, it will not have a Prefunded
Requirement or a CPP. It is simply providing liquidity to its Funding Manager clients, which may
be one or more Non-funding Participants.

A depository institution may be a Funding Manager without also being a Participant on the RTP
System. If the institution chooses tobe a Funding Participant offering RTP Payments to its own
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Customers, it will have a Prefunded Requirement and carry a CPP, separate from any
requirements as a Funding Manager.

In this model, each Non-Funding Participant has a Prefunded Requirement, CPP and a Net
Position at any given time. See Figure 5.

Non-funding Non-funding Non-funding
Participant 1 Participant 2 Participant 3
Prefunded Requirement; Prefunded Requirement, Prefunded Requirement;
CPP, CPP, CPP;

Net Position, Net Position, Net Position;

Funding Provided Individually to Meet RTP Requirements

Figure 16. Funding Manager’s liquidity relationship with Non-funding Participants.

A Funding Manager provides a service that will satisfy the individual liquidity requirements of
each of its Non-funding Participant clients by providing Supplemental Funding in an amount
equal to or greater thaneach of the Non-funding Participants’ Prefunded Requirements to the
Prefunded Balance Account. These funds will be recorded by the RTP System as separate
Opening Prefunded Positions for each of the Funding Manager’sclientsand as Payments are
sent from or received by a client, the client’s Net Position and CPP changes. In this regard, all of
the concepts and processes described in section 2 of this document apply to these Non-funding
Participants.

However, there are some notable exceptions:

Both the Non-funding Participant and the Funding Manger will receive copies of all liquidity
event SNMs;

If a Funding Manager learns from an SNM that a Non-funding Participant’s CPP has fallen
below its Prefunded Requirement, the Funding Manager will be required to provide
Supplemental Funding to the Prefunded Balance Account and identify the Non-funding
Participant that should have an increase to its Net Position and CPP, in order to bring its CPP
back to the amount equal to or greater thanits Prefunded Requirement within the
timeframes specified in the RTP Operating Rules;
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Similarly, as a Funding Manager or a Non-Funding Participant notices it has Excess Liquidity (i.e.,
CPP minus the Prefunded Requirement is greater thanzero) and the Non-funding Participant
wants to receive some or all of this liquidity from the System, the Funding Manager will send a
Disbursement Request for the Non-funding Participant. Any Disbursement Requests will result
in a decrease to the Net Position and CPP of the Non-funding Participant client.

Under the RTP Operating Rules, a Non-funding Participant and its Funding Manager are required
to have appropriate communication and financial arrangementsin place to ensure that the
Funding Manager meetsthe Non-funding Participant’sfunding obligations in a timely and
reliable manner.

To assist Funding Managersin managing their Sending Participants’ 8 CPPs, the RTP System
provides low watermarksand normal watermarksfor their CPPs. Similar to the Funding
Provider, these watermarks are also initially set by TCH at the time of onboarding based on
information provided in onboarding forms, but they are managed by the Funding Managersvia
the Participant Portal thereafter.

The low watermarkis the value at which the Sending Participant and the Funding Manager will
receive a notification via SNM that the Sending Participant’s CPP is low and requires the Funding
Manager’sattention. Once CPP falls to the low watermarkvalue and the low watermark
notification has been sent, the RTP System will not send any further notifications until CPP rises
to or above the normal watermarkvalue, at which point a normal watermark notification will be
sent. The normal watermarkserves as a reset for the low watermark which prevents the system
from sending repetitive low watermark SNMs in a condensed period of time, which may be
burdensome to the Funding Manager and Sending Participant. Ifthe CPP rises above the normal
watermarkand then falls below the low watermarkagain, a second low watermark SNM will be
received. It should be noted that a Participant will not receive a normal watermark notification
unless its CPP previously fell below the low watermarkvalue.

For example (see Figure 6), a Funding Manager may determine to set its low watermarktobe an
amount that s slightly above its client’s Prefunded Requirement. The RTP System will send an
SNM to the Sending Participant and the Funding Manager if the CPP falls below the low
watermarkvalue. The SNM warns that the Funding Manager may need to add Supplemental
Funds to the Prefunded Balance Account in order to increase the CPP back to a normal level.
This feature provides a buffer to decrease the probability that a Sending Participant’s CPP will
fall below their Prefunded Requirement and approach zero.

® Funding Managersmay have both Sending and Receive-only Non-funding Participantsasclients. Receive-only Participantsdo
not have a Prefunded Requirement.
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Figure 17. Non-funding Participant’s CPP falls below a low watermark set by the Funding Manager.

Depending upon what the Funding Manager sets as its low watermark, if a Sending Participant’s
CPP falls below its low watermark, the Funding Manager may need to add Supplemental Funds
for an amount that will increase its CPP above its normal watermark.? See Figure 7. When a
Sending Participant’s CPP reaches its normal watermarkfollowing a low watermark SNM,
another SNM is sent to the Participant and the Funding Manager, which will serve as an
indicator that the CPP has returnedto a normal level. This meansthe RTP System has reset its
Notification calculations so it will issue a new low watermark SNM if the CPP againfalls below
the low watermark.

° Note that a Sending Participant’'s CPP will also be increased if the Participant receivesmore Paymentsthan it sends.
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Figure 18. How normal and low watermarks are properly managed with the use of Notifications (SNMs).

If however, the Supplemental Funding is not for an amount that would result in the Participant’s
CPP reaching or exceeding the normal watermark, the RTP System will not reset its low
watermark notification and will not send a new SNM if the low watermarkis breached again.

See Figure 8.
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Figure 19. Supplemental Funding should be managed to take advantage of the RTP System’s Notifications.

At the beginning of each Reconciliation Window, a Non-funding Participant’s Opening Prefunded
Position is set to the CPP at the time of the Cutover from the prior Reconciliation Window, and
its Net Position is reset to SO.

Non-funding Participants will receive the same Reconciliation Reports as Funding Participants, as
described in section 2.8.1.3, Funding Managerswill receive those same reports and will also
receive the Funding Agent Reconciliation Report which is a transaction summary of all Non-
funding Participant activity, including a summary of all Supplemental Funding and
Disbursements made during the Reconciliation Window.
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6 FUNDING AGENT RECONCILIATION PROCESSES

This section provides additional information that will be necessary in designing and
implementing a Funding Agent’s or a Non-funding Participant’s reconciliation processes and
procedures for RTP activity.

Each Reconciliation Window can be identified by the Reconciliation Window Date (the date on
which the Window is scheduled to close) and the Reconciliation Window ID (a three-digit
number assigned to each Window to uniquely identify it within a calendar day). These values
areincluded in Messages to Participants to allow for easy and flexible reconciliation.

For example, if the only Cutover of the day is at its scheduled time of 11:59pm ET, then the
Reconciliation Window Date will be the date the Cutover took place and the Reconciliation
Window ID will be equal to 001. If there were two Cutovers during the day, then the
Reconciliation Window Date is the day both Cutovers took place and the Reconciliation Window
on the first Cutover will be 001 and for the second Cutover will be 002.

Figure 20 shows an example of a Funding Provider’s activity over the course of twodays Day 1
23:59pm ET to Day 3 23:59pm ET. Afterthe initial Cutover on Day 1, there are three
Reconciliation Windows that occur in the diagram. Thefirst is the standard Cutover on Day 2 at
23:50pm ET but Day 3 has two Cutovers. At each one, an Opening Prefunded Position is
established for the Funding Provider (see the upper, light blue curve), and all Group Members
have their Net Position reset to SO (lower, darkblue curve).

For Funding Managers, each Sending Participant will have a new Opening Prefunded Position
established at each Cutover and all Sending Participants’ Net Positions will be set to SO.

In both cases, an SNM is sent with summary information on activity that occurred within that
Reconciliation Window and Reconciliation Reports become available with summary and detailed
information on activity that occurred during that Reconciliation Window to the Funding Agent
and the Non-funding Participants.
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Figure 20. Example of a standard and two non-standard Reconciliation Windows for a Funding Provider.

6.1.1 Payment Messages and Reconciliation Window IDs

TCH defines the usage of the Reconciliation Window Date within Payment Messages as follows:
“Date of the Reconciliation Window within which this transactionis processed and settled. If a
Message starts being processed at the end of a Reconciliation Window and during processing
crosses into another Reconciliation Window, the date of the Reconciliation Window during
which the process started will be used.”

The RTP System marks each outbound Payment Message to the Receiving Participant with the
relevant Reconciliation Window ID in the Clearing System Reference field and Reconciliation
Window Datein the Interbank Settlement Date field. The System will also mark each outbound
Payment Response with the relevant Reconciliation Window Date and Reconciliation Window 1D
in the same fields mentioned for the Payment Message above.
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6.1.2 Funding Activity and Reconciliation Window IDs

In addition, eachSNM that is sent to a Participant regarding a change to their CPP as the result
of Supplemental Funding or a Disbursement Request includes the Reconciliation Window Date
and Reconciliation Window 1D during which the event applied.

As part of the RTP Cutover process, the RTP System generatesa number of reports (see the
REAL-TIME PAYMENTS Reports Specification for complete information on all RTP reports). Two
reports in particular are designed for the purpose of allowing Funding Agents the ability to
reconcile RTP Payment activity against its own internally logged transactions.

6.2.1 The Funding Agent Reconciliation Report
The following information can be found in the report to assist with Reconciliation:

Funding Agent Account Summary — The total value and total volume of all Payments in and out
of the Funding Agent’s Account??, including total Supplemental Funds added and total
Disbursements made.

Transaction Details — Certain transaction details of each Payment sent and each Payment
received by each Non-funding Participant client of the Funding Agent. These details do not
include the name or account number of the Sender or Receiver.

Funding Details— A list of the individual Supplemental Funds added and Disbursements made by
the Non-Funding Participant clients of the Funding Agent.
6.2.2 The Funding Agent Tracking Position Summary (Funding Providers)

The Funding Agent Tracking Position Summary Report is designed to highlight Non-Funding

Participant’s fluctuations between the Tracking Position and their Tracking Position Limit for the
given reconciliation window??,

The report details for each Group Member:
The closing, minimum, and maximum Net Positions during the Reconciliation Window,

The closing, minimum, and maximum Net Spend Limits (NSL) during the Reconciliation
Window,

The difference between the closing Net Position and closing NSL,

'° Notwithstanding use of the term “funding account” neither Participants nor Funding Agentshave accountsin the RTP

System. Theterm isused to describe a way to associate RTP ledger positionswith a Funding Agent or Participant in certain RTP
documentsand systems.

" Tracking Positionand Tracking Position Limitreferto a Non-funding ParticipantsNet Position and Net Send Limit.
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The difference between the minimum Net Position and minimum NSL, and

The difference between the maximum Net Position and maximum NSL.

Non-funding Participants that have a CPP (or their TPSPs if applicable) should establish an
automated reconciliation process that uses the Participant Reconciliation Report and the
Detailed Payment Reconciliation Report as input to ensure its system logs match the RTP System
logs. At a minimum, each Non-funding Participant that has a CPP should ensure that the
Opening Prefunded Position, Net Position, and Closing Prefunded Position contained within
these RTPreports align with similar values recorded within the Participant’s systems.

In addition, the Detailed Payment Reconciliation Report may be used to manually research
individual Payments in the event a discrepancy is identified.

Several scenarios explain why a discrepancy may occur:

RTP Reconciliation report includes a Payment, Supplemental Funding or Disbursement that
does not appear on the Non-funding Participant’s system logs. This scenario could happen
for example if a Payment Response Message (pacs.002) sent by the RTP System was never
received by the Non-funding Participant’s system so the event was never logged. Or,
possibly the Non-funding Participant’ssystem received the Response Message but a
database issue caused the event to not be logged properly.

RTP Reconciliation report does not include a Payment, Supplemental Funding or
Disbursement that the Non-funding Participant’s system logs show as having taken place.
This scenario could happen for example if a Sending Participant submits a Payment Message
to the RTP System and logs it as complete even though the Message timed out as never
having been processed by the RTP System. While rare, this scenario could occur if the RTP
System properly processes a Payment but the event is not recorded on the RTP System logs
(Back Office logs).

Non-funding Participants or their TPSPs building new automated reconciliation processes or
configuring existing processes should include the following functional requirements within their
system design:

As Payments are settled and final at the exact time are processed, posting to Customer
accounts must be immediate. Posting must not be reliant on receipt of RTP Reconciliation
reports.

The reconciliation process must be flexible enough to handle standard Cutover intervals (24
hours) and Cutover events that occur at non-standard times if found necessary by TCH. This
should be accomplished using the Reconciliation Window ID (Cycle number) provided in
both reconciliation reports and the Clearing System Reference field included within each
Payment Message (pacs.008) processed through the RTP System;
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The standard Reconciliation Window completion (and thus the two reconciliation reports)
may be delayed due to normal processing issues. While this could delay the close of a
Reconciliation Window, it will not delay the opening of the new Reconciliation Window. The
value of the Opening Prefunded Position for the new Reconciliation Window will be the
value of the CPP at 11:59pm ET of the old Reconciliation Window even though the Cutover
process was delayed. Non-funding Participantsshould continue to leverage the Interbank
Settlement Date and Clearing System Reference field included within each Payment
Message (pacs.008) to determine the Reconciliation Window Date and ID in which activity
will be reported;

Payments that are in flight at the time a Cutover process begins will be marked with the
relevant information for the Reconciliation Window in which the Payment began. That s, if
a Payment Message is sent by a Non-funding Participant on Day1 just prior to Cutover but
the Response Message is received just after Cutover on Day2, the Response Message will
contain an Interbank Settlement Date equal to Day 1;

Reconciliation must be based upon the RTP Reconciliation Day not the calendar day.
Payment Messagesthat begin during the minute between Reconciliation Day 1, 11:59pm ET
(when Cutover occurs) and 12:00am ET (when the calendar day ends) are reported on
Reconciliation Day 2. These Payment Messages will have an Interbank Settlement Date of
Day2 in its Payment Message and will appearin Day 2 Reconciliation reports even though
the Non-funding Participant’s system logs show the payment was processed on the prior
calendar day.

In rare incidents when RTP System processed Payments are not properly recorded to the
RTP System logs, RTP Reconciliation reports will not include that Payment for that
Reconciliation Window even though the Payment is settled and final. Once TCH Support has
been notified of the discrepancy by the Non-funding Participant, corrective measures will be
taken to record the Payment in the RTP System logs but the corrected entry will be madein
a Reconciliation report for the subsequent Reconciliation Window. This will result in the
Non-funding Participant seeing a discrepancy on reports from two Reconciliation Windows
for the same amount (one negative and one positive). This may also impact the Opening
Prefunded Position of the Participants involved in the Transaction, as the Transaction will
not be included in the calculation of Opening Prefunded Position. Instead, it will be included
in the Net Position of the next Reconciliation Window.

When creating anautomatedreconciliation process, the itemsin the table below should be
taken into consideration.

v" Reconcileinternallogs to RTP x  Assume internal logs match RTP logs
Reports

v" Rely on theInterbank x Rely on the Creation Dateand Time in a
Settlement Date and Clearing Payment Message to determine when
System Reference within a the Transaction will be reported

Payment Message to determine
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when the Transaction will be
reported

Ensure your reconciliation
process is flexible enough to
handle delays in the completion
of the Cutover process

Anticipate non-standard
Reconciliation Window
Cutovers

Post Payments and make funds
immediately availablein
accordance with RTP Operating
Rules

x  Hardcode the Reconciliation Window
Cutover time as 11:59 PM ET

x  Rely on difficult manual processes in
non-standard Reconciliation Window
Cutover scenarios

x  Hold funds availability until RTP
Reconciliation Reportsare available or
remove funds availability should RTP
Reconciliation Report availability be
delayed

Table 4. Recommendationsto follow when creating an automated reconciliation process.
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7 APPENDIXA - GLOSSARY

The following table contains additional definitions of some common RTP System terms and
acronyms used in this document and other documents in the RTP System documentation
library.12

The RTP Systemshall continuously record a Current Prefunded Position
for each Funding Participant, Non-funding Participantthat has a Current
Prefunded Position, and Funding Provider. The Current Prefunded
Position of a Funding Participant or a Non-funding Participant thathas a
Current Prefunded Position is the sum of the Participant’s Opening
Prefunded Positionandits Net Position (whether positive or negative)
The Current Prefunded Position of a Funding Provideris the sum of (i)the
Funding Provider’s OpeningPrefunded Position; (ii) the Net Positions
(whether positive or negative) of all Non-funding Group Members that
havea funding arrangement withthe Funding Provider, (iii) any
Supplemental Funding that has not already been used to increase the Net
Position of a Non-Funding Group Member, and (iv)anythathasnot
already been accounted for in the Net Position of a non-Funding Group
Member.

CurrentPrefunded
Position (CPP)

The Cutover (or close) of a Reconciliation Window i mmediately causes
the current Reconciliation Window ID to beincremented and allnew
Cutover Messages received fromthat pointare allocated to the new
Reconciliation Window. Messagesthatwerein flightatthetime of
cutover will complete within the oldwindow.

A Participant (other than a Non-funding Group Member) and a Funding
Provider may requestthat TCH, astheagentfor all Funding Participants
Disbursement and Funding Agents, transfer funds from the Prefunded Balance Account
to that Participant (or its Funding Manager) or to the Funding Provider in
anamount up to theamount of any Excess Liquidity.

The amountof a Participant’s Current Prefunded Position that exceeds

Excess Liquidity the Participant’s Prefunded Requirement.

Fedwire The Fedwire Funds Service™ operated by the Federal Reserve Banks.

A depository institution thathas become a party to the Prefunded Balance
Funding Agent Account Agreementand, either as a Funding Manager or a Funding
Provider.

2 Thislistisnotinclusive of all termsdefined withinthe RTP Operating Rules. Please referto the Real-Time Payments Operating
Rules and Real-Time Payments Participation Rules for more information.
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Funding Participant

A Participantthathas becomea partyto the RTP Prefunded Balance
Account Agreement with the Prefunded Balance Account Bank and that
requests and receives Disbursements from the Prefunded Balance
Account, as permitted by these RTP OperatingRules, to its Federal
Reserveaccountand if the Participantis a Sending Participant, prefunds
foritselfin accordance with the RTP Participation Rules and the RTP
Operating Rules.

Normal Watermark
(sometimes called
‘High’ Watermark)

Along with low watermark, these are predetermined amounts managed
by the Sending Participant or Funding Agent (in the case of Non-funding
Participants) thattrigger warnings from the RTP System when breached.
Watermarks help ensure the Participant’s or Funding Provider’s Current
Prefunded Positionis never lowerthan its Prefunded Requirement.

Low Watermark

Along with Normal watermark, these are predetermined amounts
managed by the Participant or Funding Agentthattrigger warnings from
the RTP System when breached. They help ensure the Participant’s or
Funding Provider’s Current Prefunded Positionis never lower than its
Prefunded Requirement.

Message

A transmission of a Request or a Response from one Participant to
another Participant throughthe RTP System.

Multiple

Avaluesetbythesystem operator (between 1.0 and 99.9) which limits
the amount of creditthat can be assigned by a FundingProvidertoits
Non-funding Group Members.

Net Position

A Participant’s Net Position starts atzero atthe beginningof each
Reconciliation Window and is the net of all increases and decreases
recorded by the RTP System for the Participant’s Supplemental Funding,
RTP Payments, and Disbursements (each, as applicable) duringthat
Reconciliation Window.

Net Send Limit

Alimiton the negative Net Positionthat each Non-funding Group
Member may incurduring a Reconcilement Window.

Non-funding Group
Member

A Participantthatisa member of a group of Non-fundingParticipants
thatusea common Funding Provider.

Non-funding Participant

A Participantthatis nota Funding Participantandthathasan agreement
with either (i) a FundingManager to act on the Participant’s behalf with
respecttoits funding obligations or (ii)a Funding Provider to be a Non-
funding Group Member.

Opening Prefunded
Position

A Participant’s or a Funding Provider's new Opening Prefunded Position is
its Current Prefunded Position at the opening of a new Reconciliation
Window. OnceanOpening Prefunded Position is recorded, the position
does notchange until the opening of the next Reconciliation Window.

The definition aboveis simplified fromthe RTP Operating Rules. Refer to
the Real-Time Payments Operating Rules for the complete definition.

Participant

A depository institution that has entered into a Participant Agreement
and Indemnity with TCH.
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Participant Portal

A browser based administrative portal provided by TCH thatis accessed
over theinternetusinga secure VPN.

Atransferof value froma Sender to a Receiver throughthe RTP System

P
ayment pursuantto a Payment Message.
A messageintheformatspecified by the RTP Technical Specifications,
submitted by a Sending Participant to the RTP System, that when
Payment Message released by the System, instructs the ReceivingParticipant to pay a fixed

amount of money denominated inU.S. Dollars to the Receiver to
effectuatean RTP Payment.

Prefunded Balance
Account

The specialdepositaccount established for the joint benefit of all Funding
Participants and Funding Agents by the Prefunded Balance Account Bank
for the purpose of supporting the operations of the RTP System.

Prefunded Requirement|

A dollar amount determined by TCH that (i)is the minimum level of
fundingthata Participant or a Funding Provider is required to payintothe
Prefunded Balance Account beforethe Participant or a Participantthatis
a Non-funding Group Member of the Funding Provider’s Non-funding
Group can begin sending Payment Messages using the RTP System and (ii)
is equalto the Current Prefunded Position thata Participant or Funding
Provideris generally expected to maintain inthe RTP Systematall times.
Participants thatonlyreceive RTP Payments and Participants thatare
Non-funding Group Members will not have a Prefunded Requirement.

Reason Code

A codesignifyingthereason fortherejection of the original Message. It
is used inthe Payment Status Report (pacs.002) sent by the Message
Sender or the RTP System (depending on where therejection happened)
to the Message Sender if the Request has been rejected.

Receive-only Participant

A Participant of the RTP Systemthatchooses to offer Customers the
ability to receive andnot send RTP Messages.

Receiver

The Customer of a ReceivingParticipant whose Accountis designated for
receiptofan RTP Paymentin a Payment Message.

Receiving Participant

The Participantthatholds the Receiver's Accountand thatreceives a
Payment Message.

Reconciliation Window

Oneor moredefined time periods during the RTP Day for tracking
Paymentand funding activity for purposes of producing reconciliation
reports attheclose of thetime period.

Request

Any Messagethatinitiates a new exchange of Payment or Payment-
related information between two Participants inthe RTP System or
between the Participantand the RTP System. (Credit Transfer, Request
for Payment, Request for Information, Remittance Advice, etc.)

©2021 The Clearing House Payments Company

L.L.C

53



RTP® Funding and Settlement for Non-funding Participants and Funding Agents

Any status or acknowledgment Message sentimmediately in response to
a Request.

Note: Messages such asthe Responseto Requestfor Payment (RRFP),

Response ResponseforRequest for Information (RRFI), and Response to Request
for Return of Funds (RRFR) areinitiated by the Participantas an answer to
anearlierRequest Transaction and are considered new Request
Messages ratherthan Response Messages.

RTP or RTP System The Real-Time Payment System.

Sender The Customer of a SendingParticipantthatsends a Payment Instruction

to the Sending Participant.

Sending Participant

The Participantthat holds the Sender’s Account and initiates an RTP
Payment.

Supplemental Funding

A Sending Participant or a Funding Agent may transfer Supplemental
Funds to the Prefunded Balance Account during Fedwire operatinghours.
Upon receipt of an advice from the Prefunded Balance Account Bank
relatingto such atransfer, the RTP Systemshall record an increaseinthe
Sending Participant’s Net Position and the Current Prefunded Position of
the Sending Participant or the Funding Providerin theamount of the
transfer.

System Notification
Message (SNM)

Used by the RTP System to notify the Participants and Funding Agents,
either individually or as a group, of significant events or information.

TCH

The Clearing House Payments Company L.L.C.

Third Party Service
Provide (TPSP)

A commercialdata processing service organization, a Personoperatinga
data transmissionfacility, orany other Participant thatacts on behalf of a
Participant, assuchParticipant’s agent, to transmit and receive Payment
Messages, Payment Message Responses and Non-payment Messages
through the RTP System and may also conduct technical testing as agent
of Participant using the RTP Test Solutions.

Transaction

An individual transaction processed by the RTP System, it consists of both
a Request Message and a Response Message.

Table 5. RTP System Terms and Acronyms Defined.
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