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Making Payments Faster

Wire ACH CardChecks

• Not going away!

• Faster than paper 
clearing, but still 
not fast 

• Can be real-time, but 
expensive

• Not suited for low-
value or spontaneous 
payments

• Now offering Same-
Day clearing and 
settlement, but it’s 
still batch

• Near-real-time, but 
require days to settle

The payments industry continues to focus on improving the speed of clearing and settlement…



Faster Payments
Todd Koehn, VP, Faster Payments



Faster payments trends

54% of existing DDA’s in RTP network as of July 2020 

$4.6 million in payroll delivered via RTP network 
during a 2 week period in early June

FedNow will augment private systems, not replace, 
available 2023 - 2024



Faster payments in the future

Upwards of 70% of existing DDA’s in RTP network at 
the end 2021, Zelle live on RTP network in 2021

Fintechs/POS providers looking to joining RTP to 
spend up settlement, improve liquidity for SMB’s  

300 to 400 Community Banks in the network by end 
of 2021



Traits of a real time payments

24x7x365 Payments are sent and received all times of the day, every day of the year

Instant Payments are sent within seconds 

Irrevocable Once sent, payments can’t be recalled

Certain
Payments are actively acknowledged or rejected along the transaction 
chain, providing transparency 

Settlement
Periodic net settlement between participants occurs after the payment is 
made



RTP/FedNow – consists of two things

• Use of a certified 3rd party

• Direct

Transactions

Settlement 

• Use of a certified 3rd party

• Direct

What this means for you

• Integration with key systems is critical when selecting a transaction partner.

• What transactions do you hope to offer your retail vs. commercial customers?

• Education is critical – Bankers’ Bank can help.

• How do you manage you managing your settlement in account in a 24x7x365 world?



Most financial institutions need a Funding Agent 
and a Third Party Service Provider (TPSP)

NetworkCommunity Bank

Transactions

$$’s

Transactions

$$’s

TPSP Community Bank



RTP Explained:  24/7 two-way messaging, with a 
real-time, prefunded settlement model

Participant
Bank/CU

Participant
Bank/CU

Real-Time Messaging 
(24/7, two-way)

• Prefunded Requirement
• Supplemental Funding
• Disbursements

Messages include:  
• Credit Transfer (payment)
• Request for Payment
• Request for Return of Funds
• Request for Information
• Remittance Advice
• Payment Acknowledgement

Funding Agent

Option: Self-Fund, or 
use a Funding Agent

Option: Connect directly, or use
a Third Party Service Provider

Third-Party 
Service Provider

* RTP settles each transaction in real time by debiting the Sending Participant’s position and 
crediting the Receiving Participant’s position, which are backed by funds held in the Joint 
Account.

Prefunded 
Joint Account

Real-Time 
Settlement*



Characteristics of Bankers’ Bank 
Funding Agent

Provides seamless delivery of funds to and from the prepaid account ensuring effective 
use of bank dollars and operational staff

Provides reconciliation reporting and advices for ease of daily bank balancing

Monitors prepaid balances to ensure adequate funding is available

Removes back office calculation and initiation of drawdowns and fund ups through a 
managed solution

Keeps the bank informed on position and recommends changes based on activity to 
optimize use of bank funds



Leveraging a Funding Agent and a 
TPSP

TCH/FedNow – Network Operator
• Processes eligible transactions
• Routes transactions to Participant FIs 
• Settles activity to FI network accounts 
• Defines and manages network rules and compliance

Financial Institution - Participant
• Transaction posting

posting entries; stand-in processing; manage flows
• Transaction initiation 

funding entries;  fraud monitoring; user interaction 
• Settlement Management

Third Party Service Provider (TPSP)
• Enabling FIs to initiate, receive, and connect to TCH/FedNow

Initiation

Authentication

Payer

Approval by Payer’s FI

Clearing

Receipt

Settlement

Reconciliation

Bank Settlement
• Enabling FIs to fund, manage and settle funds at the 

bank settlement level
• Utilize Line of Credit when Bank is unable to fund 

account 
Line of Credit

BankNetwork TPSP



Activity at Bankers’ Bank

Receive activity 
from 

TCH/FedNow

Post Net 
Settlement 

Amount to DDAs

Distribute RTP 
Advices to 
FIRESafe

Cash 
Management 

DDAs



Transaction Activity - Settlement



Posted to DDA – Cash Management



Questions



Thank you!

Contact information:

Todd B. Koehn

VP – Faster Payment Solutions

tkoehn@bankersbank.com

(614) 400-1284

mailto:tkoehn@bankersbank.com


• Bankers’ Bank

https://www.bankersbank.com

• The Clearing House 

https://www.theclearinghouse.org/payment-systems/rtp

• The Faster Payments Council

https://fasterpaymentscouncil.org/

• FRB Payment Improvement Process

https://fedpaymentsimprovement.org/

Faster Payments Resources 

https://www.bankersbank.com/
https://www.theclearinghouse.org/payment-systems/rtp
https://fasterpaymentscouncil.org/
https://fedpaymentsimprovement.org/

