CCORS: ANew Erain
Cheque Clearing

The Reserve Bank of India's transformative initiative to revolutionise
cheque clearing through real-time, continuous processing—marking
a decisive shift from manual operations to fully digital banking
infrastructure.

Presented by Ashish Jain — Banking Educator



The Evolution of Cheque Clearing in India

Manual Clearing CCORS Revolution
Physical exchange at clearing houses Real-time continuous clearing
1-2 days settlement T+3 hours settlement
CTS Era

Digital image transmission

T+1 or T+2 settlement

Each evolutionary stage has brought measurable improvements in speed, accuracy, and customer satisfaction. From days to hours
—the journey reflects India's commitment to digital banking excellence.
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Manual Clearing: The Foundation Years

The Traditional Process

Before the 2000s, cheque clearing was entirely manual. Banks like
State Bank of India and Punjab National Bank physically exchanged
cheques at designated clearing houses.

e Physical cheques transported between banks
e Manual verification and reconciliation
o Settlement took 1-2 days minimum

o High operational costs and risks
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Cheque Collection Policy: Standardising Timelines

1 2
/NN / N\

State Capitals w Major Cities k O ) Other Areas

7 days maximum collection w aximum collection 14 days maximum collection

time T time
Priority locations with robust Tier-1 and Tier-2 urban centres Smaller towns and rural
infrastructure branches

The RBI introduced the Cheque Collection Policy to protect customers from unreasonable delays. Any delay beyond
these timelines triggers mandatory interest compensation.
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Interest Compensation Framework

4 N\ ( )

Delays Beyond 14 Days Delays Beyond 90 Days

Customer receives interest at savings account rate Customer receives interest at term deposit rate or
TD rate + 2%

Calculated from date of deposit to date of credit

Significantly higher compensation for extended

delays
\_ J Y,

This framework created strong incentives for banks to prioritise timely settlements, ultimately leading to technological
innovations in cheque processing.
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CTS: The Digital Transformation
Begins
Cheque Truncation System (2010)

The introduction of CTS marked India's entry into digital cheque
processing. Instead of physically transporting cheques, banks now
transmitted electronic images through secure channels.

I/Elimination of physical cheque movement

» Standardised cheque formats with CTS-2010 specifications
[/éolour-coded security features and MICR encoding

l%entralised clearing infrastructure reducing operational risks
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CTS Settlement Timeframes

Before 11:00 AM

Cheques presented in morning session clear by T+1 (next

working day)

After 11:00 AM

Cheques presented in afternoon session clear by T+2 (two

working days)

%ster than manual clearing, but still not meeting real-time

expectations.
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Why We Need Speed

‘% Customer ?@ Business @@ Competitive
Expectations Requirements < Advantage

UPI, NEFT, and RTGS have Modern businesses operate Banks offering faster
created expectations for on tight cash flow cycles. clearing gain market share.
instant settlements. Delayed cheque clearance Technology enables
Customers increasingly impacts working capital differentiation in an
question why cheques take management and business increasingly competitive
days when digital payments operations. financial services
are immediate. landscape.

In August 2024, the RBI Monetary Policy Committee formally proposed CCORS as the solution.
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Introducing CCORS

(J Full Form: Continuous Clearing and On Realisation
Settlement

CCORS represents the next generation of cheque processing_
infrastructure in India. Unlike CTS's batch processing approach,
CCORS enables continuous clearing throughout the banking day
with near-instantaneous fund realisation.

Multiple clearing cycles throughout the day

Immediate fund transfer upon verification

Integration with Core Banking Systems (CBS)

Real-time status updates for customers



Strategic Objectives of CCORS

e N\
Real-Time Settlement Minimise Delays
Eliminate waiting periods and enable same-day cheque Reduce settlement timeframes from days to hours,
realisation across all participating banks improving operational efficiency

\. J

e D
Enhance Liquidity Strengthen Ecosystem

Improve liquidity management for businesses and Create seamless integration between cheques and digital

individuals through faster fund availability payment modes like UPI, NEFT, RTGS

\_ J
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RBI Vision 2025: Fully Digital Banking

Transforming India's Payment Landscape

The Reserve Bank of India envisions a completely digital banking

ecosystem where every transaction—regardless of instrument—
settles in real-time.

CCORS aligns perfectly with existing instant payment systems:

UPI - Instant peer-to-peer transfers

NEFT — 24x7 electronic fund transfers

RTGS - Real-time gross settlement

CCORS - Real-time cheque clearing

"Same-day settlement" becomes the universal standard.
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Key Features of CCORS

01

02

Py

Six Daily Cycles
Multiple clearing windows from 10:00 AM to 4:00 PM

03

ontinuous Processing

No waiting for batch completion—cheques processed as received

04

CBS Integration

Automated connection with Core Banking Systems for instant updates

Real-Time Confirmation

Immediate settlement status notification to customers and branches
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Six Settlement Cycles: Daily Timeline

Cyclel
10:00 - 11:00 AM

Cycle 2
11:00 AM - 12:00 PM

A

Cycle 3
12:00 - 1:00 PM
Cycle 4
1:00 - 2:.00 PM
Cycle 5
2:00 - 3:00 PM
Cycle 6
3:00 - 4:.00 PM

Each cycle operates independently, ensuring continuous clearing throughout the banking day. This structure provides multiple opportunities for same-day settlement.
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The T+3 Hours Response Rule

Critical Compliance Requirement

Every bank must respond to each cheque batch within 3 hours of
receiving it. This response must be either:

‘/ositive Confirmation: Funds available, cheque cleared

« Negative Confirmation: Insufficient funds or other rejection
reason

0 Example: Cheque presented in 10:00—-11:00 AM cycle
must receive response by 2:00 PM latest
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Cut-off Time and Next-Day Processing

Final Cycle: 3:00 Cut-off at 3:30 PM Operational Balance
4:00 PM

Any cheques deposited after This structure maintains
The last clearing cycle of the 3:30 PM will automatically roll system stability whilst

day processes cheques over to the first cycle of the maximising daily clearing
received until 3:00 PM. This next working day (10:00- opportunities. Staff can

allows sufficient time for the 11:00 AM). complete reconciliation before
T+3 hour response window. end of business hours.
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Benefits of CCORS Implementation

Faster Clearing @ Risk Reduction § Automation & Efficiency g3 Better Liquidity @

T+3 hours instead of T+1 or T+2 days—  Continuous monitoring and real-time Reduced manual intervention through Improved working capital management

enabling same-day fund availability validation minimise fraud and CBS integration and automated for businesses and individuals
operational errors workflows

Enhanced Trust ¥

Customer satisfaction increases with
transparent, predictable clearing
timelines
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Implementation Guidelines for Banks

) 9

CBS Integration IT Security Compliance
Seamless connection between CCORS platform and Implementation of RBI cybersecurity frameworks and
existing Core Banking Systems data protection standards

&) ©

% Staff Training Daily Monitoring

Comprehensive training programmes for operations staff, Real-time tracking, exception handling, and end-of-day
IT teams, and customer service reconciliation protocols
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Comparison: Manual vs CTS vs CCORS

System Settlement Time Mode Daily Cycles Risk Level

Manual Clearing 7-14 days Physical 1 per day Q

CTS T+1 or T+2 Digital 2 per day Moderate
image

CCORS @ Real-time ( 6 per day ) Low
—— ———

The evolution from manual to CCORS represents a 98% reduction in settlement time—from 14 days to just 3 hours.
This transformation fundamentally changes how banks manage liquidity and customer expectations.

LS



Operational Challenges to Anticipate

IT Integration Failures Power & Grid Outages

System incompatibilities Electricity disruptions or
between legacy CBS platforms network failures interrupting
and new CCORS infrastructure real-time clearing cycles and
requiring middleware solutions creating settlement gaps

Staff Training Gaps

Insufficient understanding of
new processes leading to
operational errors and customer
service issues

System Patch Errors Compliance Pressure

Software updates causing unexpected bugs or Meeting RBI's strict timelines whilst managing

downtime during critical clearing windows existing operational workload during transition

period
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Case Study: Post-Dated Cheque Error

- ". The Incident
-~ b T

b.,ﬁ.

A post-dated cheque dated 5 March was incorrectly processed and cleared on 28
February—five days before the specified date.

The Consequences

’/Ajstomer's account debited prematurely
/Insufficient funds caused bounce of legitimate cheques

o Customer filed formal complaint with banking ombudsman

« Bank faced regulatory scrutiny and compensation liability

The Lesson

Robust automated validation checks are essential. CCORS must include date

verification algorithms that prevent premature clearing of post-dated
instruments.
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Risk Mitigation Measures

®

Automated Date Validation

System-level checks preventing processing of post-dated
cheques before maturity date

Q@

RBI Monitoring Framework

Centralised oversight and reporting mechanisms for
tracking system performance
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Real-Time Balance Verification

Instant account balance checks before confirming cheque
clearance to prevent overdrafts

]

Audit Trail & Reconciliation

Comprehensive logs of all transactions with automated
daily reconciliation processes



Impact on Banking Operations

85%

Reduction in Cheque
Float Time

X2.5Cr

Improved Daily
Liquidity
Significant decrease in the Average daily improvement
period between deposit and in branch-level fund

fund availability availability

100%

Compliance &
Transparency

Complete audit trail and
regulatory compliance
through automated systems

92%

Customer
Satisfaction

Increased satisfaction
scores in post-
implementation surveys
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Conclusion: Embracing the CCORS Revolution

"CCORS represents the Reserve Bank of India's commitment to building a world-class payment infrastructure that matches

global standards whilst serving India's unique banking landscape.’

s N\ N\ 2
Next Big Leap Near Real-Time Secure & Transparent
CCORS is transforming Indian Three-hour settlement windows Building trust through automated
banking efficiency and customer enable same-day cheque realisation validation and comprehensive audit
experience trails

\_ J U J U y,

As banking professionals, your role in implementing and operating CCORS will directly impact India's digital transformation journey.

LS



