
Give to AgEcon Search

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search.

Help ensure our sustainability.

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their 
employer(s) is intended or implied.

https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Historic, archived document 
  

Do not assume content reflects current 
scientific knowledge, policies, or practices. 

 



Design Considerations
United States in Joint EBT SystemsDepartment of

^_,_u,_o for the Food Stamp Program
Food and

ConsumerService and Special Supplemental
omc.o, Nutrition Program for Women,
Analysis and

_.,_o. Infants, and Children



DESIGN CONSIDERATIONS IN JOINT EBT SYSTEMS
FOR THE FOOD STAMP PROGRAM AND

SPECIAL SUPPLEMENTAL NUTRITION PROGRAM
FOR WOMEN, INFANTS, AND CHILDREN

July 1995

Authors:

Eugene J. Costa
Edith M. Smith

Submitted by: Submitted to:

Phoenix Planning & Evaluation, Ltd. U.S. Department of Agriculture
3204 Tower Oaks Boulevard, Suite 200 Food and Consumer Service
Rockville, Maryland 20852 Office of Analysis & Evaluation

3101 Park Center Drive

Alexandria, Virginia 22302

Subcontractor to: Project Officer: Julie Kresge

Price Waterhouse

Project Director: Joseph T. Casey

This study was conducted under _ Number 53-3198-1-020 with the Food and Consumer Service, U.S. Depanmem of Al_iculture, underthe
au_,a_ryof thc FoodStamp Aa of 1977, u amend_ Po/fa of view oropinico _ in tim rq:_ donot n_a_rily rqn_ the officialpc_ti_ of
tl_ Food and Conmma Sarvi_



ACKNOWLEDGMENTS

The authors would like to express our appreciation to the many individuals who contributed
to this report. Several individuals at the Food and Consumer Service provided significant time and
input in helping define the scope of the report, and in providing review and commentary. Special
thanks are extended to Julie Kresge, Erin McBride, Melanie Casey, and Joyce Kohler.

Particular thanks are due to Terry Williams, the State of Wyoming EBT Manager and WIC
Program Manager for his review and commentary and to James M. Richard, Director, and Forrest
C. Jones, Director, Special Projects, Division of WIC, Alabama Department of Public Health for their
contribution of Appendix D - Alabama's WIC Financial EBT System Approach - to this report.

This report could not have been completed without the cooperation and support of the EBT
vendor of the Wyoming project, National Processing Company, and in particular, Sidney Price, Senior
Vice President.

Finally, we wish to thank the many people at Price Waterhouse, LLP, and Phoenix Planning
& Evaluation, Ltd., who helped prepare this report.



TABLE OF CONTENTS

Chapter 1 Introduction .................................................... 1

Overview of EBT ................................................ 3

Current EBT Projects and Initiatives .................................. 3
Organization of This Report ........................................ 4

Chapter 2 Access Card Alternatives .......................................... 7

Magnetic Stripe Cards ............................................ 7
Integrated Circuit (IC) Chip Cards ................................... 9
Optical Memory Cards ........................................... 10
HybridCards .................................................. 11
Trends and Developments in Card Technology ......................... 12

Chapter 3 Processing Alternatives ........................................... 15

Primary Differences Between Processing Systems ....................... 17
Recipient Account Information ..................................... 17
AuthorizingTransactions ......................................... 18
Updating and Reconciling Accounts ................................. 19
Functional Issues for Consideration ................................. 19

Processing of Issuances .......................................... 19
Blocking Transactions on Lost or Stolen Cards ........................ 20
Manual Transaction Processing ..................................... 22
Telecommunications ............................................ 22

CardCapability ................................................ 23

Chapter 4 Specific State WIC Program Requirements ........................... 37

Requirements Which May Differ From State to State .................... 37
Eligibility ..................................................... 38
VendorRestrictions ............................................. 38

Food Prescription Categories ...................................... 39
Formula Tracking Procedures ...................................... 40
Maximum Value of Prescriptions ................................... 41
Valid Date Range on WIC Food Prescriptions ......................... 42
BenefitInstruments ............................................. 44
VendorCertification............................................. 46

Verification of Certification(VOC) .................................. 47



APPENDICES

Appendix A EBT Design Through Comparison of FSP and WIC
Functional Requirements .................................. A-1

Appendix B USDA WIC Program Electronic Benefit Transfer Vision Statement,
November 1994 ......................................... B-I

Appendix C Wyoming's Design to Meet WIC Functional Requirements ......... C-1

Appendix D WIC Financial EBT System Approach ........................ D-1
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Chapter 1

INTRODUCTION

Most, if not all State directors of the Special Supplemental Nutrition Program for Women.

Infants, and Children (WIC) are examiningfhe use of electronic benefits transfer (EBT) to deliver

benefits to program participants. Much has been written regarding the positive impacts that accrue

to aHstakeholders through the use of EBT. The Food and Consumer Service (FCS) has sponsored

several demop_ration projects of EBT technology for delivery of food stamp and cash programs, the

results of which have highlighted the many positive impacts of EBT over a paper-based delivery

system. To date, however, only one State has tested the delivery of WIC benefits using EBT. _ A key

decision facing each State WIC Director is which type of EBT system should be chosen for benefit

delivery. The purpose of this report is to assist State WIC Directors and other policy makers in this

sele_ion process.

WlC benefits are traditionally provided in three different ways: home delivery, direct

distribution of food, and retail purchase. Benefits are predominantly delivered through retail

purchase. W]aere home delivery is available, the deliverer of food items is generally determined

through a competitive bid situation. The prescribed food items are delivered to the participant, and

the State pays for the items, plus a delivery charge as determined by contract. Direct distribution

requires the pa_icipant to pick up their food items at a distribution'warehouse_ Through retail

purchase, specific items and quantities are indicated on paper vouchers or checks. The items listed

on th_e,se vouchers or checks are referred to as the food prescription, and each prescription includes _

In 1991, Wyoming conducted a small pilot program w_h benefit access provided by
integrated circuit (IC) chip cards, and processing handled off-line. That demonstration illustrated
delivery of WlC benefits to a limited number of participants in Natrona County.

In March 1995, Wyoming began operating an EBT system to demonstrate multi-program
benefit delivery (WlC and Food Stamp-Program (FSP) benefits) to a larger group of program
recipients using off-line technology and one IC chip access card per family. Beyond the multi-
program demonstration area, WlC benefits will he provided on IC chip cards, with provisions to link
other health-related program it.formation to the card (e.g., childhood immunization records).
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a valid date range when the items may be purchased. In addition, many States include a maximum

dollar value which the retailer can be reimbursed for the food purchase. The maximum value is

established by the WIC offices based upon expected prices of items listed in the food prescription.

Each method of benefit delivery can be accommodated through EBT.

This report examines a variety of benefit access cards, on-line and off-line processing

methods, and provides an overview of functional requirements to consider in establishing the system

components based upon WIC regulations and State-specific needs. Since WIC is a supplemental

nutrition program tailored to meet the specific needs of individual participants, the food purchases

using WIC benefits are restricted to those items approved in Federal regulations which a qualified

health professional at a local WIC clinic has determined as appropriate for the participant. The results

achieved in this program are critical to the continued health of the participants; therefore, the goals

of each State are important factors in creating an EBT system as they will help establish the system's

design parameters and dictate the enhancements that can be achieved by each stakeholder._ Some

examples of these enhancements include:

· reduced time spent by a WIC participant "in the lane "at a WIC retailer site;

· a reduction in retailer and participant fraud related to WIC purchases;

· reducing paper processing and reconciling functions by WIC retailers; financial institutions,
and State personnel,

· providing WIC retailers with next business day financial settlement for WIC purchases; and

· enhancing individual nutrition through item level purchasing not available with paper systems.

' Stakeholders include State and local clinic personnel, WIC participants, WIC retailers, and
financial institutions. Each stakeholder group should be considered in planning for EBT. Retailers
are especially critical in order to ensure that participants have adequate access to their benefits.

2
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OVERVIEW OF EBT

EBT is an dectronic funds transfer (EFT) application which delivers federal and State benefits

to recipients by combining automated financial transaction processing with point of sale (POS)

terminals, automated teller machines (ATMs), and card access devices. In conjunction with the U.S.

Departments of Treasury and Health and Human Services, the Department of Agriculture, Food and

Consumer Service, is encouraging the development of systems to deliver multiple program benefits.

EBT provides program agencies with an alternative benefit delivery mechanism, replacing paper

vouchers, checks, and coupons with benefit accounts and access cards with recipient-selected

personal identification numbers (PiNs). Because WlC and FSP benefits are restricted to food items,

access is only provided using POS devices in authorized retail locations.

Current EBT Projects and Initiatives

EBT systems have been in use in various areas of the country on a demonstration basis since

1982, and Maryland is the only State to offer a statewide EBT system for the delivery of benefits.

Demonstrations have shown the use of magnetic stripe and IC chip ("smart") access cards, on-line

and off-line technology, single program and multi-program benefits, stand-alone and integrated

processing, and participation ranging from small-scale to statewide. With the passage of the Mickey

Leland Memorial Domestic Hunger Relief Act of 1990 (the Farm Bill), use of magnetic stripe access

cards with on-line EBT systems became an operational alternative to the paper food coupon system

for the Food Stamp Program. In 1993, the Federal EBT Task Force was established to provide

leadership in the development of nationwide EBT. Working with States which wish to pursue multi-

state EBT systems, a strategy will be followed to create prototype or state-initiated systems which

would further refine the characteristics which are inherent in an interstate EBT system?

Retail stores are authorized to participate in the FSP by the FCS, and authorized to
participate in WlC by the State agency.

2 See Federal EBT Task Force report, "From Paper to Electronics: Creating a Benefit
Delivery System that Works Better and Costs Less - An Implementation Plan for Nationwide
EBT." May 1994.
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The EBT system in Maryland delivers FSP and several cash program benefits through the use

of an on-line telecommunications system accessed with magnetic stripe cards. In addition to the

Maryland system, on-line EBT systems are operational in Reading, Pennsylvania; Ramsey County,

Minnesota; Linn County, Iowa; Bemalillo County, New Mexico; and Camden, Hudson, and Essex

counties in New Jersey. Texas and South Carolina are currently in the process of implementing

statewide on-line EBT systems. The only operating off-fine EBT systems are in Montgomery County,

Ohio, where FSP benefits are accessed by approximately 11,000 recipients using smart cards; and as

mentioned previously, in Wyoming, which has developed a multi-program off-line system to provide

WIC and FSP recipients in selected counties access to their benefits through the use of a smart card

at authorized retail locations. Many other States are in various stages of EBT planning and

development for WIC and other benefit programs.

ORGANIZATION OF THIS REPORT

This report is comprised of this introductory chapter, three additional chapters, and four

appendices. Chapter 2 explores the different types of plastic access cards available in the

marketplace, while Chapter 3 discusses the differences between on-line and off-line processing

systems reflecting experience gained in Wyoming's design of an EBT system. Chapter 4 highlights

some variations in State WIC Program requirements which become integral pieces in the development

of an EBT system. Some of these variations include the type of benefit instrument, choice of system

vendor, frequency of required nutrition visits, valid date ranges for use of food prescriptions, and

maximumvalues.

The report concludeswith four appendiceswhichprovideadditiohalinformationon WlC EBT

systems. These appendices address topics as follows:

Appendix A - EBT Design Through Comparison of FSP and WlC Functional Requirements

Appendix B- USDA WIC Program Electronic Benefit Transfer Vision Statement,
November 1994

4
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Appendix C - Wyoming's Approach to WIC EBT

Appendix D - Alabama's WlC Financial EBT System Approach
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Chapter 2

ACCESS CARD ALTERNATIVES

There are two types of cards which are being used to access benefits in the existing EBT

systems: magnetic stripe and IC chip. The EBT program in Reading, Pennsylvania used a "non-

standard" magnetic stripe access card in order to accommodate their EBT requirements at the time

the demonstration was initiated in 1984. This EBT program, delivering FSP benefits, continues to

use "non-standard" cards. Due to the growing acceptance of magnetic stripe debit and credit cards

in the retail food industry, EBT systems developed for the delivery of FSP benefits now use magnetic

stripe plastic cards which meet industry standards. _ Also, for projects which deliver cash program

benefits (e.g., Aid to Families with Dependent Children) the use of cards which meet industry

standards has allowed benefit access through ATMs.

In addition to magnetic stripe and IC chip access cards, States are considering using other

technologies including optical memory cards and "hybrid" cards, which combine multiple technologies

onto one card. All of these access cards are described in further detail below.

Magnetic Stripe Cards

Today, consumers are most familiar with magnetic stripe cards which are used for credit and

debit transactions. The use of a magnetic stripe has changed the manner by which credit card

transactions are processed. 2 It has also opened a new avenue for consumer payment and cash access

by enabling the dollar value of a purchase to be "debited" or withdrawfi from an account - provided

that a sufficient balance exists in the account. In much the same way that the use of the magnetic

Industry standards for cards are promulgated by the International Standards Organization
(ISO).

2Prior to the use ora magnetic stripe, credit card transactions were processed by imprinting
a paper form with the embossed information from the front of the user's plastic card. Multi-part
carbon forms, and later carbonless paper forms, were processed through the payment system to
complete the transaction and credit the retail store at which the credit card was used.
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stripe has reduced or eliminated the processing of paper associated with credit card transactions,

paper food coupons, and their associated processing, have been eliminated in those States using EBT.

This concept also applies to accessing cash program benefits (such as AFDC and General Assistance)

at retail stores or ATMs, where an EBT card functions like a bank debit card.

The magnetic stripe on the back of the card may contain three tracks of data (the width of the

stripe indicates the number of tracks which the card can accommodate). In terms of maximum

capacity, Track I can carry 79 characters; Tracks 2 and 3 can hold 40 and 107 characters,

respectively._ Magnetic stripe cards are frequently used with on-line telecommunications systems

which access a database; however, some "stored value" applications - where a dollar value is placed

on the card and purchases reduce the available card balance - may process transactions in an off-line

environment.

From the standpoint ofEBT, a magnetic stripe card could be used to carry limited amount

of relevant benefit information, based on the storage capacity of the magnetic stripe? The card would

be "swiped" through a card reader and the information contained on the magnetic stripe could be

displayed on screen or printed for review. A magnetic stripe card could also be used as a key to

access a database through on-line communications, in a manner similar to bank ATM networks, for

The tracks normally operate as follows:

· Track 1 contains cardholder name and identification information of up to 76 alphanumeric
characters; three additional characters mark the end of the data on the stripe and tell the
terminal that the information has been read correctly.

· Track 2 contains information identifying the issuer of the card; it may also contain the
personal identification number (PIN) of the cardholder, in an encrypted format as well as
transaction routing instructions for the POS terminal. Thirty seven of the 40 numeric
characters are available for use.

· Track 3 may contain 107 numeric characters; 104 available for use, and three reserved.

2 Most magnetic stripe cards today that meet ISO standards can store up to 250 bytes of
information. To compensate for this limited capacity, standard codes could be used to the extent
required by the application using the magnetic stripe card.
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retrieval of information. In this way, information which would be too large to be stored on a

magnetic stripe could be made available to the local benefit provider or recipient.

Integrated Circuit (lC) Chip Cards

Integrated circuit (IC) chip cards are used extensively in Europe_in and Pacific Rim countries,

most notably in France where the technology was developed in the early 1970%. Cards with IC chips

can perform a wide range of capabilities._ While the existing infrastructure in the United States is

based upon the use of magnetic stripe technology, IC chip cards can provide restricted access to

specific fields of information through the use of different security codes. There are few suppliers and

limited experience with IC chip cards in the United States, however, this technology is experiencing

increased interest, partially as a means of enhancing the security of information contained on, or

accessed by, the card. EBT systems using IC chip cards do not exist for programs which deliver cash

benefits due in part to the fact that most ATMs deployed in the United States do not have the ability

to handle IC chip cards? IC chip cards can be utilized in either on-line or off-line systems, and

These cards range from simple memory cards to store and transport data, to sophisticated
microprocessor chip cards with internal operating systems, expanded memory (including ROM and
accessible memory) and built-in software. Chip cards are generally discussed in terms of the
following three categories:

- Simple memory cards with an electronically erasable, programmable read-only
memory (EEPROM) serial chip with storage of up to 0.125 kilobytes. These cards provide no
security at the card level and are used primarily as portable data files.

- Personalized memory cards containing an integrated processor and EEPROM
memory chip ranging up to 2 kilobytes, accommodating personal identification number (PIN) code
and password protection, and having a unique internal serial number.

- Microprocessor cards containing processing and memory capability with EEPROM
memory in the range of 3 to 32 kilobytes, and the ability to provide a high level of security including
internal encryption/decryption and key management. These cards are often referred to as "smart
cards."

2 ATMs are available with dual purpose card readers; however, they have not been widely
deployed due to their additional expense and current !ack of applications.

9
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terminals are available for both POS and ATM applications. As a means of improving security, IC

chips on cards could be used since they cannot be counterfeited as easily as magnetic stripe cards.

However, it should be noted that several alternatives are being developed to enhance the security of

magnetic stripe cards _including the use of photographs on credit and debit cards as a further means

of identification.

One of the major drawbacks to using chip card technology is the lack of existing standards

surrounding the data layout on an IC chip and the encryption and security functions of the card. This

limits the usefulness of the card as some applications may be limited to a "closed" system. 2

Manufacturers are adopting standards set by the International Orgafiization for Standards (ISO)

which will make smart cards and their terminals more interchangeable, providing flexibility in the

selection of terminal and cards which will be compatible with one another.

Optical Memory Cards

Optical memory cards are plastic cards the size of standard credit cards with a wide reflective

optical stripe on one side of the card. The stripe contains information which is "burned" onto the card

using a laser. Once data are written onto the card, the data cannot be erased or modified. 3 The

inability to erase information mitigates against the risk of data being altered. The card is useful for

carrying large volumes of data that do not require frequent updating. The card has the capacity to

store up to 16,000 kilobytes of digital information, equivalent to over 1,200 pages of text (depending

upon data compression techniques used). There are two types of optica! cards: WORM (write once,

read many) and ROM (read only memory). Information can be added to WORM cards.

Watermark Magnetics and HoloMagnetics are alternatives for increasing security on
magnetic stripe cards. Although magnetic stripe readers currently deployed are able to read these
cards, the increased security provided by these technologies requires enhanced card readers.

2The card issuer controls the distribution of card "reader" and "writer" devices that will work
with the cards.

3 "An ABC of Optical Memory Cards (OMC)," Olympus Optical Co., Ltd., Hachioji City,
Tokyo, Japan.

10
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Optical memory cards are an emerging technology, and are used in a very limited scale at the

present time. These cards have proven to be extremely durable and are capable of storing large

amounts of data. Many health-related services envision a great benefit from these cards, despite the '

need for specialized equipment such as card reader/writers. The optical card reader can be attached

to a personal computer (PC) with standard cables, making it ideal for applications which already use

PCS in their activity. It is perhaps slightly premature to consider optical memory cards to access

social program benefits due to the existing infrastructure used by POS terminals and ATMs. While

the WlC Program is health-related, benefits are in the form of food items, and most authorized WIC

retailers would be most likely to invest in electronic systems which could accommodate consumer

debit and credit card transactions.

There are a small number of companies that make cards and terminals; however, the

incompatibility of these cards and terminals does not enable use of one company's cards in another's

terminals. One of the touted benefits of the optical memory cards is the "environmentally tolerant"

nature of the card; unlike magnetic stripe and lC chip technology, manufacturer's claim that optical

strips are unaffected by magnetic and electrostatic fields. Some European countries, including Spain

and Scotland, are experimenting with the use of optical memory cards in health care applications.

Standards are currently being developed for data on the card, and similar to chip cards,

entrance to particular fields of information can be restricted through the use of different security

access codes. Several pilot programs are underway around the world to draw on the extensive data

storage capabilities of this technology.

Hybrid Cards

Hybrid cards combine the features of two or more technologies to store or access data. The

use of a magnetic stripe card with an IC chip to enhance security is an example of a hybrid card. In

addition, many colleges and universities have experimented with hybrid cards containing magnetic

stripes, bar codes, and photographs which provide students with a variety of services such as building

access, library use, vending and copy services and laundry facilities. While these systems tend to

11
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operate within the school facilities, many have been enhanced to include the use of the cards in

commercial ATMs and POS terminals as well. _ Delaware is the first State to explore the possibility

of delivering social program benefits with EBT through the use of hybrid cards, incorporating a

magnetic stripe and an optical memory stripe on the access card.

Trends and Developments in Card Technology

In the United States, the predominant card technology used in the EFT networks is magnetic

stripe. These cards are used at POS terminals in retail stores to make purchases, and at ATMs to

withdraw and transfer fimds. As noted above, additional card technologies are available which offer

a variety of features. Significant interest in card technologies has recently lead to major developments

which are outlined below.

Developments with Chip Cards

Chip card technology has recently been gaining recognition through the combined efforts of

Europay, MasterCard, and VISA, in developing (joint) standards for chip card applications in the

financial services industry These specifications, referred to as EMV doint Specifications, are

comprised of three parts. Part I outlines electromechanical characteristics, logical interface, and

transmission protocols. Pan 2 provides a set of tools that define common sets of data elements and

commands. Part 3 defines the flow of transaction processing. Europay, MasterCard, and VISA have

all announced plans to adopt microprocessor chip cards as a standard technology over the next few

years. These cards may be used in both on-line and off-line systems. The Food and Consumer

Service of the U.S. Department of Agriculture has published draft functional requirements needed

to facilitate the use of IC chip cards for federal food programs.

I The Department of Defense is testing the use of a multi-technology card called the MARC
card.

12
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Several large financial institutions and other organizations are launching major pilot projects

to develop pre-paid chip card ("electronic purse") applications that can be used for small dollar value

purchases, vending machine purchases, and transit systems. First Union Corp., NationsBank, and

Wachovia plan to have one million chip cards in circulation in time for the 1996 Summer Olympic

Games in Atlanta, Georgia. One type of chip card will be in the form of a disposable card which will

allow individuals to deposit cash into an ATM in exchangefor a card holding the remitted cash value.

The second card will be for the respective bank's customers and will allow the cardholder to transfer

funds from their bank accountonto the chip for use in chip card applications. In Delaware, a

microprocessor chip card test is planned for early 1996 in which 50,000 cards will be issued by an

undisclosed group of participating banks and will be linked to consumers' checking accounts.

Cardholders will be able to purchase goods from approximately 150 merchants.

The implication of this new increased emphasis on chip cards for EBT systems development

is that the costs of implementing a chip card based system are likely to decrease significantly as the

commercial sector adopts this technology over the next several years. It also means that the risks

associated with implementing a new technology will decrease as cards, readers, and supporting

systems become more reliable and as standards are put in place.

Security Issues

While magnetic stripe cards have been prone to fraud and counterfeiting, various alternatives

to enhance security on these cards have been undertaken. The first initiative proposed using a

repeating pattern of holographic images (different for each card) which will be read by an optical

sensor based on random registration of holographic images to the edge of the card. These images

become each card's signature or key code. This code is written to the magnetic stripe at the time of

initial encoding and read when each transaction is performed, comparing the code and stripe for

validity. For this reason, if data is re-encoded to a standard stripe, the signature of the stripe and the

encoded code will not match.

13
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Watermark Magnetics, only possible on low-coercivity magnetic stripe cards, utilizes a special

magnetic code that is placed on the stripe during the production phase. This code is created by

orienting the magnetic particles into a specific patterned stripe and, later, encoding this stripe in the

same method as a normal stripe. The regular encoded data can be read with standard readers,

however, the specially created stripe must be read with a separate reader head, aligned at an angle.

Recent initiatives to take photographic images and compress the data to fit onto a magnetic

stripe are currently being explored to enable visual identification of card users. This technology

stores the image on the third track of the magnetic stripe. Many of the POS terminals which read

magnetic stripe cards do not read the third track; however, new terminals are equipped with this

capability and the old terminals may need to be replaced as a general course of business.

14
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Chapter 3

PROCESSING ALTERNATIVES

Two technological approaches to EBT processing have been demonstrated to date: on-line

and off-line. In an on-line system, a message is telecommunicated to a central database for

authorization of the transaction. In an off-line system, the transaction is authorized by the card and

terminal without the need for external communications. Traditionally, the on-line EBT systems have

employed magnetic stripe cards (both conforming to plastic card standards as well as non-standard

cards); off-line EBT systems have used IC chip access cards. On-line systems, however should not

be thought of as only magnetic stripe card systems, nor should off-line systems be referred to as

"smart card" systems. The type of access card does not necessarily characterize the processing

system; rather the distinction should be made on the basis of how the transaction is authorized. Both

processing systems are functionally similar from the recipient's point of view, though many aspects

of the actual processing differ. Credits to designated accounts of retail stores in off-line and on-line

systems are made on a next-business day basis.

In an on-line system, transactions are authorized at the point of sale by the retailer initiating

a telecommunications connection to a central location where a database is maintained. This

connection may be made directly to the central location, or through the use of a third party processor

which switches the transaction to the central location for approval. _ In this way, any existing POS

system that the retailer may have in place could handle on-line EBT transactions, although the third

' In practice, many on-line systems allow certain types of transactions to be authorized
without immediate approval from the host computer. For example, transactions below a specified
dollar amount may be "preapproved" and settled in periodic batch processing. This practice is
classified as part of an on-line system since the predominant procedure is direct approval from the
host for transactions.

15
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party processor would need to make system modifications to identify and route EBT transactions to

the appropriate EBT processor. _

Off-line transactions are normally authorized without accessing a database at a central site.

The access card contains information concerning the account balance, and authorization is obtained

through an inquiry between the POS terminal and the access card. If the balance (dollars or in the

ease of WIC, units ora food category or subcategory) is sufficient, the transaction is recorded at the

POS terminal 2 and on the access card, decrementing the available balance on the card. Off-line

systems access a central processor to upload files of transactions representing activity since the last

settlement process. In this way, off-line systems are also subject to telecommunications-related

problems if the line is unavailable or encounters a problem during the file upload though the

settlement is not as time critical as an ondine authorization message. Off-line systems generally

receive files from all locations within a specific period each day in order to meet settlement windows

(for transferring funds) at financial institutions. Off-line EBT systems have been designed to enable

the retailer to establish a preferred time to upload transaction files which may either match the retail

store's own settlement day, or reflect a period of !ow transaction activity at the retail store. (On-line

systems also permit retailers substantial flexibility to settle terminals at a time convenient to their

operations.)

In the same way that the retailer system could use a third party processor to handle on-line

transactions, off-line transaction files could be uploaded to the third party processor and transferred

to the EBT processor for settlement purposes and to update the processor's database. Alternatively,

the files could be uploaded directly to the EBT processor without first passing through the third party

Third-party processors must conform to interface specifications promulgated by the EBT
processor to ensure compatibility and correct processing of transactions.

2Each store must be equipped with a storage device which captures transaction information
for subsequent transmission to the EBT processor. The storage device is also used to hold
information received from the EBT processor for posting to access cards the next time the card is
used. These storage devices can be stand-alone personal computers which support multiple POS
terminals in a store, or they can be incorporated into the POS terminal.
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processor. To date, there has been no third party involvement in off-line EBT activity due to the

developmental nature of the application in food stores.

On-line systems are susceptible to system outages (at the retail store, at the third-party

processor, or at the central location) or to telecommunications failures. Off-line systems, however,

are not likelyto incur system-wide or store-wide outages. Rather, a card or individual terminal can

fail causing a particular individual or lane to be unable to access benefits, but not all stores, lanes, or

recipients. In both on-line and off-line systems, a process for performing manual transactions -

obtaining the card number and gaining authorization or approval for the purchase without the

automated EBT system - is necessary, and liability issues are generally addressed by agreement. In

general, manual transactions must be authorized by the processor and a hold is placed on the account

in the amount of the transaction, pending receipt of the manual transaction's documentation.

Off-line EBT systems have only been demonstrated using smart cards, which are capable of

storing and processing data with the use of a card reader/writer. However, off-line systems may use

a variety of access cards, depending upon the functionality desired.

PRIMARY DIFFERENCES BETWEEN PROCESSING SYSTEMS

Some key considerations in selecting the processing alternative would include, but not be

limited to, the preferred location of the recipient's account data, the procedures for authorizing

transactions, and the method in which accounts are updated and reconciled.

Recipient Account Information

In current on- and off-line EBT systems, the recipient's account information (i.e., the amount

of benefits -- fimds or food items -- available from the program) is sent by the State or local office

to the EBT processor's host computer. In an on-line system, the EBT processor is responsible for

maintaining this data, on a host computer, and authorizing or denying transactions in progress as

requested by the POS terminal or ATM. In current off-line systems the processor downloads the
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informationto a numberof pre-selectedstore locations. When the recipient visits one of the selected

stores,the benefitsare loaded to the card. The location of recipient account information allows for

on- or off-line authorizationof transactions.

Authorizing Transactions

Manysystemsin the privatesectorperformsettlementoff-line,however most of these systems

use on-line authorization of transactions, even when floor limits are used. Floor limits are set by

merchants based upon the amount of risk which the merchant is willing to assume in a transaction.

All transactions below this floor limit are not authorized on-line, and when the transaction is

processedoff-line,the merchantassumesthe risk that the customer's account has sufficient funds (or

credit) availablewhen the transaction is posted. For example, a grocery store or gas station may

accept abank(i.e.,ATM) cardfor purchases. Since the averagepurchase amount tends to be a low

dollarvalue, the store maydetermine that the ex)stto obtain authorization cannot be justified for the

dollaramountof the transaction. The store determines that it is willing to accept the risk that when

the transaction is processed off-line at the end of the day, funds may not be available in the

consumer's account. This concept has been used for many years with credit card transactions.

From the perspective ofEBT, a truly off-line system (such as those in Ohio and Wyoming)

performsauthorizationwithout telecommunicationsto a central host. The transaction is authorized

againstthebalanceheldon the card. There are only periodic (generally daily)uploads of transaction

information (e.g., to accomplish settlement and backup file account balance maintenance) or

downloadsof information(e.g., "hot card" informationto block further transactions from cards that

have been reported lost or stolen, and manualtransactions).

There has recently been increased interest in stored value applications. These applications

have been in use for many years, often in closed programs such as transit systems, where cards are

loaded with a specific dollar amount, and value is deducted with each use of the card. Although

existingstored valueapplicationstend to lack security features (cards are transferrable to any user),

the value is deducted at the time of purchase, andthe riskto the retailer of non-payment is eliminated.
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Stored value programs are considered off-line applications since the approval or authorization occurs

between the card and the terminal. Access cards for stored value applications include magnetic stripe

cards (used with transit systems and college and university cards) and chip cards with additional

functionality.

Updating and Reconciling Accounts

At a predetermined time in every 24 hour period, the EBT processor in an on-line or off-line

system creates a file of credits - one for each store with EBT activity during the day - and submits

the file to a designated bank for clearing through the automated clearing house (ACH) network. In

an on-line system this process can be accomplished independent of the retail store; in an off-line

system either the retailer or the processor must initiate the process and send/collect all transactions

for settlement. Since the retail store in an off-line system must provide some preliminary processing

of transactions, it is necessary for the store to be involved with establishing the daily cutoff time for

store terminals to ensure that sufficient time is allotted to process transactions and send them to the

EBT processor to meet the processor's internal deadline or cutoff time for the host system. On-line

systems can automatically perform settlement at the processor's selected time; however, the retail

store may elect to have settlement performed to coincide with their business day.

FUNCTIONAL ISSUES FOR CONSIDERATION

The inherent differences of on-line and off-line systems, identified in the previous section, are affected

by several system functions.

Processing of Issuances

In an on-line system, the benefit information is received by the EBT processor from the State

or local office, and is made available for use at a certain time (e.g., 12:01 a.m.) on the effective date.

Since the data resides on the processor's system, once it has been received and edited it can be ready

for acxess by the recipient - at an ATM or POS terminal. In an off-line'system, data must be loaded
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to the card, for access remotely) The existing off-line EBT systems have established a process where

a limited number of retail stores are selected by the recipients to which they would go to have benefits

loaded onto their cards the first time they shop, or perform a balance inquiry, on or after the effective

date of the benefits? Benefits are loaded to the recipient's card at one of these retail stores. To

ensure that duplicate issuances do not occur, a flag is set on the card to indicate that the benefits have

already been added to the card. To date, none of the off-line systems has provided access to benefits

for cash programs, ff smart cards were used to access cash benefits, the existing ATMs would be

eliminated (if they were not retrofitted) as places to load benefits onto the card since most ATMs in

the United States presently do not accept smart cards.

Blocking Transactions on Lost or Stolen Cards

There is a fundamental difference in the treatment of lost and stolen cards in on-line and off-

line EBT systems, due in part to where the data resides. In the on-line EBT systems, data is

maintained by the processor. All transactions are authorized against the database at the processor,

with the exception of manual transactions which are performed when the system is not functioning. 3

Even stores which cannot perform "on-line _ automated transactions are able to place a telephone call

to customer service and verify that sufficient funds are available in the recipient's account. On-line

systems are able to quickly place a "hold" on a card that has been reported lost or stolen so that no

An alternative to loading the data on the card could be to download the data directly to one

retail store, selected by the recipient. This method would restrict the recipient to using only that one

retail store to receive benefits, and would reduce the value of using this system by restricting mobility.

It would however provide an accurate account balance at any time, since there is only one place to

access all program benefits.

2Benefit issuance information is prepared by the processor and sent to the retail stores during
the end of day settlement process. Issuance information is transmitted in order to be available to be

loaded to the recipient's card on the effective date.

3Other manual wansactions may be performed, by agreement, by "non-traditional" retail sites.

These retail sites may obtain authorization; however, with an off-line system the authorization cannot

be performed on a real-time balance. Therefore, the retail store may assume all or part of the risk on

this transaction, depending upon the agreement between the State and the retail store.
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further on-line transactions can be authorized using the card following notification to customer

service m even if the password security (personal identification number) has been breached, x

Recipients can be prompfiy issued a new card and have immediate access to their remaining account

balance using the new card.

In the existing off-line systems, recipients are supposed to report lost and stolen cards to

customer service (or a local office) so that the cards can be "turned off" to prevent unauthorized use.

However, a card is not effectively "turned off" in an off-line system until the processor downloads

a negative file (containing the appropriate card information) to all participating retailers during their

first settlement following the report of the lost or stolen card. If the PIN is known or obtained by

anyone in possession of the card, benefits on the card are vulnerable until each retail store has

received information on lost and stolen cards or the card is used at a store that has received the

updated negative file.2

In existing off-line systems, recipients do not get immediate access to their remaining account

balance. This balance must first be determined, which cannot occur until all retail stores have settled

after the card was reported lost or stolen (which usually occurs within 48 hours after the report)?

In either on-line or off-line systems, benefit access is secured with the recipient's personal
identification number (PIN) -- in the same way that access to retail bank accounts with plastic cards
is secured. This method is not foolproof, and in some cases, PINs may be unintentionally divulged
by the recipient. In addition, benefits are unprotected under either system from the time the card is
lost or stolen until it is noticed and reported by the recipient. The specific application of Regulation
E coverage to EBT, which could limit the amount of benefits unprotected, is currently being studied.

2 When a lost or stolen card is submitted during a purchase at a store that has received the
updated negative file, the EBT terminal locks the card and records a flag on the attempted transaction
so that the card may be removed from the hotcard file. This issue may be designed differently in a
statewide, regional, or nationwide system.

3 At this time, the balance used is the lower of the "host-derived" card balance or the "last
reported" card balance on the host computer. Existing off-line EBT systems maintain a host-derived
card balance on the processor's host computer. This host-derived balance is updated for each
cardholder during settlement each day, based upon transaction activity as reported by the retail stores.
Also, with each transaction, the updated card balance is also logged. During settlement, the
processor's host computer determines which balance (by date and time stamp) is the last reported card
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Manual Transaction Processing

Manual transactions are performed at the retailer's discretion whenever a transaction cannot

be approved in an automated manner. If the on-line system is unavailable, or a communication link

cannot be established between the POS terminal and the system, a manual transaction is performed.

In an on-line system, the retailer obtains an authorization code from the processor following

verification that sufficient funds are available in the account. A temporary hold is placed on the

account, pending receipt of paperwork for the manual transaction. Similar to an on-line system,

manual transactions are also possible in an off-line EBT system. However, unlike an on-line EBT

system, transactions are not posted on a real-time basis, and the EBT processor has access only to

account balances that result from the prior day's settlement activity. Since transactions are authorized

against the database on the card, manual transaction amounts may not be reflected in the card balance.

Therefore, if a manual transaction depletes the card balance, additional transactions could be

authorized over-drawing the account. Off-line transactions occurring on the same day as the manual

transaction would not have been posted to the recipient's account on the host computer, resulting in

this additional risk. Also, a retailer's failure to settle during the prior day could further affect the

accuracy of account information.

Telecommunications

Telecommunications is a factor in the type of EBT system which is chosen by a State or

region for a demonstration of an EBT system. For example, Wyoming's selection of an off-line

system was made in part because of the state's high cost of telecommunications and the rural

environment. There are only three telecommunications nodes in Wyoming, which would result in

balance. The maintenance of these two balances enables benefits to be replaced when cards are
reported lost or stolen (or non-functioning).

In the existing off-line EBT demonstrations, the decision to process manual transactions has
been left to the sole discretion of the retailer as no guarantees for these transactions have been made
by the State, county, or EBT processor. The sole exception to this is in Wyoming where a single can
of infant formula may be provided, and will be covered by the State.
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many locations incurring long distance charges to place calls to these nodes. In an on-line EBT

system, retail stores need to have a dial-up or dedicated line to connect to the EBT processor (or

third party) throughout the day. In an off-line system, transaction information is up-loaded and

down-loaded between the processor and the store at least once a day, and at a selected time(s) which

can be atter the store is closed, or at a period(s) of low activity. In this way, an off-line system can

utilize an existing (multi-purpose) phone line to handle this transfer of data. It is possible in an off-

line system to better control telecommunications costs since transactions can be sent when

telecommunications rates are not at their highest._ In addition to the cost of telecommunications

within the area for the EBT system, the existing infrastructure should be examined to determine

periods of outages - what causes the outage, and the duration of the outage. If the

telecommunications service within the proposed EBT area suffers outages during periods which

would coincide with peak service usage, client access to benefits could be impaired.

Card Capability

As previously noted, on-line systems access benefits through a telecommunications link to a

database where transactions are authorized. The cards in on-line systems are used predominantly to

store transaction routing information, the card owner's identification and security code (PIN). In the

United States, on-line systems have historically used magnetic stripe cards; however, as noted

previously, increased concern with fraud and security have prompted many card issuers to review

alternatives to enhance card security.

On-line EBT systems which have been demonstrated to date have used cards with magnetic

stripes. One of these demonstration projects uses a non-standard magnetic stripe card, which

provides capability within a closed system, but which cannot be used outside that specific system.

Use of non-standard cards precludes the ability of the EBT card to.piggyback effectively on an

In fact, in some on-line systems, retail stores which function as their own processors for
transactions have determined that it is less costly for them to establish a telecommunications link at
the beginning of the day, and leave the line "open" all day, thereby only making one call - of
significant duration!
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existing on-line infrastructure. For example, a non-standard card cannot be used to access cash

benefits at an ATM since the information included on the card is not found in the expected place on

the card. On-line systems can be designed to utilize other types of cards, including IC chip and

optical memory cards; however, the benefit access points (retail POS terminals and ATMs) would

need the ability to read (and possibly write to) the card.

Off-line EBT systems have demonstrated the use oflC chip cards to access benefits. These

off-line programs have been used to deliver food stamp benefits and WlC food prescriptions at

authorized retail locations as well as the capability of handling data such as immunization records.

IC chip card capabilities range from simple decrementing to advanced data storage and logical

processing capability; cards used in EBT systems have included the ability for limited logical

functions. These off-line EBT systems have demonstrated the ability of the card to store benefit

information, authorize transactions, store transaction history, and maintain balance information.

With this functionality, benefit recipients are able to use their benefits at any authorized retail store

within the system demonstration area (including some stores in adjacent areas which had a certain

percentage of their business transacted by these recipients).

Exhibit 3-1, on the following pages, presents generalized approaches to meeting WlC

regulations when designing an EBT system for WIC. The WlC Program requirements are addressed

in terms of how they could be satisfied in an on-line and off-line WIC EBT system. It is intended that

this comparison will assist State WlC Directors in discerning the sometimes subtle differences

between the two system approaches.

There are several designations used in the "Basis for Requirement" column that are used to

describe the source from which the "Program Specifics" were derived. A description of the

designations used follow.

· "Regulation" denotes a WIC regulation
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· "Assumed to conform to FSP and/or commercial standards" denotes that the

information was obtained from either the FSP regulations, commercial standards, or
accepted commercial practices.

· MStatedas functional requirement" denotes the interests of WlC program management
to provide this requirement within a WlC EBT system.
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EXHIBIT 3-1

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

wlc

[ J On-line EBT Systems Off-line EBT SystemsFunction Requirement Pro,ram Specifics Basis for requirement

Authorizing Household Benefit carryover:. Monthly benefits expire at set Regulation. Benefits maintained at central Benefits are maintained at central
Benefits time. computer. Benefits can be computsr and are loaded on card

"erased" at end of month so that with an associated valid date

subsequent purchases will not range. At first card use after
utilize previous month's benefits, expiration of valid date range,

benefits are "erased" from card

and reported from retailer to

processor.

PIN selection: Four digits minimum, Assumed to conform to To date, only four-digit PINs have To date, only four-digit PINs
to selected by recipient. FSP and/or commemial b_m used with both client have been used with both clientO_

staudarda, selectedandpa_m_ PINs. selectedandFc-a_iped PINs.

Card replacement: Replacement still reraalns under Card reported lost or stolen. Card reported lost or stolen.
consideration. Access card costs begin at under Card costs vary, generally begin

$1.00 (magnetic stripe card), at around $5.00 (basic lC chip
card) depending on memory

capcity.

Ease of use: For all participants and Stated as functional Current commercial systems are New type of system would
authorized retailers, requi_ent, built using on-line processing with require training for both retailers

magnetic stripe card. Minimal and recipients. Fewer steps
training would be required since required than paper system.
system concept is familiar to Potentially less training for retail
retailers. Recipients may be clerks if UPC codes are used to
unfamiliar with card uses. monitor and authorize WIC food

Requires fewer steps than paper purchases.
system.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

WIC Pro,ram

[ [ On-line EBT Systems Offqine EBT SystemsFunction Requirement ProBram Specifics ,, _ Basis for requirement

Authorizing Household Issuance file: Receive individual food Regulation. File sent from local health clinic. Issuance information is either: 1)
Benefits (cea't) prescription file merged into File retained at central computer, loaded onto card at local clinic

family by food (with processor mirror image), or
catego_/subeategory from local 2) sent from local clinic to
health clinic for participants, processor (who sends it on to

participant selected retailers for
benefit downloadonto card_.

to Expedited benefits: Process expedited certification Regulation. Data is uploaded to central Special emergency issuance can
-4 of eligibility for some computer, recipient information is be allowed (such ns for small

participants. Benefits must be established on system. Data may amounts of infant formula) until
issued upon certifmatlon, need to be sent several times a normal issuance procedure can be

day to meetprogram nceomplished. Benefit data
requirementsfor benefit access, could be written to card at the

local clinic or asency when
cefiifw,afion is determined.

Alternatively, benefits could be
sent to processor to be loaded on
cardusin8sameproccssas
continued benefits.

Remote replenishment Emergency service to client as Stated as functional Benefits could be "turned on" or Benefits could be "unlocked" at
of benefits: desired by States. Store receipt requirement, made available by local asency retailer usin8 code provided by

of specially anthodzed benefits anthodzation to central computer, local agmey.
(during hazardous weather or as

client nears childbirth_.

Deliver Benefits to Benefit availability: On date and at time of issuance. Stated as functional Available on date issued, after Following pickup by retailer
Households requirement, receipt by inoc.essor. (possibly during settlement

process), or added to card at
local aRency. .



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

WIC Prosram

On-liue EBT Systems Off-line EBT SystemsFunction Requirement Program Specifics Basis for requirement

Deliver Benefits to Issuance problem Timely response to issuance Stated as fismtioml Handled by customer service or Handled by customer service or
Households(oun't) resohtion: problems, r_luitment, prosramoffice, pro_ramoffice.

Benefit conversion: May specify food retail store Regulation. Open access to benefits at Benefits may need to be added to
where participant receives authorized WIC retail stores card at a select retail site(s_,
bmmfite. Autlmdz_ retail store within j_ that am su_ purehases at any
dasignation may be cbansed equipped. Potential for system authorized retailer within
within EBT area. Parti6pants compatibility across stero lines jurisdiction that aro equipped.

to movin 8 (intra- or interstate) are and temporary eross-stete Potential for system eompatibility
o0 issued a 'vefifw,ation of eligibility, across state lines and temponuy

certifieati_" (VOC) to provide cross-state eligibility.
benefit priority in their new
Illre._.

Backup procedures: Provide backup procedures Assumed to conform to Manual transactions may be Authorization occurs between
during downtime. FSP and/or commercial performed based upon central card and terminal. If terminal is

standards, computer balance and down, alternate equipment may
authorization. If central computer be used. If card is damaged, may
is unnvallable, may establish value establish value or items allowed
or items allowed without without authorization.
authorization.

Media: Benefit delivery systems must Regulation. All cards/systems same within All cards/systems same within
be procedurally uniform within s_te or jurisdiction, state or jurisdiction.
the jurisdiction of the State
asency.

Replacement cards: Withintwodaysof reported Regulations specify no Cards may be replaced at local Cards may be replaced at local
loss. inoonvenience to agency; balance determined from agency. Balance determined

participant, central computer, following settlement process at
retail stores.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

I or,m
On-line EBT Systems Off-linc EBT Systems

Function ]Requirement Prosram Specifics ] Basis for requirement
i I

Redemption of Lane equipage: No deployment requirement Regul-tion. Determine number of lanes to Determine number of lanes to
13encfits other than allow access at equip to allow adequate access, equip to allow adequate access.

authorized vendors in manner
that ensures WIC client is
treated ns other customers.

Transaction fees: Participants receive benefits Regulation. No charge to participant for No chat,gu to participants for
free of chargu, transactions. (Number of free transactions.

to , transactionsma),be limited.;)
%,0

Minimum value / Enconragu fulfillment of food Stated as a functional Allow subsequent purchases to Allow subsequent purchases to
Maximum prescription. Need to allow re_quirement, fulfill food prescription, fulfill food prescription.
transactions: subsequent purchase of Item or food cateSory trackin8 Trackin 8 at food item level

unavailable items, depends on time available for through store scanning and
chock-outWocessandtelephone smartcard or in-store computer

costs, holdins prescription.

Balance inquiry: Ability to print prescription Stated as a functional Performed at store terminal. Performed at store terminal.
balanceprior to shoppin8. requirement. (Design and terminaldeployment (Design and terminal deployment

issue.) issue.)
Automated Response Unit (ARU) ARU access to balances ns of a
acccssto "rcal-time" balances certain point in time (e.s., close

could be Frovided. of system settlement_.

Balance of remainin8 Stated ns a functional Design issue, included ns Design issue; included as
prescription items, not dollars, requirement, shoppin8 list. Two way exchanse shoppinS list. Printed receipt
by food category and trensmitfin8 items purchased to available due to presence of
subcatesory, host computer and balance of smartcard or in-store data base

items back to store/receipt, with prescription.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WlC Regulations

wlc Pr_ram

On-line EBT Systems Off-line EBT SystemsFunction Requirement Pro,mm Sp_-ifics , Basis for requirement

Redemption of PIN encryption: Encryption of PIN from PIN Assumed to conform to Provided as pert of equipment. Provided as _ of equipment.
Benefits (eon't) pad using Data Encryptiofi FSP and/or commercial

Standard (DES) al$orithm, standards.

Erroneous PIN: Limit placed on number of Assumed to conform to Card may be locked following Card may be locked following
unsuccessful PIN attempts. FSP and/or commervinl several consecutive erroneous several erroneous PIN attompts.

standards. PIN attempts, H done in Requires visit to local agency to
commercial on-line applications, reassign PIN.
Client must visit program office.

System response time: None stated for WIC; FSP on- Assumed to conform to Design and perfornuuge issues Response time between terminal
line regulations specify that FSP and/or commercial for on-line systems, and card. File transfers at
leased lines systems: process standards, settlement time do not affect
98% of transactions within I0 response time.
seconds or less; 100',4 within 15
seconds.

Dial-up systems: process 95%
of tramactions within 15
seconds or less; 100% within 20
seconds.

System availability: None stated for WIC; FSP on- Assumed to conform to System designed to meet Processing is dependent upon
line regnhtions specify that the FSP and/or commercial requirement, card and terminal fun_amn8;
entire system must be available standards, and the ability to perform
98.0% of scheduled time, 24 settlement functions at end of

hours/day, 7 days/week, day.
(Allows scheduled downtime, at

non*l_ hour*.)

Retailer / Vendor Prompt credits provided to Regulation. Provides credit on bankingday Provides credit on banking day
reimbursement: vendors for food costs, following transactions, following settlement file transfer

to processor.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

, WIC Pro_ram

I I On-line EBT Systems Off-line EBT SystemsFunction Requirement Program Specifics Basis for requirement

Redemption of Transaction file: Creation and transmission of Assumed to conform to Performed by central Performed by processor as part
Benefits (con't) ACH formatted file. FSP and/or commercial computer/processor as part of of daily settlement.

standards, daily settlement.

Reconciliation and Manngement reports: Same as FSP, with fumncial Stated as functional Can only be provided with Can only be provided with item
Settlement reports showing price paid per requirement, transmission of item level level validation via off-line

item and per total transaction, validation via on-line system, or system. Summary data is
and manasement reports in-store buffer to hold item level uplondad at regular settlement

showing items purchased by data until periodic batch
--, individuals for clinic use and in reconciliation.

nutrition education.

EBT transaction Create and maintain an EBT Assumed to conform to Performed by _ fo!lowin8 Performed by processor

activity: transaction file, log and Io8 FSP and/or commercial settlement activity, follow_ settlement activity.
history at processor, standards. Limited history maintained on

card.

Retailer trackins: Total all credits accumulated by Assumed to conform to Performed by processor following Performed byprocessor
each retailer. FSP and/or commercial settlement activity, following settlement activity.

standards.

Provide balance information to Assumed to conform to System designed to meet System designed to meet
retailers or 3rd party processors FSP and/or commercial requirement, requirenumt.
from individual POS terminals, standards.
as hooded.

Account adjustments: Allow approved adjustments to Stated as functional Account adjustments could be Account adjustments could be
prescription at local requirement, made and sent to central computer made on card at local clinic, or
asency/clinic, to update benefit amounts, uplond_ to processor for

download to selected retail stor_
with normal transaction/bunefit

activity.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

vac P_am

I On-line EBT Systems Off-line EBT SystemsFunction Requirement Prolsram Specifies Basis for requirement

Reconciliation and Reconciliation at Reconciliation of individunl Stated as functional Performed at processor site as Performed at processor
Settlement (con't) household account household account balances requirement, part of settlement activity, following settlement as part of

level: against _t activities on a settlement activity.
dailybasis.

Activity Reconciliation of each retailer's Stated as functional Performed at retail store durin8 Performed at retail store drain8
reconciliation: food instrument transa_ons per r_pfirenm_ s_lement to dommin0 expected settlement to determine

POS terminal and in total to Re_htions specify credit for benefits redeemed, oredit for benefits redeemed.

_o deposits on a daily basis, actual p6ce recorded at Verify with credit re_ived at Verify with credit moeiwd at
tO time of purchase, bank on followin6 banki_ day. bank on followin 8 banki_ day.

Verification of retailers' credits Stated as functional Processor reconciles trama_ion Processor reconciles transaction

n?;nst deposit information requirement, activity with ACH file of credits, activity with ACH file of eredits.
entered into the ACH network. Retail store verifies expect_l Retail store verifies expected

credit with actual credit received, credit with actual credit received.

Complete system Reconciliation of total funds Regnlation. Performed at prooessor, part of Performed at processor, part of
reconciliation: entered into, exitin 8 from. and design, design.

remain_ in the system each
dy.

Audit trails: Audit trails of activity. Rqgulation. System designed to meet Sys_ designed to meet

regulations, regulations.

Manage Retailer / Open opportunity to All authorized food retailers Regulation specifies Independent of processin8 Independent of processing
Vendor Participation participate: must be afforded the authorization to ensure system, system.

opportunity to pmicipato in any adequate convenience
EBT program, and _-c___s_s for

pani_pants.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

WICPro,ram

] [ On-line EBT Systems Off-line EBT SystemsFunction Requirement Pro,ram Specifics Basis for requirementi

Manage Retailer / Retailer training: Initial training of newly Regulation. System design. Initial training Sys_m design. Initial training
Vendor Participation authorized retailers provided by may be provided by processor, may be provided by processor.
(con'0 State or local clinic, on-going

trainin8 provided by retailer.

Prices charged benefit No special changes for WIG Regulation. Price monitoring may be Price momto_gmay be
recipients should be participants, independent of the EBT independent of the EBT
sume prices charged processlnssystem. If it is part of processing system. Ifit is part of

_o other customers: the EBT system, item level the EBT system, item level
validation with int_-'_ratedscan wlidation with intesrated scan
enables int_.rac_ with store's enables interaction with store's

p,_ingtabies. !,_ t_es.

Timing of system Within 2 weeks of Assumed to conform to Pmvidin 8 credit through ACH Providing credit through ACH
access following authorization. FSP and/or commercial allows use following setup of allows use following setup of
authorization: standards, retail store on processor sysmn, retail store on processor system.

If processor elects to send If Wocess_ elects to send
(optional)pre-notetransaction, (optional)pre-notetransaction,
must walt I0 days to send first must wait I0 days to send first
dollar mounts through system to dollar mounts through system to
retail store account, retail store ace,ount.

Add Retailers / Ability to add newly authorized Regulation. System design determines process System design determines
Vendors: retailers by State office, for adding retail stores, process for adding retail stores.

Equipment and training issues. Equipment and training issues.

Delete Reelers / Ability to delete authorized Regulation. System design determines process System design determines
Vendors: retailers by State offw,e. for deletin R retail stores, process for deletin R retail stores.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches

to Meeting WIC Regulations

wIc Pro_ram

] [ ] On-line EBT Systems Off-line EBT Systems. Function ,, Requirement Program Specif_s Basis for requirement

Manage Retailer / Authorized user Ensure access by authorized Assumed to conform to Retailer and POS terminal Retailer and POS terminal ID

Vendor Participation access: retailers and 3rd party FSP end/or commercial database maintained by preom_, datalnue maintained by
(con't) processors only. Maintain s_ds. Transactions received only from processor. Settlement files (with

authorization database to mirror authorized retail stores (directly transactions) received only from
State authorizations and or via 3rd party), authorized retail stores.
disqualificatiom_

Ability to certify 3rd party Assumed to conform to System desisn. 3rd p_ty may No experience to date in use of
_o proeenom. FSP wd/or _ only muto Uansecl_mmto 3rd party processor in an off-line
·_ standards, processor. EBT system. Howler, should

be san_ as on-lira _.
3rd _ may only route
transactions to processor.

Compliance: Provide compliance exception Stated as functional System design for reports to System design for reports to
reports to State vendor requirement, identify possible compliance identify possible compliance
comoliance offw.er in charge. ,, violation, violation.

Permit access to investigations Regulation. Access will be provided through Access will be provided throuBh
by FCS compliance and 010 issuance of EBT card. imuus_ of EBT card.
(for compliance buys). Also,
State criminal invcstisations.

Equipment Ensure equipment and supplies Assumed to conform to Included in agreements and/or Included in nl_reements and/or
functionality: arc repaired or replaced within FSP and/or commercial contracts with processor and contr_ts with processor and

24 hours, standards, retail stores, retail stores.

Other Industry standards: Meet industry standards, as they Assumed to conform to System designed to meet System designed to meet
evolve. FSP aud/or commercial requirement, requirement.

standards.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches

to Meeting WIC Regulations

WIC Pro_m,m

..... On-line EBT Systems Off-line EBT SystemsFunction Requirement Pm_ram Spcci?cs . Basis for requirementr ii i ii i i! i i ! ii ii

Other (con't) System accuracy: Main syslcm accuracy: No more Assumed to conform to Processor systcm issue. System Processor system issue. System
titan 2/10,000 transactions FSP and/or commercial handles transactions on-line, real handles batches of files sent from

processed inaccurately, standards, rime. retail stores.

Cost neutrality: No cost neutral requirement. None. Procurements of Wit issuance Procurements of WIC issuance
Cost end effectiveness are systems and equipment are systems and equipment are
addressed through State and subject to Federal approval as subject to Federal approval as
Federal system planning part of on-I_oin8systems planning, part of on-loin 8 systems

_o process. Cost and effectiveness are planning. Cost and effectiveness
c_ a.ddres?d in this [nocess. are addressed in this process.

Data verifmafion, with Range cheeks for acceptable Stated as funcdonal Benefit and associated dates Benefit and associated dates
ranges: dates, account numbers, etc. requirement, maintained on central maintained ce card. Acceptable

Also check for maximum dollar computer/proccssor. Acceptable ranges for prices (item level or
per item, per prescriptio_ and ranses for prices (item level or aggrepte) may be handled as
per account, aggregate) may be handled as reports to Stateor local agency

reports to Stateor local agency alerting on transactions beyond
alerting on mmsu_ons beyond ac_,ptable levsis; data available
acceptable levels, rather than as following settlement, after

transactions p_cemd, tran.cli_ _ processed.

Contingency plans: Contingency plans and backup Assumed to conform to System design. Manual System design. Manual
procedures. FSP end/or commercial transactions if retailer elects. _ if retailer elects.

standards.

Performance Monitor systcm performance Assumedto conform to Systemdesi_. Processorsystem Systemdesifn. Processor
standards: standards. FSP and/or commercial and interfacewith State agency system, store terminals, interface

standards, and stores, of State agency and stores with
processor.



EXHIBIT 3-1 (continued)

On-line and Off-line EBT System Approaches
to Meeting WIC Regulations

WIC Pro,ram I

I [ On-lin EBT Systems Off-line EBT SystemsFunction Requirement Pro, ram Specifics [ Basis for requirement iii I

Other (cou't) Rebates: Report on the value and quantity Stated as functional System design with item level System design with item level
of rebate items redeemed by requirement, validation. Without item level validation via State UPC
brand and by vendor for rebate validation, cu_t redemption monitorin 8 system. Without item
accounting purposes (e.g., infnnt assump_ used. level validation, current



DESIGN CONSIDERATIONS IN JOINT EBT SYSTEMS

Chapter 4

SPECIFIC STATE WIC PROGRAM REQUIREMENTS

The WIC program operates under federal regulations, with individual States often

incorporating reporting requirements or functionality beyond these regulations. It is important to

note that the design of a fundamental WIC EBT system must accommodate the base needs for WIC

on a national level, but may not incorporate all of the desired components of an individual State.

When determining the EBT system which best suits the needs of that State, it will be up to each State

to determine the value of their unique requirements, or the ability of the system to meet the needs in

a modified style.

This chapter addresses many requirements of the WIC program and should be used as a

guideline for States in determining their own needs and the possibility for using an existing EBT

system. Presumably it is less expensive to follow the lead of one State in the development of an EBT

system for WIC than to create a new system strictly tailored to meet all State specific requirements.

REQUIREMENTS WHICH MAY DIFFER FROM STATE TO STATE

There are many facets to the WIC regulations which have been interpreted and implemented

differently by each State. For example, WIC participants are certified for six-month periods, and are

required to visit the local clinic for counseling at least once during the certification period, and again

at the close of the period in order to be certified for the next six-month period. Some States require

visits every other month while other States operate with visits every three months. Some States may

provide all vouchers for that certification period at the time of the visit; others may deliver subsequent

month's benefits by mail. Examples of other features which may differ by State include: benefit

instruments, eligibility determination, number of authorized vendors at which a participant can fulfill

their food prescriptions, and clearing checks and vouchers to credit retail store accounts. These and

other examples are covered within this chapter; this list is not exhaustive; however, it provides a

foundation from which an EBT system can be designed.
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Eligibility

Specific eligibilityrequirements are outlined in the WIC regulations, and cover pregnant,

postpartum, and breastfeeding women, infants, and children (up to age 5). In general, residency

within thejurisdictionora State is a requirement;however,lengthof residency within that jurisdiction

is not considered when determining eligibility. In addition, in order to participate in the WIC

program,income andnutritionalrisk criteria must be met. With respect to income criteria, the State

agencyestablishesand provideslocal agencieswith guidelines. These income guidelines may follow

the National School Lunch Program eligibilitycriteria of income under 185percent of the poverty

level, or may follow State or local guidelines for free or reduced-price health care (as long as the

income criteria does not exceed 185 percent of the poverty level). In effect, within one State it is

possible that the income criteria may vary between local agencies. Nutritional risk assessments for

eligibilityare performedby qualifiedhealthprofessionalsat the local agencies using State-determined

criteria for nutritional risk.

In order to use EBT, a State must create an interface between its eligibilitysystem and the

issuance handled through the EBT system. A key consideration is the use of identifiers for the

participantor householdifa combinedfamilyEBT card is chosen. Familyformation and dissolution

are important factors which must be addressed so that the EBT system will continue to correctly

relateto WIC eligibilitymasterfilesover time. Under special circumstances two cards may be issued

in one family. For example, this may occur when one household member is responsible for all WIC

shopping; however, more than one household member mayaccess other program benefits.

Vendor Restrictions

Many States specify the retailer at which WIC food instruments may be redeemed; other

States do not restrict the retail store beyond the use of a WIC approved store. In States which

specify the retailer on the WIC check, and wish to retain this approach in an EBT system, each

participant'sprescriptioncouldbe downloaded to the specific store, and as items are purchased they

would be deleted from the participant'sprescription which would be maintained at the store. This
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combines on-line and off-line technology, since only the total dollar amount of the transaction would

need to be authorized by the host computer via telephone. The balance of foods for individual

acxounts could be transmitted to the host as part of end of day settlement. In this way, the State WIC

Program could gain reports of food actually purchased in order to improve program management.

A smart card using off-line technology could provide the same prescription accountability while

allowing any authorized retailer to provide service to the client. Scanning of universal product codes

(UPCs) eliminates the need for a clerk to key in each food product purchased. Through the use of

EBT, States may elect to expand the shopping options for participants beyond a single retail store,

which will enable flexibility in choice of retail store to the participants, without restricting the mobility

of participants during their certification period. In several instances, the use of retail store specific

WIC cheeks results in the need to void and reissue checks if a participant moves during their

certification period. An EBT system which provides flexible choice in shopping would not require

additional administrative resources for a mobile participant population.

Food Prescription - WlC EBT Categories and Subcategories

States have established a large number of variations in computerized food prescriptions to

meet the nutritional needs and preferences of the participants. In considering EBT, several States

have started to address their need for the myriad of food prescriptions which are available, and have

found it advantageous to reduce the combinations available. In many States, a small number of these

prescriptions meet the needs of the majority of participants.

In many cases, food prescriptions are generic in nature. For example, "12 ounces domestic

cheese" may be specified. In other situations, the item may be more specifically identified as a

particular brand of domestic cheese. The specificity of the prescription will dictate the sophistication

of the EBT system to identify an entire UPC, _ or just the first few characters. WlC EBT systems

UPCs are assignedby the Uniform Code Council following a formal application process.
The 12 digit UPCs are uniquely assigned in accordance with a standard practice. The first six (6)
digits of the UPC identify the manufacturer; the next five (5) digits pertain to a specific product
(including package size). The 12th digit is calculated as a check digit by the UPC printer.
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which are designed to accommodate item level validation may need to maintain a database (at the

store level) of each complete UPC at the store which is valid for the WIC food prescription. In

addition to the master database of UPCs, individual store brands may need to be included in the

store's database of eligible UPCs. UPC file updates and maintenance responsibilities must be

detcmfined during the design of an EBT system. When changes occur to the UPCs, either the entire

file could be provided to each authorized WlC retail store, or just the changes. Agreement must be

reached as to which organization is responsible for providing the updates, and how the updates will

be accomplished on an on-going basis. The filecould be provided by transmission or other automated

means (rather than a listing which the vendor would use to manually update the file). All authorized

retail stores could receive a complete file, or just items applicable to the retail store (toy stores

authorized to sell infant formula would not need a complete list of UPCs). In Wyoming, which has

designed an item level WlC EBT system, the State WlC agency has accepted responsibility for

maintaining and updating the entire UPC master file with input from each retailer, i.e., for both

generic and retailer specific codes.

Formula Tracking Procedures

Formula manufacturers offer rebates for purchases of their product by WIC participants.

These rebate programs are offered through contracts with manufacturers and are often established

with more than one manufacturer, depending upon the type of formula (milk- or soy-based). With

the current paper food prescriptions, ifa participant opts not to purchase the complete prescription

(or the store has temporary shortages which do not permit purchase of the complete amount), the

State does not have any direct way of knowing that the entire prescription was not purchased.

Manufacturer rebates may be handled in one of two ways with paper WIC food prescriptions. The

State may provide the formula manufacturer with the number of cans based upon the food

instruments issued, or on the food instruments redeemed. In the former option, the number of cans

of formula issued for a specific month can be accumulated and provided to the manufacturer at the

close of the month. In the latter alternative, as food prescriptions clear through the settlement

process, the number of cans of infant formula listed on the food instrument is accumulated and

submitted to the manufacturer for rebate. In either method, the assumption is that all cans on the
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food prescription are purchased. Contracts with manufacturers of infant formula have been

established to provide rebates for the number of cans of formula purchased by WlC participants.

These rebates in effect reduce the price of the formula, extending the funds available to the State WIC

program.

The WlC Program receives a limited amount of funding each year which is not sufficient to

enable all eligible individuals to participate. Funds from the rebate program enable States to provide

benefits to additional eligible individuals. With an EBT system that tracks purchases at the item level,

the State could be certain of the amount of formula received by recipients and formula manufacturers

would be assured that the number of cans claimed by the State was in fact purchased. Contract

negotiations may yield a higher rebate since tracking would be more accurate. Many current rebate

contracts subtract a set percentage of formula issued as not subject to rebates due to a State's inability

to fully monitor purchases of formula. Such improved tracking may also make it possible to negotiate

contracts with other manufacturers (such as cereal companies) to offer rebates for their brands of

WlC products. This would necessitate the food prescription to list specific brands of WlC approved

items with the food prescription. The high level of detail in this type of tracking suggests that on-line

systems are not conducive to collecting this type of information. It is likely that some added off-line

data storage (buffer) would be needed if such tracking were to be accomplished by an otherwise on-

line EBT system. Interfaces to in-store scanning equipment are critical to accomplish such tracking

and are a challenge in both on-line and off-line approaches to EBT.

Maximum Value of Prescriptions

Many States specify the maximum dollar value of each food prescription on the face of the

check or voucher. This maximum value places an upper limit on the redemption value of the food

prescription, protecting the State to some degree from price gouging by WlC retailers. It does not

ensure that the value for which the prescription is redeemed is based upon the actual shelf prices for

those goods at that store. As part of the current procedures for redeeming WlC food prescriptions,

the participant signs the food instrument after the cashier has totaled the WlC purchases and

completed the dollar value field on the WIC check or voucher. While WlC participants are aware
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of the value written on the food prescription, they may not be able to completely verify that the value

in fact matches the current price of the items at the retail store. This is also true in an EBT system

in which the participant is provided a POS receipt.

The use of maximum prescription values may be incorporated into an EBT system, without

the need to provide the participant added information. Depending upon the design of the EBT system

and the degree of interface with the retail store's inventory or pricing systems, transactions exceeding

expected maximum values (set at the UPC, food product category, or food prescription level) could

be flagged or denied. Both on-line and off-line transaction processing systems are able to

accommodate this feature.

Valid Date Range on WIC Food Prescriptions

Paper food prescriptions are valid for a precise monthly time period, and are generally split

into amounts that represent single weekly shopping trips, within a specific month. All items on a

paper food voucher must be redeemed within the same shopping trip; any unpurchased items are

forfeited by the participant. Since the purpose of WIC benefits is to provide food items to meet the

nutritional needs of participants, any items which are forfeited reduce WIC's opportunity to improve

the health of the participant. The advantage ofcounseling services is to fully explain the purpose and

benefit of the food items which are prescribed so that the participant will understand the benefit of

purchasing and consuming all prescribed food. By incorporating date ranges, the participant is aware

that the amount of food prescribed represents the expected supplemental intake during that period.

One of the expected benefits of EBT is to provide participants with the flexibility to purchase

a portion of their benefits in one trip, and to delay the remainder without forfeiting the complete

nutritional value of the benefits. In designing an EBT system, a State may determine that restricting

the shopping to a complete food prescription is not desirable; however, based upon the cost of the

EBT system, States may elect to phase in EBT, initially continuing to use paper vouchers and
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automating only the credit to the retail store._ In this case paper vouchers continue to be accountable

documents and both program staff and store personnel continue to maintain a certain amount of

counting and validation efforts related to the information contained on these vouchers.

In the off-line EBT systems demonstrated to date, the issuance information has been

downloaded to a pre-established group of authorized retail stores (as requested by the benefit

recipient). The benefit information (whether it is a dollar amount of FSP benefits or a list of food

items for WIC benefits) is written to the card the first time the card is read at that retail store

following benefit availability. To avoid the situation where benefits could be loaded at more than one

retail location, the card is "tagged" to show that benefits for the specific time period have been written

to the card already. Retail stores maintain the benefit information until a state-established time, when

"uncollected" benefits are removed from the store's data system by the processor, and subsequently

reported back to the State. The time frames for this differ between WIC and FSP benefits since WIC

benefits are for a specified time period, and FSP benefits, once provided to the participant, do not

expire. Since benefits are downloaded to more than one retail location, and recipients are only able

to place these benefits on their cards once, depending upon the design of the EBT system several of

the retail stores may report benefits as "uncollected" which were in fact added to the recipient's card

at another location. The EBT system should be designed to enable the processor to determine food

prescriptions which were not collected.

In general, since food instrument packages are determined at the .time of the participant's visit

to the local clinic, either one, two, or three months worth of benefits may be reported to the processor

following the clinic visit. Under the circumstances when multiple months worth of benefits are

reported to the processor, the processor generally maintains the files of benefits for subsequent

months. In an off-line EBT system, the processor would make those benefits available to the retail

stores in time to load them onto the participant's EBT card on the first day of the effective date range.

In an on-line system, the information is maintained by the processor, and on-line access would

This approach is often referred to as "financial WIC". It is covered in Appendix D of this
report.
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authorize purchases against the appropriate timely food prescription. The ability to make mid-cycle

changes to the food prescription may be incorporated into an EBT system design, enabling the local

WIC clinic to alter a prescription if the participant's condition or situation changes.

Benefit Instruments

WIC benefit instruments are provided as paper checks or vouchers at the discretion of the

State. The fundamental difference between the two food instruments is the clearing process and

reimbursement to the WIC authorized retailer, l WIC checks are deposited by retail stores at their

local financial institutions along with their normal business deposits of cash, checks, and food

coupons. Checks are encoded (either at the bank or by the retail store) for the dollar value appearing

on the face of the check, and cleared through the check clearing system. Credit is subsequently

provided to the retail store's account at the financial institution. Unlike food coupons which must

be separately prepared for deposit, WIC checks are treated like other checks in the retail store's

deposit.

Depending upon the contract with the State's financial institution, either the State or the bank

manually reviews the redeemed WIC checks. This review typically includes verifications such as

whether the food prescription was redeemed within the valid time period and whether the signature

of the participant appears on the check. Other reviews may be performed with automated support,

including checking that the food instrument has been recorded as issued by the system, reviews for

delinquent or post-dated submission by the retailer for redemption, checking for altered prices, and

perhaps a limited review of the recorded cost based on the estimated value for each type of food

instrument. Some States may include a maximum purchase price on their food instruments which is

higher than the price of the food for which it will be used, but low enough to be a reasonable

protection against potential losses of funds; in these States, the actual amount of sale is checked

WIC authorized retailers are considered "vendors". When EBT systems are discussed, the
term vendor generally refers to the entity which provides processing capabilities: the "system vendor".
In order to avoid confusion, WIC vendors will be referred to as authorized retailers.
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against that maximum value. Food instruments which do not pass inspeciion are returned to the retail

store for resolution. The retail store does not receive credit for food instruments which do not pass

inspection.

In order to determine the outstanding value of issued WIC checks, a list of serial numbers is

tracked, in much the same way that outstanding checks are tracked in a full reconciliation service at

a financial institution. The serial number of the check and the maximum value on the face of the

check (which may or may not vary by food prescription) are matched as checks clear the banking

system. The redeemed value of the check is matched with the issued maximum value - flagging items

redeemed for excessive amounts. The State and financial institution would have an agreement on

how to handle these flagged checks (which could include returning them to the retail store and

notifying the State of possible fraud). Tracking WIC checks at this level also enables the State to

determine the outstanding value of WIC checks, and to verify that items are not redeemed beyond

the valid date range, or cleared beyond the defined deposit time.

EBT systems eliminate numerous steps associated with the processing and clearing of paper

food instruments. The retailer is no longer responsible for counting and reconciling these items, and

credit is provided to the retailer on a next (banking) day basis. The process of manually verifying that

each food instrument is used within the allowed time frame is replaced with the EBT system

monitoring this activity (an EBT system should be designed to handle food prescription date ranges

on associated food instruments). In addition to these benefits, the retail store receives credit for

purchases the banking business day following the settlement process with the EBT processor._ A

central question to the design of EBT systems for WlC is whether financial settlement can be

designed as an initial phase with a second phase concentrating on automated tracking and system

The credit is posted to each retail store's account at their financial institution based in part
upon deadlines established by the processor. These deadlines are established to enable the processor
to prepare files and submit them to the concentrator bank in time to meet the processing schedule of
the automated clearing house (ACH). The ACH is the vehicle used to transfer funds electronically
to the retailer's account at their designated financial institution.
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authorization of specific prescribed foods. Several States are examining approaches to adding WIC

to ongoing efforts for the Food Stamp Program.

If the WIC EBT system is designed in phases (e.g., automating the financial transaction as a

first step), there must be incentives to each stakeholder to move to the next step. In the case of the

retail store, once the financial transaction portion has been automated, the retail store may be

interested in pursuing modifications to the EBT system in order to reduce the cashier's responsibility

to police authorized purchases, or decrease the in-lane handling of paper food prescriptions. Costs

associated with building one completely paperless system for WIC transactions versus a phased

approach, and the availability of technology in the retail environment will be important in State

decisionmaking processes.

Vendor Certification

WIC regulations specify that retailers must be authorized by the State to "redeem food

instruments or otherwise provide supplemental foods to participants." An appropriate number of

retailers must be authorized in order to provide program participants with adequate access and

convenience, yet still enable the State or local office to manage these retail locations. Each State is

given the ability to establish criteria to limit the number of authorized retailers within their

jurisdiction. Written contracts, generally standard within one State, are made with each authorized

retailer (a retailer may represent several store locations), and the State is required to provide no less

than 15 days advance written notice of the expiration of the contract or agreement. Contracts

generally cover a specific period of time, although a retailer may be terminated from participation in

the program prior to the expiration of the contract if fraud or abuse of the program are determined.

Within an EBT system for WIC benefits, contracts with retailers would still be negotiated and signed;
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however, certain elements of the agreements may need to be modified such as method of payment

and exchange of UPCs.

One of the potential benefits of EBT systems is the ability to monitor and track retail store

activity. Depending upon the design of the EBT system for WIC, the system could greatly enhance

the State's ability to monitor and manage authorized retailers. Ultimately; the WIC EBT system could

assure the State that WlC participants are charged the same amount as other store customers, and

that the items for which the WIC program is charged were in fact purchased by a participant. The

degree of system integration within a store is a driving force in the level of information exchange

which can occur; however, each feature that is added to the EBT system must be considered with

respect to the increased cost of, and opportunity afforded by, the system. Many POS systems

installed at retail stores integrate scanning with store price tables; these retailers may be more readily

adaptable to a WlC system which also integrates with the store price tables and inventory systems.

Verification of Certification (VOC)

When a participant moves from one area to another, in State or between States, in order to

remain a high priority for WIC benefits, the participant must obtain a Verification of Certification

(VOC) from their current WIC clinic to verify that they have been receiving benefits within that clinic

area. Since all individuals eligible for WIC benefits are not participants due to limited funds, it is

necessary for participants to obtain a VOC in order to become a priority case in the new clinic area.

This is especially important in areas where there is a waiting list of eligible individuals awaiting funds

availability to become WIC participants. In Wyoming, the EBT system interfaces with the WIC

management information system to notify the new area that a participant is moving to that clinic area.

This allows the use of an existing EBT card under procedures set by the State WIC Program. The

ability to transfer records to the new clinic is enhanced by a transmission of client data between

IfUPCs are a part of the EBT system, then continuous exchange of UPC-related information
will be necessary between the retailer and the program staff. Operating manuals must be available
to retailers and kept updated by the State or EBT vendor.
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locations without the costs associated with printing and sending reports. Within one State, or one

WlC EBT system, this can be accomplished with a file transfer, since records would he in the same

format. If the participant is transferring to another jurisdiction, file formats may need to be adapted.
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APPENDIX A

EBT Design Through Comparison of FSP and WIC Functional Requirements

When designinganEBT system,it is important to understandand examinethe needsof each

program being considered, ff the systemis designedto addressa single program with plans to

incorporate other programs or servicesin the future, a review of the other programs' requirements

during the design phaseenablesthe creation of a flexible system. Both the FSP and WIC have

regulationsby which eachprogrammustabide. Although FSPis the only program with specific EBT

regulations,theseregulationswereestablishedto make on-lineEBT an operational alternative to the

delivery of benefits using paper food coupons. This chapterusestheseon-line FSP regulations in

establishing a point of comparisonbetweenWIC and FSP regulations, with WIC-specific features

incorporated where necessary. WIC regulationswhich arein place for paper vouchers and checks

are expectedto govern a WIC EBT system.

When reviewing these regulations with respect to EBT, it is helpful to organize each

program's unique requirements according to the following five functional areas: authorizing benefits;

delivering benefits; redeeming benefits; crediting retailers and financial institutions; and managing

retailer/vendor participation. Several areas addressed within the FSP and WIC regulations were

considered to be of a general nature; these were incorporated into a category labelled "other." This

comparison between the FSP and WIC requirements creates a framework upon which an EBT system

can be designed. _ The designation of "stated as functional requirement" within the WIC Program

section under "Basis for Requirement" denotes the interests of WIC Program management to provide

a similar requirement within a WIC EBT system. Where the FSP has designed system availability and

reliability criteria, WIC Program management has expressed a similar interest in these criteria.

This appendix originally appeared in the U.S. Department of Agriculture, Food and
Consumer Service report, "Feasibility Study of a Combined EBT System for the Food Stamp
Program and the Special Supplemental Food Program for Women, Infants, and Children (WIC), M
April 1993. It has been updated to reflect subsequent information from Wyoming's experience in
designing an EBT system for WIC.
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APPENDIX A

Comparison of FSP and WIC Functional Requirements

Food Stamp Pro, ram WIC Pro, un

^uthorizin 8 Household Bc_fit cji/ova. C_over to next mo_(s) Regulation. Monthly benefits expire at set Rc_lafion.
Benefits time.

m

PIN selection: Four digits minimum, Regulation. Fourdigits minimum, Assumed to conform to FSP
, ted by ,ed/or mer ial

Card replacement: R_ment fee my be Regulation. R_ foe still remains
assessed, _ to ox__,-et4__onst ruder _.
of the card, or {mt of the

to include labor md other
costs.

Ease ofu_: For all Recipients and Regulation. For all Participants and Stated as functional
Retailers. Vendors. requirement.

Issuance file: Receive monthly or daily Regulation. Receive individual food Regulation.
issuam_ files from State pre_ription file merged into
welfaresystemtorefresh familyby food
household files. Post one cntegory/subc_teBory from
month or pro-rata share of local health clir_ for
one month's benefits, participants. Post one month

or pro-rated share of one
month'sbenefits.

Expedited benefits: Process benefit issuance in Regulation. Process expedited Regulation.
expedited manner (within certi£_ation of eligibility for
five days), some participants. Benefits

must be issued upon
certification (generally within

24hours).

Deliver Benefits to Benefit availability: On date of issuance. Regulation. On date and at time of Stated as functional
Households issuance, requirement.
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Comparison of FSP and WIC Functional Requirements

,,I ,

_. Food Stamp.Prol_ram' ... WIC Pr_ram

Deliver Benefits to Issuance problem resolution: Timely response to issuance Regulation. Timcly roslmme to issuance Stated as functional i
Households (con't) problems. Customer problems, requirement.

features am specified in

regulations.

Benefit conversion: From EBT to coupons Regulation. May specify food retailer Regulation.
allowed when household where participant receives
moves out of EBT area. benefits. Retailer designation
Benefits are roande_ down may be changed within EBT

i_' to match closest available area. Participants movingL,o
paper coupon denominations; (intra- or interstate) are
any remaining benefits on issued a "verification of
EBT card must be spent ceftin' (VOC) to
within one week, or provide benefit priority in
forfe/ted, their new area.

Backup procedures: Provide backup procedures Regulation. Provide backup procedures Assumed to conform to FSP
during downtime, and during downtime, and/or commercial standards.
contingency plans in the
event of natural disasters.

Media: Cannot split benefits Regulation. Benefit delivery systems Regulation (for
between paper and EBT. must be procedurally uniform demonstrations; pilot projects

within the jurisdiction of the may be undertaken and use
Slate a_e.cy, allcnmfve media_}.

Replacement cards: Must be provided within two Regulatioll. Within two days of reported Regulations specify no
days of reported loss., loss. inconvenience to participlmt.
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Comparison of FSP and WIC INmetional Requirements

. Food Stamp P_ Wit

Function ] Requirement Prol_m Spucifics I Basis for requi--ent Program Specifics [ Basis for mcluirementIII

Redemption of Benefits Lane equi_se: Equip all lanes if food stamp Regulation. No deployment requirement Regulation.
sales exceed 15%of total other than allow access at
food sales. If under, one authorized vendors in manner
terminal for every $1 !,000 that ensures WIC client is
monthly food stamp sales treated as other oastomors.
(maximum - number of

h,_ _;).

Trms_tion fens: No tramaction foes to Regulation. Partk41_nts receive bemfm Regulate.mrtiaoan_, free of ebaqp.

Minimum value/Maximum No minimum purchase Regulation. Enouumge f_lfillment of food Stated as a functional
transactions: amount, or maximum prescription. Need to allow requirement.

number of transactions, subsequent purchase of
unavailable items.

Balance Inquiry: Balance determination Regulation. Ability to print prescription Stated as a functional

available without purchase, balance prior to shoppin8. rex_uimment.

Balance displayed only at a Regulation. Balance of rt_nalnin8 Stated as a functional
"balance only" terminal, pre_ription items, not requiroment.
("Balance only' terminals dollars, by food category and
are not required by the EBT subcategory.
_._tem.)

PIN Encryption: Encryption of PIN from PIN Regulation. Encryptiou of PIN from PIN Assumed to conform to FSP
using Data Encryptiou pad using Data Encryptlon and/or commercial standards.

Standard (DES) alaorithm. Standard (DES) algorithm.
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Comparison of FSP md WIC Fm_tional Requirements

Food Stamp ProlFm WIC ProlFam
I I

Function [ Recluirement Pro,ram Specifics [ Basis for requirement _ Speci£ms Basis for requirement

Redemption of Benefits System response time: Leased lines systems: Regulation. None stated for WIG; FSP Assumed to conform to FSP
(contd.) process 98% of transactions on-line resulations specify and/or commercial standards.

within 10 seconds or less; that leased lines systems:
100% within 15 seconds, process 98% of trms_tions
Dial-up systems: process within 10 secx_s or less;
95% oftransa_ons within 100°,4within 15 seconds.

15 seconds or less; 100% Dial-up systems:
within 20 seconds. 95% of mms_tions within

15 seconds or less; 10(Plo

within 20 seconds,

System availability: Entire system available Regulation. None stated for WIC; FSP Assumed to conform to FSP
98.0% of scheduled time, 24 on-line regulations specify and/or commercial standards.
hours/day, 7 days/week, that the entire system must be
(Allows scheduled available 98.0% of scheduled
downtime, at non-peak time, 24 hours/day, 7
hours.) days/week. (Allows

scbeduled downtime, at non-

p_k,h_..)

Retailer/Vendor reimburse- Credits provided to financial Regulation. Prompt credits provided to Regulation.
merit: institutions within two wndow for food costs.

business days of the daily
out-offtime for the retailer.

Transaction file: Creation and transmission of Regulation. Crention and transmission of Assumed to conform to FSP
ACH formatted file, ACH formatted file. and/or commercinl stamlards,
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Comparison of FSP and WIC Functional Requirements

i, Food StampPro, ram WIC Pro, ram
I i [

Functio. I [ Requirement ProHramSpecif., I Basisfor requirement Pro$nunS_ecific, I Basis for requirement

Reconciliationand Manasementreports: Ability tocreate Regulation. Same asFSP, with financial Statedas functional
Settlement managementreports(hard reportsshowingpricelank/ requirement.

copy oralternativeagreedto per item andper total
betw_ StateAgency and transaction,nmi man_emcnt
FCS). repom showins i_em

purchasedby individualsfor
din_ u_ snd innuiriiicm

ii ii

EBT transactionactivin. CrealeandmaintainanEBT Regulation. Createand maintainanEBT Assumedto eonfonn to FSP
ttamacfionfde, Io8and log trammgfionfile, log andlo8 and/orcommercialstandards.
historyat_. histoq/at pro_ssor.

Retailertracking: Totalallcreditsaccumulated Regulation. Totalall creditsaccumulated Assumodto confcemto FSP
b_each .ret_. ,,b_each retailer, and/orcommercialstandards.

Providebalanceinformation Regulation. Providebmlaneeinformation Assumedto conformto FSP
to retailersor 3rd party to retailersor 3rdparty and/orcommercialstandards.
processorsfromindividual processorsfromindividual
POS terminals,as needed. POS terminals,as needed.

Accountadjustments: Allow approvedadjustments Regulation. Allow approvedadjustments Statedas functional
to recipientaccountby State to proscriptionat local rcqu_t.
aBency, agency/clinic.

Reconciliationat household Reconciliationof individual Regulation. Reconciliationof individual Statedas functional
accountlevel: householdnccoontbalances householdaccoumbalances requirement.

againstaccountactivitieson againstacxo_ activitiesona
I dailybasis. .dailybasis.
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Comparison of FSP and WIC Functional Requirements

Food Stamp Pro_rnm WIC Pro, nm

Reconciliation and Activity reconciliation: Reconciliation of each Regulation. Reconciliation of each Stated as functional
Settlement retailer's food stamp retsiler's food instrument requirement. Regulations
(confd.) transactions per POS transactions per POS terminal specify actual price recorded

terminal and in total to and in totnl to deposits on a at time of purchase.

deposits on · daily basis, daily basis.

Verification of retailer's Regulation. Verification of ret_ler's Stated as fiatcfional
credits against deposit credits against deposit requirement.
information entered into the information ontered into thc

_' ACH network. ACH network.
-..,i

Complete system Reconciliation of total funds Regulation. Reconciliation of total funds Regulation.
reconciliation: entered into, exiting from, entered into, exiting from,

and remaining in the system and remaining in the system
each day. each day.

Audit trails: Audit trails of activity. Regulation. Audit trails of activity. Regulation.

Manage Retailer/ Open opportunity to All authorized food retailers Regulation. Ail authorized food retailers Regulation specifies
Vendor Participation participate: be afforded the opportunity must be afforded the authorization to ensure

to purticipute in any EBT opportunity to participate in adequate eonvenion_ and
program. (Must include any EBT program, access for participants.
store, serving minority

lanB_ase populafions_).

Retailer Training: Initial training of newly Regulation. Initial training of newly Regulation.
authorized retsilers authorized retailers provided
provided, on-going training by Stnte or local clinic, on-
provided by retailer (same as going training provided by
current), retailer.

Timing of system access Within 2 weeks of FCS Regulation. Within 2 weeks of Assumed to conform to FSP
.. following authorization: authorization, authorization, and/or commercial standards.
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Comparison of FSP and WIC Functional Requirements

FoodStamp Pro,ram WIC
I

Function [ Requirement Pro,mm $pecifws Basis for requirement Pro.am $pecif_-s Basisfor requimnentI

ManageRetailer/ Add Retailers/Vendors: Abilityto add newly Regulation. Abilityto addnewly Regulafon.
Vendor Pafiicilmtion authorized_milers. au_ l_ile_ by State
(canfd._ off'w.e.

DeleteRetailers/Vendors: Abilityto delete disqualified Regulatioe. Ability to deleteauthorized Regulation.
or withdrawnretailersby retaileu by Stateoffge.
FCSRqpomloff_.

useraccess: Ensure_ by mfi_rized Regulafon. Ensureaccessby authorized Assumed to conformto FSP
_tailers and3rdparty retailersand3rd i_rty and/orcommercialstandards.

authorizationdatable, authorizationda_ to
mirrorState authoriza6ons

and disqualifications.

Abilityto certify3rd-party Regulation. Ability to certify3rd-pnrty Assumed to conformto FSP
proces_, processors, and/orcommercialstandards, j

Compliance: Providecompliance Regulation. Providecompliance Statedasfunctiomd
exceptieoreportsto FCS exceptionreportsto State requirement.
complianceoffwer incharge, vendoroomplilmceoffwerin

charse,

Permitaccessto Regulation. Permitaccess to Regulation.
investig_tiemby FCS inve_igatio_ by FCS
oomplieaeemi O10 (for o0mplim0eand OIO(for
compliancebuys). Also, compliancebuys). AIM,
Statecriminalinvesdpifom. Statecriminalinves6_diom.

Equipmentfuncfonalily: Ensureequipmentand Regulation. Ensureequipmentand Assumedto conformto FSP
suppliesarerepairedor suppliesarerepairedor and/orcommercialstandards.
replacedwithin24hours, reolacedwithin24hours.
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Comparison of FSP and WIC Functh)n_ Requirements

Food Stamp Pro, ram WIC Pro. un
! I

Function Requirement Pro, ram Specifics I Basis for requirement ProBrsm Specifics [ Basis for requirement

Other Industry standards: Meet industry standards, as Regulation. Meet industry standards, as Assumed to conform to FSP

thcS' evolve, they evolve, and/or commercial standards.

System accuracy: Main system accuracy:. No Regulation. Main system accuracy No Assumed to conform to FSP
more than 2/10,000 more than 2/10,000 and/or commercial standards.

transactions processed transactions proc_ss_
inaccurately, inaccurately.

Cost neutrality: Operational costs of EBT Regulation. No cost neutral requiml_ent. None,system, plus staff-up costs, Cost and effe_tivenuss are
_0 not to exoeed operational addressed thronsh State

costs of previons issuance Federal system planning
s_tem. _.

Dam verification, with Range checks for acceptable Regulation. Ran8e checks for ne_table Stated as functional
ranges: dates, account numbers, dates, account numbers, requirement.

refund upper limits, etc. retired upper limits, etc. Also
check for maximum dollar

per item, per !xeS_il_ion,

,nd per scconnt.

Contingency plans: Contingency plans and Regulation. Contingency plans and Assumed to conform to FSP

beckup procedures, backup procedures, and/or commercial standards.

Performance standards: Monitor system perfommnco Regulation. Monitor system performance Assumed to conform to FSP
standards, standards, and/or commercial standards.

Rebates: None. Report on the value and Stated as functional
quantity of relate items requirement.
redeemed by brsnd and by
vendor for retire a,_unt_
pu_ (e.g., infant

formula_.
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APPENDIX B

USDA WIC Program Electronic Benefit Transfer Vision Statement - November 1994

KEY POINTS OF THE WIC EBT VISION

· Include WIC as an integral part of a national strategy towards modernizing and streamlining
business practices through electronic solutions.

· Deliver WIC benefits and reconcile payments through a paperless EBT system.

· Improve client services through simplified point-of-sale transactions and greater shopping
convenience.

· Increase accountability and streamline program monitoring for States.

· Make WIC benefit redemptions and payments more efficient for retailers.

· Maximize the technological advantages for WIC in line with evolving commercial sector
innovations.

· Promote Federal-State partnerships in development and implementation of EBT systems for
benefit delivery.

BACKGROUND

The Food Stamp Program (FSP) and other Federal cash assistance programs are rapidly

moving to provide benefits through electronic benefit transfer (EBT). In the case of FSP, major

changes will take place in the food retail industry in order to accommodate EBT. A substantial subset

of these retailers are also authorized to serve individuals participating in the WIC Program. As both

retailers and participants become accustomed to FSP EBT, and begin to appreciate the improved

service EBT affords them, we believe the Department and the Food and Consumer Service will be

asked to explore ways to provide WIC food benefits through EBT as well.

In anticipation of moving WIC into the world of EBT, it is important to provide a clear sense

of direction. WIC, while similar to FSP in many respects, is also quite different. From a viewpoint
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of improved client and retailer services, EBT systems that are effective for FSP may not provide the

full spectrum of benefits which are important to WIC.

For FSP, EBT benefits include reduced administrative burden and quicker payments for

retailers as well as greater dignity and shopping convenience for clients. For WIC, these benefits, too,

are important. But in WIC, improved services to both retailers and clients must also focus on

simplifying point=of-sale transactions so the retailer ceases to function as enforcer of food package

req_ and the client receives speedy and courteous service. A recent Food Marketing Institute

study indicated that current WIC redemptions are the most costly transactions retailers undertake in

the course of the shopping day. Any EBT solution for WIC that does not address these additional

service issues will not address the improved customer service potential that EBT affords to WIC.

This recognition has been forthcoming from Assistant Secretary Ellen Haas. During a senior

managers retreat in early August of 1994, she spoke plainly about the importance of exploring EBT

alternatives for WIC, and that FCS should move quickly to develop strategies that would eventually

make WIC EBT a reality. This eommihnent has been strongly echoed by FCS Administrator William

Ludwig.

Current FSP and cash assistance programs have established a policy of"piggy-backing" on

existing commercial infrastructures. To the greatest extent possible, WIC EBT should follow the

same course. It may be that meeting the WIC EBT objectives noted below will require use of off-line

technology; we are not sure yet. There may be a commercial emergence of this technology and FCS

should be poised to take advantage of it in a way which best serves WIC Program interests. With this

in mind, the following objectives and plans are envisioned for WIC EBT.

OBJECTIVES

As the WIC Program moves to full funding, State agencies should begin to incorporate EBT

in their nmrmgement systems to promote greater cost control and quality of client services. The EBT

system should be designed to meet key WIC program goals.
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· Assure that the prescribed WIC food package is purchased by the participant and no foods
are forfeited or improperly substituted.

· Provide data on the type, brand, and cost of each food item so that State agencies can control
food costs through informed food package decisions and maximization of rebates on infant
formula and other foods.

· Assure that WIC clients are charged the same shelf price for food as other customers.

· Assure that the WIC food transaction affords the participant dignity and convenience.

· Enable the food retailer to complete the WIC transaction efficiently and properly with
equipment appropriate for use for Food Stamp and other transactions so that no redundant
systems or actions are required at the checkout lane.

· Assure that the cost of processing a WlC transaction is reasonable in relation to current WIC
transaction costs.

PLAN

The WIC Program does not yet have a fully operational EBT model. Therefore, plans are

focused on supporting State agency development efforts and working to develop a strategic plan for

achieving nationwide WIC EBT. The strategic plan will be in concert with the expectation that States

will be moving forward in pursuing electronic solutions, with Agency efforts for re-engineering and

re-inventing business practices to achieve our program goals, and in consideration of future

requirements such as interstate standards and multi-state initiatives. FCS will work with the following

key stakeholders in developing the strategic plan.

Food Retailers

The first task is to better understand and evaluate the benefits of EBT for the WIC program,

initiate discussions with retailers to inform them of these benefits, and present the business case for

their cooperation in installing POS equipment suitable for WIC transactions. As the WIC transaction

is now the most expensive type a retailer encounters, the business case will propose the investment

expected from retailers consistent with the savings it is estimated the retailer will receive from the
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simplified transaction envisioned under an EBT system. FCS plans to develop a prototype business

case proposal and begin discussions with retailer associations.

Financial Services Industry

Recent announcements that the financial services industry is moving into alternative

technological areas such as the wider scale use of smart cards is an important development. This

technology offers greater security and capacity suited to the more complex WIC transaction and may

also support the WIC Program's long-term interest in exchange of data to facilitate better client

service and access to health and welfare services. FCS plans to work with industry to make WIC

Program objectives known so that when such technology is introduced, it accommodates WIC's

needs. Additionally, FCS will continue to explore the adaption of current technology to determine

ifWICs objectives can be achieved (e.g., on-line/hybrid demonstration projects). FCS plans to begin

discussions with the financial services industry regarding short-term and long-term plans.

WIC State Agencies

The National Association of WIC Directors (NAWD) has formed an EBT Committee to

establish long-term WIC EBT objectives. FCS will work with this Committee to inform them of

developments, discuss problem resolution and gain insight into the needs of the State and local

providers. This Committee will also serve as a forum to discuss the enhanced coordination between

WIC and Food Stamps.

Food Stamp Program

It is estimated that 40 to 60 percent of WIC participants also receive food stamps. Ways to

improve the referral of information, cost sharing, and nutrition education to participants in both WIC

and FSP can be investigated via cooperative efforts on EBT. Further, through the data collected

relative to EBT, FCS plans to explore ways to better share Federal and State resources devoted to

retailer authorization and compliance.
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APPENDIX C

Wyoming Design to Meet WlC Functional Requirements

The Wyoming EBT system will deliver benefits to WIC and Food Stamp Program recipients

in Natrona County using off-line processing technology and microprocessor chip card ("smart card")

benefit access devices. Smart cards and off-line technology were selected in Wyoming due in part

to the State's high cost of telecommunications and the rural environment. The EBT system is being

designed to anticipate statewide rollout and the potential inclusion of other benefit programs such as

Aid to Families with Dependent Children (AFDC) and Medicaid, with the potential to link this card

with other medical information as a health passport. _ The State has initiated the development ora

system with the intention to grow and adapt to other applications as time progresses. In addition to

the multi-program demonstration in Natrona County, the counties of Laramie, Albany, Goshen,

Niobrara, Converse, and Platte will provide only WlC benefits using the same access devices and off-

line processing.

This off-line EBT system is independent of the previous demonstration of WlC benefit

delivery using smart cards; however, data gathered from that demonstration has provided the State

with valuable insight into the design of this multi-program EBT system. Retailers in Natrona County a

(which incorporates the previous demonstration area) and the other counties, will process EBT

transactions through an EBT-dedicated POS system. The POS system will integrate with each store's

scanning and commercial systems only to gather price and food item information for WIC

prescriptions. For purposes of delivering benefits using EBT, Wyoming has elected to combine

benefits into a household level card. Although WIC food benefits are prescribed for individuals, the

The Western Governors' Association is exploring the use of card technology for a health
passport. Eight programs in six Western states are being reviewed to determine the feasibility of
incorporating their services onto a health passport. The Wyoming WIC/FSP EBT program would
be incorporated onto this card, pending results of the evaluation of Wyoming's project.

2Approximately 2,600 households in Naa'om County have been targeted to participate in the
pilot program. This number includes 1,600 FSP-only, 500 FSP and WIC, and 500 WIC-only
participants. These benefit recipients may obtain benefits at a total of 51 retail locations; 42 providing
FSP benefits only, and nine authorized to provide FSP and WIC benefits.
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previous demonstration of WIC benefits using EBT also used the household level; the income

eligibility determination factor is based upon this economic unit. Since information on a smart card

can be partitioned, FSP and WIC benefit information is written to the card in different areas,

providing the household with access to only the types of benefits to which household members are

eligible.

As part of the process in reviewing the Wyoming EBT system design, the comparison of FSP

and WIC regulations was expanded to incorporate the features of the Wyoming EBT system. In

other words, the manner in which Wyoming is proposing to meet the regulations was placed in

juxtaposition with these regulations. This comparison, presented in Exhibit C-1, provides a tool for

considering design ora WIC EBT system. Other States examining the use of EBT to provide WIC

benefits -- whether on-line or off-line processing, can use this matrix in determining how they may

choose to meet the regulations. The approach taken by Wyoming is not necessarily the only

approach, and in fact, some of the design features (e.g., reporting) may have been established to meet

criteria or special needs established by the State.

It is important to note that while the delivery of benefits via EBT can streamline several

processes in the existing delivery of benefits, it may also provide a unique opportunity to evaluate the

current flow of information and data, possibly restructuring this data to be more efficient, or to

incorporate additional data which could not be captured with a paper-based service. All of the design

issues are also dependent upon the role which EBT will have in the delivery of program benefits.

Several States have discussed phasing the WIC Program into an EBT system by initially providing

only automated financial settlement and program participation identification. Other States are

considering expanding EBT fianctionalityto incorporate detailed tracking and monitoring features to

validate the effectiveness of the WIC EBT program. Each State may determine the WIC functionality

desired on their own EBT system, noting that the sophistication of the system affects the price of the

system.

In Wyoming, WIC participants are typicallycertified every six months, and two months' worth

of benefits are provided at each clinic visit. During clinic visits, participants participate in nutrition

classes, receive health check-ups, and potentially are referred to other programs within health and
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human services. When a participant moves from one clinic area to another within Wyoming (or out

of State) during their certification period, a verification of certification (VOC) is issued to the

participant. This VOC is issued by the clinic in which the participant had been served, and provides

participant information to the clinic in the new service area. With implementation of EBT, the benefit

card also serves as a VOC within the EBT area.

At the check-out lane, WIC purchases are separated within the participant's food items. Items

which are "WIC eligible" may also be purchased using food stamp benefits. By going from most

restrictive to least restrictive in segregating these WIC items (based upon the food prescription) at

the check-out lane, the participant is ensured that less restrictive FSP benefits are directed at the items

not appearing on the more restrictive WIC food prescription, thereby assuring maximum use of both

program's benefits. Even with an EBT system, since each participant's food prescription is established

for the individual, it is not sufficient for the store to generically distinguish items as *WIC eligible_

in the same manner that items may be considered *Food Stamp Program eligible _. An EBT system

may still address this process at the check out lane. More generally, food stamp and WIC purchases

cannot be taxed, even if the State assesses tax on other food purchases. It is therefore critical that

items are identified as WIC and FSP purchases so that tax will not be applied.

Wyoming has identified key enhancements for inclusion into its EBT system which are made

possible by selection oflC card and UPC scanning technology. The IC card:

· carries both program benefit data for FSP and for WIC prescriptions as well as participant
information regarding immunizations and other client data.

· holds current program benefit data for FSP and for WlC food prescriptions as well as
histories ofrecent transactions.

· permits storage of client immunization history as well as selected health items that may be
updated by WIC staff and shared at the client's discretion with health providers in non-EBT
locations.

· bridges food categories and subcategories prescribed by WIC and the UPC scanning systems
within stores. This permits specific brand and package size prescriptions to be interpreted by
in-store databases and provides real-time rejection of non-prescribed items. (Clients may then
pay for such items by means other than their WIC benefit.) This passive scanner-based
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monitoring reduces the burden on store clerks to monitor items charged to the WIC Program,
and speeds up in-lane transaction time.

· reduces the need for training store clerks and WIC clients since proper purchasing patterns
are reinforced by the response of the EBT system, rather than through extensive ongoing
training of individuals.

· permits diagnosis of beneft card malfunctions at the WIC clinic level.

· allows the processor to overwrite returned cards, reducing the long-term cost of card
replacement. Acknowledging a high percentage annual card replacement rate observed in
both on-line and off-line EBT projects to date, Wyoming has planned procedures for
retrieving abandoned cards at stores and upon proper account verification, cleaning, and
reissuing such cards.

· provides enhanced system security of an electronic fingerprint of all transactions

· replaces the paper VOC used to facilitate enrollment of WIC clients moving from one WIC
service area to another.

· provides a benefit vehicle with added security and durability.

· provides the ability to replace remaining balance of benefits when card is lost or stolen

· while client and retailer card functionality is enhanced, backend of financial reconciliation and
payment uses standard commercial practices.

· provides local authorization of WIC benefits

Other enhancements to the way WIC operates under Wyoming's off-line EBT system include:

· avoidance of the need to equip stores with dedicated telephone lines and to be subject to fees
and potential delays in transaction processing by on-line methods.

· the ability to distinguish types of retailers in management reports generated by the system.

· use of a State and retailer developed master list of UPC's for WIC products, including generic
and store-specific codes in a continuously updated reference file.

· creation of a UPC-specified record of item purchases which may be used to document
purchases generating WIC rebates.

· passive recording of UPC-specific store prices for improved State monitoring of pricing of
.. WIC items.
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· linking of WIC and FSP clients through use of a social security number.

· issuance through a combined family prescription translated from an individual basis to a family
basis by the WIC clinic and delivered by the processor to one shared card per household.

· use of a combined and uniform financialdraw approach with the Food Stamp Program which
makes use of HI-IS Payment Management System

· affords the opportunity for FSP and WIC office staff to work more effectively with clients
who are participating in both programs

· provides an enhanced opportunity to focus on family nutrition education by maximizing the
resources of both programs

· enables WlC nutrition staffto monitor WIC prescription utilization of high-risk clients

· provides toll-free customer service for retailer and client card and system issues for both
programs, 24 hours per day

· allows client to take advantage of special store promotions as WIC prescription is no longer
designated to a specific retailer.

· eliminates restrictions on shopping frequency as transactions are handled on an item-level
basis, rather than on a full prescription basis.

The following pages of this appendix present how Wyoming has approached the design of its

off-line EBT system to satisfy the WlC Functional Requirements presented in Chapter 3 and in

Appendix A.

As in Appendix A, there are several designations used in the "Basis for Requirement" column

that are used to describe the source from which the MProgramSpecifics" were derived. A description

of the designations used follows:

· "Regulation" denotes a WIC regulation.

· "Assumed to conform to FSP and/or commercial standards" denotes that the information was

obtained from either the FSP regulations, commercial standards, or accepted commercial
practices.

· "Stated as functional requirement"denotes the interests of WIC Program management to
provide this requirement within a WIC EBT system.

i
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Function [ Requirement Program Specifics Basis for

m

I rec_uirement?

Authorizin8 Household Benefits Benefit carryov_. Monthly benefits expire at Regulation. Benefit expires on tho last date of each month. Any portion of
set time. the food benefit which remains unused at the end of the month

will be erased from the card, and the value erased will be
uplonded to the EBT host for reportin8 to the State for client
c,ounselin8 and enablin8 trackin8 of the outstandin8 liability.
This occurs the first time the card iaused in the new month (at
the same time that new issuance _ are placed on tbe

card).

PIN selection: Four digits minimum, Assumed to Once the client is detutmitmd eligible for WIC or FSP · card is

selected by recipient, conform to FSP issued and "personalized" and the perticipant selects their (5
o_ and/or commercial digit) PIN. The selected PIN is encrypted by the security ___,'ess

standards, module (SAM) located in the card I/O device. A PIN can be
reassigned at the local clinic in the event that the participant
foyers their PIN. Finally, the critical case information is input
into the card mana_eme_ system at the local clinic.

Card replacement: Replacement fee still In general, card replacements ·re performed at the appropriate
remains under consideration, local asency. If the participant receives benefits from WIC and

other prosrams, the card my be replaced at the WIC clinic.
Lost or stolencards are_xxted to the EBT customer service
number, and a new card is received from the program _ .
Tbereis nocard_ feein theourrmtpilot.Wyoming
is usin8 the pilot to determine ifa fee is needed for system
expansion. When the mud is reported lost or stolen, the EBT
system is notified so that the PAN (card identification number)
is included in the negative file sent to rotailers. This blocks
future use of the card. 48-hour wait (for retailer sefflement
entries) is required to determinethe outstnndin8 card balance.
The lower of thehost-derivedbalanceor the last-reportedcard
balanceis usedwhen replacin8 the balanceof currentmonth
benefits.

Easc of use: For all pm_icilxmts and Stated ns functiomd Client trainin8 and trainin8 desisned to Bain quick aceeptance by
retailers, requirement, participants.
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WIC Program Wyomin!_ Desisn for WlC
I

!

Function ] Requirement Program Specifics Basis for
I requirement?

] ii iii

Authorizing Household Benefits Issuance file: Receive individual food Regulation. WIC clinic uploeds certifw,ation information to EBT system
(con'O prescription fde mergud into daily. Two months worth ofbonefits are uploedad to the EBT

family by food category/ host, however only one month's worth are downloaded to the
subcategory from local selected (3) retailers at a time. The rem·ining month is
health clinic for participants, maintained at the EBT host until it is staged for download to the

spocified retailers. A prorated month's worth of benefits is
issued from mid-month to tho end of the month.

Expedited benefits: Process expedited Regulation. Infant formula (one can) may be added to the card at the local
certification of eligibility for clinic. All other WIC benef_ are added to cards only at one of
some participants. Benefits thc participant's three selected retail stores.

must be issued within 24
' hours of c_wtification.

Deliver Benefits to Households Benefit availability: On date and at time of Stated as functional Intrn-month ptmo_ption changes - for formula only- are written
issuance, requirement, to card at clir_ (notice sent to host to change current month's

balance). Any changes to next month's benefits are sent to EBT
processor for updating prior to issuance. On the issuance date,
benefit information is downloaded to three _ locations.

When issmmce is picked up at retail location, a flag is set on the
card(toprevent· duplicateissuanceto thecard),andan
issuancenot_ isuldoadedto theState.

Issuance problem Timely re_ to issuance Stated as functional Prescription changes may bo routinely m_k-__-for subsequent
resolution: problems, requirement, month's benefits up to five days prior to staged down-loading

date. Infant formula changes are allowed within the month.
Automatic addition of infant foods (cereal and juice) at
appropriate age.
Customer assistance is available 24-hours a day to resolve
participant inquiries following positive identification of
participant via a toll-fr_ telephone line to customer servia.
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Function I Requirement Program Specifics Basis for

I

I requirement?
_T

Deliver Benefits to Households Benefit conversion: May specify food retailer Regulation. The EBT system does not restrict the participant to a particular
(con't) where participant receives retailer,but embles purchases at any WIC authorizod retailer.

benefits. Retailer Benefits may only be added to the card at one of three
descriptionmaybechanged pertidpm-mbcanllocations.
within EBT area. Within the Nvon-eonnty pilot area, all certification data is
Participants moving (intra- carried on the card for use when relocating. Conversion from
or interstate are issued a EBT to WIC voucher is done if participant relocates titan the
"verification of certification" pilot area, and value remains on the card. New agency calls
(VOC) m provida benefit omionmr m a_ _nlmmta a WIC oonversion belss_.
primity in thoir new area. Thnsr_is a48-honr waitin8 ped_ after the call to obtain _n

accurate _. Tho EBT card is turned h to the new asoncy,
which returns it to thc prooessor. Alternatively, the old clinic!

oo provides tho new clinic with a VOC and a Imlance inquiry
receipt.

Backup procedures: Provide backup procedures Assumed to Manual purchases eemble the retailor to process a WIC purchase
during downtime, conform to FSP transaction if the EBT POS or benefit card is inoperative.

and/or commercial Because of the supplemental nature of the WIC Program, infant
standards, formula is considerod the only food item subject to manual

procedurcs. The EBT system will only support · WIC manual
transaction for one can of infant formula in powder, concentrate,
or ready to feed form.
WIC vendor must call customer france for an authorization

number. Transaction data (PAN, product category code, sub-
category code, cans. transaction code, amount of sale,
authorization number, and check disit ) are later entored on POS
terminalfor upload to host during settlement. The manual
issuance is then deducted from the card the next time the card is

usedinthesp_-m.

Media: Benefit delivery systems Regulation. Wyomh_ demonstration area will not split WIC benefits
must be procedurally between paper and EBT. Participants will rec6ve EBT card.
uniform within tho

jurisdiction of thc State
agency.
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Function Requirement Program Specifics Basis for

requirement? ......

Deliver Benefits to Households Replacement cards: Within two days of reported Regulations specify The recipient can get the card replaced immediately at the
(con_) loss. no inconvenience to appropriate WIC clinic. Ail benefits can be restored within the

participant. 48 hours required for all transactions to post. Participant may
"conveniently"notify customerservice upon knowledge of lost
or stolen card. Participant must visit WIC clinic for new card,
to personalize card with PIN, and to add portable health
information. Iftbe 4g-hour window for replscemem of benefits
extendsbeyondthe expiration of the benefits, the outstanding
benefitsare returnedto the State.

Redemption of Benefits Lm_ equipage: No deployment requirement Regulation. Terms of lane equipage were defined in the Wyoming RFP,
("3 other than allow access at There are 39 WIC retailers, 9 of which also handle FSP. The 9

!

authorized vendors in retailers have full lane equipage, plus a balance inquiry terminal.
manner that ensures WIC The remaining 30 retailers will be equipped based on a formula
client is treated as other which approximates 50% coverage, up to · maximum of four

customers, equipped lanes, plus a,balance inquiry terminal.

Transaction fees: Parfici_ts receive benefits Regulation. No charges to participants for transactions. I
free of chaq]e.

Minimum value / Encourage fulfillment of Stated as · Card is debited by WIC food category and sube,atege_ for the
Maximum food prescription. Negsd to functiomd amonnt/quantityofthepurehaso. The scanning cheeks the Ul_
transactions: allow subsequentpurchase requirement, with tho food pms_iption. Partial food pre_p6_ purchases

of unavailable items, may be made. IMngfiption items left on the card at tho next
month's issuanoe are erased as the new month's issuance is

substituted. Returnedbalancesare reportedto the Stateeach
month,

Balance inquiry:. Ability to print prescription Statedas· The WIC balance inquiry terminal will provide participants with
balance prior to shopping, functional a printed receipt which lists the food prescription balance by

requirement, food cutegory. The printed receipt will contain this balance list
at the end ofcuch POS transaction. Customer service will

provide bidan_ inquiry information baseduponhost balanees,
for theremainingproduct valueby food catcgoryand
subcategorycpantity.
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Function Requirement Pros_m Specifics Basis for

r_quin=ment?

Redemption of Benefits (con't) Bahmoe of remaining Stated as a Both WIG balance inquiry and purchase terminals will provide
prescription items, not functional the recipient with a printed receipt which lists the food
dollars, by food category requirement. _riptiofi and FSP dollar value (if applicable) remaining on
andsubc_o_, thecard.

PIN encryption: Enoryption of PIN from PIN Assumed to DES secured PIN pad is available.
pad using Data Encryption conform to FSP
Standard (DES) algorithm, nnd/or commercial

standards.

Erroneous PIN: Limit placed on number of Assumed to Card is locked af_ thwe attempts with erroneous PIN. TI_

_ PIN nttmnpts conform to FSP load _ has the ability to unlock card for identified client and
' and/or commervial for selo_n 8 a new PIN, thereby enablin8 access to benefits
0 stnndards, rema'mi_ on card.

Systemresponse None statedfor WIC; FSP Assumedto Time from conf'umationof purchaseamountto completion of
time: on.line re_lations specify conform to FSP processin 8 is equivalent to FSP on-line requirements.

that leased lines systems: and/or commercial
process 98% of transactions standards.
within 10seconds or less;
100% within 15 seconds.

Dial-up systems: process
95% of tnuumcdom within
15 seconds or less; 100%
within 20 seconds.

System availability: None staml f& WIC; FSP Assumed to Stated system availability and capacity deal with updates to
on-line regulations specify conform to FSP benefit accounts (0.4 seconds per issuance).
that the entire system must and/or commercial System reliability:,using Tandem computers providing fimlt
be available 98.0% of standards, tolerant systems which are resistant to all types of failures and
scheduled time, 24 errors, reliable systems that ensure an accurate and consistent
hours/day. 7 days/w_ek, dambue at all times.
(Allows scheduled
downtime, at non-peak
hours.)
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WIC PrOlyam W_emin 8 Design for WIC

Function [ Requirement Program Specif,:s Basis for

m

I requirement?

Redemption of Benefits (oon't) Retailer / Vendor Prompt credits provided to Regulation. A net credit is calculated by the host for each retail location
reimbursement: retailers for food costs, which has performed an end of day settlement transaction. This

credit will equal the end of day DEPOSIT total that was printed
for the EBT POS location. Reimbursement is through the
ACH, when possible. If the retailer's bank cannot accept ACH
credits, a cheek will be cut. Retail stores receive credit one
bank business day following settlement. FSP and WIC credit
are combined to store. The State allows the EBT woeessor to
draw funds diroctly through the HHS Payment Management
System used for the FSP. One "Letter of Credit' is available
for WIC and one for the FSP. WIC ndxt_ are handled in State

accounts and are presently directed at areas in the State not

-- opemtin_ EaT.

Transaction file: Creaion and transmission of Assumed to Batch cycle for generating reports and transmitting the daily
ACH formatted file. conform to FSP ACH file will be scheduled to allow a n_tiler oatofftime of

end/or commercial 12:00 noon MT each day (for settlement). The fde from the
standards, processor to the concentrator bank is sent via dial-up telephone

lines.

Recet_iliation and Settlement Management Same as FSP, with financial Stated as funclional Full _ capability includes daily and monthly mlxwts
reports: reports showing pdc_ paid roquimment, produced by tho EBT ixocemx that describe transaction and

per item and per total dollar settlement activities. The WIC State system will show
transaction, and management Retailer WIC 5ales by U!_ (monthly data);,WIC Rebate
reports showing items Analysis Report (infant formula rebate, monthly data);,and WIC
purchased by individuals for Family Utilization Report (food ggen_ption utilization repofi,
clinic use and in nu_tion monthly data).
education.

EBT transaction Create and maintain an EBT Assumed to Transaction History Archival repml shows terminal rofetnmce #,
activity: tmumetm file, Io8, and Io8 conform to FSP transaction date, time, 8TL nfl. #, transaction oodo, "host

history at processor, and/or vornmemial entrnnce date", transaction amount, and new card balance. A
standards, report at the EBT processor shows Daily Transaction Activity

by Retailer Settlement Reference #. The participants card holds
48 most recent ttanswfons.
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WICPro.un,, WyomingDesignforWIC

Function Requirement Pro_-am Specifics Basisfor

requirement?

Reconciliation and Settlement Retailer tracking: Total all credits accumulated Assumed to The EBT proeessor provides full reporting capability to meet
(con_) by each retailer, ooaform to FSP the reporting needs of the Federal and State government

and/oroomnm,cial agencies. In regard to purciming andsettlement total activity,
standards, the EBT processor w_ll produce daily and monthly reports that

descn_ Imasactkm and dollar settlement activity. A Daily

Retailer ACH Settlemmt report is available.

Retailer tracking Provide balance information Assumed to End of Day Totals report: all trmmactiemactivity,inclusive of all
(can't): to retailers or 3rd party conform to FSP benefit _ for the retailer, p.:.;_, a sumnuu_ or receipt

processo_ from _ and/or commercial de,tins eeoh _ transaction s_tlement _ f_
POSterminals,. _me,J____. standards, b.lanc/__. Sub.oquent_ _ _ _

,C_ logged as next businm day.
-, l.ocal Totals (Cuhier or Lane) r0port !_rmits the individualt,3

cashier to view the transaction totals (by cashier ID or lane) that
have occurred since the last End of Day Totals transaction was
performed.

Account Allow approved adjustments Statedasfuncticml WIC adjustment transacticm received by the host are sent to the
adjustments: to prescription at local requirement, retailers during settlement processing. These adjustments are

aSency/clinic, made to the card at the first use followin 8 receipt at the retail
store. Ifa balanoe inquiry is performed, account adjustments
are made prior to the balance display or shoppin8 list creation.

Reconciliation at Reconciliation of individual Stated as functiotmi Transaction activity is used by the host to updam the account
household account household accou_ I_!ances requirement, master file. The most recent prosram balance from tim card is
le,,_l: q?_ accountactivities mi savedon the muter file. The master fde eontains· derived

a daily basis. (calculated) progm_ balance for each crud.
The WIC State offw,e receives household food prescription

utilization information monthl7.

Card inventory: Storase and control measure Assumedto Card invemmyandcontrol is performed by the accounting
to control blank unissued conform to FSP offw,e and crud management office at the State and local
EBT cards, and/or commercial agencies. Dual control on card issuance inventmy control is

standards, performed. Vault _ is provided by the State agcncy
accountingoffice.
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WIC ProBram Wyomin_ Design for WIC

Function Requirement Program Specifics Basis for
rcquimnent?

Reconciliation and Settlement Activity Reconciliation of each Stated as functional Reconciliation ensures that the participating retail locations
(con_) reconciliation: retailer's food instrument requirmcnt, roc_vc accurate crediting for their food stamp and WIC

transsctions per POS R_htions specify transaction activity. As the retailer completesthc endof day
terminal andin total to actualprice settlementtransaction,the tcrminalprints acont"u-nmtionreceipt
depositsona daily basis, recordcdat timeof compdsing endof day store trmMction totals. The end ofday

purchase, settlementreceiptdclineatastransactiontotalsby transaction
t_ andCOPA(¢_d/b_fit pr_m).

Verification of retailers' Stated as functional The retailer receives report of credit due from thc end of day
credits against deposit requirement, settlement, and can receive information from their bank on the
information entered into the amount of credit received to their account. Any discrepancy

? ACH network, would be rt_mu_hod by the EBT processor.
i...I

_o Complete system Reconciliation of total funds Regulation. A variety of reconciliation reports are available to the State,
reconciliation: entered into, exiting from, Federal auditors, retailers, and the processor (several of these

and remainin8 in the system rcpom have been previously identified).

eachday.

Audit trails: Audit trails of activity. Rel_lafion. Various reports provide audit trails of activity indudin 8 the
terminal level (by cashier), store activity, and EBT processor
r_x_s.

Manase Retailer / Vendor Open opportunity to All authorized food rctailers Regulation spedfies Autlmdzin 8 retailers or other POS locations to -___,-,:_'pt_WIC or
Participation participate: mustbeafforded the authorization to other program benefitscanonly beperformed by the Stateof

opportunity to participate in ensure adequate Wyomin8 in compliancewith their established rules, procedures
any EBT program, oam, w.i_ and and regular/ohs.

access for

par_cip.nts.

Retailer training: Initial tndnin8 of newly Re_lation. Implementation _res are performed by the processor's
autlmfz_ retailers provided authorized asems. A training session is scheduled by the
by Stateor local clinic, on- processor with the retailer. The State,thmush the EBT
_in8 mdni_ provided by _, provides initial tra'mins. A reportlist_ thename
retailer, and address of vendor locations as they are added to the master

file is sent to FCS and the State for review and confirmation.

User manuals, cashier quick reference cards, forms, and
supplies will be left with the retailer after tra'min8 completion.
The retailer will thenselect the date they will beBinncceptin 8
transactions.
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Function Requirement Program Specifics Basis for

requirement?
IIII I J I ill I

Manage Retailcr/ Vendor Timin8 of system Within 2 weeks of Assumed to Once the State has _ a MC m*ailer, tim State of
Participation (con_) access followin 8 nathorizatio_ conform to FSP Wyoming will provide the processor with a list containing the

authorization: and/or commercial rctailer information. Since the processor has stated that rcta/ler
standards, accounts will be promoted,dollars cannot bc permitted to be sent

through the ACH untilten days have elapsed from the date of
the prenote (per NACHA roles). Federal Regulation 7 CFR,
Part 274, sec. 274.12(gXIXii) requires that "the State agency
permit access by tl_ retailer to the EBT _ compvter within
two weeks of rceeil_ of the FCS authorization nodce and
provide aceess to the system within 30 days or a mutually

a_l tin_ p_l if _ mtail_ choom a _ p. fiy
, processor or clmoses to drive its own terminals."(md

'_ Add Retailers / Ability to add newly Resuhtion. Upon au_rizing · retailer and executing sm asreenm_ the
Vm_lors: authorized retailers by State State will provide klmtifw,alion subcategorins for WIC

office, merchautsto assistin idmtifyin 8 and controlling product price
ranges for specific WIC products. The master file maintains a
list Mazti_ each location as to authorization type. A list is
provided to the processor with retailer ID emesories to assist in
idmtifyin 8 and controllins product _ rm8_ for specific
WIC products. Feedback from actual systom data is expected
to ret'methe State'sabilitytoassesspt____pricenmacs.

Dzlete Retailers / Ability to delete authoriz_ Rzguhtion. Withdrawal by FCS from food stamp participation may mean
Vendors: retailers by State office, withdrawal from the State-administered WIC program

according to State discretion.
System report lists additions, deletions, modifications to the
retailer location mast_ file. Subsequent to the deactivation of
the location, a _ is mailed to I_S or Wyoming for review
and _mfirmation. A dea_vation flag set at the processor takes
two daily cycles to clear (to upload transactions processed
before deactivation was effective),
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Function [ Requirement Program Specifics Basisfor
I requirement?

m ! i ] I IN i! I

Man,ge Retailer / Vendor Authorized user Ensure access by authorized Assumed to Master file is _ al host. The processor maintains strict
Partici!_do_ (conk) access: retailers and 3rd party conform to FSP security control over the process of ridding, modifyin 8, or

processors only. Mnintain and/or commercial deletin8 retailer bank depository relationships. Procedures am
authorization database to standards, in place to ensure that do-auth_ retailers are deleted from
mirror State authodzations the system. The State provides sufficient notice to retailers nnd
and disqualifications, the prooessor emmres that beyond anestablished date EBT

tram_tiomarenotFoce_a

Ability to certify 3rd party Assumed to Third party proeeuors (or self-processors) are not addressed in
processors, conform to FSP the Wyomin8 denmnstra_. The ability to include third-party

and/or commercial processon is dependent upon innovations in card opem_

,(_ standards, systems avnilable from manufacturers.

_-_ Compliance: Provide compliance Stated as functional System data can be extrncted to produce necessary repo_.
exception reports to State requirement.
retailer complianceofficer in

charge.

Permit access to Regu¼tion. Access permitted and supported by the processor.
investigations by FCS
complinnce and OIG (for
compliance buys). Also,
State criminal inve_ations.

Equipment Ensure equipment and Assumed to Equipment installation is performed by the EBT processor or by
functionality: supplies are relxdred or conform to FSP authorized agents. Equipment inventory and coatrol, and

replaced within 24 hours, and/or commercial servicing equipment procedures are conducted through the
standards, interaction of customer service, retail location and retail service

conmu=tor.Adherence to the usual 4 to 6 hour process assures
equipmentreplaoementinec_n!_iancewith the24-hour State
andretail _m_ctual rg_uiremems.

Other Industry standards: Meet industry standards, as Assumed to The system was designed to use off-the-shelf proven hardware
they evolve, conform to FSI) that conforms to all applicable standards for those products.

and/orconunereial Standardsinclude: smartcard, ANSI security standards,
standards, communications,dataprocessins, structured query Innsunge,

electronic funds transfer (ISO 7812 for card identification and

, , ,hinting through EFT networks), and State sug_la_s.
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WIC Pro, mm W_omin_ Desil_n for WlC

Function Requirement Program Specifics Basis for

requirement?

Other (con't) System accuracy:. Main system accuracy: No Assumed to Performance objectives are established to meet requirements.
more than 2/10,000 conform to FSP
transactions processed and/or comnm_ial

inaccurately, standards.

Cost neutrality: No cost neutral requirement. None. Costs of paper operations versus EBT are bein8 evaluated
Cost and effectiveness are through a Federal contract. Wyomin 8 and the EBT processor
addressed through State and am providing dam _ to this evaluation.
Federal_./stom_

C} Data verif_fion, Rinse ch_ks for eccept_e Stated as functional Durin8 the WIC tmnsa_ion, allWIC itmns will be scanned with
, with ranges: dates, aomLmt numbers, requimmmt, sto_ integrated or handheld intoner and matched against both

O_ refund upper limits, etc. the WIC approved product table and the individual recipients
Also check for maximum prescription written on the card. Any items seamed and found
dollar per item, per not to match both the approved product table and the card's
prescription, and per food prescription will be rejected. R_ection will be
_t. communicated through the absence of a second confirming tone

from the scanner.Tho StateWIC systemthtgsmaximum
dollars for eachLTI_. Higher than maximumtransactionsare
also reported to the State montldy. The card nudntains only the
current month's food pml_'ipfon; unused benefits are erased
the new month's issunu_ is written to the card by the store
terminal.

Contingency plans: Contingency plans and Assumed to Although the failure rate for cards h Gxpected to be less than S
backup procedures, conform to FSP percent, the retailer also has the option of necepting a manual

and/or commercial transaction in conjunction with authorization from customer
standards, service.

Processor has identified a Disaster Recovery/Contingency plan
for the Tandem host, retailer POS and smart cards.

Performance Monitor system Assumedto Thereare various time componentsthat makeup a purchase
standards: performance standards. _nform to FSP transaction. All times are estinmtes based on current experience

and/or commercial with the card terminals. Ail of the_ numbers will he verified

standards, against actual results once card inycut and terminal coding have
been completed. In addition to EBT POS Processi_ Speeds,
Host Availability and Capacity, System Accessibility and
Reliability_ and Communications are discussed.
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Function I Requirement Program Specifics Basis for

I

I requirement?

Other (con't) R_d_ates: Report on th,=value and Stated as functional Rebate Analysis Report is one of the WlC Certification System
quantity of rebate items requirement. Rewrite Project reports. This report provides the WIC State
redeemed by brand and by office with btfant formula rebete informati_l. The data file used
retailer for rebate nccountin8 to produce this report is tnmsmitted monthly during tho
purposes (e,g., infant settlement process. Rebates will be based upon elecmmical_y
formuint), doo_mented r_l_l bmcfits; previously, rebates wore bmmd

uf_ redem_ u determinedtV reviewof papervouchers.
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DESIGN CONSIDERATIONS IN JOINT EBT SYSTEMS

APPENDIX D

WlC Financial EBT System Approach

A conceptual model for on-line WIC EBT was developed by the State of Alabama,

Department of Health. This model is designed to be used as a stepping stone to further EBT

development, and provides the transfer of information at the food instrument level rather than the

item level (as illustrated in Appendix C).

In Alabama, food instruments are issued at the local agencies to clients during the certification

process, and monthly during nutritional counseling. Food instruments are printed in batch each month

at the State health data center and mailed to local agencies for distribution. Manual food instruments

are issued initiallyas new clients enter the system. In Alabama, clients receive four food instruments

per month, each representing one week's worth of benefits. Food instruments are presented to the

food retailer's bank where they processed and entered into the check clearing process, with a final

destination of the State's contracted bank. The State's bank prepares a data file of food instruments

redeemed and passes this information to the State health data center where it is reconciled with

issuance records. In addition, the health data center cheeks each instrument's sale amount against a

price survey on file from each authorized retail store. Settlement is accomplished when the contract

bank requests funds from the State Treasury via the health department's finance section. The contract

bank receives funds from the State Treasury.

Under the current process, all reporting and retail store management functions are performed

by the State based upon data recorded at the health data center. Price surveys inform retail store

compliance activities by establishing parameters on food instrument redemption values.

Reconciliation occurs at the food instrument level, not at the item level. Under the voucher system,

there is no indication whether the complete food package was purchased, or whether the participant

forfeited some items at the purchase.
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Conceptual WIC EBT Model

Alabama's goal in taking the first step toward EBT for WIC benefits was to improve the

process while retaining the most desirable features of the existing system. This goal results in the

preservationof most stakeholderresponsibilities,with automation of the retailer credit. New clients

are registeredon-linewith the State health data center during the certificationprocess. Registration

includes recording the client's unified medical record (UMR) number, social security number,

infomua/onon the food matrixprescribedto the client, and the number of transactions for which the

client is authorized corresponding to that period'sprescription. An authorized record is created at

the EBT processor siteaswell with theposting of the client'sUMR, social security number, personal

identification number (PIN), transaction numbers, and valid transaction dates. To maintain the

current benefitavailabilitystandards,the modelwould utilizethe on-linetransfer of authorization data

to the EBT processor. A four-digit transaction number would identify the participant (since each

familymay have more than one WIC participant), the issuancemonth, and the transaction number.

Identificationof this transaction number with a specific food prescription is maintainedat the health

department, not at the EBT processor.

At the local clinic, the participantwould continue to receive paper food prescriptions at the

close of each visit. Alabama envisions using perforated prescriptions, representing the four

authorized "transactions"for the month. At the retail store, the client would continue to separate

WIC items from the other purchase items, and would present the shopping list to the cashier. The

cashiertotals the amount of the WIC sale,selectsthe WIC transaction type on the POS terminal, and

swipesthe participant'scard. After the participantenters their PIN, the cashier enters the four digit

transactionnumbercorrespondingto thegroup of food items purchased (this number is found on the

shopping list), and the dollar amount of the WIC sale. This completed transaction message is sent

on-lineto the WIC processorfor authorization. The processor verifies the social security and UMR

numbers, participant PIN, four-digit transactioncode, valid date range for the transaction,and the

amount of the sale. The amountof the salecannot exceed pre-establisheddollar thresholds for each

coded transaction. An approval or denial message is returned to the retailer'sterminal, a receipt is
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printed, and the transaction is completed. With the Alabama model, the participant is required to sign

the receipt for audit purposes.

Settlement

Credit to WIC retailers is determined at the close of the transaction day. Based upon

transactions authorized by program type, the EBT processor tracks the credits and advises the State

on the breakdown of credits sent by program. The settlement of WIC transactions can be

incorporated into settlement models between the retailer and the EBT processor as well as between

the processor and the State's fiscal agent. WIC retailers would receive a single credit representing

all EBT transactions for the day, thereby streamlining the settlement process. Reports within each

WIC store would provide the actual program split.

As in the current paper-based system, ali program management and reporting functions would

remain at the State level. Just as the State's current contract bank provides data for reconciliation of

redemptions with issuances, the EBT processor would pass a file of EBT transaction information each

day to the health department's data center. The file would include: UMR or social security number,

transaction number, retail store number, date, dollar amount, and authorization number. This

information is reconciled against the price survey data for retail store management purposes, and is

used to prepare additional program reports, as designed and required.
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