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Transactive Corporation participated in the recent meeting of the National Association
-of State Accountants, Comptrollers and Treasurers (NASACT), providing an update on
the Texas--New Mexico EBT interoperability project that we have pioneered.

In her presentation 0 the NASACT associaton members, Margaret Jedlicka,
Transactive's director of software operations, provided an overview of this model for
EBT transactions that are exchanged between states, projects, and vendors.

This solution is the first practical test of the nationally uniform technical interoperability
standards for vendor-to-vendor transaction exchanges {(ANSI 9510) that were adopted
by the Natiopal Automated Clearing House Asseciation (NACHA) under the national
ERBT operating rules.

I am providing you with a copy of Margaret’s presentation in an ¢ffort to increase
awareness about the technical viability of achieving nationwide EBT operability
through processor-to-processor interchange.

This project was undertaken with the full support and cooperation of the EBT project
staff of the states of New Mexico and Texas as well ax USDA Food and Consumer
Service, Transactive worked closely with First Security Bank Processing Services of
_Albuguerque, processor for the state of New Mexico.

While oumtstanding issues—such as the costs of interoperability and who will pay
them-—remain unanswered, we are enthusiastic about the opportunitics for nationwide
benefit accessibility that this development heralds.

“We believe that interoperability 15 clearly an issue on which the industry needs to
come together to seek answers that will push forward the development of EBT and
the services that it;brings to millions of Americans nationwide.

Transactive manages the largest number of online EBT cases in the natton and has
successfully distributed nearly $5 billion in benefits through 200 million wansactions.
We are proud to once again participate in a leading éevebpmenz of the EBT industry,
and we are eager to share our experiences in an effort o increase overall understanding

about this key issue.
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ELECTRONIC BENEFITS TRANSFER BILL
Summary of Senator Leahy’s Anti-Fraud Bill

ELIMINATION OF COUPONS: The bill will alter the Food Stamp Act and
will require that the Secretary of Agriculture no longer provide food stamp
coupons to states within three years of enactment. In general, under current
law states are required to use a coupon system,

Any Governor may grant his or her state an additional 2 year extension and the
Secretary can add another 6 month extension (for & maximum of five and one-
half years) to convert from coupons to EBT.

At the end of that time period, coupons would no longer be provided to the
state. Food benefits would instead be provided through electronic benefits
transfer (EBT) or in the form of cash if authorized by the Food Stamp Act.
(For example, under a bill reportad out the Senate Agriculture Committee by
Senator Lugar on June 14, 1995, states can cash out food stamp benefits as part
of a wage supplementation program.}

The bill is designed to "piggy-back” onto the current expansion of point-of-sale
terminals found in many stores. The bill anticipates that stores, financial
institutions and states will take the lead in the conversion to EBT.

Under current law, states must pay for half the costs of the point-of-sale
equipment put in stores. Under Senator Leahy’s bill USDA will pay for 100
percent of those initial equipment costs, and USDA will pay for 100 percent of
the cosis of the EBT cards. :

STATE LIABILITY: Under Senator Leahy’s bill,. USDA and the Federal
Reserve Board are precluded from making states liable for iosses associated
with lost or stolen EBT cards (unless due to state fraud or negligence as under
current law for coupons). The bill makes households liable for most EBT
losses: however, they are not liable for losses after they report the loss or theft
of the EBT card..

As under cnrrem‘iaw, states are liable for their own fraud and negligence
losses,
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Senator Leahy’s bill provides that "Regulation E " wil not apply to food stamp
EBT transactions. Generally speaking, "regulation E™ provides that credit card
or debit card users are liable only up to the first $50 in unauthorized vses of
lost or stolen credit cards (as long as such a loss is reported in a timely
manner),

[ U

The card issuer is liable for the rest of the loss. Under current law the state is
considered the card issuer for food stamp EBT purposes. Regulation E has
been & major impediment to implementation of EBT by states.

While the risks are much lower for the food stamp program than for debit cards
(since EBT food cards only contain the balance of the unused food benefits
rather than access to bank accounts or credit lines), many states are worried
about liability and oppose the appizcazzen of "Regulation E." The bill also
provides that each recipient will be given a persaml code number (PIN) to help
prevent unauthorized use of the card.

HOUSEHOLD ﬁIABILFfY: Under the bill food stamp families will have to -
pay for replacement cards. However, once reported the old card will be voided
and a new card will be issued with the balance remaining.

Households will be able to obtain transaction records, upon request, from the
benefit issuer and that issuer will have to establish error resolution procedures.

FEDERAL SAVINGS: Under the bill, USDA will no longer have to pay for
the costs of printing, 1ssuing, distributing, mailing and redeeming paper
coupons - this costs between $50 million and $60 million a year.

Under the bill, in an effort to reduce the costs of implementing a nationwide
EBT system, states and stores will Jook at the best way to maximize the use of
existing point-of-sale terminals and follow technology, rather than lead
technology.

STORE PARTICIPATION: Many stores are currently using or in the process
of adding point of sale terminals which allow them to accept debit and credit
cards. These systems can also be used for EBT.

Stores which choose not to invest in their own systems will receive
reimbursements for point-of-sale card readers (which can only be used for
federal or state assistance programs). USDA will pay for those reader costs.
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If the store decides at a later date that it needs a commercial (debit or credit
card) reader, the store will have to bear all the costs. In very rural areas, or in
other situations such as house-to-house trade routes or farmers’ markets,
manual systems will be used and USDA will pay 100 percent of the costs of the
equipment. :

It is planned that this dual restriction -- only federal and state program readers

- paid. for and the upgrade at store expense -- will encourage the largest possible

number of stores to invest in their own point-of-sale equipment. That is clearly
the best option.

To the extent needed to cover costs of conversion to EBT, the Secretary is
authorized to charge ‘a transaction fee of up to 2 cents per EBT transaction
(taken out of benefits). Households receiving the maximum benefit tevel (for
that household size) may be charged a lower per transaction fee than other

- households.

CONSULTATION: In implementing the bill the Secretary will have to consult
with states, retail stores, the financial industry, the Federal EBT taskforce, the
Inspector General of USDA, the United States Secret Service, the National
Governor'’s Associ?tion, the Food ‘Marketing Institute, and others.
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MEMORANDUM FOR DISTRIBUTION

FROM: Belle Sawhill
SUBJECT: Electronic Benefit Transfer BRoll-out

On May 31, the Vice~President is planning to announce our plans for
the rapid, nationwide implementation of Electronic Benefit Transfer
{EBT}. The plan entails working with the States to include as many
Federal and State benefits as possible on a single card that can be
used at ATM machines and in supermarkets. We will start with a
small group of States and a limited set ¢of programs and expand from
there. The goal 1s to have complete coverage within five years.
AEn advance copy of the plan developed by the EBT Task~-force which
I chair is attached for your information.

A main theme of the Vice~President'’s announcemgnt will be the NPR
geal: "moving toward electronic government.” We are working
closely with NPR staff on the rollout. .

If you or your staff have any questions please call me, Tom Stack,
or Richard Green.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFKCE OF MANAGEMENT AND BUDGET
WASINGTOR, 0.6, 20502

The Vice President
The White House
Washington, D, C. 20500

Dear Mr. Viee President:

We are very pleased o present you with the Repont of the Federal Electronic
Benefits Transfer Task Force, In September, the National Performance Review called
for an tmplementation plan © support the rapid development of & nationwide sysiem
o deliver government benefits electronically.  This report answers that call.

In Rovember, an interagency Task Force was formed o make EBT sationwide
in the fullest sense -- one cand, user friendly, with unified delivery of government-
fundod benefits. This Task Force report is the result of hard work and cooperation
among many peepie in Federal and State governmenm who believe EBT is 2 modem
tool o make govermment work betier and cost less, In preparing this report, we
consufted with and neceived excelient input from States, the financial services
community, food retailers, and recipient advocates,

The report represents z key milestone for the implementation of EBT
nationwide, Upon your acceptance of this report, nationwide implementation of EBT
in partnership with States, will begin immediately. ‘We look forward to discussing
this report with you.

Singerely,

. ,D_)xaw ,Qs..._. M-Qg

Isabel Sawhill
Chair, Federal EBT Task Foree

M oo st hpeh

Ellen Haas . Kenneth Apfel \
Vice Chair, Federal EBT Task Force Vice Chair, Federal EBT Task Foree
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1. EXECUTIVE SUMMARY

THE YISION—ELECTRONIC BENEFIT DELIVERY

Vice President Gore's September 1993

Make EBT nationwide in the Report of the Natiopal Performance Review -
fullest sense.~ one card, user - - (NPR), From Red Tape to Results, calied for
friendly, with unified delivery'of  the rapid development of a nationwide system
government ﬁmded benefits. to deliver government benefits electronically.

The Federsl Electronic Besefits Transfer

{EBT) Task Force was chartered in November
1993 to meet this challcngf:. Simply put, cur goal is 1o make EBT nationwide in the fullest
sense—one card, user friendly, with unified electronic delivery of government funded benefits
under a federal-state partnership.

EBT provides benefit access through automated teller machines {ATMs) and retail point-of-
sale (POS) terminals. It can replace the muitiple paper-based benefit delivery systems with a
single, integrated electronic system that delivers bencfits for a full range of federal and state
government programs, The Task Force eavisions & vational EBT system that reduces the cost
of benefit delivery, strengthens the management of program funds, and reduces fraud. A national
EBT system, built with the help of the private sector, will replace outmoded government
disbursing through the use of modern electronic bankiag technology. The result will be improved
service at a lower cost. This implementation plan is the first step in meeting that goal.

Each year, federal and state programs deliver almost $500 billion in cash benefits and fod
assistance. Most of these benefits can be delivered through direct deposit and the rest by EBT.
There are at least 12 federal and state benefit programs which could use EBT to replace paper
delivery methods. . These include food assistance programs under the Department of Agriculture
{USDA) and cash benefit programs under the Departments of Health and Human Services (HHS),
Veterans Affairs (VA), Defense, Labor, and Education, the Office of Persoanel Management,
and the Railrnad Retirement Board.

Initially, the effort to implement EBT nationwide will focus on programs currently using
EBT on a small scale, including the Food Stamp Program, Aid To Familics With Dependent
Children (AFDC), certain direct federal cash benefit programs, and some state general assistance
programs. Quce the full range of programs is included, a natioowide EBT system will deliver
over 5111 billion ip bepefits annually. To part this in perspcczzvc the annual funds flow for
VISA USA, the most wldciy used credit card in the United Staies, is in the range of $175 10 $180
tiitlion.

For recipicnts with bank accounts, direct deposit is the most cost effective means of
delivering bepefits. However, a substantial portion of federal and state benefit recipients do not
have access to bank accounts. Moreover, direct deposit is not an option for government food
assistance programs which restrict zocess to eligible food hiems in suthorized food retail focations.
In these cases, EBT is the solutian.

From Paper to Electronics: Creating o Benefit Delivery System That Works Better and Costs Lass
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THE NATIONAL STRATEGY

The Task Force will provide the Jeadership for the development of an integrated, nationwide
EBT payments system providing recipicnts with acoess to all their government benefits, even
across state lines. The implementation plan calls for development and roll-out of nationwide EBT
over the next five years. The plan has the following five points.

Establishing partnerships with swates, 1o provide the structure for decision making,
operations, and management of nationwide EBT, to be completed by June 1994,

Developing the foundation for a uniform EBT operating environment, based on
commercial standards. Some components wifl be available by September 1994; all
components will be available by March 1995,

Implementing EBT, through mukti-state prototype(s) and state initiatives, between now
and March 1996.

Expanding EBT services 1o all slates by March 1999,

E:m:ng EBT services, by examining new and dcveia;zmg f&chnolagles beginning now
and continuing in the future.

The Task Force recomnsends & national

The National EBT strategy implementation strategy that features two
features two converging paths, converging paths. To easare uniformity, both
bathbassdanastandgrd i paths will be based op a2 standard foundation
gma& ) consisting of crganizational and operational
f o : . building blocks derived from the
infrastructire that support commercia) debit

and credit cards.

Joint-Venture Prototype(s): The federal government and groups of states or single states -
will work together in federalfstate joint-venture partnerships to develop, implement, and
manage one or more large-scale, multi-program EBT systems encompassing both direct
federal and state-adminisiersd bensfit programs. The implementation of the first
prototype model is expected to begin by March of 1996, with other prototype
implementations beginning shonly thereafter.

State-Initiated EBT: A parallel path to achieve nationwide EBT recognizes that some
states may choose to proceed with EBT development on their own or with other states
rather than eommitting 1o a federal/state joint venture, States will have the flexibility
to procure and implemeat EBT services with federal support and will be able to
incorporate direct federal bendfits by linking with financial institutions approved by the
Treasury Department for this purpose, )

We believe that both of these paths are viable. They will cénvcrgc in a uniform national
operating enviromment, while offering states flexibility to determine the most appropriate path for

From Paper to Electronics: Creating o &ﬁeﬁf Detivery System That Works Better and Costs Lesy
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their implementation. The Task Force encourages states to enter partnerships with the faderal
goverument for the potential cost efficiencies and streamlined design, development, and
procurement processes that joint business ventures offer.

. The federa] government will provide
Standard EBT services should be leadership for the development and

available 1o benefit recipients fﬂ procurement of EBT services for both paths.

ali S’m by 1999. e With the clements of the foundation and

streamiined procurement options available,

the rollout of uniform EBT operations can

proceed 1o additional states and regions of states. Standard EBT services should be available 1o
benefit recipients in all staies by 1999,

The Task Force recommends that EBT use on.iine aceess and maguetic stripe card
technologies to ensure compatibility with the commercial infrastructure. However, to snoourage
mpovation, the federal government will work with stakeholders to examine emerging
technologies, such as intelligent chip or “smart” cards, for EBT operations.

MARING EBT COST EFFECTIVE

Development of the EBT infrasiructure will require an initial investment shared equitably
among the government and private sector stakeholders. The size of this fnvestment can be limited
by building on, rather thas recreating, what the commercial EFT infrastructure already provides.
The Task Force will also use Iessons learned from over tea years of state demonstration testing.
Although these pilot sysiems represent less than ons percent of the dollars to be delivered through
the mationwide system, these pioneering efforts bave proven that EBT works. Savings can accrus
from combining multiple program benefits on a single card.

STAKEHOLDERS VIEWS

The strategies presented in this plan reflect the input and concerns of recipiemts and
government and private sector stakeholders. To obtain their input, the Task Foree participated
in & wide range of stakeholider discussions and forums over the past several months,

Government beoefit delivery is shared

The Task Force reeam;t{is betwesn federal and state govemments.
federal and state agencies joir in While sistes share our goals for EBT, they
the reinvention of government observe that the federal approval process is
and pursue partnerships... fragmented and incoasistent, and that federal

regulations bamper EBT development.  The
federal government must provide the
leadership to change the way the federal and state agencies work together. The Task Force
recopumends that federal and state agencies pursue partnerships that streamline the development
and acquisition of EBT services. Successful implemeatation of EBT will require not only the
partisrship of states and local officials, but also the cooperation of merchants, who provide food

From Paper 1o Blectronics: Creating o Benefit Delivery Sysiem That Works Better and Cosss Less
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and cash services, and financial service providers, who offer reliable and szcure payment
systems.

CHALLENGES

Vice President Gore’s National Performance Review recognized that challenges must be met
to implement EBT: .

“Barriers still stand in the way. Agencies will have to work together to develop 2
comprehensive nationwide strategy for implementation; it will do no good for each
agency to develop its own process. We will aeed o strengthen the partpership
between state and federal governments in developing and opersting the system. We
will have 1o climinate some regulatioss that would pravent this radical change in how
goverument operates.”’

The primary challenges to the development of natiopwide EBT are:

v Costs and financing: The governments’ share of system costs must be reasonable-based
on equitable cost-sharing by ail szakeholders in the design, development, implementation,
and operation of EBT.

* Management and organization: Both within the federal govermment and among the
system stakeholders, mew orgamizational relaticnships must be established to ensure
uniform and cost effective development of EBT natiopwide.

COSTS AND FINANCING

The Task Force belicve thar zll stakeholders will benefit from EBT. However, these
benefits should not be realized solely al taxpayers’ expense. The federal government should pay
a reasonable share to provide pationwide EBT services, including an up-front investment in EBT
design, development, and implementation.

Regulation E is 2 key cost driver for EBT. Regulation E is intended fo provide consumer
protection for participants in electronic funds transfer systems. In February 1994, the Board of
Governors of the Federal Reserve System issued a decision to make Regulation E applicable to
EBT. The decision provided for a three-year delay before coverage becomes effective. States
have indicated that the potential liability associated with applying Regulation E to EBT may be
a “show stopper” for further EBT development. While there must be adequate consumer
protection, the Task Force shares the states’ concern about accepting lisbilitics of undetermined
valus. Over the next three years, the federnl government will work with a coalition of stateg and -
with the financial services industry to develop the strategies and procedures that can limit
sxposure to fraudulent claims and equitably distribute tite liability among the stakeholder groups.

-*

' From Red Tape to Results, Creating @ Government that Works Better and Costs Less, Report of the
National Performance Review, Scpiember 1993, page 114,

From Paper ta Electronics: Creoting ¢ Benefis Delivery System That Works Betier and Costs Lexs
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Although there is pmmi&iag cost tata rom the EBT demonsirations, extrapolating these
analyses to & natiogwide rollout is difficult given the oumber of cost varizbles and assumptions
about stakeholders” participation in financing. To estimate EBT costs, the Task Force constructed
a model to approximate the outcome of natonwide EBT design, development, unpiemcntauon
and apcrazmg costs. A discussion of the cost methodology, including key assumptions and cost
drivers, is presented in the main body of the report,

T L UL T SV Full implementation of EBT will produce
ﬁe Task F?rce esm:mm" EBT’_ federal savings of an estimated Si%pz:z:’ﬁian
gnce operational nationwide, will  annually, as compared to tie costs of papes-
pmducg mmua[ federal s.avmgs of  based benefit delivery. The one-time federal
8195 mzllzon. . investment for the design, development, and

implementation of mationwide EBT s

expecied to require $83 puilion in new federal
appropriations over four years - 1994 through 1997 - including $11 million already earmarked
for 1994 and 315 million requested for 1993,

States will share in a portion of the design, development, and implementation costs and in
operational costs, Retailers will be expected to invest in POS terminals for their stores and o
pay the normal cost of POS terminal transactions. The financial services community will provide
access to ATM terminals and networks and will belp in determining ways to limit Regulation E
liability. Benefit recipients, masy of whom currently pay very high check cashing fees, will be
able 10 access all of their cash benefits at listle or no charge, but will be expected t0 pay a
sominal fee for the cost of additional transactions in order to benefit from the security of
retaining funds in their EBT accounts,

MANAGEMENT AKD ORGANIZATION

Agencies must work together to implement EBT nationwide. Those responsible for EBT
within the federal government should be organized to fulfill the following needs:

. Dewiop consistent federal policy, so that EBT stakeholders {i.c., states, retailers, EBT
serviee vendors, and advocates) receive 2 coordinated policy message across programs

and agencics;
s Ensure accoumability, 5o that progress toward nationwide EBT is coutinually assessed;

*  Provide a single point of contact, 50 that stakeholders who seed information and
approvals do not have to manage their own way through multiple federal contact points;

v Mobilize federal resources to meet o schedule for rapid deployment of nationwide EBT,
so that scarce resouress are managed effectively; and

*  Develop standards for a uniform, commercially compatible EBT operating ernvironment,
so that retailers and financial institutions can tie into federal and state-spovsored EBT
systems that support interstate frausactions for multiple programs.

From Paper to Elecironics: Creating o Benefis Delivery System Thot Works Better and Costy Lasy
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To respond to these needs, the Task Force recommends a structure that consolidates
responsibility for government-wide EBT policy and provides an account executive for each staie
or group of states. Withio this framework, the responsibilities of the key organizations follow.

The Federal EBT Task Force. National EBT policy, implementation, and operations will
be directed by the Federal EBT Task Force consisting of principals representing the Office
of Management and Budget (OMB), HHS, USDA, and Treasury and an executive support
staff. The OMB principal serves as the Task Force chair. Specifically the Task Force will:

+  Develop and oversee natonal EBT policy;

= Dirset the design and development of the EBT foundation;
* Manage EBT profotype projectis);

+ Coordipate EBT stakeholder communications;

* Work with agencies to ensure the development of a streamlined, maltiple program grant
approval process;

* Reoeive siate grant applications and oversee the federal approval processes; and
»  Coordinate budget requests related to implementstion and operation of nationwide EBT.

Lead Program Agency. As lead program agency, USDA will designate an EBT account
executive to coordinate the federal response to EBT grant applications from states or groups
of states. Account executives will have 2 direct working reiationship with the Task Force
executive staff and serve as the single point of contact for project-related communications.
They will coordinate the review and approval processes within the federal government for
each grant application. The account cxecutive will ensure that governmentwide EBT
policies are addressed consisteatly. [o managing a project, the account executive will
consuft with the Task Force regarding progress, problems, and chapges in divection. The
account executive will ensure rapid review and approval of grant applications,

Treasury. Treasury will manage the federai government’s financial operations associated
with EBT. Working with the Task Force executive staff to document requiremonts,
Treasury will be responsible for acquiring and managing the EBT financial services that are

needed to support nationwide EBT. )

Agencies will work together to coordinate EBT grant application approval. The Task Foree
executive siaff will receive the grant application and, in coordination with the affected agencics,
refer it to the designated account executive. Following the streamiined approval process with
established deadlines, the application will be reviewed by the appropriate agencies. The new
feature of the process is that the account executive will be responsible for facilitating solutions
t¢ problems identified in the review process. Any major problems or issues that the account
executive encounters in moving the application will be referred to the Task Foree for resolution.

From Paper to Electronics: Creating o Benefit Delivery System That Works Better and Costs Less
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1. THE VISION - ELECTRONIC BENEFIT DELIVERY

Make EBT nationwide in the fullest sense—one card, user friendly, unified delivery
of government furded benefits.

Vice President Gore's September 1993 Report of the National Performance Review, From
Red Tape to Results, called for the rapid development of 2 aatiouwide systems o deliver
government benefits electronically, The Federal Eiectranic Benefits Transfer (EBT) Task Force
was chartered in Noverber to mest this challenge. Simply put, our goal is 10 make EBT
nationwide in the fullest sense-~one card, user friendly, with unified delivery of goverament
funded beuefits developed tnder a federal-state partnership. Federal benefits not delivered
through EBT will be delivered through electronic direct deposit. For recipients with bank
accounts, direct deposit is the most cost effective means of delivering benefits, However, a
substantial portion of federal and state bepefit recipients do not have acoess to bank accounts, and
direct deposit is not an option for food assistance programs which restrict aceess to eligible food
fiems at authorized food reailers.

EBRT, an electronic funds transfer (EFT) technology applied to the delivery of government
benefits, provides benefit access through avtomated teller machines (ATMs) and retail point-of-
sale {POS} terminals. The current paper-based coupon, check, and voucher systems are
expensive and inefficient. Each of the many, diverse benefit programs currently bas separate
systems to print, issue, and réconcile paper benefits. Too ofien these systems are beset with
fraud and abuse. For benefit recipients, there can be long waits for the check to arrive, check
cashing fees which erode benefits, and a high nisk of theft. .

EBT presenis an opportenity to replace the multiple paper systems with a siogle,
streamlined electronic system that delivers benefits for u full range of federal and state programs.
The EBT Task Force envisions a uniform sational EBT system that, implemented in the right
way, will reduce the cost of benchit delivery. It will also help strengthen the management of
program funds and reduce and aid in the prosecution of fraud. (See Appendix A for a discussion
of fraud reduction and other benefits.) The national EBT system we would build will make the
government a partner with the private sector to transformn outmoded government disbursing
through the use of modern electronic banking technology. The goal is improved service at a
lower cost.  This implementation plan is the first step in meeting thar goal.

POTENTIAL SCOPE OF NATIONAL EBT

' Each year, federal and state programs deliver almost $500 billion in cash benefits and food
assistance. A good portion of these benefits can be delivered through direct deposit; the rest
through EBT.

As shown in the following 1able, there are at least tweive federal and state benefit programs
which could use EBT to r:piacc paper benefit delivery methods.

From Faper tv Eiectronics: Creating o Benefit Delivery System That Works Betfer and Costy Lese
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These include programs providing food

Faéfx gcm of Nadomwide EBT assistance under the Food Stamp Program

o e g ase Beneli) (F5P) and the Special Supplemental Food

Program Ryr Women, lofants, and

EBT Children  (WIC), and programs that

(o hoed m% provide cash benefits such as the Social
AFDC 575000 mseseo | Security Administration’s Old - Age,
381 3000006 $12,180.000 Survivors, and Disability Insurance
OASDI 5820000 HLOTBOC | (GASDI), Supplemental Security Income
& o gt | (SSD, Aid to Families with Dependent
L1A 2,800,000 $465,000 Children  (AFDC), States’  General
KRB 4,000 3603,000 Assistance (GA), Civil Service Retirement
?s  Po %g "ﬁ%g and Dise_tbility, Veterans  Affairs
Misiary Pensions 00000 - 32,605,000 Compensation and Pension Benefits,
Wi 1,400,000 32,114,000 military pensions, Railroad Retirement
SLUB0% - ILTT00 | pepefits, Unemployment  Insurance,

Eacrgy Assistance, and Student Loans.

Among the federai agencies with
responsibility for these programs are the Departmeats of Agnculture, Health and Human
Services, Veterans Affairs, Defense, Labor, and Education, the Office of Personne! Management,
and the Railroad Retirement Board.

Initially, the effort to implement EBT naticnwide will focus on programs currenty using
EBT on a small scale, including the Food Stamp Program, AFDC, cartain direct federal cash
benefit programs, and some state general assistance programs. Once the full range of programs
15 included, a nationwide EBT system could deliver over $111 billion in benefits annually. To
put this in perspective, the annual funds fow for VISA USA, the most widely used credit card
in the United States, is in the range of $175 to $180 billioa.

THE NATIORAL STRATEGY FOR EBT

The Task Force will provide the leadership for the development of nationwide EBT. Our
plan is based on 2 five point implementation strategy as follows.

Establish Partuerships

As a first step, the federal government must act as a catalys! (o reinvent the way the federal
and state agencies work together in building EBT payment systems. In doing this, the federal
government will ¢stablish partmerships with staies to work on one or more joint venture
prototypes and on state-initiated EBT projects.  These partnerships will be established by
September 1994,

Build Foundation

The faderal government and states will develop a set of cight building blocks which will
form the foundation for uniform pationwide EBT operations. The foundation consists of
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organizational and operational building blocks and includes: (1) standard operating rules; (2)
standard financial core; (3} standard settlement service; (4) funding agreements; (5) cnabling cost
policy; {6) simplified state application process; (7) EBT processor and audit certification; and (8)
federal/state decision-making stracturs.

. NATIONAL STRATEGY
I Federol & State Joint-venture and Private Sector Acvice l
Prototypels) —
Foundation P H
Cowtfory § 11 Comtieg
kil § e l B ?&?mww&n S Nationwicle EBT
m pys— Facurds Cowerer
AT Soeek e Aaxtional Prootyoets|
ot ] | Seroiowc
- Guore
i RIS Siote-inticied
Py L
comeaton || samice. Cre o e Skoee
rictng AaTing &
Y acnon:
Foagxiooon & Appeowed
Pt oo A et v Fomed a;'m&
ACERICEC] SR

These key building blocks of nationwide EBT will be made available for use by states us they are
completed.  Some will be available as carly as Sepiember 1994; all 2ight will be available by
March 1995,

Implement EBY ‘

Rcwgnmaé that some states have already proceeded through various stages of planning and
implementation, the Task Force recommends a national implementation strategy that features two
converging paths. To ensure convergence and uniformity, both paths will be based on the
standard foundation.

*  Jolut-Venture Prototype(si: The fedenal government and mwuitiple states will work
together in federal/state joint-veoture parmerships to develop, implement, and manage
one or more large-scale, multi-progrem EBT systems encompassing both direct federal
atd state-admupistered benefit programs,  This protatype{s) will featare a coordinated
process to scquire common EBT services. The goal #8 to scquire services quickly and

From Paper (o Blectronice; Creating o Benefit Delivery System That Works Butter and Costs Lasr
The Virian « Electronic Banufit Delivery Page ¥



efficiently without having to proceed through separate, redundant, and costly design,
development, and procurement processes for each state.  The organization,
management, and operational specifications for the prototype can serve as a model for
states wishing to participate in similar regional federal/state partmerships 1o acquire and
manage large scale EBT systems. The implementation of the first protarype mode} is

" expeeted o begin by March of 1996, with other prototype implementations beginning
shortly thereafter.

»  Btate-Initiated EBY: A paralle]l path to achieve nationwide EBT recognizes that some
states may choose 1o proceed with EBT development on their own or with other states
rather than committing to 2 federal/state joint venture. In particular, some states which
are currently {o the process of deveioping or implementing EBT may want to proceed
individually. Also, some states may want the increased autonomy and flexibility of
separate procurement actions to acquire EBT services. To ensure integration in the
national system, these states will use the EBT foundation. States will be able to
incorporate EBT services for direet federal beneficiaries by linking with financial
mstitutions approved by the Depantment of the Treasury for this purpose.

We believe that both of these paths are visble. They will converge in a naticnal uniform
operating environment, while offering states flexibility to determine the most appropriate path for
their implementation.

Expand EBT

By March 1999, EBT services for the major federal and state benefit programs will be
available pationwide. During this period, EBT will be cxpanded to benefit programs with more
complex requirements for EBT integration. These programs include health care programs, such
as Medicaid and Medicare, as well as the Special Supplemental Food Program for Women,

Infants, and Children (WIC), 3 nutritional assistance progmam. Ip addition, the federal
government will work with states that have not deployed EBT to determine appropriate sirategies
for including them in the nationwide system,

Enhance EBT Systems

The federal government will support the adaptation of appropriate mew and evolving
technologies for EBT, placing special emphasis on innovative technologies such as smart cards,
This work will be conductad in coordination with the implementation of the national EBT sysiem,

STATUS OF EBT DEPLOYMENT

While weil over half the states are anticipating implementation of EBT, Maryland operates
the enly state-wide system. Az shown below, six other states currently operate small, county-
based demonstration projects, and the Treasury Depantment is demonstrating the use of EBT for
direct federal programs, primarly Social Security benefits, in Houston and Dallas., . Another
three states have recently awarded contracts for EBT processing services. These systems will
initially be pilottested in local counties. While New York does pot have a traditional EBT
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system, the state is using POS and card technologies to issue AFDC cash payments and replace
food stamp authorization-to-participate (ATP) cards. (See appendix B for 2 detailed discussion
of the status of EBT deployment.)

I £ET DEPLOYED n
CEITTITIIT ELECTRONIC AFDC BSUANCETS? AUTHORZATION

MAKING EBT COST EFFECTIVE

For more than a decade, federal and state agencies have proven the feasibility of EBT
through various demonstration projects. However, the Task Foroe does not expect that individual
experiments will achieve the ecomomics that can accrue from building an integrsted nalional
system encompassing 2 full range of federal and state benefit programs. After an initial federal
invesiment, a fully operational system could save the federal government $195 million per year
compared to operational costs of the current paper-based systems. (See chapter 4 for a detailed’
discussion of the cost model.} However, to ensure cost-effectiveness, the national EBT sysiem
must be based on the following criteria: ‘

* Feders)/State Partnerships: In developing this report, the Task Force conducted ap
outreach program to obtain inpui from government and private sector entities who have
a stake in EBT development. States were unanimous in suying that they want to
becomne true partaers with the federal government io developing and managing EBT
sysiems. States indicate that EBT systems could be developed more cost effectively
through federal and state joint ventures and a streamiined approval process. To achieve
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this goal, states have asked for an EBT policy board or committee that includes federal
and state representation.

Commercial Technology and Infrastructure: The iniiial investment needed to build
the national EBT infrastructure can be limited by not recreating what the commercial
- EFT infrastructure already provides. The Task Force recommends that EBT be bailt
cn the existing commercial infrastructure rather than duplicate it. Koy feateres of this
infrastructure inciude equipment, communications, aad settlement mechanisms,

Nationwide Standards: To be cost effective, EBT systems must be built on standard
technical specifications and operate the same throughout the country.  Stakeholders
indicate that cost savings which would otherwise be gained from EBT will surely be Jost
if retailers, networks, and financial service providers have to adapt their services or
operations 1o unique operating environments in cach state.  The Task Force
recommends that a standard foundation incorporating operating rules and standard
technical specifications for all EBT development efforts form the basis for deploying
EBT nanonwide.

Equitable Taxpayer/Private Sector Cost Sharing: Fedzral and state governments rely
on food retailers, through retail POS terminals, and the financial service providers,
through ATMs, to provide access to government food and cash benefits. It is not
unasual for food stamp transactions to comprise 30 to 40 percent or more of a store's
retail food sales in inner city and mefropolitan areas. For food retailers, EBT reduces
paper coupon handling and lowers retailers’ operating costs. In addition, many large
food retailers (75 percent of food stamp benefits are redecmed through 15 percent of
retailers, mostly Jarge retail chains) either already have or are considering implementing
electronic POS systems. For these retatlers, EBT enhances their business case for POS.
Food retalers will be asked to invest in EBT by deploying terminals and assuming the
POS transaction fees—as they now do in the commercial enviromment. In turn, the
federal government must provide retailers with standard systems 5o that they will not
have to adapt their operations 1o a different system in each state in which they operate.

Current jaw probibits the government from forcing food retilers © incur the costs
associated with EBT system installation in order to participate in EBT. Retailers have
expressed concern that government efforts would force them 1o use special equipment,
link 10 non-standard networks, and establish new banking or procsssing relationships.
Retailers want 1o work with the government to overcome obstacles and 1o implement
a agtional EBT strategy that (5 consistent with their business needs.

The financial services commaaity will also bencfit from reduced paper bandling and
from increased use of the clectronic infrastructure, The financial services community
will be encouraged to deploy ATM terminals ip areas with limited access.  There i3
svidence that this community is willing to deploy more termigals in such areas if there
is sufficien? transaction volume to support the terminals.  For example, a large, New
York-hased bank increased the number of ATMs deployed ia the city of Camden, New
Jersey from three to §ix with the implementation of EBT, bringing the number of ATMs
gvailable to recipients in Camden to ten,
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2. STAKEHOLDER VIEWS

The federal government cannot develop the pationwide EBT system alome. Parmerships
with states and the participation aund support of retail merchants, the financial services
commuaity, and recipients are vital to creating the system. To understand the aeeds of these
stakzbolders, members of the Task Force pariicipated in many meetings and forums with states
and other stakebolders over the past several months. Qur goal was to understand their concerns
and tap their ideas to incorporate them into this plan.

THE STATE PERSPECTIVE

For many programs, government bensfit delivery is a shared responsibility between the
federal and state goveraments. States acknowledge EBT’s potential, but they observe that the
federal approval process 1s fragmented and inconsistent, and that federal regulations often hamper
EBT development and integration. In this regard, siates expressed the following views,

¢ Federal/State Collaboration: States now administer and jointly fund many of the
federal ;m}grams whose benefits can be delivered through EBT. Nationwide EBT
deployment can only succeed through cooperative efforts between states and the federal
government. Once EBT is deploved, federal and state representatives must have an
ongoing dialogue to overses system maintenance and {nnovation,

*  Alernative Paths to Development: While a number of states are considering a
federal/multi-state regiomal approach 1o EBT deployment, others may chooss a state-
initiated approach. States want the flexibility to choose the most appropriate roste.

s Streamlined Approval/Single Point of Contact: States do not want to have 1o go from
agency to agency w seek approvals, funding, and guidance prior to implementing an
EBT system. They want a coordinated federal approvat process. While they recognize
agencies’ program responsibilities may vary, the cost and time required to successfully
mancuver an EBT proposal through the federal maze stifles implementation,

+  Consistent Federal Policy: 'States recognize that EBT is only now moving from the
experimental 1o the operational stage, and that policy shifts are patoral during this
process. However, for EBT to be rapidly deployed in 2 cost-cffective manner, the
federal government must articulate consistent federal policies regarding administrative
approvals, cost allocation methodologies, and grant requests.  States suggest creation of
a board tied to the Executive Office of the President to serve as a single point of
contact.  They also favor a mechanism for states to pmv:dc meaningful input inte
federal decisions related to EBT.

*  Regulation E Relief: The, Electronic Fund Transfer Act governs electronic funds
wransfers initisted to debit or credit a consumer account, The Act, implemented by the
Federal Reserve Board’s Regulation E, creates a legal framework of rights and
responsibilities for consumers and for providers of electronic fund transfer (EFT)
services. The Act and regulation provide for restrictions on the unsolicited issuance of
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automated telier machine (ATM) cards and other access devices; disclosure of terms and
conditions of an EFT serviee; documentation of transfers through terminal receipts and
periodic statements; limitations on consumer lability for unauthorized transfers; and
procedures for error resolution. In February 1994, the Board voted to apply the liability

~ provisions of Regulation E to EBT effective March 1997,

Many states expressed stroag
opposition to the application of
Regulation E to EBT. States
indicated that Regulation E may
b¢ 3 “show stopper” due to the
financial lizbility they believe it
will imposc. The obstacle that
Regulation E poses o EBT has
led some states 1o re-think their
position on deploying EBT. The
Task Foree understands the
position of the siates and is
concerned  abour  undertaking
responsibility for lisbilities of an
undetermined valee. There may
be approaches that could limit
federal and state liability in a
way that is <eqguitable to
taxpayers and recipienis; the
Task Force will explore these
approaches.

xfm ,_Kf mm i?hrw_m

Sasies concern mapunding Ragulation E stems from
two sourcer: First, the seguiremant to seingata benefits
withdrawa in o diputed ponweton would petuit in on
unfunded bability that wonld fall thisfiy on tintey., Second,
reguiremenis for sexporse and rexoluzion of clatmy plave an
sxirome Burden on already overworked tovial serviee
workers., In o commmreish suvirouwmant, relnssazed fomds
can be removed once resolution ix set. Fundy reinstaind iz
an EBY sccoum conld be subject to roles governing the
reclamation of mww M sf{ffcr with euch bensfit

mm'mmmmwmmmmm
debiz cards hare recourse fo caniral expenses relaied
Regulation E which are not availudia to publie lastivations. .
For exampls, financigl institurions charge sccouns:
maintanance and tranmction feex that offset leavey. They.
can clost “Righ risk™ accounte and con refuvs o lxoe 2
new card to a custorser thut hax repeated loxsex. Thay con
also refuse 5 open on mmfarmm with
questionably credii,
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During the next thres years, the

federal government will evaluate the costs and impacts of Regulstion E on EBT. A
fundamental part of the evaluation will be the definition of administrative procedures to
resolve disputes. The government will also assess alterpative methods of funding.
Pending the outcome of these analyses, state concerns will continue 10 influence
nationwide implementation planaing.

v Standard Financial Specifications: The current EBT process often results in each siate
developing an independent set of system requirements and specifications, generating an
expensive and time-consuming procurement process. Many states believe that a core
set of requirements could be packaged as 3 standard EBT product, and be made
available through the marketplace. States want to bave flexibility regarding program
performance and customer service aspects of EBT, but every state does not need to start
from scratch for all requirements, particularly those related to financial aspects of EBT.

+  Cost-effectiveness: States want to build cost-effective systems. They want relief from
program-by-program rules that often impose, rather than reduce, administrative burdens.
States would prefer the establishment of an overall cost-effectivensss standard that

. recognizes the multiple-program, multi-year aspects of EBT rather than the current
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standard for strict annual cost neptrality. They also think improvements in customer
service and reductions in fraud should be part of the performance equation. Some gates
have also suggested fiscal incentives, such as restoration of enhanced matching rates for
fraud prevention, to be able to focus on fraud prevention activities.

*  State Innovation: While the majority of states are opting for on-line EBT technology,
upop which the commercial financial payment systems are based, some states want o
retain the flexibility to pursue off-line, smart card and other technologies. They belicve
the national strategy should allow room for experimentation.

*  State Regulations/Legislation: Some stales may need to change regulations or amend
statutes to fully participate in the federal/state partnership to implement EBT nationwide.
States need o have as much advance notice as possible of federal policy decisions
related to EBT in order to identify where state action may be required.

THE BQNEFI’I‘ RECIPIENT PERSPECTIVE

To learn how henefit recipients viewed EBT, the Task Foree talked to recipients in several
demonstration sites and o client advocates. When asked what they liked most about EBT, clients
overwhelmingly gave two suswers—dignity and security. When asked what feature not available
in current demonstrations they would most like, they indicated access—both routine access 1o
benefits across county and state lines and access to benefits from other programs that could be
included op the same card. In building the national EBT infrastructure, the Task Force will
continue to talk to recipients and work with their advocates 1o ensure their views are considered.

*  Dignity: The card and system should look and operate like commercial credit and debit
card systemis widely used across-the nation. At the point of service, whether at 3 POS
termival in a check-out line or at an ATM, the system should pot differentiate berween
an EBT cardholder and a MasterCard, VISA, or other cardbolder,

*  Security: Paper coupons amd checks make easy prey of society’s eiderly and neediest
people. They fall victim to muggers who wait cutside places where recipients cash their
checks or pick up food coupons. Recipients with access to EBT often say that the
security it provides is a primary reason that they prefer a card to coupons and checks.
They do sot have to withdraw the entire amount of their benefits and can keep funds
secure until needed. Toli free telephone numbers let them obtain information, resolve
problems, and deal with such routine maintenance activities as a change of address,

«  Access: ATMSs across the nation are linked through a well-defined and well-managed
set of local, regional, and pational communications networks that allow consumers to
aceess their acoounts wherever and whenever they need money, POS systems allow
people 1o use oredit and, incrcasingly, debit cards at participating merchants. EBT
recipients should have similar aceess to benefits. In developing the EBT system, this
infrastructure will not be reinvented, only augmented when necessary. Recipients, along
with commercial customers, will be able to access funds through the expanding network
of POS terminals and ATMs and to do 50 at Little or o cost. In order to make ATM
withdrawals beyend the number provided as pant of a basic services package, recipients
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will pay a nominal fee. In addition, recipients will be able 1o conduct transactions at
POS terminals consistent with commercial practices.

The Administration will review the 1974 Privacy Act and the 1987 Computer Security Act
to identify any revisions needed to ensure the confidentiality of personal information in EBT
systems, and to belp assurc a pational EBT system’s integrity and sccurity. Siakeholder privacy
protections, like those in the Food Stamp Act which restrict informational access to persons
directly connected with EBT’s administration and enforcement, will also be considered. In fact,
given the multi-agency nawre of the EBT effort now envisioned, consideration will be given to
converting individual agency protections iato a government-wide standard.

THE PRIVATE SECTOR VIEW

Suceessful implementation of EBT will require not only the partnership of states, but also
the cooperation of merchants who provide food and cash services and financial service providers
who offer reliable and secure payment systems. These stakeholders provided valuable input in
the development of this plan. The Task Force will continue to look for opportunities for
systcmatic participation from the private sector as we build the nationsl EBT system.

¢ Retail Merchants: Perhaps more than any other private sector group, merchant support
is vital for EBT implementation and delivery of benefits. Retailers provide food stamp
recipients an outle! for redeeming their electronic benefits for eligible food items.
Merchants also provide other EBT services for recipients, including cash benefit
purchases through merchant POS, cash back services, and assistance on EBT's use and
acowss. In providing these services, merchants want o meet customer aeeds through
uniform, cost-effective, and relisble EBT operations, consistent with industry standards.

» Financizl Service Providers: This group includes financial institutions, networks, and
ATM and POS service providers. Their resources can form the comerstone for EBT
operations. To the extent feasible and cost effective, EBT operations can and should use
commercial industry infrastructure and processes. Fipancial service providers have
pledged to use the EFT infrastructure for EBT, provided EBT can fit reasonably with
commercial standards, rules, and practice. These providers want o expand the services
that they provide to clients, but only if they can maintain profitability.

*  EBT Processing Service Providers: As the governments’ direct processing agent for
EBT, processors retain a central position among EBT cooperators. The processor
interacts directly with all other major cooperators and plays a key role in development,
implementation, and operation of an EBT system. In addition te working directly wath
federal, state, and local program agencies to design the base service system, the
procassor will compete with other POS providers 1o deploy terminals and provide POS
services to the merchant community. As the EBT system’s operator, the processor
maintains benefit accounts, processes transactions, creates and provides settiement dats,
and can perform customer service functions such as card issuance and training. Like
other financial service providers, these cooperators want to expand services 0a o8t
effective basis. :
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LESSONS FROM THE PRIVATE SECTOR

In implementing EBT natdoawide, the Task Farcc recommends building on the commercial
infrastructure for two reasons:

+ The system works, and it works well, Customers of one financial institution can
seamlessly access their accounts from ATMs across the country amd POS devices
throughout their area. In the near future, they will have access to POS nationwide.

¢ Card issuers and transaction originator or acquirers participate in regional and national
alliances that consistently, and precisely, coordinate the exchange of transactions, funds,
and information. These 2lliances operate under a common set of rules.

However, the commercial infrastructure did not always operate in such a seamiess fashion,
Before the advent of regional and national ATM networks, cach financial institution deployed
stand-alone ATMs, and each directly connected to the customer database. These innovative
institutions ipvested in ATM wchzwiagy to provide better service to their customers, move
customer traffic out of the branch, and improve their competitive positions. As more ATMs were
deployed, the customer-service features became paramount. Wishing to provide customers with
greater access and desiring to share in the cost of deploying large networks, individual financial
institutions formed cooperatives that allowed their respective customers to access their account
through any mmber ATM. These financial institutions established communications links which
were the precursors of today’s regional- networks, :

This merger activity, which continues today, did not come without pain. Financial
institutions bad large investments in proprietary systems and had to reinvest resources 10
standardize systems+io join the petwork. Similar reinvestment is being mz;%zimi to standardize
the debit card market. As ooted by the American Bamkers Association,’ many financial
institutions found zhcir systems were not compatible and have been forced to reinvest in standard
systems to achieve mtcrchange The federal government is currently facing a similar challenge
for EBT. As indicated in the National Performance Review, “agencies will have 10 work together
to develop n comprehensive nationwide strategy; it will do no good for each agency to develop
its own process.” * '

Government need ot walk down the same time-consuming, costly development path
followed by the private sector. State and federal government innovation and investment have

'« ..banking institutions in the United States were poised to invest considerable sums of mouey [in
& mmai network] 1o fmizm the use of the debit card as a payment mechanism at the retail point of sale,
{However].., many institutions had invested in operations which ... turned out 10 be incompatible with the
... definition of interchange, ... and wese then forced to reinvest resources.”, Guidelines for Online Debit
Card Systems af the Point of Sale, American Bankers Association, Washingmn‘[ D.C., 1987,

* From Red Tape To Results, Creating a Governmens That Works Betier & Costs Less, op. <., page
14,
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already tested the EBT concept. EBT has the potential 1o provide bewter service at lower cost.
The zim 15 t¢ make sniform EBT services available throughout the aation in the most efficient
way possible. To aid in developing cost effective systems, the following key features of the
commergial infrastructure can provide a model for EBT,

" Universal Access: Each patticipating network is represented by a name and logo that

identify poins of access. For example, most merchants that accept MasterCard, VISA,
Discover, American Express, or any other card display the emblem on their doors or
cash registers. This display tells customers their options for payment and services.
Similarly, most ATMs accept 2 number of different cards, the nmames of which are
promineatly displayed.

Opernting Rules: These are standard seis of agreements that specify each participant’s
roles and responsibilities, the distribution of Labilities, the timing and mechanics of the
movement of funds, the structure and flow of fees paid by various participants, and
procedures to be followed if errors ocour or disputes arise. These operating rules often
incorporate or reference various techaical standards,

Technical Standards: These govern the format of messages, the types of trassactions
that can be processeq, and the niles for exchanging informadon across single or multiple
networks,

By-Laws: These define the rules governing the management and organization of
participating institutions. Most local, regional, and pational agtworks are governed by
a board with representatives from each major participant, These boards provide overall
policy gwidance, and oversee admission of pew members, dispute resolution, and
changes to operating rules.

POS Flexibility: The perworks were established to serve the card-issuing and
trapsaction-acquiring commanitics.  Thus, few networks diciate the types or
configurations of POS equipment installed by individual merchants. Merchants have a
wide range of options for linking with networks, e.g., direct coanections, third-party
processing in which an independent organization may provide POS equipment, training,
and settfement services, and gateway processors that provide a telecommunications link.

Automaied Clearing House {ACH): A communication pathway used by financial
institutions to electronically transfer fusds. This same pathway is available to settle
EBT transactions and electronically exchange program information with the financial

fnstitutions.

: The implementation plan which foliows for nationwide EBT mirrors many of these concepts
which have been basic to creating a universal operating enviromment for the commercial sector.
By emunlating the commercial system in place today, the naticaal EBT system can be implemented
in the most cost efféctive way possible,
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3. IMPLEMENTATION

The previous chapters discussed a broad strategy for achieving nationwide EBT and
highlighted some of the challenges to meeting that goal. This chapter describes the five—point
plan to develop the EBT foundation and work with states to achieve rapid implementation
pationwide. The key milestones of this plan include:

» Establish partnerships with states — establish the structure for decision-making,
operations, and management.

« Develop foundation for uniform operating environment — develop the building blocks
for a uniform EBT operating environment.

» Implement EBT standard services — implement integrated, inter-state EBT services,
using a standard foundation through a regional prototype(s) and through other
regional/state initiatives.

+ Expand EBT services — provide expanded EBT services across regions and states for
nationwide availability.

* Enhance EBT services — cnhance EBT services through new and developing
technologies. '

MILESTONES FOR EBT IMPLEMENTATION

! Establish Parmerships with Statey e A e

2 Develop Foundation FHbrebbet A WS
Federal-State Decision-Making Structure #4444+ A 04
Simplified State Application Process et A 1204

Funding Agreements et A 1284

Enabling Cost Policy and Authoritics hanananaa s diV- W' -1
Standard Operating Rules . A 38
Standard Financial Core Aanaasens s . U L
EBT Processor Audit and Centification  ++++4++040+ A 25
Standard Settlement Services Aadasan s s SV T -

3 Implement Base Service Conliguration  ++++ertrttritrdsttt it A 200

4 Expand EBT Services bbbttt Ee - e A 309
S Enbasce EBT Services B e L e I o e e o o ]
1 2 % 4 1 1 3y 4 V 2 Y 4 | 4 1 2 ) 4

| 1994 I 1995 ] 1996 | e | 1999 [

As this chart indicates, the implementation plan follows a set of successive steps resulting
in nationwide availability of EBT services by early 1999. To meet this schedule, work on the
milestones must begin immediately. The structure for federal and state management and decision-
making will be identified by June 1994. Some of the foundation building blocks will be available
as early as September 1994; all will'be available by March 1995.
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ESTABLISH PARTNERSHIPS WITH STATES

The strategic importance of the federal partnership with state and loca! governments for EBT
is clear-~states share benefit delivery management with the federal governmunt; states have led
efforts to bring EBT services to clients; state and tocal govesnments have close relationships with
their clients and are familiar with the needs of local retailers, banks and other cooperators; and
states” tax doliars belp fund EBT development and operations. Siaser must be partners from the
Start.

EBT PARTNERSHIP

- Develop Opercting Rules

- Davelop Technical Specifications
- Prapare Procurement Documenis
- Salect EBYT Sarvice Provider(s]

- Manage EBT implemeniation & Bbgansion

In EBT Task Forcr forums beld around the country, states expressed the need fo chapge
some of the fimdamental aspects of federal grant program administstion as mcommended by
Vice President Gore’s National Performance Review:

“Virtually tvery capert with whom we spoke agreed that this system [i.¢., federn! grant

programs] is fumdamenially brokzn. No onc argued for marginel or incremental

change. Everyone wanis dramatic change—state and local officials, federal managers,
congressional staff. As ip managing its own affairs, the federal government must shift

the basic paradigm it uses in moanaging state and local affairs. It must stop holding

programs accountsble for process and begin holding them accouatable for results, ™

' Creating a Governmen: thar Works Better and Costs Less, op. cit., pages 36-37.
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The Task Force wants to produce real improvements and encourages states 10 enter
partnerships with the federal government towards this end. These federal and state partnerships
will be based on business models, rather than traditional federal/state grant relationships, resulting
in shared ownership and management. “As such, a formalized federal and state management
structure will steer the development, implementation, and operation of an EBT system or systems.

Consistent with the National Performance Review, federal and state EBT managers should
be beid accountable for producing results, rather than meeting process requirements. As
recommended by states, the Task Force wants to test the feasibility of funding the administrative
costs of EBT on a business model based on performance, rather than the traditional federal/state
cost reimbursement.

DEVELOP FOUNDATION FOR UNIFORM OPERATING ENVIRONMENT

The foundation for nationwide EBT rests upon development of eight building blocks. As
depicted in the following chart, this foundation is based on commercial industry standards and
operations for ATM and POS direct debit systems. Some work to create this foundation has
already been accomplished through the EBT demonstration projects. The Task Force will work -
with states to cxpand this effort and to establish a uniform EBT operating environment that meets
the needs of all government programs. The building blocks for this foundation will be made
available for sysiem development as they are completed over the next 12 months.

BUILDING BLOCKS OF NATIONWIDE EBT
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Standard Qperating Rules

To support the national system for debit and credit cards, the financial services industry
established operating rules and standards that govern the procedures, roles, and responsibilities
of various interested parties {¢.g., nctwork operating rules, fimancial institutions and American
National Standards Institute standards, Automated Clearing House operating rules). The industry
determined that such rules and procedures were necessary to govern ATM and POS operations
and to atiow for universal exchange of funds and information.

Federal and state governments, and other EBT system cooperators, now confront a similar
ueed. To provide for uniform operations that parallel commercial EFT, standard operating rules
for EBT must be developed. The rules should utilize existing industyy standards for transaction
processing, account maintenance, settiement and reconciliation operations.  They also need to
describe the rtoles and responsibilities of federal and state agencies, networks, card
issuersfprocessors, and ATM/POS acquirers.

Swift action is critical; the development of standard EBT system operations will ensure the
ability to perform inier-state transactions and enable muitiple programs to be delivered through
a single card. Meeting these goals through the alternative of deploying ron-standard systems will
resull inn 2 geed to retvofit a¢ increased cost o the taxpayer.

Since the issuance of standard EBT operating rules is critical to achieving uniform EBT
operations pationwide, the Task Force recommends that a federal design and development team
be assigned to work with states and private industry to produce standard operating rules for EBT
within six months. This demanding time schedule can be achicved for several reasons. First,
EBT operating rules will be based on existing industry standards and rules to the extent possible.
Second, there are models for the cooperative development of EFT rules among private industry
and the federal government. For example, the Armed Forces Financial Network collaborased
with the representatives of the financial services industry to create standard cperating rules o
govem operations, roles, and responsibilitics for all participants in their network, Third, the
Food and Nutrition Service published rules containing standards for EBT operations in the Food
Stamp Program. These standards include: processing speed, system availability, sysiem
reliability, system security, card standards, encryption requirements, and minimum transaction
set, ‘ '

The key components of the operating rules include:

* Procedursal Rules: Procedural miles represent the standard operational requirements and
practices for cooperators in EBT s financial and transaction processing.

+  Technical Standards: Techaical standards represent the detailed requircments that
govern account access and framsaction processing within the financial industry
infrastructure.

* Pricing Structure: The pricing structure supports uniform national EBT operations by
facilitating inter-state and inter-network interchange.
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*  By-Laws: The by-laws provide a detailed description of liabilities for each cooperator.
Standard Financial Core

The standard fipapcial core represents a set of sindard specifications for the financial
operation of EBT service providers. To a large extent, the financial core will be shaped by the
standard operating rules for ERT. These specifications allow for standardized serviees across

vendors.

The goal is for EBT transactions, communications, settlement processes, and system controls
to ook the same across the country. Nationwide EBT cannot require a food stamp transaction
at a supermarket chain store in one part of the coustry to be provessed and settled differently than
a food stamp transaction in the same chaiv in another part of the country. Private sector
cooperators must be allowed fo be crestive in finding the optimum bhardware and softwars
solutions,

The standard financial core includes the following functions, which are described in detasl
in Appendix C:

*+ posting to benefit authorization accounts;

*  acoount mainlenanee;

* transaction processing; and

» settlement and reconciliation,
Standard Settlement Services

To accomplish uniform naticnal operations, EBT seftlement must occur in accordance with
standard procedures and specifications, compatible with commercial EFT applications. Multipie
financial agents, -under contract, muy provide nationwide settlement services to the federal and
siale governments. Settlement services inchude:

+ transfer of funds from the federal and state governments;

+ control and audit of operstions invoiving federal funds;

+ federal and state financial i'eponing; and

*+ reconciliztion of transactions and funds traosfers.

Standardized settlement services will allow the government to ensure the timely payment of
credits due to private sector cooperators, maintain proper controls over public funds, and cojoy
maxtrum cost ¢fficiencies.
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Funding Agreements

The national EBT system will provide services to customers of both direct federal benefit
programs and state-administered programs. Costs must be shared equitably across federal and
state agencies. Agreements for standardized principles and procedures for allowing and allocating
these administrative costs must be developed. Cost-sharing agreemeats shouid:

* determine responsibilities and rules for cost sharing among federal and state governmeants
and across governmental agencies and programs;

+ distribute costs equitably to benefitting agencies, using a simple, uniform process; and

*+ establish standardized payment processes for federal agencies that are providiné common
EBT services.

Enabling Cost Policy and Authorities

The federal government must demonstrate its commitment for naticawide EBT to all
cooperators by sharing equitably in the early investment costs. There will be a need for the
federal government to shoulder a large part of the development and implementation investment
over the next three to four years. Thereafter, the cost of EBT operations will be less than the
costs of the paper-based systems they replaced, resulting in a positive return on investment.

A cost policy that rewards innovation, improvement, and performance must be developed.
Current cost policies may serve, directly or indirectly, as impediments to nationwide EBT
expansion. For example, current food stamp legislation and policy concerning program-specific
cost neutrality requirements may have a chilling effect on the implementation of EBT in some
states. That policy, which allows for amortization of design and development costs, assesses cost
neutrality on an annual basis solely in relation to the food coupon issuance system being replaced.
Potential benefits-such as improved accountability and improved service—are not considered as
part of the cost neutrality assessment. As a result, states that have achieved the greatest
efficiencies in coupon issuance systems are penalized in their ability to implement EBT. One
solution may be of 2 measurement of government-wide cost effectiveness.

The Task Force recommends the thorough examination and timely resolution of these and
other EBT policies that may restrict state participation in EBT.

Simplified State Application Process

The National Performance Review promotes cutting red tape and streamlining the federal
bureaucracy. Currently, a state wanting to impiement EBT for food stamps, AFDC, and Social
Secunity would require oversight and approval from as many as three federal organizations.

Differences in rules and procedures among agencics are barriers to rapid EBT deployment.
States have recommended a streamlined federal approval process, a single point of contact, and
streamlined procurements. The EBT foundation and, in particular, the standard financial core
will minimize the need for states to develop separate costly and duplicative procurements, designs
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and specifications. An EBT joint-venture prototype can serve as 2 mode} for the National
Performance Review’s recommendation (o encourage innovation in procurement. A coordinated
procurement actiop will climinate the need for costly and redundant procurement actions by
different government agencies.

For states choosing to initiate EBT on their owa, the federal government will make EBT
services available to siates through financial nstitutions that are approved to deliver direct federal
benefits and other EBT services. Using Treasury Department service acquisition procedures, an
approved schedule of financial institutions will be made available 1o states.

EBT Processor Andit and Certification Requirements

To promote and ensure reliable and uniform operations, EBT service providers will be
required to obtain an anpual independent audit of their EBT operations. Such audits will examine
conformity to the standard EBT operating rules, performance and capacity tests, and system and
funds controls. EBT service providers will bc required to provide an annual certification of
- pperational compliance with EBT system standards and functional requirements.

Federal/State Decision-Making Structure

A fundamental aspect of the foundation for building naticowide EBT is the creation of a joint
federalfstate decision-making structure. It is necessary to forge partnerships with states in order
to achieve a natwnai program. Implementing EBT nationwide will involve both federal and state
decisions to be made on the operations and standards of ERT systems.

To ensure coordination in the development of national level standards and operations among
the federal and state governments, a meaningful forum musi be established. Such a forum is
needed to provide direction on an ongoing basis for the development and impicmmﬁon of
standards for EBT system operation and performance, including ERT operating rules and audit
standards. To meet this need, the Task Force will immediately invite states to participate fully
in its regular roeetings in order to coordinate the development and implementation of EBT
cperations and standards nationwide.

A second management level will be established as a key component of the joint-venture
prototype(s). 'The prototype(s) will require 2 joint federal/state management team to develop,
implement, and manage the operation of the EBT operating system across various federal and
siale agencies and programs. The Task Force is not recommending a particular organizational
model or process for the management of the prototype(s). Rather, the structure and organization
models will be established by the participating federal and state agencies as the prototype
programs are developed, The creation of these now federal/state roles and management relations
represents @ major challenge to governments 10 coordinate and work coepcranvefy and truly
reinvent the way government operates,

From Paper to Electronics: Creating a Benefit Delivery System That Works Better and Costs Less
{mplementation Page 25



IMPLEMENT EBT BASE SERVICE CONFIGURATION

Along with the standard foundation, a uniform, inmtegrated, nationwide EBT program
demands the development and implementation of a basic set of EBT services.

Tae following chart illustrates the base service configuration. The shaded area represents
the base service functions for all EBT operating systems. At the center is the standard ficancial
core set of services that must be performed uniformly across any EBT operating system. The
middie ring displays the basz services that must also be provided by all EBT operating systems;
these functions may vary across operating systems.

While there will be some degres of commonality across states for these service requirements,
states will bave the fexibility 1o determine how best to perform these functions based on the local
customers and conditions. The cuter ring represents state enhancements to base services which
can be used 10 sugment services to clients oo a state-by-state basis, The base and enhanced
services will be structured 1o meet functional requinements developed by federal and state
program agencies to best serve their customers. These services differ from the core financial
scrvices; the financisl core is based on a standard set of specifications, and may not vary. Thus,
'EBT operations can be made uniform nationally across private sector coaperators, while stll
enabling state flexibility to best meet local needs and coonditions on a state-by-state basis.

BASE SERVICE CONFIGURATION
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EBT Base Services Cw .

All EBT system operations must provide for the base services identified below. Federal
agencies’ functional requirements will drive these services. The Food and Nutrition Service has
already published such functional requirements in the Federal Register; other federal program
agencies using EBT will need to issue similar requirements. More detail on these services is
provided in appendix D. These services are:

= client enrollment in the EBT system;

* card issuance;

* client training;

* problem resolution;

* card replacement; and

* benefit access.

Base Service Programs

Numerous federal and state benefit programs that could use EBT as the benefit delivery

mechanism to the unbanked have been identified. In addition, various federal programs that

provide health, nutrition, and
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rash programs. As development and operations proceed, any or all of the programs in Tier 2
can be moved ipto Tier 1 for initial implementation. Tier 3 programs, however, have
admioistrative or benefit delivery requirements that are substantially different from the programs
in Tier 1 and Trer 2. While EBT may eventually prove g viable delivery mechanism for Tier 3
programs, their complex policy and technival requirements are expected to make their
implementation into an integrated EBT operation lag behind those in Tiers | and 2. Regearch
may be necessary before Tier 3 programs can be sucoessfully integrated with Tier 1 and 2
PrOgrams.

Implementation Paths

The federal government will work proactively with states to implement EBT services along
two converging paths—the joint-venture prototype(s) and state initiated EBT.

The goal through gither path is to provide multi-program, inter-state EBT services through
aniform operations nationally. Both paths will use the clements of the foundation to ensure
uniformity of operations, There are substantial differences in management, organization, and
eonditions among states. Therefore, staies must not be limited o 2 “one size fits all™ model that
fails to provide for state flexibility. The two implementation paths offer states flexibility to
determine the most appropniatz approach for EBT development and implementation, yet provide
for @ pational uniform operating eavironment by building all EBT systems through 2 standard
foundation. Following are the key common attributes of EBT services through cither of these
paths:

* Integrated federal and state benefit delivery: systems should be able o provide for
integrated, uniform delivery for direct federal and state-administcred program benefits;

* Interstate transactions: beaefit portability t!irongh inter-state EBT system operations;

* EBT base service configuration: an EBT service package consistent with program
functional requirements and tailored to local needs and conditions;

+ Standard fnancial core services: standard specifications for EBT transaction
processing, funding, accountability, funding controls, and other financial services;

*  Streamlined procurement processes: as permitted by state nules, streamlined and/or
coordinated procurement processes would be available to states to avond the redundancy
and costs of separate processes whesn acquiring comanon servioes; and,

+  Uniform operating environment: by using the clements of the foundation—principally,
standard operating rules, standard settlemest services, and standard financial core
services—a uniform nationwide operating cavironment can be built for all EBT
stakeholders,

Joint-Venture Prototype(s): The federal government will join with states in joint-ventvre
partnerships to develop, implement, and manage cooperatively a prototype systemis) o deliver
ERT services across one or mare regions. A federal design and development team will work
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cooperatively with states to develop specifications for an integrated, multi-state EBT system to
deliver both direct federal and state-administered program benefits. The prototype will use a
coordinated procurement process to acquire these services with the federal government and each
state entering into separate but related agreements with the winning vendor or vendors,

The prototype(s) will avoid the redundant and costly processes for states to proceed
individually with the design, development, procurement, and testing of separate state EBT
systems. Through the cooperative implementation of a common operating system, the
government will pay for EBT design and development only once, not multiple times. Similarly,
the costs and administrative burden of individual state procurement actions can be minimized
through a coordinated procurement process across federal agencies.

Through the establishment of partnerships among the federal and state governments, the
prototype management is patterned much closer to business-type models than traditional
federal/state grant relationships. A federal/state management structure will need to be established
to successfully oversee development and operations on an ongoing basis. Federal and state
agencies will need to coordinate and cooperate in order to achieve desired results.

-Several elements of the foundation are essential for the operation of the prototype-—standard
operating rules, standard settlement service, cooperator funding agreements, standard financial
core. While development of these elements will begin immediately, the partnerships of the
prototype(s) may be utilized to facilitate the joint fcdcral/statc development of some of these key
elements.

Without question the joint-venture prototype(s) will present major organizational and
management challenges to the government. The National Performance Review recognized these
challenges as well as the need to change traditional federal/state grant management relationships.
The Task Force believes that these challenges can be successfully met and result in substantial
cost efficiencies to the government through the development and operation of a common, regional
system.

A number of states and state associations already bave recognized the potential advantages
of 1mplcmcnung a regional, multi-program EBT system. For example, social service
commissioners in ten southern states have signed a formal Memorandum of Understanding for
a regional EBT system; these ten states are now working with the federal government to develop
a common regional EBT system. In addition, the Western Governors’ Association representing
six states; the states of North and South Dakota; and the states of Maine, New Hampshire, and
Vermont are pursuing multi-state consortia to provide common EBT services. The Task Force
endorses this kind of initiative and leadership.

State-Initiated EBT: A parzllel path to nationwide EBT recognizes that some states may
want to proceed with EBT development on their own rather than commit to a regional
configuration. These states may want the autonomy and flexibility to pursue EBT procurement
actions on their own, States will have the flexibility to procure and implement EBT services
either singly or in groups, .and will be able to incorporate direct federal benefits into. the EBT
operating system by linking with financial institutions approved by the Treasury Department for

this purpose.
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A key element of the foundation involves streamlining the federal grant application and
approval processes to facilitate rapid EBT development and implementation. Several initiatives
for such streamlining are already underway. The streamlining of processes such as these is
consistent with the fundamental direction of the National Performance Review. States will have
the flexibility to pursue EBT services through state-initiated coatracts under existing authorities
and procurement processes. To assist states in developing and procuring EBT services, states
will need to be able to use the elements of the nationwide EBT foundation; use of the elements
of the foundation will also ensure that state-initiated EBT services are consistent with other EBT
operations.

The Department of the Treasury will make a schedule of financial institutions available to
states. The schedule will consist of financial institutions approved by Treasury to provide EBT
financial services to direct federal program beneficiaries. ' States can either contract directly with
those approved financial institutions on the Treasury schedule for EBT base services or procure
services through a consortium of the approved financial institutions and other financial service
providers.

In addition to the increased flexibility and autonomy that these processes provide to states,
states may be able to utilize expedited procurement processes in acquiring services from the
Treasury schedule, as permitted by state procurement Jaws and rules.

The early innovators, who have implemented EBT systems to date, should not be unfairly
penalized as nationwide EBT is developed. The Task Force will work with these states to
migrate their systems and enable them to conform to the foundation. Since many of these
demonstration projects and the current Food Stamp Program regulations have required processing
and system standards consistent with industry practices, any conversion requirements should be
minimal. Ideaily, the current system operations can serve as models requiring only minor
modification in working with new states and groups of states to provide uniform EBT operations

"nationwide.

Evaluation

All efforts toward building the standard foundation for nationwide EBT and working with
states to develop and implement EBT operations will require careful assessment. As state system
development proceeds along either path, the Task Force intends to make available the system
design specifications and operational requirements as models for replication by other states
involved in development activities. To ensure success with this approach, the task force
recommends a full, government-sponsored evaluation of key aspects of the development and
operation of the systems being developed for future replication, including the prototype(s).

EXPAND EBT SERVICES
With successful implementation, the prototype(s) and state-initiated efforts will serve as

models. The Task Force will encourage states to work cooperatively as regions for the
following reasons:
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*  states aircady have established consortia and inter-state structures to cooperate regionally
for other shared services (e.g.. electrical power, transportation);

* the greatest cost efficiencies are obtainable through joint state EBT operations,

_maximizing transaction
volume; and

+ network interchange fees
can  be minimized
through multiple state
configurations that use
regional networks. -

The pace of deployment of
the national infrastructure for
POS direct debit continues to
accelerate.  In addition to debit
aird credit, this infrastructure will
support EBT, as well as other
emerging POS services.

The goverament's
endorsement of nationwide EBT
should further expedite
deployment of the POS
infrastructure. Given  the
increasing pace of POS
deployment and states’ interest in
EBT, the standardization of
operations and services should
facilitate  states’  development
efforts;, making EBT base
services  available to benefit
recipients in alf states by 1988,

ENHANCE EBT SERVICES

The leadership of the
inpovators and eatly pioneers of
EBT has boldly demonstrated
methods for making government
work better for less cost, It is
their leadership, both at the
federal and state level, that forms
the basis for the high prionty

INNOVATION AND REGIONAL COOPERATION

The Western Governory’ Associotion initiated the Health
Passport Project o integrote and improve the delivery of heaith
rervices and benefils for women, infants, and children efigible
across six states—Lolorads, tubo, Moniana, Neveda, North
Bakota, ond Fyoming,

The Health Passport, 4 four year project, will build upon the
innevative ase of smart card technology in the Sints of
Wyoming to deliver WIC benefite, WIC, a federally funded
nutrition program for pregriant and pursing women gnd young
children, presents « unique challenge for EBT systems. Under
the paper-based system, participants receive a vouchar entitling
them to receive milk, formule, ceveal and other high nutrition
Joods, These vouchery are exchanged at authorized retail
stores. Wyoming &s currently automating this process using
chip card technology. Eack woman ir azeipgned & food
prescription that is stored in the memory on the card. . In the
check-out line, each itens is cheeked agoinst the card dxtabase.
The cashier no longer hus 1o interprei guastions of whigible
versus ineligible items, More imporcant, the informalion i
available to the local healih clinic to aid in mutrition
education. Wyoming it curreruly iaugmﬁng food stamp
d’dwﬂy into lllc syxtm .

L

The Heaith FPassport feasihility madj mﬂmm the Jutu mawdy
af kealth and nurrition programs and program linkages among:
these six stotex, In addition to WIC and food stomps, othar
possible uses sf the cord include. filling - prescriptions,
maintaining immunisation and health dota, and accessing
other social sarvice Bunefits. Faperwork for oll uzers, could be
reduced and the quality of care could be improved. With an -
accessidle and more compists medical record, the primory
pmwdawu&ébaaékzawanﬁmanémwm
non-redundant core for individualy, 2

The WGA Health Passport hus the commitment of 21 western
governors wha believe that use of smart card or hybrid
electronic card technology offers great promise fo improve
services and lower casty, The potential for program afficiency
and cost savinge will be best reclized when the card technology
ensures maximum ister-operabilily among programs and
across siate Hnes,
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given this implementation plan for national, rapid deployment of a uniform, integrated EBT
operating system.

A key principle for the carly EBT system designs was to utilize the existing commercial
infrastructure to the greatest extent possible. That same principle remains foremost today; the
EBT base service design is derived from the national ATM and POS EFT infrastructure.
However, technological advances can influence business decisions that may lead to changes in
that infrastructure in the future.

As some states approach rollout of the base service design, others continue to innovate,
providing insights into the future of pot just EBT, but a broad range of government and
commercial card products as well. The federal government, in its leadership role, must ensure
that these innovators continue to be encouraged to explore, experiment, test, and evaluate.

The Task Force supports the direction of the National Performance Review and the recent
Office of Technology Assessment report, Making Government Work,? which call for electronic
government services in the broadest sense. In order to expand electronic services, it may be
necessary to chailenge current commercial service providers to develop new products to deliver
services such as authorizing health care payments, and supporting housing assistance and infant
nutrition. Through support of such innovation, the government can be proactive in applying new
technologies and new uses of existing technologies to EBT, rather than be reactive to changes as
they occur.

Oft-line Technology

An alternative technology to on-line access and magnetic stripe cards has been recently
introduced in the U.S. This alternative, off-line processing may use a variety of access cards,
but benefit program applications have thus far focused on smart cards.

Smart cards contain a microchip that can store large amounts of information and manipulate
data. Smart card proponents argue that the increased costs of the card can be offset by reduced
telecommunications cost, increased security and increased functiona]ity The Food and Nutrition .
Service is sponsoring an off-line food stamp demonstration in Dayton, Ohio, which is planncd
to be expanded state-wide.

A combined WIC and Food Stamp Program project will soon be piloted in Wyoming. Using
smart cards, WIC administrators will be assured that only itemns prescribed for the participant are
purchased using WIC benefit dollars and that purchase and health-related information is available
to aid local health practitioners in nutritional counseling of WIC recipients.

There is a growing interest in the enbanced capacity and security which chip and laser cards
provide. This may influcnce future investments by the commercial sector. Some recent
anpouncements by major financial institutions and networks provide evidence that smart cards

? U.S. Congress, Officc of Technology Asscssment, Making Government Work: Electronic Delivery
of Federal Services, OTA-TCT-578 (Washington, DC: U.S. Government Printing Office, September 1993).
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may supplement or replace the magnetic stripe card in the foreseeable future. The Task Foree
recommends {hat states be encouraged 1© work with private sector cooperatives 1o explore new
technologies and new uses for existing technologies,

Hybrid On-Line/Off-Line Solutions

There are a number of ways to combine on-line and ofi-line technologies in electronic benefit
delivery systems. A hybrid EBT system would combine the use of on-line and offline EBT
tschnologies in single or coptiguous systems.

At least two imtiatives involving bybrid solutions are currently underway. The WIC
Program and Maternal and Child Health Program are working with the Department of Defense
tq test 2 multi-program application that combines magnetic stripe and chip technology on a single
card, In another initiative the Food and Nutrition Service will pilot test on-line or hybrid systems
for integrated WIC and Food Stamp Program delivery with demonstration grants {0 be awarded
i 1994,

Program Expansion

The government is proceeding 1o accomplish the delivery of multiple program benefits
through a uniform, integrated EBT system. As previously discussed, the initial focus will be on
tier 1 and 2 programs {i.¢., the Food Stamp Program and federal and state cash benefits) for
rapid implementation sationwide. EBT services for all tier 1 and 2 programs should be availabie
by 1999.

Programs with more complex forms of benefit delivery will require continued research to
determine how best 10 incarporate those programs into a single, integrated operating system in
a cost effective manner. Both the federal and state governments have provided strong lsadership
in such research and testing to apply innovative techaology to complex program besefit delivery,

The Medicare and Medicaid programs provide medical care for QASDA recipients (Medicare}
and for the poor and disabled (Medicaid). To date, the primary interest in EBT for these two
programs has been for on-hine eligibility determination. As part of the Health Reform effort, the
Health Care Financing Administration is considering using a magnetic stripe card as the mediuvm
to validate health insurance eligibility information through in-place point-of-service squipment at
the time of inguiry.

In zddition, 28 stales are currently using magnetic stripe cards and point-of-service
equipment to expedite service delivery in the Medicaid program. Services for which magnetic
stripe technology is in use include: eligibility determination, initiation and payment of claims,
dispensing and initiation of payment;for drug prescriptions, monitoring and enhancement of the
quality of health care provided, and the detection of patierns of fraud and abuse.

The complexities of a total heailth care benefit delivery system are such that it will require
continued research before such a system can be efficiently incorporated inte 2 single, integrated
EBT operating system, The Western Governors’ Association has undertaken a major effort-the
Heaith Passport Project—io conduct research and feasibility testing toward this goal; that is, an
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integrated system using smart or hybrid card wechaclogy (o provide access 10 a broad array of
maternal and child bealth and numition services.

The Task Force fully endorses such innovative efforts. The government must continuz to
support similar techoelogical experimentation and research to provide quality service.
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4, CHALLENGES

Vice President Gore’s National Performasce Review recognized that several major
challeages must be met i order o accomplish the implementation of EBT services nationwide:

“Barriers still stand in the way. Agencies will have to work together 1o develop a
comprehensive pationwide strategy for implemeatation; it will do no good for each
ageacy to develop its own process. We will need to strengthen parmership between
state and federal governments in deveioping and operating the system, We will
kave fo climinate some regulations that would prevent this radical change in how
government operates, ™

The primary challenges 1o the development of nationwide EBT include:

»  COSTS AND FINANCING: The governments’ share of system costs must be
reasonable—-based on equitable cost-sharing by all stakeholders in the design,
development, implementation, and operation of EBT,

s MANAGEMENT AND ORGANIZATION: Both within the federal government and
among the system stakeholders, new organizational relationships must be establisbed
to easure uniform and cost effective development of EBT nationwide.

COSTS AND FINANCING

The Task Force believes that all stakeholders will benefit from EBT. The federal
government will pay its fair share to provide nationwide EBT services, including an up-front
investment in design, development and implementation. However, stakehoider bensfits must not
be gained solely at taxpayers’ expense, but rather through reasonable cost sharing among all
stakeholders,

Although there are promising cost data from the individual seate-initiated and the direct
federal demonstrations, extrapolating these anatyses to a reliable estimate for nationwide rollout
of 2 governmentwide system is difficult given the large sumber of cost variables and many
stakeholders. In addition, the limited scale and scope of these demonstrations may usderstate
savings, Consequently, this plan estimates costs based on the assumption that nationwide EBT
will roll out regionally based on a standard foundation. This model is different from past
experience in the following ways.

s Current demossfrations provide aceess fo & Jimited set of program benefits.
However, there {5 a strong fixed cost element 10 EBT and the inclusion of multiple
programs and large sumbers of cusiomers wiil reduce the overall cost per case.

! From Rzd Taps to Results, Creating a Government that Works Bevter and Costs Less, op. «t., page
114,
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*  Each of the current demonstrations was designed, developed and implemented 10
meet the needs of a single geographic location. The Task Force's strategy, which
is based on technical and operaung standards, equitable cost sharing, large scale,
regional deployment, and the inclusion of both direct federal and state-adminisiered
programs, should result in reduced cosis to procure, design, develop, test, and
implement compared to individual state implementations, and reduced operating costs
through cconomies of scale.

*  With few exceptions, POS cquipment and iraining have besn provided by the
government {through the EBT processer) to retailers participatiog in the
demonstrations. Amonization of this implementation cost resuils in a dirsci cost w0
the government. In two of the current demonstrations, the government (again
through the EBT processor) pays transaction fees to the retailer for EBT transactions
progessed on their existing cquipment. The Task Force believes that these costs
should be borne by the retailer community with 2 provision for government support
in extraordioary cases,

*  QOnly two of the current demonstrations, each of which operaie on a voluntary basis,
lmit the cumber of free ATM transactions. The Task Foroe recommends that free
ATM transactions be limited, as they are for customers of commercial financial
institutions, snd that recipicots pay pominal fees for the added convenience and
service of unlimited access.

To support a nationwide projection, data were gathered on actual network fees for different
types of transactions {2.8., ATM withdrawals, POS purchases, and petwork interchange fees).
While it may be possible to pegotiate more favorable rates based og volume, such rates were not
anticipated in the cost model.

An additional item must be meationed regarding the Food Stamp Program’s conversion
o EBT. The Food Stamp Act calls for state EBT systems issuing food stamp benefits 10 be
“cost-effective” on an annual and state-by.state basis. Under USDA implementing reguiations,
these systems must be “cost neutral”. That is, the cost of delivering food stamp benefits by an
EBT system must be no greater than the cost of the current paper-based system cach year for
each state. Greater flexibility may be needed to allow the federal government and the states to
balance lopg-term savings against the initial investment required without arbitrarily constraining
when that return on investment must ocour. For cxample, eliminating the “cost neutrality™
stapdard and sabstituting 2 governmentwide, multi-program *“cost effectiveness” standard would
recognize the interagency, maolti-state, and mulii-year aspects of the EBT effort uow envisioned
as a result of the National Performagce Review recommendation. The current requirement
penalizes states that have kept costs down the most-—cven when the shift to EBT would be cost.
beneficial in the long run.

EBT Cost Model

To estimate EBT costs, the Task Force constructed a model to approximate the outcome
of nationwide EBT design, development, implementation, and operating cosis under some key

From Paper to Electronics: Creating a Benefit Delivery Systerms That Works Bester and Costs Lass
Page J6 Chalianges




assumptions. The costs depicted represent the cost of EBT to the federal government based co
these assumplions.

The table on the following page depicts, for the years 1994-2000, (3} the costs of the
design, development, impiementation, and operations for rolling out EBT nationwide by March
1999, and (b) the amounts attributable to potential sources for funding this rollout, Cost
estimates assume that the design and developent work to create the foundation, which serves
as the basis for standard implementation of EBT under both joint-venture prototypes and state-
initiated EBT, would begin immediately. Some components of the foundation will be available
as early as September 1994; all components will be available by March 1995, Following the
completion of the foundation, a sample region, representative of one-fifth of the nation, will begia
implementation io March 1996, with full operations region-wide within twe years. For purposes
of the model, two regions representing another two-fifths of the nation will follow, begianing
implementation in the fall of 1996 with full operations within two years. The final two-fifths of
the nation would begin implementation in the spring of 1997 and complete implementation in two
years. Under this scenario, EBT will be available to all recipients nationwide by the spring of
1999,

ERT Costs

The cost model includes costs for three cost categories - EBT system design and
development, sysiem implementation, and EBT nationwide operations.

Design and Development: Design and development costs include gon-recurring costs
associated with functions which would be performed principally by the EBT service provider.
They include: detailed system design and review, development hardware acquisition, software
development, system demonstration and acceptance testing, preparation of operations snd users’
manuals and training materials, and development of implementation plans. Other design and
development costs includs federal and state project administration, ststz-specific development
requirements, and independent validation and verification.

Implementation: Implementation costs include non-recurring costs to convert from paper-
based benefit delivery systems 10 EBT. Major cost elements include; POS terminal deployment,
participant training, and enrollment/conversion of the ongoing caseload. Implementation costs
are assumed to be spread evenly over the deployment period for cach region.

A key implementation cost driver is the cost of deploying POS terminals in the retailer
community, lo the commercial envitonment, food retailers provide EBT service through
multiple-purpose terminals, capable of accepting any of a number of debit or credit cards, Since
the benefit a renailer would derive from an EBT transaction is similar to the benefit derived from
a commercial transaction, the Task Force believes cetailers should incur the costs of terminal

deployment.
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The federal government will be the deployer of last resort, whers necessary to ensure
adequate acoess, by providing single-function terminals which would only be connected to the
EBT service provider. The following chart shows the impact on federal funding needs of
differing levels of subsidized terminals.  The cost model refiects government financing of 25
percent of the POS cerminals.

The federal government will also share in the cost to deploy administrative terminals in
the local welfare offices. The cost model reflects finanaing of over 6,000 administrative
terminals,

Retail POS Terminal Implementation
Economic Impact of Alternative Terminal Financing Scenarios
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EBT Operstions: The major costs associated with EBT operations are EBT processor and
settfement service costs, transaction costs, state and counly operstions costs, and cxpenses
associated with consumer protection coverage under Regutation E, Operations costs are assumed
to be spread evenly on the basis of client participation.

A key-policy variable related to operations is the number of ATM transactions that will
be provided 1o recipients free of charge. For EBT operations 1o date, policy concerning the ATM
transaction costs has varied. For example, the Deparment of the Treasury.sponsored ERT
project in Houston and Dallas, passes ATM tansaction costs 1o tie customer, while in the New
Mexico EBT project all ATM transaction costs are paid by the federal and state governments.
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Other projects bave set 2 mosthly transaction limit on the number of governmentpaid ATM
transactions; customers are charged fees wheo that limit is exceeded,

Annual ATM Transaction Subsidies
Economic Impact of Alternative Transaction Subsidy Scensrivs

3
th
L

—n g
g B
3 3

E

L
o
Fi

oy

Annual Feders! Savings (SMitlions)

B
Mo. of Free ATM Transsctions Pey Mootk
Por Card Holder
A B c D E
N, for Mosns-Teried {lients H H 35 3% 3

No. for Hon-Mexns Tested Cliers 8 1 i 33 23

For cost projection purposes, an average of 2.5 subsidized ATM transsctions per moath
* for means-tested benefit recipients was assumed. Non-mesns-tesied benefit recipicnts would pay
their own ATM fees. The ATM transaction fee used in the cost model i $0.20 for on-us
trapsactions (directly conpected to the EBT vendor) and $0.425% for foreign transactions {carried
over networks). As shown in the chan above, decreasing the subsidy for means-iested recipients
to one transaction per month would increase annmual operafing savings from $19% million 0
approximately $232 million. However, increasing government-paid subsidies t0 5 transactions
per month for means tested and 2.5 transactions for oon-means tested recipients would m
annual operating savings to only $67.8 million.

Anather key EBT operating cost driver is Regulation E liability, Regunlation E is intended

_to provide consumer protection for participants in electronic funds transfer systems and sets Hmits

on consumer liability for unsuthorized account transfers. The card issuer assumes the cost for

replacement of funds and claims investigation. In February 1994, the Board of Govenors of the

Federal Reserve issued a decision that Regulation E applies to ERT. The decision provided for
a three-year time period before voverage becomes cffective.

! How Regional Network Interchange Fees Compare, Bank Network News, (Volume 12; Number 21),
March 25, 1964,
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There is much controversy surrounding the application of Regulation E to EBT. While
federal and state agencies do not dispute the principle that EBT participants should be afforded
some basic consumer protection, all agencies are concerned about assuming liabilities of
undetermined value. In addition to the cost of replacing benefits, states are particularly
concerned about the additional burden of administening a claims adjudication process within the
time frames stipulated in the regulation. Unlike commercial financial institutions whose
operations are normally covered under the regulation, states do not have the flexibility to increase -
staff to accommodate additional administrative responsibilities. Similarly, states and federal
agencies cannot limit their iosses by refusing to serve repeat claimants or high risk customers,
as is the prerogative of commercial financial institutions.

Current law limits HHS’s authority to replace AFDC benefits. As a major player in EBT's
implementation, HHS must contribute- its fair share to cover the liability represented by the need
to give adequate protections to recipients. Not to do so could have a chilling effect on states’
willingness to participate in a national, multi-program EBT system. The cost model assumes a
federal Regulation E liability of $116 million per year based upon an analysis commissioned by
the Department of the Treasury.’ The following chart shows the impact on costs of operations
of altering the consumer protection liability assumption.

Regulation E Consumer Protection

Economic Impact of Alternative Regulation E Scenarios

Annual Federal Savings (8 Millions)

' 60 115 150 405 665
Regulation E Liability - Federal Share -
{3 Millioas)

* Implications of Regulation E in Electronic Benefit Transfer Programs, Citicorp Services, Inc., August
1993.
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To date, only the Houston and Dallas EBT project has been covered by Regulation E, and
data are available only from Houston. Thus, there is extremely limited experience with the
number or value of claims sobmitted s an EBT environment. The cost model includes the
Houston investigation cost of $37.50 per claim. The benefit replacement rate used in the model
for direct fedaral beaehit recipients reflects the Houston expericace. The benefit replacement rate
for food stamp and AFDC used in the model is based on the rates experienced in paper-based
systems due to expeciations of similar claim behaviors in EBT. Over the next three yoars,
through field testing, more precise estimates of the costs associated with the application of
Regulation E to EBT will be obtained. The federal government, states, and the financial servicss
industry will work together to develop strategics and procedures that can limit exposure o
frandulent claims and equitably distribute the liability ameng cach of the stakeholder groups.
Some states have predicted that this liability could be as much as $500 to 3800 million
pationwide. Costs of this magnitude threaten the viability of EBT and make the Limitation of
government Hability maperative,

Federal Paper-based Costs

Federal paper-based costs represent a weighted average of the costs per case per month
for the various paper payment types {coupons, federal checks, and state or local checks) used to
deliver federal and state benefits.  The costs for cach benefit type were weighted based on
castloads and benefit delivery method, The data used in this analysis are from extant data
sources. * 3-¢ The cost was augmented by the current cost of duplicate issuances of food
coupons only insofar as those ¢osts coversd the cost of replacing Food Stamp Program
benefits through Regulation E protections. Based on this analysis, administrative costs
of natipnwide paper systems are estimated to be about $436 million annually.

Federal Funding Need and Investment Appropristions

Analysis of the costs of EBT's design, development, implementation, and operation
indicates that, given the right mix of investment by food retailers and fipancial institntions, the
federal government could realize ongoing operational savings beginning a8 soon #s fiscal year
1998. Annual reductions in operating cost once the system is fully operational, when compared
to the operating costs of current paper-bascd systems, would be approzimately $195 million. The
price of this long-term savings is an up-front investment. In the model, funding needs total $83
million over a four-year period from 19941997, Since sufficient funds have been appropriated

* The Impacts of the Siase-Initiared EBT Demonstrations on the Food Stamp Frogram, Abt Associaies,
prepared for e United States Deparment of Agriculture, Food and Nutrition Service, Office of Analysis
and Evaluation, June 1993,

> 1.5, Depanment of the Treasury, Financial Management Service, Distribution of Conts by Paymens
Type for Fiscal Year 1991; Regtona! Operations Costs for Fiscal Year 1992; FY 88 FMS AreaiCategoty
Average Linit Cost,

$ Benchmarking Comparative Payment Methods: Coste and Case Studies, Food Marketing Instinute,
March 1994,
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in 1994 and requested in 1995, the key years for which appropriations are needed to realize the
benefits of EBT are 1996 and 1997. Funding aceded above the 1995 requested level in those two
years totals 325 million ($8 million in fiscal year 1996 and $17 million in fiscal year 1997).
Appropraticns requests in these years can be expected to reflect these costs. The Administration
will ensure that requests for EBT funding are coordinated and represent the minimum investment
aecessary for successful implementstion of EBT nationwide.

Based on the cost analysis, the federal funding need represents the EBT costs in the years
1994--2000, net of any amounts available from reductions in the costs of paper-based systems as
a result of implementation of EBT in the states. After that year, savings available from paper
are greater than EBT costs.

MANAGEMENT AND ORGANIZATION

The Task Force agrees that agencies will have to continug o work together 1o implerent
EBT natioawide, Those responsible for EBT within the federal government should be organized
to fulfill the following needs:

*  Develop consisient federal policy, so that EBT stakeholders (i.e., states, retailers,
EBT service vendors, and advocates) receive a conrdinated policy message across
programs and agencies;

*  Ensure accountability, so that progress toward nationwide EBT is assessed and
corrected a8 necessary;

»  Provide a single point of contact, so that EBT stakeholders who need information and
approvals do not have to.manage their own way through maltiple federal contact
puints;

v Mobhiiize federal resources 1o meet @ schedule for rapid deployment of nationwide
EBT, so that scarce resnurces are managed effectively; and

«  Develop standards for a uniform, cormwnercially compatible EBT operating
environment, so that retailers and financial institutions can tic into federal and state-
sponsored EBT systems that support interstate transactions for multiple programs.

To respond 1o these needs, the Task Fores recommends a structure that counsolidates
responsibility for governmentwide EBT policy and provides an account executive for cach state
or group of staies. .

EBT Organizatioual Recles and Responsibilities

Within the framework described above, the mponslblhucs of the key ez‘gamzmnai
entities are as follows.
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Task Force Executive Staff: National EBT policy, implementation, and operations will
be directed by the Federal EBT Task Force consisting of principals representing OMB, HHS,
USDA, and Treasury and an executive support staff. The OMB principal serves as the Task
Force chair. Specifically, the Task Force will:

»  develop and oversee national EBT policy;

»  direct the design and development of the EBT lfauadati:su;
« manage EBT prototype project(s);

*  coordinate EBT stakeholder communica!iéns;

+  work with agencies to ensure the development of a streamlined, multiple program
grant approval process;

*  receive pew grant app!icaziﬁns from states ami oversee the federal approval
processes; and

*  coordinate budget requests related to implementation and operation of nationwide
EBT.

The Task Force is currently projected to sunset in March 1999,

Lead Program Agency: As lead program agency, USDA will designate an EBT account
executive to coordinate the federal response to EBT grant applications from states or groups of
states. Account executives will have a direct working relationship with the Task Force executive
staff and serve as the single poist of contact for project related communications. They will
coordinate the review and approval processes within the federal government for cach grani
application. The accoust executive will easure that governmentwide EBT policizs are addressed
consistently. In managing a project, the account executive will consult with the Task Force
regarding progress, problems, and changes in direction. The account exccutive will casure rapid
review and approval of grant applications and will refer major problems to the Task Force for
resolution. The Iead program ageocy head will ensure that account executives:

*  are available to work with states;

+  recogrize their direct relationship with the Federal EBT Task Foree executive staff
and the need 10 consult with the Task Force staff on progress, problems, and changes
in direction; and

«  meet or improve oo the cycle times for review and approval of grant applications
according 1o 2 1o-be-agreed-upon multiple-program EBT application process.

Treasury Department: Treasury will manage the federal government’s. financial
operations associated with EBT. Working with Task Force exccutive staff to document

L4
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requirements, Treasury staff shall be responsible for acquiring services and managing the EBT
financial services that are needed to support pationwide EBT. Functions will include:

. dcvciepn;:cut of a federal net and commercial settlement services;
. development of EBT service vendor audit and certification requirements; and
+  acquisition of scrvices of fiscal agents to provide EBT services.

EBT Executive Su;l'f Support

The Federal EBT Task Force executive staff will include an Executive Director, a Deputy
Director, no more than cight additional professionals, and two support staff, support for the
executive staff will be provided by HHS, USDA, and Treasury. In addition, Treasury will
provide the Task Force with administeative services, inciuding accounting, payroll, persoanel,
and procurement services,

The Account Executives

To leverage the resources of the executive staff and carry out the lead program agency
functions of coordination of approvals and providing states with a single point of contact, the yole
of the account execntive is critical. A stare should be able 1o count on having a single person fo
coordisate the review asd approval process for its EBT grant application within the federal
govermment with an eye toward substantially reducing the cycle time for the process.

A key clement of this management structure is the direet relationship of the Task Force
executive staff to the designated acoount executives.  Critical to the success of this innovative
nrgamzancnal structure are the ability of: (1) the acoount executive fo have access to and raise
issues dirgctly with the swaff; and {2} the staff to f:sez}zmumcalc directly with the sccount
executives.

How 1t Shouid Work: A Coordinated Grant Application Approval Process

A state, sither working with other states and the federal governmient in one of the
protolypes or initiating an EBT effort oo its own, would prepare a gran! application. The
executive staff will receive the application and refer it to the appropriate account executive. He
or she will be responsible for coordinating the review and approval of the application within the
federal government, The review and approval process will follow streamlined procedures
astablished by the Task Foree, including specified timeliness for completion of the process.

The application would be reviewed and approved by the appropriste agencies. The new
feature of the process is that the account executive would be responsibie for facilitating solutions
to problems identified in the review process, Any problems or issues that the account executive
encountered in moving the application would be quicidy referred to the Task Force executive
staff.

From Faper to Flectronics: Crearing o Benefit Delivery System That Works Better and Costs Lass
Chailenges Page 43



APPENDICES



Appendix A .
FRAUD REDUCTION AND OTHER BENEFITS OF EBT

REDUCING FRAUD AND ABUSE

An important benefit of converting from paper to electronic benefit delivery is EBT's value
in reducing fraud, waste, abuse and inefficiency. Food stamps coupons are an underground
currency, uscd so buy everything from drugs and guns 1o real estate. Coupons are often redecmed
or soid at discount for cash, often with the help of unscrupulous retailers.  This diverts food
stamps from their intended purpose—— {eeding the pour. The Office of the Inspector General,
Department of Agriculture estimated diversion at $100 million per year.

EBT provides investigators with a powerful weapon to detect and prosecute trafficking,
With coupcas, investigators rely on anonymous tips (o identify potential cases and undenake
costly undercover investigations. With EBT much of the legwork is taken out of fraud
investigation. Investigators use computer programs that systematically anslyze information fo
target rrafficking stores, EBT provides investigators with extant data, reducing the time needed
to build 3 case.

EBT data is also useful for identifying recipients who may be trafficking. Under the conpon
system, investigators are unlikely 1o identify a trafficker unless they witness the transaction, EBRT
provides data on individuals who frequent stores suspected of tmificking and captures data on
each transaction. When confronted with the evidencr, guilty individuals are quick to confess and
accept program suspension rather thar'go to trial. The use of EBT in fraud detection has yielded
some high profile results. For example, investigators used EBT to identify and track a sandwich
shop in Reading, Pennsylvania suspected of trafficking over $200,000 in food stamp benefits.
After an investigation, store owners were prosecuted. 1o addition, the Pennsylvania Attomey
Genenal’s Office obtained signed confessions from about 175 program recipients which
disqualified them from receiving benefits for 2 two-year period. The recipient disqualifications
from this case alone are belicved 10 have saved abowt $750,000 in benefit outlays.

REINVENTING GOVERNMENT AND PROGRAM SIMPLIFICATION

EBT’s successful pationwide implementation will serve a8 2 model for fedenslstaw
cooperation in providing a customer-oriented service that benefits not only recipients, but alse
taxpayers. At the same time the common benefit delivery platform of EBT may spur action ©
. further simplify programs, ¢liminate program differences, and reduce the complexity inherent in
the different eligibility rules and requirements of programs. In a related example, 2 mulii-agency
federal-state pannership is conducting the Atlanta Common Access Project, a pilot program which
uses a consolidated application process and a common application form for benefits for Aid to
Families with Dependent Children {AFDC), Food Stamps, Medicaid, Housing Assistance,
Supplemental Security Income (SS1), and the Special Supplemental Food Program for Women,
Infaats, and Children (WIC). Former President Jimmy Carter’s Atlanta Project was the driving
force for this project. Just as this project is the first anerapt at combining the application and
centification processes for both federa! and state programs, nationwide EBT implementation will
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be the first effort to combine benefit delivery for both federal and state-administered benefit
programs.

National EBT also will provide a model of public-private partnership. To the extent
possible, commercial systems form the foundation for the plan. The use of existing infrastructure
and expertise, and private-sector competition to provide services will assure cost effective
implementation.

IMPROVING ACCOUNTABILITY

In addition to the reduction of fraud and abuse, uniform nationwide EBT operations will
provide for other key improvements to the integrity of governmental programs and the controls
over the use of taxpayers’ funds to support those programs. EBT moves the operations for the
disbursement of funds for participating programs from various government agencies to the
commercial financial services industry. By using the standard controls and operations of the
commercial infrastructure, EBT will provide the same high level of security for government
benefits that already exists for personal bank accounts.

FACILITATING WELFARE REFORM

The Administration’s welfare reform initiative seeks to reinforce the values of work, family,
opportunity and responsibility. The welfare reform plan is designed to give people back the
dignity and control that comes from working. To that end, the weifare reform plan supports the
usc and expanmsion of new technology and automation to ensure quality service, fiscal
accountability and program integrity. Providing benefits through an efficient and safe process that
helps bring recipicnts into the ¢conomic mainstream can facilitate efforts to reform the welfare
system,

Many program administrators sce clear links between EBT and welfare reform. The
potential scope of nationwide EBT includes the AFDC program, which is the primary “welfare”
cash assistance program and the focus of the welfare reform efforts. Both plans seek to improve
the support provided to program participants. Successful carly implementation of EBT can be a
signal to recipients that the welfare system has changed.

Promoting Responsibility and Accountability

Welfare reform is aimed at helping people to support themseives while expecting them to
achieve self-sufficicncy through work. Recipicnts will be expected to participate in training,
¢ducation and job placement services and make their best effort to take responsibility for their
lives and the economic well-being of their children.

Currently, approximately 80 percent of AFDC recipients are “unbanked”. Since using an
EBT card is like using a bank card, rccipients will be better prepared to participate in the
economic mainstream of the community once they are working. By exposing and training
recipients to utilize electronic banking technology through EBT, they will acquire much of the
knowledge necessary to move into electronic banking. This strategy emphasizes the importance
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of helping onbanked recipients to become banked and will help maximize the number of low.
income families who have baok accounts, thus making better use of technology to encourage
responsibility.  Improved delivery and processing of program benefits will also increase
accountability 10 laxpayers.

Wellare as a Transition to Work

A critical goal of welfare reform s (0 reshape the mission of the current suppont system.
The weifare reform proposal calls for replacing the current AFDC program with a transitional
assistagee program, followed by work. Welfare recipicncy should be viewed as a transitional
period of preparation for seif-sufficiency, rather then & way of life. The welfare reform plan
emphasizes that work iS valued.  Persons who are able to work will be expecied 1o find
cuiployment before reaching the two-year limit,

EBT can be & symbol to recipients that the welfare system has changed. Many son-welfare
employces receive their salary and wages and perform many financial transactions through
clectronic means. EBT helps blur the distinction between the “banked” and the “unbanked™. EBT
can help recipienis gain familiarity with the fisancial commupity and electronic basking, as well
as experience in tracking account balances to budget funds.

EBT could also facilitate the disbursement of advance payments of the Earned Income Tax
Credit (EITC). The EITC is 8 refundable tax credit which uses the tax oode to provide a federal
subsidy to low-income working families. The program is projected to grow to about $28 billion
a year by the tum of the ceatury. Casrently, EITC comes (1) through an afier-tax refund or, (2}
in advance, from employers. Both delivery mechanisms are somewhat problematic i making
clear to individuals the true economic beaefits of taking 2 low paying job, an owtcome which
could advance the broader welfare reform strategy. The first approach does not provide an
immediate work incentive because thers is 'mot a direct link between work and the EITC. Few
workers utilize the second approach for reasons that are not well snderstood. The Department of
the Treasury is currently exploring alterative approaches for providisg the EITC, including
permitting States 10 process payments. EBT could serve 88 an ideal vehicle for delivering these
payments.
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Appendix B
STATUS OF EBT DEPLOYMENT

White well over half the sutcs are apticipating implementation of EBT, Maryiand operates
the only statewide system. Six states operate small demonstration systems and the Treasury
Department is demonstrating the use of EBT for direct federal programs in Houston and Dallas.
Another three states have recently awarded contracts.

EBT Qperations

STATUS OF EBT DEPLOYMENT

T EST DEPLOYED
ITIITIETLE ELECTRONIC AFDC ISSUANCE/FSP AUTHORRZATION

As shown above, EBT is currently operational statewide in Maryland and in parts of six other
states. While New York does not have a traditional EBT system, they have deployed an electronic
authorization system that allows recipienss to obtain thcu' food coupons or withdraw their cash
benefits at authorized check cashing locations.

Operational EBT Systems

The foliowing locations have operational EBT demonstration systems. Cited caseload data
represent duplicated caseloads, calculated by summing the number of cases served for cach
bepefit program. Since some cases receive benefits from more than one benefit program, the
number of caseloads cited oversiates the total number of cases served.
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* Maryland: Thus far, Maryland is the only state to operate EBT statc-wide. Maryland
delivers about $55 million in state administered benefits cach month and handles about
250,000 cascs. Bencfit programs served by EBT in Maryland include Food Stamps,
AFDC, General Assistance, and bonus Child Support.

* Reading, Pennsylvania: The Reading, Pennsylvania, project, the first EBT
demonstration, was deployed in 1984, Pennsyivania delivers about $1.3 million in food
stamp benefits per month to about 8,500 houscholds.

* Ramsey County, Minnesota: The Ramsey County EBT demonstration delivers about
$8.8 million in state administered benefits each month and handles about 34,000 cases.
Benefit programs served include Food Stamps, AFDC, General Assistance, and Refugee
Asgsistance.

* Bernalillo County, New Mexico: The New Mexico demonstration project in Bernalillo
County delivers about $7.7 million in state administered benefits each month and handles
about 36,000 cases. Benefit programs served include Food Stamps and AFDC. The
New Mexico project is expanding statewide.

* Linn County, lowa: The lowa demonstration in Linn County delivers about $450,000
in Food Stamps and AFDC benefits each moath and bandles about 970 Food Stamp and
670 AFDC cases.

+ Dayton, Ohio: The Dayton, Ohio system delivers about $2.2 million in food stamp
benefits per month and serves about 11,000 houscholds. Unlike the other EBT
demonstration systems, the Ohio system uses off-line authorization and smart card
technologics. :

* Camden County, New Jersey: New Jersey is currently implementing an EBT system
in Camden County where they will deliver Food Stamp and AFDC bencfits for
approximately 24,000 cases. After an evaluation of the Camden County demonstration,
New Jersey plans to expand to Essex and Hudson counties.

* Houston and Dallas, Texas: The Treasury Department’s Financial Management Service
bas a contract to deliver direct federal benefits to recipients on a voluntary basis. The
demonstration, first deployed in Houston has now been extended to Daltas. The system
delivers OASDI, RRB, VA and OPM benefits and handles about 8,700 cases. This is
the only EBT demonstration system to deliver direct federal program benefits.

Operational Electronic Authorization Systems

* New York: Although New York does not have a traditional EBT system, they are using
POS and mag-stripe card technologies to replace food coupon authorization to participate
(ATP) cards and checks. The recipients receive their food coupons and cash benefits at
authorized check cashing locations. The full amount of the benefit must be taken at one
time, as individual accounts are pot maintained. This system is deployed throughout the
state with the exception of New York City.
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EBT System Development Efforts

Texas recently awarded a contract to deliver Food Stamp aad AFDC benefits. The system
will be piloted in Chambers and Harris counties. South Carolina awarded a contract to deliver
Food Stamp bcneﬁts it will be piloted in Darlington County. Wyoming awarded a contract 0
dcvclop an off-line authorization, smart card demonstration to pilot Food Stamyp benefit defivery
in Natrona County and WIC beacfit delivery in several counties.

EBT Piazning Efforts

Under current procedures, the first step in the federal approval process is the submission of
an Planning Advanced Planaing Document (PAPD) to the Food and Nutrition Service and the
Administration for Children and Families. The purpose of the PAPD is to request federal
funding for EBT planging activities, The following states have submitted PAPDs to develop
demonstration systems;  Alabama; California (for San Bernadino couaty); Florida; Georgia;
{Hinois; Kansas; Louisiana; Maine, New Hampshire, and Vermont (joint PAPD); Michigan;
Mississippi; Missouri; North and South Dakota {joint PAPD); Oklahoma; Oregon; Utah; and the
‘District of Columbia.
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STATE PROGRESS TOWARD EBT DEPLOYMENT

OPERATIONS STATEWIDE (1)
Maryland ' State-wide expansion completed

QOPERATIONS IN ONE OR MORE COUNTIES (5)

lows Operating EBT Pilot.
Minnesota QOperating EBT Pilot in Ramsey County. Planning for
. expansion of Food Stamps into Heanipen County. APD

pending.

New Jersey Begas Operations in Camden County in February, 1994

New Mexioo Operating EBT pilot in and around Albuguerque.
txpansion APD - FNS approved, ACF approval pending.

Ohio Operating off-line Food Suamp project; issued RFP
expand state-wide,

Penusylvania Operating EBT pilot in Berks Couaty. PAPD submiited 10
FNS regional office for expansion of system. Intead 10 add
AFDC.

IMPLEMENTING EBT (3)

South Caroling Vendor selected. Operations to begin in November, 1994

Texas Vendor selected. Contingent approval to spead
implementation funds for MIS programming

Wyoming Vendor selected for off-line project.
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STATE PROGRESS TOWARD EBT DEFLOYMENT

L

[PAPD SUBMITTED 019

Alabama Comingent approval of PAPD by FNS

California Revising PAPD and RFP for food stamps in San Bernadino
County. PAPD submitted for San Diego County

Connecticut Approval of PAPD by FNS

Florida Submitted PAPD to ACF and FNS, FNS approval pending

Georgla PAFD approved by FNS and ACF

[Hinois Contingent approval of PAPD by ACF apd FNS.

Kansas Coatingent approval of PAPD by HCFA. Approval by
FNS 2nd ACF for food stamp and AFDXC benefit delivery.

Louisiana Approval of PAPD by FNS |

Maine/New Hampshire/
Vermont

Approval of PAPD. Reviewing feasibility study. APD
update submitted for funding increase

Michigan PAPD approved
Mississippi PAPD approved
Missouri PAPD approved by FNS asd HCFA. Planning RFP

submitted.

No. Dakota/So. Dakota

PAPD approved by FNS and ACF. {APD submined.

Oklahoma

Final draft of RFF submitted to FINS

QOregen

PAPD approved

Utsh

Developing planning documentation, PAPD approved.

Districa of Columbia

PAPD submitted.
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STATE PROGRESS TOWARD EBT DEPLOYMENT
] x ‘

j %&.M,&%g SRR Bl gt AR

INVESTIGATING EBT (8}

Arkansas Investigating EBT

Cokrado Investigating EBT L

| Delaware Investigating off-line using a laser optical memory card

Massachuserts Investigating EBT

North Carolisa Investigating EBT

Tennessee mcszigatiag EBT o

Virginia Investigating EBT. Feasibility study completed. Awaiting

state support decisios.

Wiseonsin Investigating EBT

OTHER . .

New York {statewide Operates electronic authorization fo replace ATP card and

except for New York check. Coupons and cash disbursed at authorized check

City) cashiers; full bencfit amount must be drawn, a8 no sccounts

are maintained.
L
®
»
&
.
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. Appendix C \
STANDARD FINANCIAL CORE

The standard financial core represents a set of standard specifications governing EBT financial
processes.  To provide for uniform pational operations, primary financial operations will be
standardized across EBT systems and states. To a large extent, the financial core will be shaped
by the standard operating rules for EBT, based on existing financial industry rules. Consistent
with those rules, these specifications sliow standardized services among EBT service vendors,

The standard financial core includes:

w

Posting to Benelit Authorization Accomnts: Benefit authorization files will originase
from two sources--one for stase-administered programs, one for federal direct benefit
programs. Before the monthiy benefit allotment comes due (generally, the beginning of
each month), state program offices that determine recipient cligibility and calculate
benefits will trapsmit authorization files, in a standardized format, to the EBT processor,
Smaller files will be transmitted daily for clients eligible for 2 partial or supplemental
payment. The EBT processor will post the new allotments to client accounts, adding the
current month’s allotment to any amounts remaining from prior months.

Payment information and funds for each direct federal EBT client must flow to a
designated financial institution through the autorated clearisg house method in the same
manner as regular direct deposit payments are disbursed for individual beneficianes. The-
participating financial institution will remain lable to the government for compliance with
existing rules and regulations regarding the aceoptance of direct deposit payments and
returns and reclamations. The individual acoount, or sub-sccount mechanism of a master
account, must have a fully traceable audit trail for each payment delivered through the
EBT system.

Aceount Maintenapce: The EBT service provider must maintain client accounts, using
standard case identifiers and account structures to allow for inter-processor transactions.
Two types of accounts will be maintained—pooled cash {c.g., cash assistance) and
restricted access {1.¢., food stamps and WIC), Accounting information will include the
current balance and a transaction history for cach account.

Transaction Processing: EBT transaction processing will follow the standards for
commercial transaction processing. The minimum EBT transaction set includes: FSP
purchases, FSP refuads, cash withdrawals, non-FSP purchases, voids, reversals, and
balapce inquiries. Like any other commercial card transaction, every EBT transaction
requires an exchange of two messages-—a request message and a response or suthorization
message.

The authorization request includes information that identifies the card holder, transaction

- type, and transactiop amount. If there are sufficient funds 10 cover the transaction, the

&
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processor’s system retoras the asthorization message o the eriginating terminal. Benefits
may then be issued to the clicnt.

During transaction processing, the processor must capture the transaction information and
other information to ensure the timely, accurate senlement of the transactions, The
processor aiso must capture enough information 16 wace the transaction—-should z
subsequent dispute arise. The minimum information will enable the processor w identify
and match the request and response messages, identify the time and terminal at which the
transaction originated, and provide the client account and transaction amount,

+  Settlement and Reconciliation: In general, settlement is the exchange of information
that produces the transfer of funds from one entity to auother, cornpleting a financial
transaction. For EBT, settlement involves the electronic transfer of funds from EBT
accounts maintained by the EBT service provider or Treasury accounts through foandal
nctworks to ATM and POS financial service providers. At the end of ¢ach transaction
day, the service provider will, at a minimum, calcslate the toual value of all aceount
authorization and client transactions and balance them to net debits and credits posted
client accounts. After end-of-day balancing, the service provider will initiate settiement
through the EBT settlement service provider—the institution in which the consolidaied
pooled benefit accounts are maintained. Based on communication from the EBT
processor, the sertlement service will transfer funds to the financial institutions and
retzilers which disbursed benefits 1o EBT clienis through their ATM terminals, POS
terminals, or both. The processor and settiement service provider could be the same
institution. To the extent possible, the most cost-cffective processes will be used for
settlemeni—such as sentlernent through actomated clearinghouse {ACH) processes.

In sertling transacticus which originated at ATM terminals and are authorized through
networks, the settlement service will move funds from the consolidated pooled benefit
accounts, through commercial networks, 1o the trapsaction acquirers (financial institations
that own and operate the ATMs at which benefits were dishursed).  This process may
require the seftierient service provider to be a member of one of more regional setworks,
and to maintain clearing accounts with the n¢tworks,
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Appendix D
EBT BASE SERVICES

1

All EBT system operations must provide for a common set of EBT base services. The base
services will be structured to meet functional requirements developed by federal and state
propram agencies to best serve their custorners, While some degree of commonality will exist
among states for these service requirements, states will have flexibility to determine how best (o
perform these functions based on the local customers apd conditions.

The EBT base seevices inciude:

¢ Client enroliment in the EBT system: Clicnts will enroll in EBT when they apply
or are recertified for program beoefits at the state-local program office. Unbanked
applicants for direct federal benefits—those who do not have a bank account and
cannot take advantage of direct deposis applications—will be presumed to choose EBT
upless they request to have their payments made by check. Customers that are
receiving direct federal benefits on an ongoing basis will be enrolled through mailed
msterials from the EBT service provider and referrals from program agencies. Upon
assignment of account pumbers, the financial institation will electronically transmit
eoroliment information to federal program agencies through the ACH, This approach
shifts the enroliment function to the financial industry and climinates the requirement
that a recipient make 2 special trip to 2 program ageocy field office to enroll in EBT.

Consistent with the Administration’s desire to deliver all federal payments through
EFT, declaring in statute that EFT-direct deposit for those with bank accounss, EBT
for those without-is the presumed federal payment method could accelerate our
efforts 10 expand electronic government.

*  Card issuance: Clients may receive their EBT card cither in persor or through te
mail, depending upon the benefit programis) in which they are emrolied and their
personal preference.  For state-administered programs, card issuance generally will
occur in the state or county prograts office. Upon issuance, the program office will
ask the client to choose a PIN and will provide hands-on training upon request. Also,
ezch client will receive writien materials about the card. For direct federal benefit
recipients, the EBT service provider will issue the EBT card and PIN aad may do so
i person or by mail at the discretion of the participant. The PIN can be assigned by
the card issuer or selected by the participant consistent with current private sector
practices.

+  Chieot training: All clicats will be cligible for basic training in the use of EBT cards
and the system, Written and other types of educational material (e.g., videotapes and
displays} will be available at Jocal program offices. States will have flexibility in
designing the training and education services that best meet the local nccds and
couditions,
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For direct federal benefit recipients, training is optional a1 the discretion of the
participant. The EBT service provider must provide training upon request and may
utilize mail, video, or hands-on training techniques.

Problem resolution: Clicats will b sblc to direat problems with their cards or
acoounts {0 a client service center by acorssing a toll-free telephone pumber available
24 bours a day, 7 days & week. The service center must also offer services that
provide key clieat account information {¢.g., clicnt balances, issuance date(s), and
recent fransaction history) by type of program. Cestomer service representatives will
be available for consultation at state program offices apd/or contracted facilities.

Card replacement: EBT base services will give clients a toll-free pumber to repon
fost or stolen cards. Clieats also may repont lost or stolen cards in person at state
program offices. The service provider will immediately freeze the card balance and
authorize the issuance of a new catd. The clicot will then be able to pick up the card,
with 2 selected or assigned PIN, as previously described.  The number of free card
replacements may be limited, based on program requirements.

Benefit access: EBT base services will give clients reasonable acoess 10 benefits at
litle or no cost, Clieats will be able to access cash benefits at all ATM and POS
locations displaying the identifying EBT logo, and at participating merchant or
financial service locations that offer cash bensfit disbursement. The povernment will
not lingit the number of food stamp POS transactions at authorized food rewilers.
Similarly, it will not limit the pumber of cash back transactions at participating POS
merchants. Any limitation on the number or amount of cash-back transactions will be
based on the commercial industry or merchant-specific procedures.
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Appendix E
SUMMARY OF KEY TASK FORCE RECOMMENDATIONS

DELIVER GOVERNMENT.-FUNDED BENEFITS BY EBT THROUGH A SINGLE CARD
Replace multiple paper-based benefit delivery aystems with a single clecironic systorm that delivess benefits
for a full range of federal and staie programs,

ESTABLISH PARTNERSHIPS WITH STATES TO IMPLEMENT ERT NATIONWIDE
For many programs, government beaefit delivery is a shared responsibility beiween the federal and guate
governmenis.  Siate fax dollars belp fond EBT development and operatons.  Successful nationwide
deployment of EBT requires a working murinership between dre fuderal and slate governments.

DEVELOP UNIFORM EBT OPERATING ENVIRONMENT BASED ON COMMERCIAL FFT
To ensure uniformity, EBT operations shoukd be based on a standard foundation. The foundation sheuld
be derived from operming rules and techmical starciards available in the commereal sector,

EMPLOY A NATIONAL STRATEGY THAT FEATURES TWO IMPLEMENTATION PATHS
Some states will enter into partperships with he foderal government: sorme slates may wish to procsed
with EBT devclopment on their own. The Task Foree recommends an implementation strategy thi
features two converging paths: joint-veniure federal/siate prototype(s} and siate-initiated EBT projects,
Both palis will be based on the siandard foundation,

BEGIN IMPLEMENTING BASIC EBT SERVICES BY MARCH 1996 AND EXPAND BY MARCH 1995
Basic services include a standard financial enze and flexible EBT lient services. Basic ERT services
should begin to be delivered through prototype(s) by March 1996 for the major federal and stats programs,
EBT shoukd be svailsble nationwide and expanded to additionsi benefit programs by March 1999,

EMHANCE E8T SERVICES
The federal government should support the aduption of appropriste new and emerging technologins for
EBT. placing special emphasis on innovative wechnologios such as sment sands.

SHARE COSTS EQUITABLY AMONG ALL STAKENOULDERS
The federal government should pay a reasonable share to provide nationwide ERT services. Cowts should
be shared among governments, retailers, the fisancial services comemusnity, and benefii recipienis.

CALL ON RETAILERS TO INVEST [N EBT
As iz commen o the commercial seetor, retailers should assume costs for terminal deployment and POS
transaciions, The gevernment should be the deployer of fast resort 1o cnsure adequale recipient avesss.

LIMIT FREE ATM TRANSACTIONS
The number of no-cost ATM transactions shouid be limiled for mesns-tested program maipienis. Noa
means«lested program recipients should pay a nominal fee for ATM transactions.

BALANCE COSTS OF ADEQUATE CONSUMER PROTECTION WITH THE COST TO TAXPAYERS
The fedoral government, slates, and the financial service community should work together 10 limit
govemmen sxposure to fraudufent claims while providing adequale consumer proteciion.

INVEST FUNDS IN FINCAL YEARS 1998 THRUOUGH 1997
Fhe savings from reductions in the cost of paper-based delivery should be made availaide 1o fund
natiopwide HRT, Umil these savings becotste greater thas the gost of BBT, investment =il be required
to fund EBT development and implementation.

WORK TOGETHER WITHIN THE FEDERAL GOVERNMENT TO IMPLEMENT EBT NATIONWIDE
Nationat BBT poligy, implemenistion, and operations should be directed by a Federal EBT Tusk Feree,
“chatred by OME and indluding principels representing HHS, USDA, and Treasury, and an executive
suppon: swff. USDA, as lead program sgency. should desigrate account execulives (o serve as a single

pomt of contact for each state or group of slales.
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Appendix F
FEDERAL CONTRIBUTORS AND STAKEHOLDER PARTICIPANTS

FEDERAL CONTRIBUTORS

This report is the result of the dedication and hard work of many contributors. The Task Force
principals and the Executive Steering Committee charted the course, reviewed the draft reports, and
proviided valuable input. Members of the Federal EBT Task Force core staff were the pnuc:pal
authors of the report.  Agencies made staff members available to conduct and participate in the many
stakeholder meetings. Agency staff contributors also provided input and support for {ask force issees

papers, as well as this report,

jsabel Sawhill, Office of Mansgement and
Budget, Chalr

Ellen Haas, Departmeni of Agriculiure, Vice
Chair

Kenneth Apfel, Department of Henlth and Human
Services, Vice Chalr

Gerald Murphkiy, Department of the 'Z’nnsm';r

Mary Jo Bane, Department of Health and Human
Services

Lawrence Thompson, Departmoeni of Health sod
Human Services
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Marcus Page, Department of the Treasury

Jack Radzikowski, Executive Director, Federal
EBT Task Force

Lanra Adkins, Department af’&grimim
James Bessin, Office of Management snd Bodget

Richard Green, Office of Management and
Budget

Joda Mincey, Department of Agriculture
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Services

David Temoshok, Department of Agriculture

Ted Tracy, Department of Health aud Human
Services
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Tom Stack, Office of Management and Budget
Julie Bernell, Department of Agriculivre
Willlam Curtls, Department of Delense

Jolin Dyer, Department of Health an& Homan
Services

Michael Fishman, Department of Agriculture

J. Gary Hickman, Department of Veterans
Aftaics

Ron HIL, Department of Agriculture
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Betty Jumes, Department of Health snd Human
Services

Beitsy Lane, Department of the Treasury
Bill Ludwig, Department of Agricuiture

Noomi Marr, Department of Health and Human
Secvices

Rossell Morris, Department of the Trensury
Tim O*Connor, Department of Agriculture
Jean Saunders, Department of Edveation

Mati Schwienteck, Department of Health and
Hssnan Sc:_'vicm

George Strader, Department of Health and
Human Services

Curils Smith, Office of Personnel Menagement

R. J. Vogel, Department of Veterans Affairs
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Liods Braye, Department of Agriculiure
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Services

Art Foley, Deparemeat of Agriculture
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William Farrell, Bepartment of Health and
Human Services

Paul Flore, Department of Health and Human
Services

Robert Harvisou, Department of Defense

fez Jones, Department of the Treasury
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{vary Larson, Depactment of Veterans Affairy
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STAKEHOLDER PARTICIPANTS

As stressed throughout this report, the federal govemment cansot build the infrastructurs for
nationwide EBT in isolation. Successful m;;icmn:azma requires a partaership between the federal
and state governments and the support of private sector stakeholders. The Task Force believes we
have made a good start in beilding these relationships. Over the past several months, the Task Force
pamcnpated in numerous meetings with stakeholders to understand their concerus and obtain their
input for this report. Many stakeholders were generous with their Ume and support and we wish 10
recognize those who participated in this process. Inclusion of names on this list docs not constitute

endoresement of the recommendations of :hc report.

Client Advocates

Carol Hamilton, Coalitlon on Human Needs
Daphoe Heeling, Maryland Food Commitiee
Fr. Peter Kiink, U, &, Jesuait Conference

Loarvie Lewlh, Food Research and Action Center

Barbara Leyser, Center an Social Weifare Policy
ond Law

Michelle Meier, Consumers Unlon
Loawrence Moore, Bread for the Warld

Faith Mullen, American Association of Retired
Persons

Jeouifer Rathbun, Alllance to End Homelesspess

David Super, Center ou Budgel and Policy
Priovities

State Associations

Giregg Brown, National Association of State
‘Budget Officers

}:maifizr Bruuresema, Southers Goversory'
Associntion

Larry Goolsby, American Public Welfare
Association

Briso Lagans, National Assaciation of Counties
Poug Manro, Southern Gc;cm* Agsociation
Candl Penn, Southern Governory Associntion

Marilina Sanz, National Association of Counties

Helenn Sims, National Association of State
Auvdlters, Compirollers, and Treasurers

Sheri Steisel, National Couneil of State Legislators
Judle Strown, National Goversors’ Assoclation
Tow Stager, Weitern Governors® Association

Kelly Thompson, Americon Public Wellare
Association

States
Aliss Abrams, Neveda

Joe Astolin, Iinols
Ed Bsiley, Missouri

Mike Barhan, North Carollns

Yan Beggarly, Virginia

. Stan Blen, Michigan

Darrers Bond, Oregon
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Deborah Brady, California
Dale Browy, Maryland
Mary Buckley, Texas

Pai Craig, Craig Anzociates
{Calitornin/Minnesota)

Josnne Cunningham, Maryland
Dave Dobson, New York

Dee Fones, Ohinhoma

‘Tom Fashingbauer, Minnesola

Kevin Fitzgerald, Nosth
Carolina
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Joe Golden, Wyoming

Billy Hamilton, Texas

Jack Hill, Tennessee

Andrew Homshy, Alshama

Ann Howard, Georgia

Issac Jackson, Texas
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Joyce Johnsen, North Carolina
Elizabeth Kilvoyne, Massachusetts
Willlam Kilmariin, Massachuseits
Ken Manznella, Maryland

Kathy Marzolf, Mionesota

Laucille Maurer, Maryland

Ray McCabe, Massachusetts
Delores McLeod, North Carolina
Marilyn Michel, Mississippi
Richard Msllinger, Florida
John Michaelson, California
Todd Morgun, Texas

Larry Nale, Texas

Rich Pedroli, Massachusetts
Theresa Poon, Texas

Edith Probsmann, fowa

Eddie Quire, Kentucky

Mark Reger, Maryland
Lonnie Reinbardt, Florids
Johs Scaggs, Obio

Bob Schmitt, Kentucky

David Schwarty, Ohlo

David Smedley, Arkansas
Allen 8. Clalr-Flnch, Puerto Rice
Wayee Stultz, Delaware
Esteban Vbieta, Puerto Rico
Johr Wiiler, New Mexico
Brian Webh, California

Terry Willinms, Wyoming
Toay Wintzer, South Carciing

Jean Womack, Kc:!lucky
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Food Retailers

Dasvid Bragin, Wing-Dixie Stores, Tnc. .
Jennifer Fidiam Brapdenburg, Lucky Sthrgs”lnc.
Geuorge Dieterich, Fleming Companies, Inc,
Larry Friedman, Price Chopper Supermarkets
Babby Gowens, Randail's Food Markets, Inc.
Tim Hommonds, Food Marketing Tastitute
George Hood, Wegntans Food Markets, Iae.
Peter Larkin, Food Marl;ctlug Toostitute
¥irginis Miller, The Voas Companles, Inc,

Jey Nelson, Glant Foed Inc.

Hm Nygren, Fry’s Food Stores of Arizens, Ine,
Eon Parsaelee, Safewsy, Inc.

Art Powell, Albertson’s Inc.

Todd Schouck, Schnuck Markets, Inc.

Tom Shorit, Twin County Grocers, Ing.
Michael Wheeler, Hy-Vee Food Stores, Inc.
Kevin Wittig, SUPERVALU, Ioc.

Mark Williams, Carr Gottstein Foods Co,

Brian Bates, Transaction Network Services
Spzan Baumases Bank of Americs

Greg Benson, Ssvings and Community Bankers of
Atmericn

Brian Claire, CitiBank

Dennis Clark, National Bankers Association

Lynette Cromer, ENVQY Corporation

Don Cunafegham, GEMPLUS Card loternstional
Boog Davidoyae, CitiBank

Magruder Dent, GEMPLUS Card International
Mary Dunn, Credit Union Natlonal Association
Anna Estadt, Internstionsl Verrifact nc,

Nessa Feddis, American Bankers Avsociation
Sarmuel Foggle, Nattonsl Bankers Association
Stan Frerking, Systems Planuing Associates

Anu Fuslberg, GTECH

Charlene Gardner, National City Processing
Company :

$une Gell, Fedreral Reserve Board
Kathy‘ GeorgeHough, Faraday
Liss Hatoer, Capadian Bankers Association

Kuet Hebmlg, Elecironic Funds Transfer
Awswciation :

Ran Hoopes, Navy Federal Credit Unlon
Murgaret Janowski, Lockheed

Calvin Jobnsoa, Bank South, N.A.
Robert Joyner, First Security Services

Senan Kennedy, Llectronic Funds Transfer
Association

Alfred Leist, The Appie Creek Banking Company
Amne Livingston, American Bankers Association

Nawcle Lynch, Mellon Bank, N.A,

. Wayne Malone, Chemicnl Bank
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Howard Mandelbaum, National Check Cashers
Azsociation

Elliott McEniee, National Automated Clearing
House Association

| Tom Manl;gh]ln, Deluxe Data Systema

Ben Miller, CardTech SecurTech

Donald Ogilvie, American Bankers Association
C. Stanley Price, National Processing Company
Matt Robinson, IBM

Mitehk §t. Thomas, Transactive Corp.

Johg Simsons, Citihank EBT

{arolyn Spicer, State Bank {Michigan)

Murein Sullivan, Consumer Bankers Association
Gall Thompson, Wells Fargo

Luann Ucker, Dicbold, Inc.

Viveca Ware, Independent Bavkers Association of
Americn

Bave Weber, Armed Forces Finsncial Network
Lynne Wolrtenholme, Elecironic Data Systems

Dick Yaoak, Yankee 24
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