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WHERE WE STAND [t 15 not a new 1dea. Marviand
. Issuing credit card- and New Jersev have been doing
i type benefit identifi- 1t tor a couple of vears — 1ssuing
| cations would re- special benents credit cards to
move the those on government assistance
inconvenience and =
negative stigma of programs. L i
cashing food stamps Delaware 1s seeking tederal ap-
in markets. proval. and about 3100.000. for a -
pilot program in Kent County
next vear. o L
[n this age of computerized evervthing, the idea is ac-
tually very sumple. Rather than filling out reams of paper | -

to qualify folks for food stamps and other basic assis- i
tance. a credit card would be 1ssued. Those on general
assistance or AFDC could also access their monthly al- |
lotments and receive cash instead of checks. :
Such a program would not only coordinate statewide
services more efficiently, it would clearly cut down on |
the amount of fraud by those who illegally sell and buy |
food stamps, which has increased recently. ’
More important, it would do wonders for the dignity I
of those who are on benefit programs. ’
If the experiment 1s successful in Kent County. it |
would then be tested in New Castle and Sussex counties. |
Permanent cards could be 1ssued in 1997 and it would be )
called Delaware Care-ONE. The lengthy period for ap- |
proval is because Delaware wants to use the latest laser- |
type technology on the cards. _ |
We hope Delaware and the U.S. Department of Agn- |
culture move quicker than that on the request. For the |
Department of Health and Social Service and Secretarv e e SR - -
Carmen R. Nazario it is a win-win program. |
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Card plan
could slash
welfare
paperwork

By Martha Simpson
Statl witter

DOVER — It's the size of a
credit eard. shines like the sur-
face of a compact disc, and could
climinate public asststance pa-
perwork altogether.

Dubbed Delaware Card-ONE,
the card ts an experiment brew-
ing in a laboratory of the Depart-
ment of Health and Social Ser-
vices and could revolutionize the
delivery of public assistance pro-
grams, said Wayne R, Stultz Jr.,
project muanager for the card.

“We've known for a few years
that this is a more cfficlent and
convenient way tor cltents to use
thetr benefits,” he satd. "We're
also sceing a national trend com-
ing up where an electronic bene-
fits transfer will be a common
process.”

‘The card can store up to 2.000
typed pages of informatton elec-
tronfcally and would carry bene-
fits such as food stamps, money
distributed through the Women
Infants and Children program
and health benefits. he said.

Card wusers would present
their cards at the grocery store
checkout line. where state-pro-
vided computer equipment
would scan the electronic sur-
face and call up the amount of
beneflts they have. Mr. Stultz
sald. The cashier would then de-
duct benefits automatically at the
register instead of redeeming
food stamps or vouchers, he
said.

Public assistance clients could
also use the cards in automatic
teller machines. he added.

"There's a greater degree of se-
curity with this kind of card, but
if a person went to an ATM at
night. he or she would probably
face the same security issues
that anyone with a regular card
would.” Mr. Stultz sald.

The department began consid-
ering the new system In October
1992 at the urging of then-Health
and  Soclal Services Secretary
Thomas P Eichler. Sccretary
Carmen R. Nazario offered con-
tinued support when she arrived
in April.

"I've supported this concept
for a long time because it offers
much more dignity and respect
for people who take advantage of
soctal services.” she said.

The General Assembly in June
adopted a resolution encourag-
Ing the department to follow
through with 1ts proposal. The
department plans to spend
$100,000 on a feasibility study
for the project, Mr. Stultz said.

The department is eyetng April
1995 as a starting date for an
experimental program in Kent
County and would offer the card
to New Castle and Sussex county
residents the following year, Mr.
Stultz satd. The full program
would take hold in 1997, he said.

"There are a lot of possibilities.
You could put an entire family's
beneflts on one card,” he sald.
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Del. seeks federal funds for benefits eredit card project

By MIKE BILLINGTON
Staff reporter

NEW CASTLE — The state is
seeking federal approval to test
the use of special benefits credit
cards by people on public assis-
tance.

If approved. the first test cards
will be issued in April in Kent
County. If the initial tests are suc-
cessful. a second set of test cards
will be issued in New Castle and
Sussex counties in January 1996,
said Wavne Stultz of the state
Department of Health and Social
Services.

If those tests are successful, the
department plans to start issuing
permanent benefits cards in Janu-
ary 1997, Stultz said.

The proposed "‘Delaware Card-
ONE" would work almost the
same way a bank debit card does.

A public assistance client could
use the card at a grocery store.
for example. The store clerk
would scan the card into a com-
puter syvstem that automatically
deducts food stamp payments.

“Delaware Card-ONE greatly
enhances the opportunity to pro-
vide a coordinated system of ser-
vices. It also will improve conve-
nience. dignity. and security in
redeeming benefits.” said Carmen
R. Nazario. Department of Health
and Social Services secretary.

In addition, the new cards
should reduce the fraudulent use
of benefits and the sale of food
stamps, sald Joanne Veto, a

spokeswoman for the department.

“There are various options un-
der consideration now for making
it useless to thieves. For example.
the card could have a photo and a
personal identification number
that has to be punched in when
the card is used. That way. even if
it is stolen or lost, someone else
can't use it.” Veto said.

Because food stamp benefits are

contained on the card. they won't

be as easy to sell or misuse. she

said.

In addition to benefits informa-
tion, the Delaware Card-ONE also
will have a magnetic strip allow-
ing users to get cash from auto-
mated teller machines, Veto said.

Each card can hold up to 2,000
pages of typed information about

its owner. Veto said. That should
reduce the amount of paperwork
the state now generates when it
gives benefits to people on public
assistance. she said.

The state’s proposal for a pilot
project is being reviewed by the

U.S. Department of Agriculture’s
Food Nutrition Service. USDA
approval is required because the
card would include information
about federal benefits programs
such as food stamps.

Marvland and New Jersev al-

&

rl

ready use similar benefits cards..
Stultz said.

Nazario estimated the cost .of a
feasibility studv and test project
planning at $100.000. The state'is
asking the federal government.to
fund the entire amount. :




This Is a sample optical ory card being considered by the of Delaware for
the Department ot Health ana Social Services Electronic Beneti 1ranster (EBT) project.

N\
Optical stripe holds up to 4.1 megabytes ot data
Permits updating of records and preserves audit trall !
Unatfected by magnetic or electronic fields
Benefits can be carrled forward and deblited as used
Can hold ngproxlmnlely 2,000 type-written pages of text, ample room for WIC, Food-
Slamps AFDC, GA benefits, child imnmunizations and Medicald history fora lite-time

lonal Idenllfy ng Inf fon such as thumb print, signature validation, and

pholugraph assures the correct use of benefits only by authorized holder

The 0 tical Card System |s a product of
X USA CORPORATION supplled to

The Slnle of Delaware by

COASTAL LOC SYSTEMS, INC.

For info call: (205)694-7900

CLINTON LIBRARY PHOTOCOPY



DELAWARE HEALTH
AND SOC/AL SERVICES

CFTCZ 2F TWE SECRETLEV

August 2, 1993

Mr. Ralph Picone

Acting Regional Administrator
USDA Food and Nutrition Service
Mercer Corporate Park

300 Corporate Blvd.

Robbinsville. NJ 08691-1598

Dear Mr. Picone:

The Delaware Department of Health and Social Services (DHSS) is aggressively pursuing the
planning, the development, and the impiementation of an Electronic Benetit Transfer (EBT) system .
Delaware believes EBT is the answer to the concemns of clients. yovernments, and communities that
public benetits be issued more etficiently and with greater dignity to the users.

Delaware's objectives are:
(1) Improve client convenience 1n receiving and redeermung benefits.
(2) Improve security in receiving and redeemung benetits.

(3) Decrease social stigma, enhance self esteem. and further preserve a client's pnvacy and
dignity,

(4) Provide One-Stop shopping and a Seamless System for all programs and benetits.

(5) Simplify DHSS's administrative and operating procedures in authoriziny, distnbutng, und
tracking benerits.

(6) Virtually eliminate fraud and abuse.

Delaware has elected to use the Laser Optical Memory Curd with the combining of a maynetic
stnpe.  Laser Optical Memory is new technology which is yet untested in the EBT environment. lts
unique charactenistics and properties qualify it as a standard of its own. The piggy backing of the
magnetic stripe allows Delaware to pursue exciting possibilities of integrating both On-Line and Off-Line
technologies to deliver multiple programs' benetits on one card. The "One Card” concept greatly
enhances the opportunity to provide "One-Stop Shopping” for services and improve "Convenience,
Dignity, and Secunty” in redeeming benetits.



The enclosed Delaware Card-ONE Concept Paper explains in great detail the tremendous
advantages of Laser Card technology, the test plan DHSS proposes in fully exploring and evaiuating
this technology, and the advantages of Delaware as a demonstration site in carrying out this truly unique
and innovative program.

Also enclosed are three sample Laser Cards which show how the Laser and Magnetic Stripe
technologies combine on one card along with a brief description of the card's charactenstics. If vou
would like. my staff is prepared to make a formal presentation on the Laser Card technology for USDA
FNS at your convenience. The presentation consists of a slide show. a video tape, and a question and
answer peniod. It normally takes an hour or so.

Delaware is asking FNS for an indication of interest in receiving a Full Application to obtain
$100.000 funding for the application. feasibility study, and planning steps for a demonstration piiot as

outlined in the Concept Paper. | am sure vou wiil find the Laser card concept as exciting as does DHSS.

[ look forward to your comments and anv questions you may have .

Sincerely,
Carmen R. Nazano 5
Secretary

Attachment
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DELAWARE HEALTH
AND SOCIAL SERVICES

DiviSION OF
MANAGEMENT SERVICES

Delaware Card-ONE

Unsolicited Demonstration Project Proposal

Concept Paper

This paper is being submitted to the USDA Food and Nutrition Service
as a brief overview of Delawarc's proposal to utilize laser card
technology for the delivery of client benefits. This paper is being
submitted to determine FNS interest in receiving a full application for
a Federally financed demonstration project.

August 2, 1993

For additional information contact:

Wayne Stultz, Dclaware Card-ONE Project Manager
Room 201 Administration Building

Dclaware Health and Social Services

1901 N. DuPont Highway

New Castle, DE 19720

phone: (302) 577-4537  fax: (302) 577-4629

1901 N. DUPONT HIGHWAY @ NEW CASTLE ® DELAWARE @ 19720
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I.General Description of the Test to be Conducted

Delaware's Department of Health and Social Service has been one of the pioneers in service
integration through its single database philosophy for all its programs, and its one-stop shopping
philosophy which has provided integrated services to its clients through its State Service Centers.
When it comes to delivering benefits, however, the systems are not integrated. Checks are mailed
to clients for AFDC and GA, paper documents are mailed to clients to be exchanged at banking
institutions for food-stamps. separate checks are mailed to clients for their child-support
payments, a card is provided for authorization for Medicaid services and prescriptions. a voucher
is provided for specific food items under the WIC program, and if the clients make use of other
state programs such as unemployment insurance benefits still other checks are provided them.

In addition, this complicated issuance and redemption procedures create difficulties for the
providers, the banks, pharmacies, grocery stores, physicians and others who participate in these
programs as a service to clients and the state. Finally administering these programs requires
considerable effort at the State level and has potential for abuse and fraud by those handling the
paper at its various stages.

Delaware therefore looked at alternatives to these varied paper-intensive ways of delivering
benefits. The goals were to simplify the process for the client and integrate all the benefit and
service programs on one card.

The Mag-stripe card which is used in Marvland and is similar to the credit or debit card was
investigated. The chip-card as used in Wyoming was investigated. Each of these had serious
short-comings for Delaware in its goal to integrate its many benefit programs and health services
cost-cffectively in a single client-card.

Finally, however, the investigation tumed up a third type of card widely used in Europe for both
governmental and private-sector programs which met the State's objectives in a cost-effective
manner. This third type of card is the Laser card or Optical Memorv Card, and the purpose of this
concept paper is to describe how Delaware plans to implement its Delaware Card-ONE using this
new technology and to solicit the support of the USDA Food and Nutrition Service in its initial
implementations. Since this would be the first use of this technology in the United States to deliver
benefits to social service clients, Delaware is asking that this projcct be a Demonstration Project
eligible for 100% Federai funding.

While Delaware's plans for this technology are ambitious, and will eventually cncompass most of
the programs under the Department of Health and Social Services as well as programs in several

other state agencies, support is only being asked for the first phasc of the project which will be to
pilot the use of the laser-card for Food Stamps and WIC benefits.



Problems With Existing Technologies -

There are three basic ways that benefits can be delivered using existing technologies:

1. Paper benefits (checks, vouchers, printed eligibility cards, etc.)

2. Benefits via a Mag-Stripe card (debit/credit card model, used in Marviand and other
states)

3. Benefits via a Chip-card (used in Wyoming)

While each of these has its benefits. none met the State of Delaware's requirement for a simple.
integrated, client-oriented, cost-effective solution.

Paper Benefits are the way Delaware currently delivers benefits to clients. This is inefficient and
ineffective for virtually all parties involved -- the state agencies administering the programs, the
providers of the services, and the clients and the general tax-paving public. Banks complain about
the large number of clients who consume teller resources and crowd lobbies at issuance times each
month. Stores complain about the handling cost of food stamp coupons and WIC vouchers and
delays clients cause in check-out lines. State emplovees complain about the high cost of all the
paper-work involved. Clients complain-that the redemption process is often degrading and has a
social stigma to it. And finally tax-pavers complain when the paper systems cannot be made fool-
proof and fraud and abuse take place. There simply has to be a better way.

Mag-Stripe card systems overcome some of these problems but create a few more. Under the
Mag-Stripe systems benefits are issued much like the credit and debit cards carried by many
people. However, instcad of having an individual credit-line or bank-account, the Mag-stripe card
identifies the individual and allows cash benefits to be withdrawn from ATM machines or in the
case of food stamps, allows product to be purchased and credits to be issued to the stores sclling
the food. These systems are connccted to large mainframe computers via expensive
communications networks which severely limit the cost effectivencss of the technology.

Chip-Card systems contain much of the data on the card itsclf and thereby reduce the need for
large mainframe support and expensive communications nctworks. However. in so doing, they lose
the capacity to tie into large databases as easily as the Mag-card systems. The expense of these
systems cannot be shared over as many programs as might be desired because of the storage
limitations of the cards themselves,

Neither the Mag-Stripe nor the Chip Card would be the most cost cffective alternative to paper in
Delaware because these cards lack capacity to serve multiple programs without expensive
mainframe and telecommunications support. Laser Cards are a new technology which offers
considerable potential.



Laser-Cards — A New Technology with Significant Benefits

Laser cards utilize a technology very familiar to those who buy their music on compact discs. Like
the compact discs a shiny surface is part of the card. With a compact disc. music is digitally
recorded on that shiny surface by a laser beam. With a laser card used in a social services setting,
information about the client and the benefits the client is to receive are digitally recorded on the
card. Both the compact disc and the laser card are very rugged, and not affected by electro-
magnetic fields, x-rays, or surface scratching. Once music or data is written to the recording
surface, it cannot be erased.

Several million cards are now used in Europe. England is pioneering the laser card for delivering
and monitoring medical services. Italy uses the Laser Card to identify authorized access to assets
held by financial institutions. Baylor University in Texas is piloting the Laser Card for medical
services.

The Ontario (Canada) provincial library system (1400 libraries) is testing the Laser Card under
four separate applications:

1. A patron ID card testing various methods of internal/external photo IDs. bar codes.
and encoded passwords.

2. A service access and dcebit card for patrons using a "nctwork juke-box" system to listen
to compact disks.

3. A data base storage system.

4. A library catalog for special collection libraries and for libraries located in small
communities.

The data that can be stored on the laser card is much greater than what can be stored on the Mag-
stripe card or the chip card. A Mag-stripe card can hold only about 1,500 characters of
information. The chip-card can hold 64.000 characters of information. The laser-card can hold
4,100,000 characters of information. These capacities translate into less than one page of type-
written information on the Mag-stripe card, 30 type-written pages of information on the chip-card.,
and 2,000 type-written pages of information on the laser-card.

Characters Stored on Various EBT Cards

Mag-Stipe Card

Chip Card §

LaserCard

0 500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000 4,000,000 4.500.000




This tremendous capacity of the laser-card is significant for two reasons:

1. There is capacity to use the card for many programs, thereby spreading the cost and
making the technology more cost-effective.

2. Part of the capacity can be used to improve the data integrity and security of the card
through such possibilities as digitized signatures, thumb-prints, voice prints or pictures
making it virtually impossible for anyone but the card owner to use the card.

The Laser-Card utilizes WORM (Write Once Read Many) technology. Information entered into
the card can be amended but not altered nor erased. WORM provides for a complete. practically
indestructible history (audit trail) of all activity entered on the card. Unlike the Magnetic Stripe
and the Chip-Card, the laser card is impervious to data loss from the effects of static electricity.
Any unauthorized attempt to enter or modify information results in an automatic disabling of the
card’s functional capacity, making it useless for accessing any benefits left on the card.

Additionally, the card has Calendar-Releasing capacity. This means benefits on the card can be
tumed on or tumned off based on programmed dates within the card itself. Examples of potential
uses are:

. Cash and food stamps can be turned on automatically on prescribed dates and accumulated
until redeemed

*  WIC benefits can be tumed on automatically and then also be turned off automatically
upon reaching expiration date. Unused expired benefits would no longer be redeemable by
the holder

. Children reaching a certain age can be automatically discontinucd for benefits.

*  Benefits issued through the card could be integrated with other programs, i.c., the card
can be made to check the status of whether a positive condition of client compliance exists
prior to releasing benefits.

Unlike the Chip-card, the laser-card dimensions arc such that they can fit in the Mag-stripe readers.
The Delaware plan is to include a Mag-stripe on the card so that it can be used in existing ATM
machines to issue cash bencfits. Until banks move to the laser-card to reduce their own liability for
fraud and abuse of credit and debit cards (an arca that is getting a lot of discussion recently), the
laser card when used in an ATM machine will not be able to take advantage of the potential for
things like signaturc verification or thumb-print verification to improve sccurity. This will not.
however, negate the use of those sccurity features for Food Stamp and WIC redemptions.



Laser Card Technology Can Enable Cost-Effectiveness Through Multi-
Program Use

The laser card's large memory capacity provides the potential for storing a life-time worth of
information, including:

J Comoplete history of AFDC. FS, WIC transactions

. Complete individual and family medical history

Complete history of immunizations

Pharmaceutical records of each prescription issued

Unemplovment benefits, Section 8 Housing, Social Sccurity, ctc.

Radiology records with x-ray images (a large number of x-rav images could fill the card)

Obviously, with the potential to store this amount of data and support the vast array of programs
that the capacity enables, the cost of the card and its supporting infrastructure can be amortized
over more programs and greatly contribute 1o the cost-cffectiveness of the technology. This is
particularly important for a state like Delaware where the number of participants in any single
program is not sufficient to employ other types of electronic benefit transfer technologies cost-
effectively.

It is anticipated that the card would take one of two possible dircctions after its full implementation
in the Department of Health and Social Services. It could become a social services and health card
that would be used not only for public-sector programs but also for private-sector social service
and health programs. In this case the public-private partnership already forged with the Nemours
Foundation would be a likely first use within the private scctor.

Another possible direction is for the card to encompass other governmental programs. An
individual's card could contain the information necessary to interact with other agencies of
Delaware state government. It could for example also be the card-holder's automobile license and
contain his driving record. It could be used to issue uncmployment benefits, serve as a library

card, or contain pre-paid toll fees for using the state's toll roads.

Each of these dircctions will be explored in greater detail as the State's experience with this new
technology develops. The initial efforts will be to prove the utility in delivering Food Stamp and
WIC benefits.

Since the card will also include a Mag-stripe, a possible sccond phase of the project will be to
issuc AFDC and GA benefits through the existing ATM networks.



Laser Card Technology Can Virtuallv Eliminate Unauthorized Use

PROGRAM INTEGRITY:

The LASER CARD can incorporate the standard Personal Identification Number (PIN) and the
external photograph ID. However, the Laser Card also provides advanced technology for
preventing fraud and abuse. When implemented. this technology makes it virtually impossible for
unauthorized use.

First, a few of the many types of personal ID not available on the Magnetic Stripe nor the Chip
Smart Card:

* A color, unalterable color photograph ID  digitallv encoded into the card for display on a
computer CRT at time of use. _

* A thumb or finger print digitally encoded into the card for an automated comparnson of the
print of the card user.

* A digitally encoded signature for an automated and or visual comparison of the signature
of the user.

Such personal ID's can be universally implemented on a population-wide basis or restricted to card
holders having a pattern of card loss. theft, and/or suspected abuse. The LASER CARD
addresses the question of how to issue benefits to suspected abusers without having to revert to a
two issuance system, namely electronic and paper. Another viable opportunity, under a State-wide
demonstration , is to implement variable ID options in sclected test areas for comparison with cards
having no ID requirements and standard PINs in control areas. We belicve such tests and controls.
in a State-wide project, provide excellent opportunity, in a real world setting, to evaluate the
margins of effectiveness and costs of ID options in controlling fraud and abuse.

Second, the use of the Universal Product Code (UPC), used on products eligible under the WIC,
Food Stamp, and many Medicaid scrvices. encoded into the card enhances the correct delivery of
benefits. By issuing and redecming benefits by UPC. agencies can assure recipicnt purchases and
vendor payments are based on exact program specifications. This feature is not available on the
Magnetic Stripe Card.

Third, there is an available feature of a periodic. perhaps monthly, access code provided to the
recipient requiring user interaction to download the benefits from a Central Data Base. This
access code. which is in addition to the PIN. is provided to the recipicnt scparate from automated
systems. For example, delivering the access code via the mail could verify residency requirements.

The Laser Card and Regulation E

A major concern to States involved with EBT is the impact of proposed changes in applving
Regulation E requircments to EBT programs. Regulation E, as established by the Federal Reserve
Board. presently applics to commercial credit and debit cards. The regulation limits card holder
liability for unauthorized usc of a lost or stolen crediv/debit card provided its loss is reported in a
timely manner. When a card is reported as missing within two working days the card holder's risk
is limited to the first $50 of unauthorized purchases with the liability of risk in excess of $50
assigned to the card issuer.



Currently, EBT projects are exempt from Regulation E.  This exempt status places all nisk for
unauthorized benefit card usage on the card holder. However, the Federal Reserve Board is now
considering including EBT under the Regulation with a decision due in the next few months which
would transfer substantial liability from the client to the State agency issuing the EBT card. Some
states, including Maryland. have indicated that without some relief from these risks. their EBT
programs may be in danger.

This is a cause for concern because with a Magnetic Stripe or a Chip Smart card. access to ATM
and POS benefits is controlled by the use of the Personal Identification Number (PIN). EBT card
issuers are worried that their clients will scmehow compromise the PIN in a way that the EBT card
can be used in an unauthorized way. with the liability to replace the lost benefits assigned to the
state.

The Laser Card. using the potential secur:zy features discussed previously, greatly reduces the risks
associated with Regulation E.



Delaware Long-Term Plan, & Scope of Phase |

Delaware's long-term plan is best represented by the tentative schedule established for the
Delaware Card-ONE project and indicated below:

PHASE I: Food Stamps and WIC

The scope of Phase I includes only Food Stamp and WIC benefits. In this phase. both Food
Stamp and WIC benefits would be delivered through the laser portion of the card. The Mag-stripe
portion of the card would be used in Phase IT when cash benefits would be added and delivered
through ATM machines. While this concept paper details Phase I onlv, it should be viewed in
the context of the entire plan.

Concept Paper: July - August 1993,

Formal Application Document: September - October 1993.
Feasibility Study: November 1993 - January 1994.
Decision Point: Proceed or Not.

Request For Proposals: January 1994 - July 1994,

Implementation APD: August - October 1994,

Development: November 1994 - April 1995.

Implementation in Area | (Cards Used By Clients) Apnl 1995 - Januany 1996.
Evaluation: (Continuous) June 1993 - February 1996.

Decision Point: Proceed or Not.

Implementation of Areas 2, 3, and 4 Will Follow With Modification to the
Implementation Plan Being Made Based on Previous Area's Evaluation.

PHASE II: AFDC, GA, and Child Support
PHASE III: Medicaid and Immunization History
PHASE IV: Private Sector Health agencies or other State agencies

A policy decision would have to be made before Phase IV to decide if the card should be a health
and social services card or a Delaware government services card.
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. ..Advantaﬁes of Delaware as a Demonstration Site

Delaware has two primary advantages for being a pilot site for technologies such as the laser card.
First, Delaware is widely recognized for its ability to integrate its systems, both in terms of the
storage of the data and in terms of the actual delivery of services through common service delivery
sites. This demonstrates the desire and ability of Delaware's different programs to work together
for the good of the client. In many states achieving such cooperation would be a major political
undertaking. Delaware has already made these linkages at the data and the service delivery level
and most importantly at the management and staff communication levels. The importance of this
cooperation from a client perspective is shown in the following figures:

For every 100 WIC clients in Delaware:
44 also receive Food Stamps
35 also receive AFDC
63 also receive Medicaid benefits

Second, because of Delaware's size, an incremental pilot can be conducted at minimal cost and
risk. Even when the final phase of the test is being conducted and actual Statewide issues are being
tested the small size of the whole State allows this test of Statewide issues to be done on a
“county-sized" client population.

History of Program Integration:

Since 1984 all major new DHSS systems have used the Master Client Index system in which each
client receives one identifying number when first entering the system. All programs use this
number, thereby allowing the Department to cross-reference its clients across programs. This
provides for a level of program integration practically unheard of in any other state.

For example, a caseworker who is screening a client for the WIC program can eastly see via this
system if the client is receiving or has received AFDC and Child Support services, and may even
be able to access those systems for detailed information on benefits and payments. Likewise, when
the WIC case is opened, caseworkers from other agencics are able to view WIC participation.
This promotes coordination of services across program and reduces data redundancy.

Furthermore, using the common identifier, DHSS is able to analyze service utilization patterns
across all programs.

The Master Client Index system and related systems are supported by a network of 2000 personal
computers (1500) and terminals (500) at over 40 locations. These devices are integrated through a
communications nctwork of LANs that spans the entire state and allows managers, administrators,
and direct service staff to exchange clectronic mail, share applications, and access host and LAN-
based systems regardless of their physical location.
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Test State-Wide Issues On a "Countv-Sized" Population

Another advantage of using Delaware for this demonstration project is that a reasonable sized pilot
can be conducted but it can test all the features of a full state-wide implementation. In most
instances where a pilot is done with only one county in another state. the population covered may
be as large as the population in Delaware, but only the county aspects of the system are tested. By
using the full state in this pilot. state-level issues are tested as well as county-level issues. Policy
decisions. commitment to the project, the use of management information are all issues that have a
slightly different perspective at the state level than they do at the county level. Delaware is small
enough to have a manageable project that addresses these state-wide issues. The advantages of
Delaware's size are highlighted by the fact that the Governor has already expressed his support for
the project. the State Legislature and Senate have already passed a Joint Resolution supporting the
_project. and the State Chambers of Commerce have expressed their support and requested briefings
on the project. Delaware Card-ONE is already off to a good start on a statewide basis.
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- IL Food Stamp Procedures To Be Changed Or Waived

As a Demonstration Project a waiver of certain requirements in 7 CFR 274.12 and 277.18 is
anticipated. The Delaware Card-ONE demonstration project will seek waivers to 7 CFR Sections:

277.18 Establishment of an Automated Data Processing (ADP) and Information
Retrieval System. DHSS is requesting a general waiver in the expectation that USDA FNS will
provide demonstration project guidelines as to which specific sub scctions under 277.18 the State
will be required to meet in qualifving for a demonstration pilot. Additionally, it is anticipated
additional assistance in determining waiver needs will be received from outside contractors for the
Formal Application and Feasibility and processes.

274.12(c)(3) and (c)(5) Requiring Cost Effcctiveness. Delaware believes the proposed
Laser Card EBT system. in a longer term environment. will be cost neutral when compared with
issuing paper benefits. At the same time it is recognized that getting a new, untested technology
implemented and operational requires time for proper evaluation and fine tuning. Thercfore. a
waiver of the requirement that Federal cost for EBT not exceed its cost for a coupon system Is
requested until all four project areas are implemented and evaluated.

274.12(f)(3) - POS Receipt Information. This rule does not permit the names of household
members to be displayed at the terminal except when a signature is necessary to complete a manual
transaction when the system is down. One of the project areas in Delawarc's proposed
demonstration includes the testing and evaluation of enhanced security features. One of these
features is an electronic signature validation which compares the clients signature imaged in the
Laser Card with the live signature of the individual using the card . It is not expected that the
name will be displayed any more than the signature is displayed when signing for a purchase via a
standard credit card. In order to test and evaluate the signature security feature, a waiver of this
rule to permit the names of houschold members using the card to be signed on an electronic pad is
requested.

274.12(g)(3) and (4)(i1)(C) Border Stores. Under this rule the State is required to
negotiate with border stores (in an neighboring state or outside the EBT project area) a mutually
agreed level of POS terminal deplovment. The rule's implication is to avoid the disruption of
shopping patterns for households residing in the project arca but shopping outside either the project
area or outside the State's boundaries. Delaware Health and Social Services agrees that food
retailers bordering on the EBT area and which are necessary for rccipient food access must be
equipped regardless of State boundarics or project boundarics. DHSS also believes the decision to
equip food retailers should be based on meeting household needs and not necessarily household
convenience. As part of the demonstration project. a concurrent survey of food stamp houscholds
will be conducted to determine shopping patterns of houscholds living within the EBT area. Itis
also intended to use the results of concurrent evaluations to implement ways not to disrupt
household access to food retailers or increase their food or transportation costs. During the
demonstration, DHSS requests a conditional waiver of cquipping border stores based on not
disrupting necessary shopping patterns nor increasing houschold costs in acquiring food.
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274.12(h)(1) System Processing Speeds. It is believed the completed Laser Card EBT
system will meet and beat the processing speed standards established by this rule. However it is
also felt that during the implementation and testing phases, there may be times when the svstem
will be slower than the standards. Accordingly, DHSS requests a waiver of this rule for the
periods of time each project area is being implemented. It is expected that the processing speeds
standards will be met in each area before implementing the next project area.

These waiver requests for 7 CFR 274.12 represent those which are readily identifiable dunng the
Concept Paper design. Other requests for waivers may be made at the Formal Application and/or
Feasibility Study stages when there is opportunity to gather additional information from other EBT
projects based on specific requirements.



III. Test Plan

FOOD-STAMP/WIC AREA AND POPULATION

Delaware operates a single state-run program with relatively small Food Stamp and WIC
populations. The Food Stamp caseload is 19,600. The WIC caseload is 3,100 Women and
12,400 Infants and Children.

In Delaware's Food Stamp Program. the average case size is 2.9 clients with an average case gross
monthly income of $542. The FS population is served by 511 retailers with the following monthly
redemption values:

440 stores @ $0 - $10,000:
53 stores @ $10,001 - S $50,000;
15 stores @ $50,001 - $100,000; and.
3 stores over $100.000.

The WIC Program is served by 77 retail vendors and 15 pharmacies statcwide.
While a statewide test is the most appropriate way to implement laser card technology in Delaware,

risk will be managed by phasing in the implementation of Delaware Card-ONE in portions of the
state over a period of several months.

PROJECT AREA PROPOSALS

The test plan for Delaware Card-ONE is to break the total test into 4 pieces. each being conducted
in a different area of the State and each testing a different aspect of the technology. A brief
description of the different areas and items being tested are included in the tablc below:

AREA DESCRIPTION TEST OBJECTIVE
1 Most Of Kent County Provider Acceptance. Client Acceptance. Basic Technology Feasibility
Sussex County Compatibility and Interface With Border State Vendors
3 New Castle County Enhanced Sccunity Features (Imaged Pictures, Electronic Signature
Except Wilmington Validation or Thumb Print
4 Wilmington Viability of Technology in Inner-City Area Characterized by Small "Mom
and Pop" Comer Grocery Stores. Application of Systems to State-Wide
Management Information Svstems and Policv Development.
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The program demographics for the four areas are included in the table below:

Area 1 Area 2 Area 3 Area 4 TOTAL

Kent County Sussex Hudson and Balance New

County De La Warr Castle

County
14% 24% 23% 38% 100%

POPULATION TO BE SERVED

Food Stamp Cases 2,818 4,783 4,512 7,476 19,589
WIC Cases (Extrapolated) 2,226 3,778 3,563 5,904 15,471
WIC -- Vendors ' 77
WIC -- Pharmacies 15
Avg. Food Stamp Case Size 2.64 2.63 2.47 2.39% 2.49
Avg. FS Case Gross income $562 $605 $519 $495 $542
Total FS Stores 90 112 99 210 511
with $0-$10,000 redemptions 78 92 86 184 440
with $10,001 - $50,000 redemptions 8 16 9 20 53
with $50,001 - $100,000 redemptions : 3 4 3 ) 15

with over $100,000 redemptions 1 o] 1 1

In addition to testing these area-specific items. there is an overall evaluation plan on page 19.

Delaware Health and Social Services proposes doing an extensive evaluation after the first
implementation stage in Area 1(Kent County). A decision to continue the project, terminate it. or
delay it will be made at this point. If the first implementation stage is deemed successful. the
project will be phased into the other counties in accordance with the recommendations from the
preliminary evaluation.

TERMINAL DEPLOYMENT

At a minimum, terminal deplovment in stores will meet requirements found in 7 CFR
274.12(g)(4)(i1). Specifically, all lanes shall be equipped for those retailers for whom food stamp
redemption s comprise more than 15 percent of their total food sales. For those stores having food
stamp sales below 15 percent of total food sales. supermarkets will be equipped with one terminal
for every $11,000 of monthly food stamp redemption up to the number of lancs per store.
Supermarkets are those food retailers which identify themselves as such when applying to USDA-
FNS to participate in the Food Stamp Program. All other food retailers will receive one terminal
for every $8,000 of monthly food stamp redemption activity up to the number of lanes per store.

This proposed minimum terminal deplovment to meet CFR requirements is not meant to preclude
the State of Delaware from submitting an alternative deplovment formula for FNS approval (as
provided under 7 CFR 274.12(g)(4)(ii)) as long as the alternative does not provide fewer terminals
than the FNS formula. Also the proposed minimum terminal deployment does not preclude food
retailers from adding terminals at their own expense.
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Evaluation Plan

Both a process and outcome evaluation will be performed by an external evaluator. There will be

two parts to the evaluation. 1) A preliminary evaluation will be conducted at the end of the first

phase of implementation (in Kent County). If the project is deemed successful, the project will be

phased into the other counties in accordance with the recommendations from the preliminary
~evaluation. 2) A final evaluation report will assess the entire project.

Purpose:

To describe EBT system design, development. and operations as compared with current
issuance system.

Assess the impacts of the test system
onall prbgram stakeholders. (Program stakeholders are identified as Food Stamp and WIC
program participants, retailers, and Food Stamp and WIC program staff. Additionaily, the
input of Advisory Committees representing participant and provider constituency/advocacy
groups will be actively sought.)
Compare the cost effectiveness of the test svstem and current issuance svstem.
Provide assistance in defining and exploring alternatives.
Evaluation Questions (Immediate impacts).
Does the laser card:
1) improve convenience in receiving and redeeming benefits?
2) improve security in receiving and redeceming benefits?

3) eliminate the need to deliver Food Stamps by mail and reduce cost of postage?

4) decrease social stigma. enhance self esteem, and further preserve a client's privacy and
dignity?

5) simplifyi DHSS's administrative and operating procedures in authorizing and
distributing benefits?

6) improve redemption and payment activitics for retailers participating in the Food
Stamp and WIC programs

7) reduce costs of Food Stamp coupon storage
8) reduce audit costs

9) reduce fraud and abuse
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(Long term impacts - if the system is expanded to other benefit programs)

Does the card:

1) reduce traffic flow in banking institutions and provide one-stop shopping for all
programs and benefits?

2) provide a seamless system for clients to receive and redeem benefits through one
medium simultaneously?

To further manage the risk one task of the feasibility study will be to carefully evaluate the
feasibility of the phase-in schedule and the planned statewide test.
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IV. Preliminary Cost/Benefit analysis

There are many programmatic benefits to Delaware Card-ONE. Listed below are some of the
more obvious benefits:

Phase I Programmatic Benefits

e The laser card has the capacity to store WIC benefits in the form of Universal Product
‘Codes (the bar-codes that appear on food labels). At the time of purchase, the retailer's
scanner compares the purchased product UPC against the authorized benefit UPC. When
the UPCs exactly match, the local terminal reduces the benefits available from the card
and credits the benefit to the vendor's local data base. This UPC match requirement
assures benefits meet exact program specifications.

. Through the use of the UPC, the laser card can assure Food Stamp benefits do not
supplant WIC benefits.  The card comparatively discriminates by first checking the UPC
for availability under WIC prior to checking the product's eligibility under Food Stamps.

. Since the UPC is universal and consistent for a specific product. it would be possible for
the WIC recipient to redeem benefits at any provider carrving that product. This would
allow the client to shop with a provider of choice based on convenience or based on
product availability. Alternatively, the card could contain provider codes that must match
to ensure that WIC recipients only shop at contracted retailers.

. Because the laser card has the ability to track the addition and redemption of benefits . and
maintain accurate balances, recipients can use WIC benefits as needed. This is an
improvement over the fixed benefit voucher system which rcquires, at the time of
redemption. any listed benefits on the voucher not used are lost to the client.

. The laser card benefits the Food Stamp client by providing improved benefit sccunty over
paper vouchers which can be stolen or lost or trafficked all of which may result in
unauthorized use. Additionally, the Food Stamp recipient gains greater convenience and
sense of dignity at the checkout by using the same payment technology enjoyed by
mainstream customers.

Service providers will find the card system more convenient and more efficicnt in serving
customers and in processing reimbursements. Reimbursements will be prompt and secure.

Future Programmatic Benefits

. For the Medicaid client the card provides a portable health record and assured
documentation of cligibility. The Medicaid population may also dircctly benefit from the
potential expansion of providers willing to participate in an automated system.
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*  The AFDC client will find the card offers greater sccurity in both the delivery and the
redemption of benefits. First, the delay or loss of a paper check in the mail is eliminated.
Second, cash benefits can be drawn as needed rather than all at one time when a check Is
cashed.

Cost Benefits When Compared With Existing Issuance System

Delaware Health and Social Services recognizes that cost effectiveness from a single program is
questionable and real cost savings from any form of Electronic Benefit Transfer would be realized
in a multi - program environment. A laser card with a Mag-stripe, as envisioned for Delaware
Card-ONE, is the most cost-effective EBT system. Because of its capacity and security features.
it can effectively and efficiently process all programs' benefits from the most complicated
prescriptions to the simplest cash transaction.

A detailed Cost Benefit Analysis will be conducted in the feasibility study. Analvsis of costs
provided by Maryland (On-Line- Mag -Stripe) and Wyoming (Off-Line Chip Card) WIC pilot
demonstration was done. This is summarized in the table below:

Issuance Cost reported in previous cost benefit analysis:

Paper Benefit Cost
per Food Stamp case-

On-Line Mag-Stripe
Cost per Food Stamp

Off-Line Chip Card
Cost per Food Stamp

month casc-month case month
Marvland $5.53 $3.44
Wvoming $3.71 $2.05 Projected $1.46 Proiected

A primary cost savings factor in the Wyoming analvsis was telecommunication costs. Total On-
Line telecommunications cost was $317,600 as compared with $32.900 for Off-Line.

Preliminarv Estimates of Delaware Card-ONE Costs

The projected per store lane cost of sctting up a basc-line system is $3000. This includes the card
reader-writer, personal computer, and software. There is an cconomy of scale based on the fact that one
personal computer can service numerous reader-writers in one store. Given an estimated amontization of
60 months and imputing equipment and software maintcnance cost, a monthly cost of about $60 is
projected. This compares favorably with Maryland's Off-Line per lane costs (based on offers to lease
Maryland compatible EBT equipment to Delaware border stores) of $50 per mionth,

Table I on the following page shows the Food Stamp and WIC populations to be served. cquipment
needed. and a preliminary project budget.  The information is Statewide. broken down into the proposed
test arcas. The preliminary budget is based on the best estimated costs available using past contractual
experiences and information provided by other states in the EBT process.

Bascd on the information developed in Table I. The projected Food Stamp and Per Case Month cost of
Laser - Card EBT (excluding cquipment and development) is $2.04. Including the cquipment and
development as amortized over five vears, the cost is $3.57. Thesc costs assume a Food Stamp card
monthly use of 7 as reported by Ramsey County, MN and/or the Wyoming experience of 3.4 monthly
usage of WIC EBT card.
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Table I summarizes the cost for the entire test by implementation arca. The application and feasibility

step will cost $100,000. The test in area 1 has an estimated cost of $885.328. The full test has a total

estimated cost of $4.4 million.

Phase I Delaware Card - ONE
Statistical & Budget Data

Application Area 1
& Kent County
Feasibility
14%
POPULATION TO BE SERVED
Food Stamp Cases 2,818
WIC Cases (Extrapolated) 2,226
WIC -- Vendors )
WIC -- Pharmacies
= A9Q. Food Stamp Case Size ~ =~ 7 v e e ——e 2.64
Avg. FS Case Gross Income $562
Total FS Stores 90
with $0-$10,000 redemptions 78
- ----with $10,001 - $50,000 redemptions 8
__with $50,001 - $100,000 redemptions_ 3
" with over $100,000 redemptlons 1
EQUIPMENT NEEDED
Laser-Card Reader/Writer 131
PC's 90
Secunty Devices
PRELIMINARY PROJECT BUDGET
Contractor assistance with Planning $100,000
—....Contractor. software developmant . 45,000
Contractor marketing, training, set-up 28,771
Contractor evaluation $20,000
Annual Contractor fiscai agent costs $65,503
Annual cost for 24-hour hotline & field support $7,193
Equipment for Stores $424,580
Security Devices
Annual Maintenance on Equipment 7% $29,.721
Annual Telecommunications Cost $21,578
Client Cards 25,000 $10,789
Contractor Training for clients $7.193
State Staff Salaries and Benefits $200.000
Travel, supplies, misc. $25,000
TOTAL $100,000
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Table I

Area 2 Area 3 Area 4
Sussex Hudson and Balance New
County De La Warr Castle
County
24% 23% 38%
4,783 4,512 7.476
3,778 3,563 5,904
"+ 2.63 2.47 - 2.39
$60S $519 $495
112 99 210
92 86 184
16 9 20
4 3 S
o] 1 1
162 133 284
112 99 210

112

10,000
48,834 46,066 76,329
$7.500 $7,500 $15,000
$111,179 $104,880 $173,777
$12,208 $11,517 $19,082
$525,780 $438,955 $935,870

$112,000
$36,805 $30,727 $65,511
$36,625 $34,550 $57.247
$18,313 $17,275 $28,623
$12,208 $11,517 $19,082
$100,000 $100,000 $100,000
$15,000 $10,000 $25.000

$885,328 $1,046,452

$812,987 $1,515,5

TOTAL

100%

19,589
15,471
77

15
2.49
$542
511
440

53

15

3

710
511
112

$100,000
$55,000

$200,000
$50,000
$455,339
$50,000

$2,325,185
$112,000
$162.764
$150,000

$75,000
$50,000

$500,000
$75,000

$4,360,288



V. FNS Action Requested

INITIAL FUNDING

A Rewvised Demonstration Project Budget will be submitted with the Formal Request For
Application. Initial Demonstration Project funding of $100.000 will be requested to cover:

J Contractor costs for assistance in submitting a Full Application, estimated at $20.000.
o Contractor costs for the Feasibility Study, estimated at $40.000.
. The first year costs for the Project Evaluation is estimated at $15.000.
. [nitial travel, equipment, and supplies are estimated at $25.000.
ACTION REQUESTED

| Delaware is asking FNS for an indication of interest
in receiving a Full Application to obtain $100,000 |

+

funding for the Application and Feasibility Study |

project.

22



Appendices:
Electronic Benefits Transfer Task Force
- quintl__S_ena_t"e-House Resolution #36
Delaware Card-ONE - Potential Technical Approach

DHSS EBT System Data Flow Diagrams
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DELAWARE HEALTH
AND SOCIAL SERVICES

CTEICE OF T=E SECRETARY

ELECTRONIC BENEFITS TRANSFER TASK FORCE

Established: May 1. 1993
Termination: January 15. 1996

el

Secretary. Delaware Heaith And Sociai Services

BACKGROUND A review of the opportuntues of Electronic Benefits Transfers (EBT) technolomes
indicates Delaware Health and Sociai Senices could benerit by the use of an Off-Line electronic benedt
issuance svstem. The intent of establishing 2 svstem 1s 10 improve the access to and the delivery of heaith
and social senvices throughout Delaware.

DHSS is placing itself to take eariiest opportunity of Laser Card. Off-Line technology bv
establishing a Steering Comumuttee to initiate a joint Food Stamp-WIC pilot demonstration project.
Eventually. the technoiogy is targeted to deliver all benetits and heaith records for every eligible family on
one electronuc benefits card.

The significant 1ssues are: (1) [mproving the delivery of services: (2) Getting the providers
(retaulers. etc.). and the stakeholiders (clients. etc.) to form pannerships/consensus: (3) Establishing
traiung programs for DHSS starf. clients. and prowiders: (4) Getting a 100 per cent federal grant.

GOAL  The purpose of this Committee 1s to establish a Laser Card. Off-Line joint Food Stamp-WIC
Electronic Benetits Transfer pilot project wath the capabulity for future expansion into other programs.

EVALUATION The Commuttee shall establish a formal evaluation process for the purpose of
idenufying and companng impacts of the test system and for the purpose of obtaining assistance in terms
of defining and explonng alternatives.

CHARGE  The Commuttee is charged to:

* Implementa Smant Card. Off-Line )oint Food Stamp-WIC EBT pilot demonstraton project
with the first client use on or about Apnil 1. 1995. The technology selected should lend itseif to
future expansion for delivering all benetit services (public and private), to the nght famuiv, at the
right ume. ctficicntly, on one card.

*  Esublish a project organization consisting of a working committee and several advisory
comumittees.

* Obtawn a 100 per cent federai demonstration grant.



ELECTRONIC BENEFITS TRANSFER TASK FORCE

*  Establish provider partnerships.

*  Obtain stakeholders' consensus.

*  Esuablish training programs.
MILE STONES

*  Concept Paper: June 1993

*  System Design: August 1994

* Deveiopment: March 1995

. Impiementauon; Apnl 1993

Final Evaluauon: Januarv 1996

TERMINATION  The funcuons of this Commirttee wiil terminate on or about Januarv [5. 1996 with the
compliéuon of the tinal evaluauon report.




DELAWARE HEALTH AND SOCIAL SERVICES
' ELECTRONIC BENEFITS TRANSFER TASK FORCE

Commirtee Composition

Name

Wayne L. Bergner. Chair

Barbara A. Paulin

Phyllis T. Hazel

Charles Komgsberg, MD. M.P.H.

Thomas K. Pledgie, Ph.D.

Carol Sipe

AfTiliation

Director. DMS
DHSS Campus
New Castle

Direcior. DCSE
DHSS Campus
New Casue

Director, DSS
DHSS Campus
New Castle

Director. DPH
Jesse Cooper Bldg.
Dover. DE

Director. DMR
Jesse Cooper Bldg.
Dover. DE

Director. Program Support
DSCYTF
Wilmungion. DE

Phone

302-577-4515

302-5774807

302-5774400

502-739-4700

502-739-4452

302-633-2503



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

SPONSOR: Sen. Bair & Sen. +42'i-way,

Sen. Connor . e0s.
Maroney, o} *into,
Schroeaer

DELAWARE STATE SENATE

137TH GENERAL ASSEMBLY

SENATE CONCURRENT RESOLUTICN NO. 36
REQUESTING THE DEPARTMENT OF HEALTH AND SOCIAL SERVICES TO CCNTINUE CEVEILIPING

DELAMARE'S ELECTRONIC ZENEFITS TRANSFER SYSTEM AS A MEANS OF DISTRISUTING
BENEFITS TO CLIENTS AND REPORT ITS PROGRESS TO THE OELAWARE GENERAL ASSgmaly.

designea to simpiify the access of tenertts for people receiving 200 $zamos,
AFOC, Meaicaid., WIC, etc.; ana

WHEREAS, EBT provides more efficient, effective, theft-proof ang ccn.entfent
methoo'of distributing cenefits for coth the client and local merchants; ing

WHEREAS, EBT Involves giving eacn client a “smart carg”. a cresit cirg
coded with the benefits that the client is entitled to recefve; and

WHEREAS, EBT eliminates the need for food stamps and other japer
authorizations for benefits, provides the merchant with daily cregits for
tems purchased. and gives the cllent more flexibil1ty with purchasing; 2ng

WHEREAS, EBT 1!s an effective tool !n eliminating the unauthortzea seiiing
and buying (trafficking) of food stamp coupons: and

WHEREAS, EBT s supported by the Food Marketing Institute and ts 1~ place
fn many states; and

NHEREAS, neighboring states of Maryland and New Jersey are going to the EBT
system and Delaware merchants would lose bustness If they are not part of the
EBT system; and '

NHEREAS, the Department of Health and Social Services is currently working
to establish "smart card” EBT tn Delaware for the goal of efficient and secure
benefits.

NOW, THEREFORE:

BE IT RESOLVED by the Senate of the 137TH General Assembly of the State of
Delaware, the House of Representatives concurring therein, that the Derartment

of Health and Soctal Services, In cooperation with the Mid-Atlant'‘c food
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Dealers Assoctation, be encouraged to continue Delaware's “tmart cargt 2T

system.
BE IT FURTHER RESOLVED that 'the Oepartment s hereby requested t»

report 1ts progress with the £BT system no later than August 15, 1993.

JYNOPSIS

This Resolutton requests the Department of Health and Sccial Services =2
continue deveicotng Delaware's electronic beneflts transfer System as a means
of distributing benefits t5 clients and report 1ts progress to tne Oelaware
Generai Assemoiy.

Author - Senator Balr
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Deiaware Card-ONE
Potential Technical Approach

A. Introduction

This document covers how laser-carg :ecnnotogy couid be used by DHSS to impiement
electronic benefits transter (EBT) in its Delaware Cara-ONE project. [t attempts to lay out
a complete and internaily consistent cutline of the EBT process. The aocument makes
certain assumptions ana these are notea for future verification. The purpose of the
document is to promaote understandging ana consensus on a potential tecnnical approach
for the Delaware Card-ONE project.

B. Overview Of DHSS EBT Pilot

The Secretary of DHSS nas establishea the goal of a joint food stamp/WIC pilot using
EBT and available for clients by Aprii 1, 1995. The pilot wiil electronically deliver and
redeem benefits assoctated with these programs. Each client household participating in
the pilot will be issued a laser-card with an encrypted personal identification number
(PIN) and a magnetic stripe’. The laser-card wiil be used to record transactions
representing benefits aliocated and benefits used. Vendors participating in the pilot wiil
have one or more laser-card reader/writers integrated with their point of saie? (POS)
systems. This integration wiil allow the use of existing financial networks both to
transfer funds from client accounts to vendor accounts and to provide feedback to DHSS
on benefit use.

C. Rationale For Using LASER-CARD Technology

A question that recurs in discussions of the DHSS LASER-CARD pilot is why are we
looking at new technology instead of following modeis such as Maryland (magnetic stripe
cards and an online central system). One answer is that laser-card storage capacity
makes it possible to "piggyback” on existing commercial POS capabilities. The US Office
Of Technology Assessment publication 'Electronic Delivery Of Public Assistance Benefits’
(1988) defines a piggybacked system as "... one in which major elements of the system
... are shared with commaercial systems (bank ATM networks, retail debit-card/POS
systems, etc.).” It refers to ... lower total costs per transaction because of increased
network utilization and shared capital costs ..." as a potential benefit of piggybacking.

in the DHSS EBT pilot the food stamp balance, as well as the more complex product

balances needed for WIC benefits?, wouid be maintained on each EBT card, and would

thus be available for real-time verification. This increases the likelihood that DHSS couid
by piggybacking on commer  POS networks, eventh  where




transactions are batched for later settlement through an automated clearinghouse. A
custom developed ‘third party’ system (ontine and reai-time during retail business hours)
for administration of the program would be avoided. This means the highly visibie down
time and slow response time situations inherent in operating such a system would also
be avoided.



D. How The DHSS EBT Pilot Would Work

This section provides a description of the main processing steps in the DHSS EBT
system. The five data flow diagrams provided at the end of this document subpiement
the material in the section. The first diagram provides a processing overview and the
remaining four correspond to the four steps described beiow.

1. Client Enroliment

When clients are first enrolled in a program, their initial benefits are downloaged at the
time the cards are issued. These benefits would be in the form of transactions written
on the laser-card. At a minimum, each transaction would include the following items:

e Type (food stamp or WIC) ¢ Universal product code (UPC) for WIC
e Date & time benefit availabie » Date & time benefit expires
* Benefit amount {dollars for food stamps; product guantity for WIC)

Since a time period is associated with each benefit amount, future benefits could be
allocated during the enroiiment process.
ASSUMPTION: timea control of future benefits provides sufficient security?

At the point of downioading of initiai benefits, an account with a fiscal agent would be
established with funds allocated corresponding to the benefits.

2. Benefit Use

- When making a purchase, the client would present the laser-card for a visual check by
the clerk. The card would be inserted in the reader/writer and the client would enter the
PIN. Custom POS software would then perform the following functions:

a. Confirm client identity by matching the entered PIN with the PIN on the LASER-CARD.

b. Determine the client’s current food stamp balance, as well as the current WIC balance
for each product category. This is done by reading from the LASER-CARD the onginal
benefit transactions for the time period, along with any matching transactions
representing benefit use.

Cc. As purchases are scanned, use the UPC to identify food stamp and WIC products by
category and maintain a running total of the dollar amount for each category (and of
the quantity used for WIC product categories), up to the benefit limits on the card.
This step would include applying WIC benefits first.

ASSUMPTION: every UPC maps to at most one WIC type and sub-type?

d. Write a transaction for each product category on the LASER-CARD At a minimum,
each transaction would include the following items:



e Type (food stamp ar WIC) » Universal product code for WIC
e Current date & time ) Dolla_r amount
¢ Product quantity (for WIC)

e. Simultaneousiy record these transactions, along with case identification information, at
the local POS saie system.

f. Flag the specific products from step c on the printed cash register receipt. Print the
total dollar amount, the dollar amounts from step c for food stamps and for WIC and
the net casn due. Print the remaining food stamp dollar balance for the period ana the
quantity baiances for eacn WIC product category. Also print the dates wnen these
balances expire.

ASSUMPTION: existing procedures for invalidating lost and stolen
cards in ‘batched’ POS systems are adequate?

3. Settlement

The local POS software would use the information saved in step 2.e to generate standard
POS settlement transactions and merge these with similar transactions generated by the
store’s magnetic stripe based system. The only unique aspect would be separating WIC
from.food stamps, further splitting WIC by product category and using one of the two
reference fields provided in the standard POS settlement record* for WIC product
quantity. The existing financial network would provide for the debiting of client
accounts and crediting of vendor accounts. DHSS would obtain: the food stamp and WIC
PQOS transactions in electronic form from the fiscal agent.
ASSUMPTION: at least one reference field would be available
in POS systems used in Delaware?
ASSUMPTION: this provides DHSS food stamp staff and WIC
staff sufficient information on benefit use?

4. Benefit Replenishment

As the initial benefits allocated in step 1 are used, the system must provide for
replenishing these benefits. For food stamp benefits, the replenishment method wiil
depend on the mix of real-time versus 'batched’ PQS systems used in Delaware. In the
ideal case, real-time systems would be generally available to the extent that all clients
would have access to a vendor with such a system at the time replenishment was
necessary. Transfer of the new allocation of benefits could then take place through a
real-time POS system.

Until real-time POS systems are generally available, clients would need to visit locations
(such as service centers) where special reader/writers, directly connected to DHSS's
central system, would be available to download the new allocation of benefits.5



For WIC benefits, clients wouid periodicaily return to their clinics for benefit
replenishment. By initially downloading future benefits as described above, the 'period’
could be of any length and could vary by client, but a visit to the clinic on some cycle for
every client wouid be necessary. Since WIC benefits cover multiple categories and are
not expressed in dollar quantities, it is uniikeiy they could be transferred througn the
financial network.

ASSUMPTION: the client visit requirements described in this section

are acceptable?

For both food stamp and WIC benefits, funds matching the replenished benefits would be
allocated to the fiscai agent invoivea.



E. Summary

The computer software supporting the process outlined above invoives three segments:

1. Outbouna interfaces are needed for existing DHSS food stamp and WIC systems.
These interfaces would replace issuance of paper benefits with downloading of these
benefits to the LASER-CARDs of clients in the pilot.

2. Inbound interfaces are also needed for these systems 10 accept and process
information from the fiscai agent on the use of benefits.

3. POS software s needed to provide the functions describea above.
ASSUMPTION: vendors wiil accept DHSS-provided POS software or
will agree to modification of their existing software?

The process thus attempts to preserve existing DHSS WIC and food stamp soTtware,
limiting modification to interfaces. The process also uses the capabilities of the existing
financial network to ‘close the loop’ in terms of fund settlement and benefit usage
history. Vendors would not need a separate data communications link connected
direcﬂy or indirectly to DHSS. As long as their POS software provided the required
functions, they would not even have to be using the same POS system. While DHSS
gives up some control by piggybacking, it is hoped that the advantages make this a
favorable trade-off.

! The magnetic stripe gives the option of distnbuting cash benefits through ATM machines. This process,
if instituted at some point in the future, would have to be completely separate from the food stamp and
WIC benefits. To see why, suppose | have $100 in my cash account. | use my OMC for a purchase that
requires $15 in cash. |f the DHSS OMC system generates a $15 transaction for settiement, there wiil be a
time delay until my cash balance to is reduced to $85. This would give me a window during which | could
withdraw the fuli $100 from an ATM machine. This restnction couid be eliminated when ail POS systams
operate in a real-time mode (see next foomote).

2 The following is taken from a US Offica Of Technology Assassment publication entitled 'Electronic
Delivery Of Public Assistance Benefits’ {1988)

"... there are two distinct types of online POS systems. [n a real-time ontine POS system, all the
information to verify, reconcile and settle the transaction is collected and recorded at the time the
transacton is made. In principle, therefore, settlement between the customer’s and provider’'s accounts
can be done in real time. By contrast, in the batch or ‘electronic check’ type of oniine POS svstem,
information to venfy and reconcile a transaction is collected at the time the transaction is made. Batches of
transactions are subsequently ... processed for settlement by an ACH." (automated clearing house)

3 WIC benefits cover a four week cycle of packaged quantities of milk, cheesa, cereal, juice, peanut butter,
beans, eggs and baby formula expressed in various units of measure

4ACHRI :ACom GuideToR  And Regulations Goveming The ACH Network, 1393.



5 This departs from the onginal concept that clients could go to any reader/writer and have their benefits
replenished from information previously downioaded. Such a capability would require that benefit
information for all clients be aownioaded to ail venaor iocations.
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Data Flow Diagram Overview (7/30/93)
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DHSS EBT SYSTEM
Data Flow Diagram Overview (7/30/93)
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DHSS EBT SYSTEM
1. Client Enrollment
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DHSS EBT SYSTEM
2. Benefit Use
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DHSS EBT SYSTEM
3. Settlement
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DHSS EBT SYSTEM
4. Benefit Replenishment
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AUG 171993

Carmen R. Nazario

Secretary of Health & Social Services
Department of Health & Social Services
1901 North Dupont Highway

New Castle, Delaware 19720

Dear Ms. Nazario:

We have received your Electronic Benefit Transfer (EBT) Concept
paper which requests 100% Federal Financial Participation for
planning, design, and implementation of a joint off-line/on-line
system utilizing an optical memory card with a magnetic stripe. We
understand initially this system will deliver and reconcile food
stamp and WIC benefits with anticipated system expansion to other
benefit and service programs.

Copies of the concept paper have been forwarded to the Food and
Nutrition Service (FNS) headquarters for consideration. Also,
copies of the Concept paper have been distributed to regional WIC,
Financial Management (FM) and Information Resource Management (IRM)
staff for review and comment.

We appreciate Delaware's interest in exploring technology that
provides alternate methods for improving administration of FNS -
programs while enhancing benefit services and delivery.

We will advise you of .any.developments as they occur.

RALPH PICONE
Acting Regional Administrator
Mid-Atlantic Region

CC: Bergner .
Stultz*/
WIC
‘FM
IRM
Unit File
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Degaxr Ms. Jazaric;

This 1s . regpsase oo chz Zlsactrconic Benecfit Traunsisyr (E3T)
Concept Farer supmitted By vour Agency winich requested 1T
percent Iunding ¢ a demenstraticn oI off-line EBT Icor both e
Food Stamp -FSI; and WIC crcgrams. Althougn Delaware trcocvides a
novel apprlacnh o oilntegrating cne delivery ci geveral agsistance
programs cn cne cif-line, laser cgtical =BT card, we are noU
approving veour reguest fcr funding cf cthis proposal.

There are two reasons fcr thiis denial. 7Tirst, the Food and
Nutritica service (FNS) is not appruving nor funding any
additicnal Zdemenstraticns cf off-l:ine technology for food stamps
at this time. We have aprproved two 0ff-line EBT demonstracion
projects using the micrsocsmputer chip access card:  the expansion
of the cff-line FSP prosect in Dayten; and a joint FSP/WIC
projecs iz Wyoming. Unt:il ZNS has :the results from these
initiatives, no cther 02f-line system will pe approved fcr fccd
stamps.

Seceond, it is not clear to us that laser card technolcogy is more
suitable than smar:c card techneclogy £or delivering benefits tc
~he Food Stamp and/cr WIC crograms. Laser card technology is
certainliy less prevalent in the ccmmercial transaction grcocessing
environmenz. We are werking with several cther Federal agencie
in the Healtl Fassport Prcject cprcrosed ty the Western Governors!
Associaticn. The initial stage ¢t this rrcject consisis oI a
feagibility study which {among other things) will analyze the
benefits cf the various EBT technologies in serving multiple
programs in benefi: delivery and storing and tracking recipient
informatica. Whils we are not ready to rule out the potential of
Laser cptzcal :tachnology for off-line systems, we must [irst see
whether it offers sufficient advantages cver smart cards, which
also store large amounts c¢f£ information and are reusable, tc
warrant pursuing for ocur programs. We hope the feasibility study
will provide the answers.
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