MANAGING AN EBT/DEBIT CARD PROGRAM FOR FARMERS’ MARKETS – 
Experiences from the Franklin County Farmers’ Market 2009 Pilot

Larry W. Moore, EBT/Debit Program Coordinator

During the 2009 market season I was employed by the Franklin County Farmers’ Market (FCFM) to manage their pilot program for accepting EBT (SNAP/”Food Stamp”) and debit cards.  Following the guidelines provided by KFMA, the sponsor for the pilot, and policy decisions made by the FCFM prior to my employment, I was otherwise expected to develop and implement a method for managing the sale and redemption of EBT and debit tokens at our market and for issuance of payments to our farmer/vendors.  The processes described here are those that we used, for the most part successfully, during the season, and while they are only one approach, we are sharing them in the hopes that they may assist other markets with initiating and managing similar programs.

The primary activities I will describe are the activities required in advance; the management of the process of sales and redemptions at the market itself; the “back office” recordkeeping activities; and the issuance of payments.
Getting Started

I will assume that markets considering the use of the EBT/debit card system will be using a token-based exchange for vendor sales and redemptions, and that KFMA will explain the use of this system elsewhere.  I will also assume that any market considering an EBT/debit card system will be using the same or very similar technology to that used by FCFM during our pilot, that is, a wireless Point-of-Sale (POS) device for the “swiping” of cards.  The POS terminal is connected in real-time to the card processor, which allows the market to confirm the validity of the transaction immediately with minimal risk of loss or error.   (Out of hundreds of transactions during the 2009 season, we encountered only a single failure, which occurred when the POS terminal was inadvertently running on battery power and ran out of power during a data transmission.  This caused us to swipe and bill a debit card customer twice for a single transaction, but fortunately we were able to identify the customer and correct the error.)
As each card is swiped, the POS terminal transmits the total for the transaction (EBT or debit) to the card processor.  The card processor will tabulate all of the debit and EBT transactions for each market day and will make a single deposit into whatever bank account is provided to them, usually on the next business day following that market day.  You will need to identify this account at the time you set up your agreement with the processor, that is, ahead of using the system at your market.  For the sake of simplicity in accounting for the pilot program, FCFM established a dedicated checking account for this program.  All deposits from card transactions were made to this account, and all checks to vendors were written from it.
We also used this dedicated account to pay for the POS processing fees.  The card processor will bill your market on a monthly basis for the service and “swipe” fees.  In our case these fees were $45.00 for each month in which the POS terminal was used (even if only a single day), plus 40 cents per swipe for debit cards and 10 cents per swipe for EBT cards.  (NOTE that the per-swipe charge applies whether or not the transaction is approved.   This means that on a debit card denial, for instance, you will be charged the swipe fee and will not receive any payment from the customer to cover this cost.  Also, we had some instances of customers who could not remember their PINs on the first, or second or even third attempt, and each swipe resulted in a charge although we charged only a single transaction fee to the customer.  You may want to build this into your fee structure and put a limit on “re-swipes” by debit card customers.)
In order to cover these fees, FCFM decided to charge debit card customers a $1.00 fee for each use of their card.  We added this fee to the amount of tokens they wished to purchase.  For example, on a typical debit purchase of $20.00 worth of tokens, we would swipe the card for $21.00.  (Of course, no fee is allowed for EBT customers).  If a customer returned to use his or her card more than once in a single market day, we charged the $1.00 fee each time.  (However, as noted above, we did not charge for re-swipes if a transaction was not approved on the first pass.)  We had very little customer resistance to this fee, especially when we explained that their fees helped cover the costs for EBT users.  We did recommend, for repeat customers making very small purchases, that they might want to purchase additional tokens to use on their next visit in order to reduce their fee.  While this cost our market a little in fee income, we feel we more than made up for it in good will.  (Also, we had several hundred dollars worth of unredeemed tokens at the end of the season, which also far offset any loss of fee income.)
Finally, we also paid for our supply costs out of this dedicated checking account.  These supplies included printer tape for the POS terminal, cash receipt books as described below, plain paper and envelopes for issuing reports and payments, and some basic and routine office supplies.  During the pilot the cost of these supplies, as well as the card processor fees discussed above, were reimbursed by KFMA; however, our debit card fee income during the pilot season would have been sufficient to cover all of the fee and most of the supply costs for the initial season.  The two points I would make about this are that the $1.00 fee appears to be an appropriate amount to meet the costs for the system while not overburdening our customers; and that a dedicated checking account makes it easier to determine whether your system is generating sufficient cash flow to cover your costs.

Market Day Activities 

Your two main activities each market day will be selling tokens to your customers and redeeming those tokens from your vendors.  Both involve some basic recordkeeping to make sure that you can accurately account for your deposits and vendor payments later.

Tokens  
 Before we discuss the records, though, I’ll say a little about the use of tokens.  FCFM used $1 and $5 tokens for both debit and EBT customers, thus we had four different denominations of tokens in use each day, which we kept in separate trays.   In order to keep the tokens secure (remember, they are money!), we usually put out only as many tokens as we needed based on best guess for the day.  For instance, our weekday markets have far fewer customers than Saturdays, so we would put out smaller number of tokens on those days.  Also, our EBT customers were far fewer than debit card users, so we put out only a small number of EBT tokens on most days.
Our typical debit card transaction was for $20.00 worth of tokens ($21.00 including the fee), and we usually gave the customer a mix of $1 and $5 tokens unless they asked for a specific amount of each.  This is not much of an issue with debit tokens since vendors can make regular change for sales made using them.   Our EBT sales tended to be for smaller amounts (often as little as a dollar or two and with multiple purchases made during the same day), and we usually dispensed $1 tokens to these customers since no change can be given on EBT sales.  On the rare occasion that we had large EBT transactions (one as large as $100.00), we did dispense mostly $5 tokens since these sales were usually made involving a large purchase from a single vendor.

How many tokens are enough?  FCFM began the season with approximately $750 in $5 debit tokens and about $400 worth of $1 tokens.  This supply was more than adequate for nearly every market day, though at the peak of the season we did run out, or come close, on two or three occasions.  On those days, we simply redeemed tokens (see discussion below) from a few large vendors during the middle of the day, so that we could “recycle” those tokens back through the market for the rest of the day.  This technique eliminates the need to purchase a large quantity of tokens based on a few peak days of usage.  (Our use of EBT tokens was far more limited and never an issue.) 
We counted out tokens for each sale made to a customer.  This both assured the customer that they were receiving the correct amount, and also gave us a chance to look at each token to make sure they were of the correct type and denomination (and believe me, despite your best efforts they will get mixed up over the course of the season!).
POS Terminal Records
Records of sales to tokens to customers are handled by the POS terminal itself.  As each sale is made, the terminal will print out a receipt for the customer and a copy for the market (see instructions for your POS terminal).  

INSERT SCAN OF MARKET RECEIPT
At the end of the market day (or perhaps at different points during the market day, if you have more than one person operating the POS terminal and want to track each person’s sales), you will close out the terminal and it will automatically print out a summary of the day’s transactions (or transactions to that point in the day).  Check your individual receipts against the totals on the summary tape to make sure you have them all.  (We never needed these individual receipts during the pilot season, but if there is ever a problem with a transaction you may need these copies to find it.)
INSERT SCAN OF SUMMARY TAPE

The total cash from the summary is the amount that will be deposited in your account for that market day.  We never found any discrepancy between the summary and the deposit during our pilot season, but you should still confirm each day’s total against the deposit when it is posted.
