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On May 25, CDPH and the USDA are changing reimbursement amounts for WIC
authorized vendors. These changes are being implemented to reduce costs in the
program overall and to halt unique and unprecedented practices in some stores. The
reduced reimbursement will mainly impact vendors with 1-4 cash registers and stores
that are classified as “A-50” vendors, meaning over 50% of their food sales are WIC
items.

The California WIC program serves 1.4 million participants per month and spends
approximately $94 million each month on food. Over 60% of all newborns in California
receive WIC benefits.

Currently, approximately 5,500 vendors are located throughout the state. 50% of
California WIC authorized vendors are larger grocery stores with 5 or more cash
registers. The other 50% of California WIC authorized vendors are stores with 1-4 cash
registers and A-50 vendors.

Q1 Will the changes to the pricing structure of the WIC program affect WIC
participants?

Al WIC participants will not be affected by the new reimbursement rates. Food
vouchers will continue to be issued and redeemed in the same way as in the
past.

Q2 Why are the reimbursement rates changing for only the stores that have 1-
4 cash registers?

A2 The U.S. Department of Agriculture (USDA) and the California Department of
Public Health (CDPH) have identified issues of overpricing of WIC food. The
overpricing is not universal, but does appear to be occurring with some WIC-
authorized vendors, particularly in stores with 1-4 cash registers. To address
these issues, the reimbursement rates, referred to as Maximum Allowable
Department Reimbursement (MADR) rates for WIC-authorized vendors with 1-4
cash registers will be reduced May 25, 2012. In order to comply with federal
regulations, there will also be a reduction to the rates for vendors whose WIC
business is above 50% of their total retail food business (referred to as A-50
stores). WIC-authorized vendors with 5 or more cash registers will not
experience an adjustment to their MADR calculation methodology.

Q3 What is a Maximum Allowable Department Reimbursement (MADR)?

A3 The reimbursement rates are referred to as the Maximum Allowable Department
Reimbursement (MADR). This is the maximum price that a WIC food
instrument (FI) can be reimbursed. Please note: The MADR is not intended to
be the amount reimbursed for each Fl. Rather, the MADR accounts for varying
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prices, geographic disparities, and participant choice of food items selected.
The actual amount reimbursed should reflect competitively set prices and
should not reach the maximum.

What are the new rates?

Stores with 1-2 cash registers will have a MADR that is 15% above the
competitive statewide average of actual redemptions during the previous 12
week period. This competitive statewide average is calculated for the specific
geographic are of the store location.

Stores with 3-4 cash registers will have a MADR of 11% above the competitive
statewide average of actual redemptions during the previous 12 week period.
This competitive statewide average is calculated for the specific geographic are
of the store location.

The MADR for A-50 stores (those whose WIC business is above 50% of their
total retail food business) will be reimbursed at the competitive statewide
average.

The reimbursement rate percentages described above were provided by the
USDA.

The competitive statewide average is defined as the average of stores with 5 or
more cash registers.

Why is there such a concern with the smaller stores and why are they the
focus of the reduced MADRs?

The dramatic increase in recent years in the number of smaller stores, the rise
in the dollars redeemed at these smaller stores, and the pattern of some
vendors charging higher prices that would normally be expected led t USDA
working with CDPH to address the increasing food prices in the WIC program.

What are the rates of all the groups?

Per USDA requirements, the rates vary depending on the number of registers
and the geographic location of each store. A vendor must access its MADR
rates at the WIC website portal named VWIX to view the MADR. Each vendor
can only see the rates for its own peer group (again, defined by store register
size and geographic area).

Do these new rates apply to Food Instruments that a vendor has already
received?

The new rates will be applied to all FI serial numbers that are entered by the
vendor into the WIC website vendor portal (VWIX) as of the morning (12:01
a.m.) of May 25, 2012, regardless of the date the FI was issued to the
participant or used by the participant at the store.
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Will WIC pay for bank charges because a vendor exceeded the MADR?
No, WIC Food Instruments are treated by banks as checks, subject to all bank
charges for returned or bounced items. Vendors should be charging prices that
are competitive for their geographic areas, and not seek to gain the highest
possible reimbursement levels. As in the past, it is the vendor’s responsibility to
make sure that it does not submit any Fls that exceed the MADR. Therefore, it
Is important for vendors to access VWIX to ensure their prices do not exceed
the MADR. Should the MADR be exceeded, the FI would be returned unpaid
and the vendor would incur bank charges for each rejected FI.

Can | require the participant to purchase the lowest cost WIC authorized
foods?

No, vendors cannot require a WIC participant to purchase the lowest cost
allowable foods. Vendors must allow all participants to select their purchases
from all WIC authorized foods stocked in the store.

Is CDPH concerned that some vendors will decide to terminate their
agreement to be a WIC authorized vendor and there may be a participant
access issue in some parts of the state?

CDPH will be monitoring the vendor participation rate closely and will be
working with the vendor community to ensure there are no participant access
issues. Please note: Vendors who no longer wish to participate in the
program MUST notify CDPH in writing at WICVendorIinfo@cdph.ca.gov or
3901 Lennane Drive, MS 8600, Sacramento, CA 95834, in order to cancel their
vendor agreement.

What has been the growth in the 1-2 register stores?

The growth in the 1-2 cash register stores and the percent of WIC food dollars
redeemed at these stores is unique to California. For instance, in January 2007,
the 1-2 cash register stores comprised nearly 10% of the California WIC vendor
population and redeemed 2% of the total dollars. In January 2012, the 1-2 cash
register stores grew to nearly 25% of the California WIC vendor population and
redeemed nearly 13% of the total dollars. Nationally, the total WIC dollars
redeemed at these smaller stores, which generally have higher food prices is
between 2-3%.

How will CPH ensure the new prices are being adhered to and that there
will no longer be vendors who overprice WIC foods?

The new MADRSs restrict the amount that the State Treasurer’s office will pay for
each FI. If a vendor submits and FI for more than the MADR, the State
Treasurer will return the Fl unpaid to the vendor’s bank. CDPH has increased
its monitoring activities to review vendor practices and compliance to ensure
program integrity, quickly correct irregularities, and work with vendors to bring
them into compliance.
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