Navy Abuse Of Credit Is Detailed

Philadelphia Inquirer

October 8, 2002

By Larry Margasak, Associated Press

Navy Abuse Of Credit Is Detailed

The use of cards for pro sports and prostitutes went on after news of it surfaced, a report found.

WASHINGTON - Navy personnel used government credit cards to hire prostitutes at brothels, buy jewelry, gamble, and attend New York Yankees and Los Angeles Lakers games in fraudulent purchases exceeding $200,000, congressional investigators have found.

Lower-paid enlisted personnel earning $12,000 to $27,000 were the biggest abusers, but the Navy itself bears responsibility for failure to monitor the travel-card program, the General Accounting Office concluded.

The GAO report was prepared for a House Government Reform subcommittee hearing today and obtained yesterday by the Associated Press.  (Neighborhood Leader’s Note – This GAO Report, Report Number GAO-02-1041 dated September 2002, is available on the GAO Website at www.gao.gov.)

It shows that the abuses continued months after investigators first publicly reported on problems with the cards. From October 2000 through March 2002, the new survey found 1,180 Navy transactions for personal items totaling $206,700.

The Pentagon has stepped up its efforts to control use of the cards. Money has been deducted from the paychecks of those who abused the cards.

Officials who grant security clearances now are notified when a cardholder comes under investigation. And the military has promised to step up civil and criminal prosecutions.

Last summer, the GAO found that about 200 Army personnel had used the cards to get $38,000 in cash that they spent on lap dances and other forms of entertainment at strip clubs near military bases.

The new Navy study found additional use of the cards to obtain cash at adult clubs - money normally used to tip dancers, waitresses and bartenders. The brothel payments were disguised as restaurant charges.

The Pentagon credit-card program has faced increasing scrutiny since 2001, when auditors disclosed that more than 46,000 Defense Department employees had defaulted on $62 million in official travel expenses charged to the government cards.

The Navy report cited 80 transactions totaling $13,250 at two Nevada brothels; 199 purchases for $20,800 at two jewelry stores; 247 transactions for $28,700 at three adult clubs; 80 gambling transactions for $34,250; 72 cruises for $38,300; and 502 purchases of tickets, worth $71,400, to entertainment events, including The Phantom of the Opera, and Yankees, Braves and Lakers games.

As of March 31, more than 8,400 Navy cardholders had $6 million in delinquent debt, the report said.

