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Mr. Chairman and Members of the Committee:

I appear before you today to discuss the Defense Department’s implementation of the Governmentwide purchase card program and corrective actions we have taken to address problems identified by our own internal reviews and the General Accounting Office. 
Defense Procurement is the manager of the Defense Department’s Governmentwide purchase card program and, in this capacity, I provide overall guidance for the purchase card program.  The program is implemented through the DoD purchase card program manager and the services and defense agencies. 

On March 19, 2002, the Under Secretary of Defense (Comptroller), in coordination with the Under Secretary of Defense (Acquisition, Technology and Logistics), established a DoD Charge Card Task Force to evaluate the internal controls supporting the Department’s purchase and travel charge card programs.   As you know, Mr. Chairman, this Task force was established  in response to your concerns, as well as the concerns of your  subcommittee, and the GAO. 
 The Task Force, which had broad DOD participation, including our IG, made over  16 recommendations for corrective actions and improvements to the credit card programs.   (These recommendations are included in the Task Forces’ final report dated June 27, 2002 ).  Specificially, the recommendations note that the “tone at the top” or leadership is absolutely essential for a successful purchase card program.    We  are aggressively implementing the Task Force’s recommendations.
Today, I will focus on three key areas of emphasis for the purchase card discussed in the Credit Card Task Force Final Report:
· Management Emphasis and Organizational Culture

· Purchase Card Processes
· Workforce Development and Accountability
Management emphasis and organizational culture are key determinants of success in the purchase card program.  Direct involvement by our most senior military and civilian managers for the Department is essential.  

To emphasize the Departments’ commitment to improving the Purchase card program,  the Deputy Secretary of Defense issued a memorandum on June 21, 2002, to the Services and Defense Agencies  outlining  his expectation of Command emphasis and directing the Service Secretaries and Agency Heads to report back to him on the actions they are taking to address any identified weaknesses within their Command or Agency.   The reports are due back on July 15, 2002  and we will be vigiliant in taking necessary actions.
The second key area of emphasis is the Purchase Card Process.  This process involves many different functional areas such as legal, logistics, finance, acquisition, personnel, audit, and payment.  As part of the Task Force,  a multifunctional working group developed a Concept of Operations that defines the purchase card process, identifies best practices and identifies process vulnerabilities.  We will publish this Concept of Operations by the end of the summer as a “deskbook” or program guide for use by purchase card officials and their supervisors.   
 We will use this Concept of Operations to provide the underpinnings for an upcoming Defense Federal Acquisition Regulation Supplement change that will emphasize proper purchase card procedures and cardholder and supervisor responsibilities.  That change will be submitted to the Defense Acquisition Regulations Council this summer, with implementation as a final rule in early 2003.
The last key area I would like to emphasize is in the area of workforce development and accountability.  People are  critical factor to the success of the purchase card program.  Therefore, the Department is developing electronic training modules for the  purchase card program.  We will focus on making sure our people are trained and kept current.   And we will take action on any abuse or misuse of the card.
In the area of accountability, the Department is taking steps to strengthen internal controls for the purchase card, provide appropriate sanctions for misuse, and strengthen existing regulatory language.  

Internal control programs include implementing the best practices portrayed in the Concept of Operations.  One such practice is establishing reasonable spans of control by having no more than 300 active accounts per person who performs Agency Program Coordinator duties and responsibilkities.  Another example is using data mining.  Field testing is being conducted this summer and successful applications will begin widespread implementation this fall.  

If misuse and fraud are identified, the Department will aggressively pursue sanctions against wrongdoers.  
I also have asked the DoD Inspector General to include in future purchase card program audits a review of the Defense components compliance with the best practices incorporated in the Concept of Operations.  If noncompliances are identified, my staff will track corrective actions and make it clear to the services, defense agencies, and local commanders that the Pentagon is paying attention to how they are administering the program.

The purchase card program is vital to the efficient operation of the Department of Defense.  We estimate that the streamlined procedures we use with the purchase card saved the Department, on average, $20 for every item acquired.  Last year more than 10 million purchases were made with the card.  That’s savings in excess of $200 million.  In addition, the banks pay a rebate to activities that pay their bills promptly.  The Department earned refunds of approximately $28 million from card use in fiscal year 2001.  This money is deposited back into the appropriations from which the original purchases were made, allowing the services and defense agencies to “get more for their money.”  The Department does not wish to lose these benefits.  We are taking aggressive action to address problem areas.

Mr. Chairman, the Department is improving the strength of the purchase card program internal controls, and is in the process of correcting the root causes of the deficiencies identified by the General Accounting Offices.  We have increased management attention to the need for proper program implementation by setting the “tone at the top;” we have improved process controls; and we are developing improved mechanisms for ensuring workforce training and accountability for the purchase card program.
This concludes my testimony, and I am prepared to respond to any questions you or other members of the subcommittee may have at this time.
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