Sailors Testing JPM-Chase On-Ship Smart Card System


05-24-2000 -- Sailors on a U.S. Navy ship are testing a cashless system in which crew members use an on-board automated teller machine to load money onto magnetic stripe debit cards that contain microprocessor chips. 

The new system, known as Navy Cash and developed by J.P. Morgan Treasury Services, a division of J.P. Morgan Chase & Co., is designed to accommodate the peculiar needs of sailors, who are often away from banks for long periods and who may find cash more of a burden than a necessity. 

In recent weeks the 170 sailors aboard the frigate U.S.S. Rentz based in San Diego have been using the system. Their salaries are deposited directly into a Navy Cash debit card account, and can be transferred to a hometown bank or credit union to make the funds available for family members. Sailors can also use the machines -- smaller ATMs, which do not dispense cash -- to transfer money from their home accounts to their Navy Cash accounts, with the funds becoming available right away. 

The chip component of the card has a stored-value function that lets crew members load smaller amounts -- less than $350 -- kept separately from the rest of the account. This chip-based account is used mostly for buying sundry items on board, such as snacks from vending machines and stamps from the post office. 

Barbara Straw of the Naval Supply Systems Command, who runs a program called ATMs at Sea, said the electronic transfer of funds eliminates the need for cash and for the heavy ATMs that store cash. "We've had ATMs on Navy ships since 1988, but they were basically stand-alone systems," she said. "They were not networked. The disbursing officer would pull money out of his safe and, literally, load it into the machines. And that's how sailors got their pay." 

Ms. Straw said that small ships, frigates like the Rentz, were judged to be unsuited to the bulky traditional ATMs. However, two of the lightweight cashless machines, which are made by Keycorp Ltd. of Australia, can fit on board, she said. She also pointed out that the Navy Cash system could be networked across ships so that sailors who move from one vessel to another could continue to use the same account. 

The cards, which are MasterCard-branded and issued by Chase Manhattan Bank, can be used on land for retail purchases and to withdraw cash from non-Navy ATMs. Transfers, however, can be made only on the Navy machines. There is no limit to the number of transactions made on board, but the same fees that apply to other MasterCard cardholders apply to sailors on land. 

The Navy was initially interested in the smart card feature because it could give sailors a periodic statement listing all the transactions on their chip accounts, Ms. Straw said. "When we started looking at chip technology, what the Navy wanted was something that would be auditable so the sailors could get a statement and know what they were buying," she said. "For the age of the sailors, it actually works as a benefit. They have to plan what they spend, and it cuts down on impulse buying. It doesn't carry the same concerns as a credit system." 

Ms. Straw said the Navy predicts that eventually it will phase out the magnetic stripe on the cards and rely on the microprocessor chip alone. She added that by that time chip cards might be as easily used in retail stores as magnetic stripe cards are now. 

Sailors seem already to have taken to the Navy Cash system. In the first 20 days of the test, Ms. Straw said, the Rentz's crew made more than 5,000 transactions and moved more than $30,000 using the shipboard kiosks. This summer the Navy will begin a six-month trial aboard a larger ship stationed overseas. After that the Navy will decide whether to adopt the system on a wider, more permanent basis, Ms. Straw said. 

"We're looking for a commercial solution," she said. "We want the sailors to be able to take the cards with them when they go into port." 
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